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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS
This Annual Report, including the sections entitled “Risk Factors,” “Management’s Discussion and Analysis of Financial
Condition and Results of Operations,” and “Business,” contains forward-looking statements. We may, in some cases, use
words such as “project,” “believe,” “anticipate,” “plan,” “expect,” “estimate,” “intend,” “should,” “would,” “could,” “potential
“may,” or other words or expressions that convey future events, conditions, circumstances or outcomes to identify these
forward-looking statements. Forward-looking statements in this Annual Report include statements about:
.changes to the size of our student enrollment, net course registrations, and the composition of our student body,
including the pace of such changes;

our ability to maintain, develop, and grow our technology infrastructure to support our student

body;
our conversion of prospective students to enrolled students and our retention of active students;
our ability to update and expand the content of existing programs and develop new programs to meet emerging
student needs and marketplace demands, and our ability to do so in a cost-effective manner or on a timely basis;
our plans for, marketing of, and initiatives at, National Education Seminars, Inc., which we refer to as Hondros
College of Nursing;
our ability to leverage our investments in support of our initiatives, students, and institutions;
our maintenance and expansion of our relationships and partnerships with the United States Armed Forces,
corporations, and other organizations, and the development of new relationships and partnerships;
actions by the Department of Defense or branches of the United States Armed Forces;
federal appropriations and other budgetary matters, including government shutdowns, that affect the ability of our
students to finance their education through programs administered by the Department of Education, the Department of
Defense, and the Department of Veterans Affairs;
our ability to comply with the extensive regulatory framework applicable to our industry, including Title IV of the
Higher Education Act of 1965, as amended, and the regulations thereunder, as well as state law and regulations and
accrediting agency requirements;
our ability to undertake initiatives to improve the learning experience and attract students who are likely to persist;
changes in enrollment in postsecondary degree-granting institutions and workforce needs;
the competitive environment in which we operate;
our cash needs and expectations regarding cash flow from operations;
our ability to manage and influence our bad debt expense;
our ability to manage, grow, and diversify our business and execute our business initiatives and strategy; and
our financial performance generally.
Forward-looking statements are not guarantees of future performance. Actual future results, performance,
achievements or the timing of certain events may differ significantly from those expressed or implied by the
forward-looking statements. There are a number of important factors that could cause actual results to differ materially
from the results anticipated by these forward-looking statements. Risks and uncertainties involved in the
forward-looking statements include, among others:
our dependence on the effectiveness of our ability to attract students who persist in our institutions’ programs;
our inability to effectively market our programs;
adverse effects of changes our institutions make to improve the student experience and enhance their ability to
identify and enroll students who are likely to succeed;
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our inability to maintain strong relationships with the military and maintain enrollments from military students;

our failure to comply with regulatory and accrediting agency requirements or to maintain institutional accreditation;
our loss of eligibility to participate in Title IV programs or ability to process Title IV financial aid; and

our dependence on our technology infrastructure.

Forward-looking statements contained in this Annual Report should be considered in light of these factors and the
factors described elsewhere in this annual report, including in Item 1A “Risk Factors” and Item 7 “Management’s
Discussion and Analysis of Financial Condition and Results of Operations.” You should read these factors and the
other cautionary statements made in this Annual Report as being applicable to all related forward-looking statements
wherever they appear in this Annual Report. If one or more of these factors materialize, or if any underlying
assumptions prove incorrect, our actual results, performance, or achievements may vary materially from any future
results, performance, or achievements expressed or implied by these forward-looking statements.

We caution readers not to place undue reliance on any forward-looking statements made by us, which speak only as of
the date of this Annual Report. We undertake no obligation to publicly update any forward-looking statements after
the date of this Annual Report, whether as a result of new information, future events, or otherwise, except as required
by law.
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PART 1

ITEM 1. BUSINESS

American Public Education, Inc., or APEI, provides online and on-campus postsecondary education to approximately
83,500 students through two wholly-owned subsidiary institutions. In this Annual Report, “we,” “our,” “us,” “the Company”
and similar terms refer to APEI and its subsidiary institutions collectively unless the context indicates otherwise.

9 <.

This Item 1 of our Annual Report contains a “Company Overview” section that provides information about our
subsidiary institutions, reporting segments, our history, the postsecondary educational market, competition,

competitive strengths, strategic approach, executive officers, seasonality and available information. Item 1 also

contains a section entitled “Our Institutions” that provides institution specific information regarding each of our two
subsidiary institutions, and a “Regulatory Environment” section that provides information on some of the postsecondary
educational regulations that impact us.

COMPANY OVERVIEW
Subsidiary Institutions

Our institutions of higher learning offer programs designed to help students advance in their current occupation, or
prepare for their next career, and develop the competencies that enable them to make meaningful contributions to their
profession and society. Our wholly-owned operating subsidiary institutions include:

American Public University System, Inc., or APUS, provides online postsecondary education to approximately 81,400
adult learners. APUS is an accredited university system with a history of serving the academic needs of the military,
military-affiliated and public service communities through two brands: American Military University, or AMU, and
American Public University, or APU.

APUS offers 110 degree programs and 109 certificate programs in diverse fields of study, with a particular focus on
those relevant to today’s job market and emerging fields. Fields of study include business administration, health
science, technology, criminal justice, education and liberal arts, as well as national security, military studies,
intelligence, and homeland security. APUS has regional accreditation from the Higher Learning Commission, or HLC,
and several of its academic programs have specialized accreditations granted by industry governing organizations.

APUS is committed to providing quality, relevant, accessible, affordable, and student-focused higher education to a
diverse student population. In addition, the institution seeks to provide professional and workforce development
solutions through partnerships with corporations and industry associations. Although APUS’s focus has expanded, the
institution continues to have an emphasis on serving the military and veteran communities. As of December 31, 2018,
approximately 55% of APUS’s students self-reported that they served in the military on active duty at the time of
initial enrollment and approximately 14% of APUS’s students self-reported being a military veteran.

National Education Seminars, Inc., which we refer to as Hondros College of Nursing, or HCN, provides
nursing education to approximately 2,100 students at five campuses in Ohio to serve the needs of the nursing
and healthcare communities. HCN offers a Diploma in Practical Nursing, or PN, an Associate Degree in
Nursing, or ADN, and a newly offered Associate Degree in Medical Laboratory Technology, or MLT. The
campuses are located in the suburban areas of Cincinnati, Cleveland, Columbus, Dayton and Toledo. HCN

. will begin enrolling students into its MLT Program, with classes starting in April 2019 at its Cincinnati and
Columbus campuses. HCN voluntarily discontinued new enrollments in its online Registered Nurse to
Bachelor of Science in Nursing program, or RN-to-BSN Program, subsequent to the start of the July 2018
term. At that time, there were 65 students enrolled in the program. Students currently enrolled in the
RN-to-BSN Program may elect to complete the program at HCN or transfer to another institution, including
APUS.
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HCN is nationally accredited by the Accrediting Bureau for Health Education Schools, or ABHES, and HCN’s
locations and programs are approved by the Ohio State Board of Career Colleges and Schools. Portions of the PN and
ADN Programs are online. HCN’s PN and ADN Programs are approved by the Ohio Board of Nursing, the PN
Program is accredited by the National League for Nursing Commission for Nursing Education Accreditation, or NLN
CNEA, and the MLT Program is currently seeking accreditation by the National Accrediting Agency for Clinical
Laboratory Science, or NAACLS.
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Reporting Segments
Our operations are organized into two reporting segments:

American Public Education Segment, or APEI Segment. This segment reflects the operational activities of APUS,
other corporate activities, and minority investments.

Hondros College of Nursing Segment, or HCN Segment. This segment reflects the operational activities of HCN.

Our consolidated revenue for the year ended December 31, 2018 decreased 0.5% to $297.7 million from $299.2
million for the year ended December 31, 2017. Net income for the year ended December 31, 2018 increased 21.3% to
$25.6 million from $21.1 million for the year ended December 31, 2017. Financial information regarding each of our
reporting segments, including information regarding segment revenue, net income and total assets for each of the last
three fiscal years, can be found in our Consolidated Financial Statements in Item 8 of Part II of this Annual Report;
financial information is reported in this Annual Report in “Selected Financial Data,” “Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” and “Financial Statements and Supplementary Data.”

In November 2018, HLC approved APUS’s application for a change in structure related to APUS’s proposal to enter
into a shared services model with APEI and we entered into an intercompany agreement to implement the shared
services model. As required by HLC policy and ED regulation, HLC will conduct a focused site visit that is currently
scheduled for late May 2019.

Postsecondary Education Market Characteristics and Opportunities

The postsecondary education market in the United States is large, with over 4,000 institutions, diverse in its business
models, and fragmented such that no one institution has a significant market share. Most postsecondary institutions,
including for-profit postsecondary institutions, regardless of where they are located, how they are organized, and who
they serve, face significant challenges, including:

a continued focus on the cost of a college education and the resulting impact on access;

concerns over the high level of college student indebtedness;

questions from lawmakers, the media, potential students and others about the quality of academic programs and the
ability to translate the value of a postsecondary education into economic mobility;

competition from lower cost alternatives and from non-traditional competitors, such as those offering
competency-based education, or CBE, programs, coding bootcamps, micro-credentials, and other alternative
educational paths;

the importance of preparing students with relevant skills to work in new and rapidly changing industries and respond
to technological change;

the need to support employers in efforts to optimize and advance their workforce; and

addressing the needs of students who are balancing education with other demands on their time.

Despite these challenges, post-secondary institutions, and the credentials they grant, have an important role to play in
enabling social and economic mobility. Approximately 35 million U.S. residents have college credit but no degree.
According to a 2018 report by the Lumina Foundation, only approximately 47% of Americans ages 25 to 64 have
attained a post-secondary degree or certificate. The Lumina Foundation notes that four out of five jobs lost during the
period from 2007 to 2009 were those that only required a high school education or less, showing the importance of
degree attainment. Indeed, the Lumina Foundation projects that two-thirds of all jobs will require a post-secondary
education by 2020.
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Institutions who predominantly serve adult learners must address the particular needs of that population. According to
the Lumina Foundation, approximately 38% of students enrolled in U.S. degree granting institutions are over the age
of 25. Within this age group, approximately 86% of enrolled students are working adults and approximately 57%
attend a university part-time. Today’s adult learners, whether military or civilian, are often working with extended or
irregular work schedules, have family obligations, travel or relocate frequently, and have limited financial resources.

With nearly 2.2 million active duty military and reservists, we believe the U.S. military community will continue to be
an important market segment for online education. Because of their particularly irregular schedules, frequent
deployments and access to tuition assistance funding, we believe service members will continue to seek respected
universities that provide military-focused support services coupled with an online curriculum and flexible scheduling.
We believe service members are particularly interested in post-secondary credentials that offer both career
advancement and preparation for employment outside

2
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of the military. As part of their longstanding tradition, military leaders often encourage service members to use their
earned education benefits, and to enhance their qualifications for purposes of the military’s compensation, promotion,
assignment, and performance systems.

The Department of Defense, or DoD, uniform tuition assistance policy offers active duty, National Guard and reserve
component service members a variety of education and financial aid options. Additionally, veterans (and certain

service members) are entitled to educational benefits from the Department of Veterans Affairs, or VA. For more
information, refer to “Our Institutions - Sources of Student Financing” and “Regulatory Environment - Student Financing
Sources and Related Regulations/Requirements.”

We believe that military veterans represent another important market segment for online education. The U.S. Census
Bureau estimated that there were 1.6 million veterans aged 18 to 35 and another 4.3 million veterans aged 35 to 54 in
2017. Furthermore, of the 9.1 million veterans aged 18 to 64, approximately 76% are part of the labor force, but only
approximately 29% have a bachelor’s degree or higher. We believe that our military heritage, affordability, and online
offerings are attractive to veterans in the pursuit of career advancement and employment outside of the military.
Veterans with dependents pursuing a program of education on a more than half-time basis at an on-campus location
are eligible for a monthly housing allowance equal to the basic allowance for housing available to service members
who are at a military pay grade E-5, or $1,650.00 per month. Veterans pursuing a program of education solely through
distance education on a more than half-time basis are eligible to receive half of that monthly housing allowance, or
$825.00 per month.

Elected and private-industry leaders are heavily promoting new policies and campaigns to facilitate the hiring of
veterans, supporting a transition from military service to the workforce and stimulating demand for online education.
As these policies lower barriers to non-military jobs and facilitate veteran-owned businesses winning federal
contracts, online universities offer valuable educational opportunities for constituents regardless of where they live,
work or learn.

On a national level, the expanding need for healthcare coupled with a nursing shortage is driving demand for
nursing education. Job opportunities for licensed practical nurses and registered nurses are expected to grow faster
than the average growth for all occupations, or approximately 12%, between 2016 and 2026, according to the U.S.
Bureau of Labor Statistics’ Occupational Outlook Handbook, 2018-19 Edition. The demand for nurses in Ohio is
similar to national demand: job opportunities for licensed practical nurses and registered nurses in Ohio are expected
to grow 9.5% and 14.2% through 2026, respectively, according to the Ohio Department of Job and Family Services’
2026 Ohio Job Outlook report. However, despite the anticipated growth in job opportunities, over 64,000 qualified
applications were not accepted by entry-level baccalaureate programs at nursing schools in 2016, according to a 2017
report from the American Association of Colleges of Nursing. These statistics suggest there may be unmet demand
from qualified students for nursing educational programs.

U.S. employers are increasingly reporting significant gaps between required job skills and the current capabilities of
their workforce. In a 2018 survey on behalf of CareerBuilder, the Harris Poll found that 45% of human resource
managers surveyed had jobs they could not fill because they could not find qualified talent. Furthermore, 58%
reported that they had jobs that were open for 12 weeks or longer. Working adults also recognize the need to be
lifelong learners. Udemy’s 2018 Skills Gap Report found that 84% of workers surveyed said that they believe there is a
skills gap in the U.S. and 72% thought skills needed for their jobs will change. A tight labor market is also
contributing to the need for more skilled workers. High-skill occupations, defined as those where at least 80% of
online job postings for that position request a bachelor’s degree or higher, have 25% more openings than available
workers, according to Burning Glass Technologies’ report Different Skills, Different Gaps: Measuring & Closing the
Skills Gap, March 2018. This report also noted a need for improved alignment between educators and employers, and
a rapidly changing labor market. We believe a growing number of employers and professional associations will seek
partnerships with academic institutions to advance the skills and productivity of their workforce through higher
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education and training programs.
Competition

Within the postsecondary education market, APUS competes primarily with not-for-profit public and private two-year
and four-year colleges as well as other for-profit schools, particularly those that offer online learning programs. We
believe APUS’s primary competitors include: Arizona State University, Capella University, DeVry University, Grand
Canyon University, Purdue Global, Southern New Hampshire University, Strayer University, University of Maryland
University College, University of Phoenix, and flagship and mid-size state universities offering degree programs
online.

We believe that the competitive factors in the U.S. postsecondary education market include:
quality of the academic program, including alignment to high growth sectors of the job market;

3
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affordability;

breadth of degree offerings;

flexibility in delivery models;

frequency of course or program starts;

experience of faculty members engaged in the practice of their fields;
{evel of support for student success;

reputation among prospective students, employers, and other stakeholders;
effectiveness of marketing efforts in attracting college-ready students; and
track record of strong compliance.

HCN’s programs are largely offered as campus-based programs to residents in the geographic areas surrounding its
campuses. In these geographic areas, HCN competes with other schools offering similar programs, including for-profit
and not-for-profit public and private colleges. Because of its relatively local focus, HCN’s competitive environment is
impacted by various factors that are specific not only to Ohio but also to the particular areas of Ohio where HCN’s
campuses are located, including local supply and demand dynamics for nurses and nursing schools, and for MLT
Programs. HCN’s results are also therefore more susceptible to the actions of single competitors than the results of an
institution that draws from a broader geographical area would be.

In the United States, student enrollment declined in the fall of 2018 by 1.7% at postsecondary institutions participating
in Title IV programs and 15.1% among four-year for-profit institutions, as compared to the same period the previous
year. This represented the seventh straight annual decline, measured semi-annually. Should this trend continue, our
institutions could face increased competition as fewer students pursue postsecondary education and the capacity at
postsecondary degree-granting institutions increases. Furthermore, we anticipate increased competition from
post-secondary institutions as they continue to increase the number of online degree programs and develop more
non-traditional programs for working adult students.

In recent years, other institutions have started providing non-traditional, credit-bearing, and non-credit-bearing
education programs without charge or at a low cost. We have also observed an increase in institutions offering CBE
programs, which permit students to control their own pace and progress in a program by demonstrating that they have
achieved certain skills or knowledge rather than by earning credit hours. Additionally, non-traditional competitors,
such as entities providing coding bootcamps and micro-credentials, are offering new alternative educational paths. ED
has also signaled its support for non-traditional programs’ participation in the Title IV programs.

Most public institutions are aided by substantial government subsidies. Public and private not-for-profit institutions
benefit from government and foundation grants, tax-exempt status, tax-deductible contributions, and other financial
resources not widely available to for-profit institutions. Many public competitors also benefit from longstanding name
recognition and are able to directly recruit students in a more cost-effective manner than we can, especially in their
local markets.

Increased competition for college-ready students has led to an increase in the cost of advertising in certain marketing
channels. Continued increases in the cost of advertising may adversely impact our ability to attract college-ready
students and/or increase our student acquisition costs. Moreover, institutions who charge higher tuition than APUS are

generally in a position to make larger investments in marketing, specifically in student acquisition.

For more information on competition within the postsecondary education market, refer to “Risk Factors - Risks Related
to Attracting and Retaining Students.”

Competitive Strengths

13



Edgar Filing: AMERICAN PUBLIC EDUCATION INC - Form 10-K

While many institutions are struggling to determine how to meet the needs of today’s students, both APUS and HCN
have, since their founding, been successfully serving busy students, both civilian and military, who are often
balancing work and other obligations with school, and living expenses with the cost of education.

The sources of our institutions’ competitive strengths include:

Academic Relevance and Excellence. Both APUS and HCN offer programs aligned to areas of high growth in the job
market as supported by data provided by the Bureau of Labor Statistics and non-governmental organizations. This is
particularly true in the healthcare, technology and business sectors, and in cybersecurity, nursing, and health
tnformation management programs. APUS also offers a liberal arts curriculum that develops the soft skills in demand
by employers. APUS utilizes Industry Advisory Councils, to evaluate APUS’s current curriculum and inform the

career relevance of programs and degrees. This facilitates efforts to connect APUS’s curriculum to the industries and
the

4
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students it serves and to deliver a high-quality academic product. The depth and breadth of APUS’s program offerings
are designed to effectively address the diverse needs of students who enter into education programs with vastly
different educational and career backgrounds and goals. Similarly, HCN focuses on educational relevance and
excellence by hiring experienced nurses and other industry professionals as faculty members while enhancing student
services to assist students with courses, labs, and clinical offerings. HCN’s faculty includes individuals with research
experience and specialized nursing credentials. HCN has invested in an innovative concept-based curriculum and
simulation labs to enhance the student learning experience and improve student success. Our institutions are
committed to continually assessing and enhancing our academic programs and our student services to offer a
high-quality education and facilitate successful outcomes for our students and graduates.

Affordable Tuition. Affordable tuition has been a priority of APUS since its founding, when APUS set tuition to align
with tuition assistance programs available to members of the military. Today, tuition at APUS remains among the
lowest in the four-year for-profit sector. APUS’s low tuition rates mean that its students are not required to take on as
much debt as they might at another institution. The combined tuition and fees at APUS are generally less expensive
for undergraduate and graduate students than the average in-state cost at a public university. APUS’s low tuition and
fees, in combination with APUS’s undergraduate book grant that is provided to all undergraduate students, result in
significant savings for students. APUS has provided approximately $137 million in book grant savings to
undergraduate students since 2001. Tuition and fees at HCN are also designed to be affordable and competitive with
those of similar institutions offering the same level of flexibility, accessibility, and student experience.

Market Leader In the Military Market. APUS traces its roots to AMU, which was founded in 1991 as a
distance-learning, graduate-level institution for military officers seeking an advanced degree in military studies. Since
its founding, APUS has gradually broadened its focus to include other military communities, veterans, public service,
and certain other non-military communities with a focus on a broad purpose of “educating those who serve.” Today,
APUS is a market leader among the active duty military professionals and is listed as the top provider of
post-secondary education to active duty service members using DoD tuition assistance. As of December 31, 2018,
approximately 55% of APUS’s students self-reported that they served in the military on active duty at the time of
initial enrollment.

Flexible Delivery and Frequent Entry Points, Focused on Adult Learners. APUS designs courses and programs
specifically for online delivery. APUS recruits and prepares its faculty exclusively to deliver online instruction.
Because students are located worldwide, APUS focuses on providing asynchronous, interactive education to students
that fits their busy lives. APUS offers monthly starts, giving students the opportunity to begin their studies at a time
that works for them. Our academic support offerings, from advising and mentoring to library services and career
planning, are individualized to students’ needs, designed to support them at each step of their education journey and in
a format that works best for them. HCN offers programs that accommodate working adults by offering blended online
and in-person courses for the PN and ADN Programs, as well as daytime and evening/weekend options at convenient
campus locations.

Strategic Approach

In an effort to grow revenue and improve our financial performance, we are employing strategies to accomplish the
following goals:

Increasing Enrollment at APUS. Student enrollment at APUS has declined in recent periods. Stabilizing student
enrollment at APUS is a priority. We plan to continue developing and executing strategies and initiatives aimed at
increasing enrollment of college-ready students and further improving student retention. This may include seeking
additional and expanding existing academic partnerships, with a focus on healthcare and community colleges, and
launching new marketing initiatives including in the business-to-business space, as well as reengineering various
enrollment management processes for more efficient student on-boarding and improved customer service.
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Further Improve Student Outcomes and Produce Work-Ready Graduates. We are focused on attracting applicants who
are prepared for the rigors of higher education and capable of successfully completing courses and graduating from
our programs, ready to excel in their chosen fields. We also provide services designed to improve student persistence,
increase the level of engagement and collaboration in the classroom, and deliver interventions designed to help
students succeed.

Further Increase Alignment to Job Market Needs. Our institutions will continue exploring opportunities to enhance

degree offerings to meet emerging needs and marketplace demands, with a focus on fields of study exhibiting higher
than average job growth and new degree programs that are relevant to the workplace. Our institutions will also

5
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continue to consider alternatives and non-traditional offerings, including corporate training and CBE programs aligned
to the job market and requiring less time and expense to complete, possibly including through acquisitions of training
or corporate learning companies serving high growth industries such as healthcare, technology and STEM fields.

Add New Campus Locations and Programs at HCN. Given the persistent gap between demand for nurses, medical
and lab technicians and technologists, and the supply of qualified graduates of nursing and healthcare schools, we will
continue to pursue both organic and inorganic growth opportunities for HCN. HCN will continue exploring
opportunities to add campus locations, aligned with accreditor requirements, to meet the needs of students and
marketplace demands, as well as new nursing and healthcare education programs, such as the MLT Program. To
complement these efforts, we may also seek opportunities to expand through acquisition of nursing schools or other
organizations focused on healthcare education.

Utilize Innovative Education Technology. At APUS, we provide a personalized online learning environment that
leverages existing and proprietary technologies, as well as emerging technologies, for the purpose of enhancing
student services, classroom instruction, learning outcomes and the overall student experience. We utilize various
technologies to encourage student persistence and engagement with an emphasis on the mobile experience. We also
operate an online social platform that addresses learning and employment-related needs of particular professional
verticals relevant to the military and public service communities. Our intention is to deliver a next-generation student
experience from point of inquiry to graduation and beyond, leveraging enhanced levels of personalization in order to
address student expectations informed by market-leading customer experiences online.

Maintain Our Leading Position in the Military Market and Expand Our Presence in the Veteran Market. APUS has
focused on the needs of the military community since its founding as AMU. The combination of our online model,
focused curriculum, and outreach to military and veterans has enabled APUS to maintain a leadership position against
more established institutions, many of which are traditional schools offering on-campus instruction that have served
the military market for longer periods. We remain firmly committed to providing exceptional service and support to
the military, military-affiliated, and veteran communities.

Increase APUS’s Share of the Civilian Market. APUS designs its curriculum to be broadly relevant to adult learners.
APUS is particularly responsive to learners in public service communities, including public safety, intelligence and
security professions. Today’s adult learners, regardless of their specific career requirements, are looking for a highly
tailored educational experience that prepares them for success. We believe APUS’s academic offerings are attractive
options for students seeking high quality, affordable, and flexible programs.

Expand Strategic Partnerships. Our institutions partner with corporations, government agencies, professional
associations, and non-profit organizations to support their professional and workforce development initiatives. APUS
provides more than 200 partner organizations with a range of services to maximize strategic workforce development
goals, including tailored learning programs, dedicated client services, admissions support, custom program webpages,
direct payment options for eligible institutions, and tuition grants. HCN partners with more than 30 healthcare
facilities and community partners, through corporate and local agreements, to provide clinical experiences for HCN
students, meet partners’ workforce needs, and work collaboratively to chart the future of nursing education in a
community advisory capacity.

To support growth in our existing businesses and to diversify our business model, we will continue to assess and
pursue strategic investments and acquisitions. Our investment and acquisition strategy includes a focus on investing in
nursing and healthcare education as well as investing in companies that bridge postsecondary education to
employment, to improve economic mobility for adult learners, in particular those in the military, national security and
public service communities, through a combination of educational offerings and workforce-related solutions.
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For additional information regarding our investments and acquisitions, please refer to the “Financial Statements and
Supplementary Data - Notes to Consolidated Financial Statements” in this Annual Report.
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Seasonality and Quarterly Fluctuations

Our quarterly results fluctuate and, therefore, the results in any quarter may not represent the results we may achieve
in any subsequent quarter or full year. Our revenue and operating results normally fluctuate as a result of seasonal or
other variations in our enrollments. Our student population also varies as a result of new enrollments, graduations,
student attrition, the success of our marketing programs, and other reasons that we cannot always anticipate. We
expect quarterly fluctuations in operating results to continue as a result of these factors.

Available Information About Us

APEI was incorporated in Delaware in 2002, as the successor to a Virginia corporation incorporated in 1991. Our
website is www.apei.com. The information on our website is not incorporated by reference in this Annual Report on
Form 10-K. We make available, free of charge through our website, our Annual Reports 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 Exchange Act, as soon as reasonably practicable after they are electronically filed with,
or furnished to, the SEC.

OUR INSTITUTIONS

We provide postsecondary education through two subsidiary institutions, APUS and HCN. Our institutions are
licensed or otherwise authorized by state authorities, or are in the process of obtaining such licenses or authorizations,
to offer postsecondary education programs to the extent the institutions believe such licenses or authorizations are
required, and are certified by the U.S. Department of Education, or ED, to participate in student financial aid programs
authorized under Title IV of the Higher Education Act of 1965, as amended, or Title IV.

American Public University System

APUS is based in Charles Town, West Virginia and has regional accreditation from HLC. APUS traces its roots to
AMU, which was founded in 1991 as a distance-learning, graduate-level institution for military officers seeking an
advanced degree in military studies. APUS has gradually broadened its focus to include other military communities,
veterans, public service, and certain other non-military communities with a focus on a broad purpose of “educating
those who serve.” In 2002, APUS was organized into a university system with two components: AMU and APU. AMU
is focused on educating students from the military, national security, military- affiliated and public service
communities. APU is focused on educating career-focused working adults with an emphasis on educating
professionals working in public service related communities. APUS is an online institution of higher learning, which
we believe is well-suited to its students, especially its military, public service and working adult students, who serve in
positions requiring extended and irregular work schedules, are on call for rapid response missions, participate in
extended deployments and exercises, travel or relocate frequently, balance family and work demands and may be
single parents with limited financial resources. Many APUS students have significant prior education and career
experiences; 87% are working adults and the average age of its students is 33. APUS is designed to serve those
students with tailored offerings to support them in successfully reaching their individual goals.

Although APUS’s focus has broadened, it continues to have an emphasis on its relationship with the military
community. As of December 31, 2018, approximately 55% of APUS’s students self-reported that they served in the
military on active duty at the time of initial enrollment. The remainder of APUS’s students are military-affiliated
professionals (such as veterans, reservists or National Guard members), public service professionals (such as law
enforcement personnel or other first responders) and other civilians (such as military spouses and working adult
students).
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Curriculum and Scheduling

APUS offers 219 degree and certificate programs, including one dual degree and four CBE programs, through over

1,600 distinct courses that are primarily offered in either eight- or sixteen-week formats. Most academic terms begin
on the first Monday of each month. APUS’s programs are as follows:

Programs

Doctoral Degrees
Master’s Degrees
Bachelor’s Degrees
Associate Degrees
Total Degree Programs:

Certificates
Graduate
Undergraduate
Total Certificates:

Number
2

37

47

24

110

Number
52

57

109

TOTAL PROGRAMS AND CERTIFICATES 219

At the graduate level, APUS offers programs in the following fields of study:

Professional Doctorate in:
Global Security
Strategic Intelligence

Master of Arts in:

Criminal Justice

Emergency and Disaster Management
Emergency and Disaster Management and
Homeland Security (dual degree)
Entrepreneurship

History

Homeland Security

Humanities

Intelligence Studies

International Relations and Conflict
Resolution

Legal Studies

Management

Military History

Military Studies

National Security Studies

Political Science

Psychology

Reverse Logistics Management
Security Management

Transportation Management and Logistics

Master of Business Administration

Master of Education in:

Educational Leadership

Teaching

Teaching - Non-Licensure Concentration
in Elementary Education

Teaching - Non-Licensure Concentration
in Social Studies

Master of Public Administration
Master of Public Health
Master of Public Policy

Master of Science in:
Accounting

Applied Business Analytics
Cybersecurity Studies
Environmental Policy and Management
Health Information Management
Health Sciences

Information Technology
Nursing

Space Studies

Sports and Health Sciences
Sports Management
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At the undergraduate level, APUS offers programs in the following fields of study:

Bachelor of Arts in:

Criminal Justice

Emergency and Disaster Management
English

Entrepreneurship

General Studies

Government Contracting and Acquisition
History

Homeland Security

Hospitality Management

Human Development and Family Studies
Intelligence Studies

International Relations

Management

Marketing

Middle Eastern Studies

Military History

Philosophy

Political Science

Psychology

Religion

Retail Management

Reverse Logistics Management

Security Management

Sociology

Transportation and Logistics Management

Bachelor in Business Administration

Bachelor of Science in:
Accounting

Business Analytics

Criminal Justice - Forensics
Cybersecurity

Electrical Engineering
Environmental Science
Health Information Management
Fire Science Management
Information System Security
Information Technology

Bachelor of Science in (continued):
Information Technology Management
Legal Studies

Mathematics

Natural Sciences

Nursing

Public Health

Space Studies

Sports and Health Sciences

Sports Management

Technical Management

Associate of Arts in:

Business Administration
Communication

Counter-Terrorism Studies

Criminal Justice

Early Childhood Care and Education
General Studies

History

Hospitality

Management

Military History

Real Estate Studies

Retail Management

Weapons of Mass Destruction Preparedness

Associate in Applied Science in:
Health Sciences
Technical Management

Associate of Science in:
Accounting

Computer Applications

Database Application Development
Explosive Ordinance Disposal

Fire Science

Paralegal Studies

Public Health

Space Studies

Web Publishing

In addition to degree programs, APUS offers 109 certificate programs. APUS’s certificate programs generally require a
minimum of 18 credit hours and focus on a particular component of a broader degree program. Students may earn
either discrete certificates or certificates in combination with work toward a degree program. APUS also offers several
“Learning Tracks” comprised of a two-week orientation course about online learning and three academic courses in a
related area of interest. A Learning Track allows students to pursue a course of study without having to commit to a
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degree or certificate program. In the first quarter of 2017, APUS launched Momentum, its CBE Program. CBE
focuses on the achievement of knowledge and skills, providing a more flexible degree path to non-traditional students
seeking an alternative to prevailing schedule and tuition constraints. The four CBE programs, in which enrollment is
currently limited, include Retail Management, Criminal Justice, Emergency and Disaster Management, and Fire
Science. Two additional CBE programs remain in development.

For the fiscal year ended December 31, 2018, 24% of APUS students were enrolled in security and global studies
programs, 24% in business, and 22% in arts and humanities, with the remainder of students in science, technology,
education

9
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and math, health sciences, and education programs. During that period, 58% of students were enrolled in a bachelor’s
degree program, 17% in an associate degree program, 16% in a master’s degree program, and 9% in certificate or other
programs.

Student Recruitment and Marketing

APUS’s relationship-based marketing strategy focuses on building long-term, mutually beneficial relationships with
organizations and individuals in the military, military-affiliated and public service communities. We rely on outreach
teams, which serve these communities and foster long-standing relationships, as the core of this strategy. We believe
APUS’s reputation as a trusted educator positions APUS as a respected institution among certain federal and private
sector employers. These relationships, as well as APUS’s student and alumni networks, also cultivate personal
referrals. We believe that this relationship-based marketing approach enables APUS to achieve lower student
acquisition costs than otherwise would be achieved if it focused more heavily on traditional media advertising.

APUS supplements relationship-based marketing with multichannel, data-driven marketing campaigns to create
greater brand awareness, particularly for academically prepared potential students outside the military,
military-affiliated, and public service communities. In these campaigns, APUS utilizes, among other marketing
channels, digital marketing channels such as organic and paid search, APUS owned and external content and social
marketing communities, linear and digital TV advertising, radio advertising, and print advertising. Increased
competition in paid marketing channels has resulted in higher advertising costs in certain marketing channels and
could lead to increased student acquisition costs. To better manage costs and focus marketing efforts on prospective
student audiences most likely to matriculate and succeed, APUS put in place tools to provide new insights connecting
individual student performance data with third-party audience insights and the marketing touch points that attracted
them. APUS is using these insights and other highly-personalized approaches to improve future decisions with respect
to marketing mix allocation, audience targeting, new initiatives, relevant messaging, and creative decisions, as well as
to more effectively and deeply leverage platform tools that support scalable advertising development, delivery and
testing.

APUS also provides more than 200 partner organizations with a range of services to maximize strategic workforce
development goals, including dedicated client services, admissions support, custom program webpages, direct
payment options for eligible institutions, and tuition grants.

APUS continues to work to enhance the student learning experience to attract students who are more likely to persist
and succeed in its programs, and will continue to work to identify and implement potential changes and initiatives that
will more effectively attract and enroll more college-ready students on average. Such initiatives may include altering
admissions standards, which may have an adverse effect on APUS’s enrollment and our financial condition. For
additional information on the risk factors associated with such initiatives and the APUS admissions process please
refer to “Risk Factors - Risks Related to Our Business.”

Student Body and Enrollment

The student body of APUS consists of approximately 81,400 enrolled students, most of whom hold full-time
employment. Student enrollment is defined as the number of unique active students, including those who take an
approved leave of absence for up to two years, who have reached the eighth day of their first course or who have
completed at least one course within the last 12 months for which a grade was received.

APUS is focused on identifying potential changes and initiatives that will more effectively support its students and
help improve those students’ educational outcomes, including through faculty engagement initiatives and co-curricular
initiatives to increase the level of engagement and collaboration in the classroom and strengthen the bond between
APUS and its students. Improved engagement is an important element in APUS’s goal of retaining qualified students.

Accreditation
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APUS has institutional accreditation from HLC, a regional institutional accrediting agency recognized by ED. The
status and meaning of this accreditation is described more fully below in “Regulatory Environment - Accreditation.” The
next comprehensive evaluation for reaffirmation of accreditation is scheduled for the 2020-2021 academic year.

In addition to accreditation by HLC, certain programs offered by APUS have received specialized accreditations or
professional recognition. For example, the Accreditation Council for Business Schools and Programs, or ACBSP,
accredits 21 different academic programs, including the following:

*Associate of Science, Bachelor of Science and Master of Science in Accounting;

10
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eAssociate of Arts, Bachelor and Master of Business Administration;

*Associate of Arts and Bachelor of Arts in Hospitality Management;

*Associate of Arts, Bachelor of Arts, and Master of Arts in Management;
eAssociate of Arts in Real Estate Studies;

*Associate of Arts and Bachelor of Arts in Retail Management;

*Bachelor of Arts and Master of Arts in Reverse Logistics Management;

*Bachelor of Arts and Master of Arts in Entrepreneurship;

*Bachelor of Arts in Marketing; and

*Bachelor of Arts and Master of Arts in Transportation and Logistics Management.

In addition to the general ACBSP accreditation, our Bachelor of Science and Master of Science in Accounting hold
specialized accounting accreditation from ACBSP.

The Commission on Collegiate Nursing Education (CCNE) accredits the Bachelor and Masters of Science in Nursing
program. In addition, APUS has obtained professional recognition for its program concentrations in Human Resources
from the Society for Human Resource Management, for certain courses in the Sports and Health Sciences program
from the American Sport Education Program for Bronze Level Certification and the National Academy of Sports
Medicine Performance Enhancement Specialist, for the Information Systems Security program from the National
Security Agency - Information Assurance Courseware Evaluation, and for certain courses in the Human Development
and Family Studies program from the National Council on Family Relations for the Certified Family Life Educator.

Our Master of Public Health program holds accreditation from the Council on Education for Public Health (CEPH). In
addition, the International Fire Service Accreditation Congress (IFSAC) has accredited five APUS programs,
including:

eAssociate of Science in Fire Science;

*Bachelor of Science in Fire Science Management;

*Bachelor and Master of Arts in Emergency and Disaster Management; and

*Dual Master of Arts in Emergency and Disaster Management and Homeland Security.

Student Admissions

APUS welcomes prospective students to apply for admission at any time through an online application process. The
current qualification for most undergraduate programs is a high school diploma or General Education Development

certificate. Applicants for graduate programs must hold a bachelor’s degree from an accredited U.S. institution or an
equivalent foreign institution. Certain programs may have additional admissions standards and restrictions.

In April 2017, APUS continued to strengthen its verification process by implementing new procedures for prospective
non-military students, an effort that originated in April 2015 with the implementation of a requirement for prospective
students to complete a free, noncredit admissions assessment. APUS has made multiple changes to the assessment
process since its original implementation and may further modify it in the future in order to better identify
college-ready students. For example, in July 2017, APUS implemented a process requiring enhanced certification of
prospective non-military students’ prior transcripts. These initiatives require significant time, energy and resources,
and if our efforts are not successful, they may adversely impact our results of operations, cash flows, and financial
condition. Even if these initiatives successfully lead to the identification and enrollment of students who are likely to
succeed and improving student experience, they could result in adverse impacts on APUS enrollments.

Cost of Attendance and Financial Aid
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We believe that APUS’s ability to offer affordable programs is one of its competitive strengths. Many APUS students
also transfer a significant number of previously earned academic credit hours, which reduces the length of time
required to earn their degrees, and therefore reduces the cost of the degree.

APUS most recently raised tuition for undergraduate and graduate students more than three years ago, in July 2015.
Prior to that increase, APUS had not raised undergraduate tuition for 15 years or graduate tuition for four years.
Undergraduate tuition at APUS is $270 per credit hour, or $810 per three-credit course. In general, a bachelor’s degree
may be earned for $32,670 in tuition costs at current tuition rates. APUS’s graduate tuition is now $350 per credit hour,
or $1,050 per three-credit course, which means many APUS graduate degrees may be earned for $12,600 in tuition at
current tuition rates. The combined tuition, fees and books at APUS are designed to be less expensive for
undergraduate and graduate students than the average in-state cost at a public university. APUS provides a tuition
grant to support students who are U.S. Military active duty service

11
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members, National Guard members, reservists, military spouses and dependents, and veterans. For such individuals,
tuition is set at the pre-July 2015 rates, with undergraduate course tuition at $250 per credit hour, and graduate course
tuition at $325 per credit hour. APUS estimates that the military tuition grant applied to approximately 75% and 77%
of its 2017 and 2018 total net course registrations, respectively.

The July 2015 tuition increase was APUS’s first undergraduate tuition increase since 2000, and the first graduate
tuition increase in four years. According to ED’s College Affordability and Transparency Center, APUS was listed as
the private for-profit, four-year or more undergraduate institution with the 18th lowest tuition for 2016-2017 and 19th
lowest net price for 2015-2016, in each case the most recent years for which data is available.

Undergraduate students enrolled in courses for academic credit receive their textbooks and certain course materials at
no additional cost to them through an institutional book-grant program. This book grant represents an approximate
savings over the course of a student’s undergraduate degree program of $5,000 as compared to public four-year
colleges and universities according to comparative information from The College Board’s Trends in College Pricing
2018 report. APUS also utilizes open access and online library materials where appropriate and works with various
publishers to reduce the cost of textbooks and course materials for both undergraduate students receiving the book
grant and for graduate students who pay for textbooks and course materials.

In July 2017, APUS began accepting applications for two applied doctoral programs in Strategic Intelligence and
Global Security. The first cohorts began in January 2018. The programs meet a need for higher-level education and
research combined with professional practice in these fields. The doctoral degrees tuition and residency costs range
from $5,005 to $6,675 per term and include a book grant for course materials. APUS doctoral degrees may be earned
for between $50,054 and $60,054 in tuition at current tuition rates.

APUS does not charge an admission fee or fees for services such as registration, course drops or similar events that
trigger fees at many other institutions. Because APUS is an exclusively online institution, there are no required
resident fees, such as for parking, food service, student union, and recreation. APUS charges students a technology
fee, but provides a grant to cover the technology fee for students using DoD tuition assistance programs. When
applicable, APUS students are charged certain additional fees, such as graduation, late registration, transcript request,
and comprehensive examination fees.

DoD tuition assistance programs cover $250 per credit hour for military students, and these students may also be able
to use VA education benefits or aid from ED’s Title IV programs to cover any remaining cost, as described more fully
below in “Sources of Student Financing” and “Regulatory Environment - Student Financing Sources and Related
Regulations/Requirements.” APUS has set its tuition grant so that the DoD tuition assistance program covers the full
tuition cost of undergraduate courses for members of the military up to the annual maximum benefit.

Sources of Student Financing

APUS’s students finance their education through a combination of individual resources, DoD tuition assistance
programs, ED’s Title IV programs, VA education benefits, private loans, state and federal grants, and corporate
reimbursement programs. Most students rely on some form of financial aid in addition to their individual resources.
Students utilizing DoD’s tuition assistance programs accounted for 37%, those utilizing ED’s Title IV programs 26%,
and those using VA education benefits 23% of APUS’s net course registrations in 2018, and we believe that the ability
of our students to participate in these programs is essential to APUS’s success. Participation in the DoD tuition
assistance programs, ED’s Title IV programs and VA education benefits add to APUS’s regulatory burden, as described
more fully below in “Regulatory Environment - Student Financing Sources and Related Regulations/Requirements.”

Federal legislative activity, including government shutdowns and other budgetary actions, as well as actions by ED
and DoD may adversely impact the ability of our students to obtain loans, grants and other forms of tuition financing.
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Such actions could include eliminating various education and loan programs, reducing the funds or benefits (or both)
available under those programs, or enacting new restrictions on participation in those programs. Any such changes, or
any other reductions in the funding for such programs, could have a material adverse effect on APUS’s enrollments
and our financial condition. The potential risks associated with these and similar events are described more fully
below in “Risk Factors - Risks Related to Our Business.”
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Faculty and Staff

APUS’s faculty consists of approximately 1,790 full and part-time faculty members with relevant teaching and
practitioner experience. The institution also employs professional staff of approximately 850 non-faculty employees to
administer APUS’s academic, technology, service and business operations. Most of APUS’s non-faculty employees are
based at either its headquarters in Charles Town, West Virginia, or at its administrative offices in Manassas, Virginia.
None of APUS’s employees are parties to any collective bargaining arrangement. We believe that APUS has a good
relationship with its employees.

APUS has approximately 350 full-time faculty members with the remainder designated as part-time. APUS
establishes full-time and part-time positions based on program and course enrollment. Many of APUS’s full-time
faculty began their careers with APUS as part-time faculty. We expect that APUS’s faculty headcount and the
composition of full-time and part-time faculty will vary with fluctuations in enrollment.

We believe that APUS’s well-regarded faculty, which includes many former and current practitioners in their fields,
attracts new students to APUS. A significant majority of APUS’s graduate faculty members hold terminal degrees or
doctorates in their relevant fields, and virtually all undergraduate faculty members hold graduate degrees. Exceptions
have been granted for a limited number of APUS’s faculty members who do not meet degree standards and who
provide evidence of significant experience and achievement in the field of study that they teach, in accordance with
APUS’s faculty quality guidelines. Many APUS faculty members have relevant experience at other universities and
within military, corporate, and government institutions.

We believe that the quality of APUS’s faculty is critical to the student experience and student outcomes and is
therefore vital to APUS’s success. APUS regularly reviews the performance of its faculty by, among other things,
monitoring the online contact that faculty has with students, reviewing student feedback, and evaluating the learning
outcomes achieved by students. If APUS determines that a faculty member is not performing at an acceptable level, it
works with the faculty member to improve performance by assigning the faculty member a mentor, providing
additional training and/or coaching the faculty member for success. If the faculty member’s performance does not
improve, APUS will no longer employ that faculty member to teach. APUS does not offer tenure to faculty members.

We believe that the composition of APUS’s student body and curriculum are particularly attractive to potential faculty
members because of the opportunity to teach relevant material to students who can implement higher education
learning at their workplaces. APUS recruits faculty members through referrals by current faculty members,
advertisements in higher education and trade association journals and its internet presence. Upon selection for a
position, APUS requires each new faculty member to complete an orientation and training program that leads to their
certification to teach at APUS and assignment to courses. All faculty members participate in annual
faculty-development opportunities and requirements.

Intellectual Property

APUS owns and exercises rights associated with patents, copyrights, trademarks, service marks, domain names,
agreements, and registrations to protect its intellectual property. APUS owns all course syllabi and course and
instructional materials developed by APUS faculty and employees and, as such, these course materials may be used by
APUS in current and future courses as needed to facilitate instruction, and may be modified by APUS to meet
evolving course or curriculum requirements. In general, APUS does not assert ownership claims to scholarly works of
its faculty, such as articles and books, which were not developed as APUS course materials. Such intellectual property
of APUS’s individual faculty members remains the property of each such faculty member and is reserved specifically
for use only by the faculty member who owns it, unless the faculty member grants permission for use by others.

APUS relies on agreements under which it obtains rights to use course content developed by faculty members and
other third-party content providers. APUS owns the copyright for a work by a faculty member if APUS compensated
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the faculty member for the particular product or if APUS funded the research in whole or in part.

APUS has secured rights to trademarks for various names and terms used in its business, including “American Public
University System,” “American Military University,” “American Public University” and logos incorporating the foregoing
terms and acronyms of those terms, as well as “Ready When You Are,” “Educating Those Who Serve,” “RESPECTED.
AFFORDABLE. ONLINE.,” “COMMITTED TO YOUR FUTURE,” “MASTERS OF DISASTER,” “MOMENTUM,”
“MyMomentum” and the term “Partnership At a Distance.” These trademarks and brand names are central to a number of
APUS’s marketing efforts and we believe they are important to how prospective students identify APUS. APUS also

owns rights to more than 200 internet domain names pertaining to APEI, APUS, AMU, APU and other unique

descriptors. The U.S. Patent and Trademark Office issued APUS a patent for PAD in February 2011.
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Competition

Within the postsecondary education market, APUS competes primarily with not-for-profit public and private two-year
and four-year colleges as well as other for-profit schools, particularly those that offer online learning programs. APUS
also competes in specific targeted markets, such as those discussed below. For additional information regarding
APUS’s competitive environment, please refer to “Business - Company Overview - Competition.”

APUS has focused on serving the military community since its founding as AMU, and the military market continues
to be the primary market for APUS. Within the military market, there are more than 2,700 institutions that serve
military students and receive funds through the DoD tuition assistance program. The primary competitors for military
students are other institutions offering online instruction, and colleges and universities offering on-campus instruction
located near military installations. Over the last several years, a number of APUS’s competitors have expanded their
outreach and marketing efforts directed at active duty and reserve service members, as well as veterans.

We believe that APUS will continue to see increased competition in the military community from both not-for-profit
and for-profit schools. As traditional not-for-profit public and private schools advance their online capabilities, they
will be able to more easily support the military community. At the same time, for-profit schools will market to
students 