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Approximate date of commencement of proposed sale to the public: As soon as practicable after this registration
statement becomes effective.

If any of the securities being registered on this form are to be offered on a delayed or continuous basis pursuant to
Rule 415 under the Securities Act of 1933, check the following box. o

If this form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act,
check the following box and list the Securities Act registration statement number of the earlier effective registration
statement for the same offering. o

If this form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. o

If this form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following
box and list the Securities Act registration statement number of the earlier effective registration statement for the same
offering. o

Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer,
or a smaller reporting company. See the definitions of large accelerated filer, accelerated filer and smaller reporting
company in Rule 12b-2 of the Exchange Act. (Check one):

Large accelerated
filer o Accelerated filer o Non-accelerated filer p Smaller reporting company o
(Do not check if a smaller reporting
company)

CALCULATION OF REGISTRATION FEE

Proposed Maximum  Proposed Maximum

Title of Each Class of Amount to be Offering Price Per Aggregate Offering Amount of
Security To be Registered Registered(1) Share(2) Price(2) Registration Fee(3)
Common Stock, par value
$0.01 per share 12,075,000 $20.00 $241,500,000 $9,491

(1) Includes 1,575,000 shares of Common Stock issuable upon exercise of the underwriters over-allotment option.

(2) Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(0) under the Securities
Act.

(3) Previously paid.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay
its effective date until the Registrant shall file a further amendment which specifically states that this
Registration Statement shall thereafter become effective in accordance with Section 8(a) of the Securities Act or
until the Registration Statement shall become effective on such date as the Commission, acting pursuant to said
Section 8(a), shall determine.
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The information in this prospectus is not complete and may be changed. We may not sell these securities until the
registration statement filed with the Securities and Exchange Commission is effective. This prospectus is not an
offer to sell these securities and it is not soliciting an offer to buy these securities in any jurisdiction where the offer
or sale is not permitted.

Subject to Completion
Dated October 31, 2008

10,500,000 Shares

Grand Canyon Education, Inc.
Common Stock

This is the initial public offering of common stock of Grand Canyon Education, Inc. We are offering
10,500,000 shares of our common stock.

Prior to this offering, there has been no public market for our common stock. The initial public offering price of our
common stock is expected to be between $18.00 and $20.00 per share. We have received approval to list our common
stock on the Nasdaq Global Market under the symbol LOPE.

Seventy-five percent (75%) of the gross proceeds from the sale of stock in this offering, before underwriting discounts
and commissions and estimated offering expenses, will be paid to our existing stockholders as a special distribution.

Investing in our common stock involves risks. See Risk Factors beginning on page 11.

Per Share Total

Public offering price $ $
Underwriting discounts $ $
Proceeds, before expenses, to us $ $

We have granted the underwriters a 30-day option to purchase up to 1,575,000 additional shares of common stock
from us at the public offering price, less the underwriting discounts and commissions, to cover over-allotments of
shares, if any.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of

these securities or determined if this prospectus is truthful or complete. Any representation to the contrary is a
criminal offense.

Table of Contents 5



Edgar Filing: Grand Canyon Education, Inc. - Form S-1/A

Delivery of the shares of common stock will be made on or about , 2008.

Joint Book-Running Managers

Credit Suisse

BMO Capital Markets William Blair & Company Piper Jaffray

The date of this prospectus is , 2008.

Merrill Lynch & Co.
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ABOUT THIS PROSPECTUS

You should rely only on the information contained in this prospectus. We have not authorized anyone to
provide you with information different from that contained in this prospectus. We are offering to sell, and
seeking offers to buy, shares of common stock only in jurisdictions where offers and sales are permitted. You
should assume that the information contained in this prospectus is accurate only as of the date of this
prospectus, regardless of the time of delivery of this prospectus or of any sale of common stock. Our business,
financial condition, results of operations, and prospects may have changed since that date.

Until , 2008 (25 days after the date of this prospectus), all dealers, whether or not participating in this offering,
that effect transactions in these securities may be required to deliver a prospectus. This is in addition to the dealer s
obligation to deliver a prospectus when acting as an underwriter in this offering and when selling previously unsold
allotments or subscriptions.
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PROSPECTUS SUMMARY

This summary highlights information contained elsewhere in this prospectus. This summary sets forth the material

terms of the offering, but does not contain all of the information that you should consider before investing in our

common stock. You should read the entire prospectus carefully before making an investment decision, especially the

risks of investing in our common stock described under Risk Factors. Unless the context otherwise requires, the terms
we, us, our, and Grand Canyon refer to Grand Canyon Education, Inc. and our predecessor as context requires.

Overview

We are a regionally accredited provider of online postsecondary education services focused on offering graduate and
undergraduate degree programs in our core disciplines of education, business, and healthcare. In addition to our online
programs, we offer ground programs at our traditional campus in Phoenix, Arizona and onsite at the facilities of
employers. We are committed to providing an academically rigorous educational experience with a focus on
career-oriented programs that meet the objectives of working adults. We utilize an integrated, innovative approach to
marketing, recruiting, and retaining students, which has enabled us to increase enrollment from approximately 3,000
students at the end of 2003 to approximately 22,000 students at September 30, 2008, representing a compound annual
growth rate of approximately 52%. At December 31, 2007, our enrollment was approximately 14,800, 85% of our
students were enrolled in our online programs, and 62% of our students were pursuing master s degrees.

Our three core disciplines of education, business, and healthcare represent large markets with attractive employment
opportunities. According to a March 2008 report from the U.S. Department of Education, National Center for
Education Statistics, or NCES, these disciplines ranked as three of the four most popular fields of postsecondary
education, based on degrees conferred in the 2005-06 school year. The U.S. Department of Labor, Bureau of Labor
Statistics, or BLS, estimated in its 2008-09 Career Guide that these fields comprised over 40 million jobs in 2006,
many of which require postsecondary education credentials. Furthermore, the BLS has projected that the education,
business, and healthcare fields will generate approximately six million new jobs between 2006 and 2016.

We primarily focus on recruiting and educating working adults, whom we define as students age 25 or older who are
pursuing a degree while employed. As of September 30, 2008, approximately 92% of our online students were age 25
or older. We believe that working adults are attracted to the convenience and flexibility of our online programs
because they can study and interact with faculty and classmates during times that suit their schedules. We also believe
that working adults represent an attractive student population because they are better able to finance their education,
more readily recognize the benefits of a postsecondary degree, and have higher persistence and completion rates than
students generally.

We have experienced significant growth in enrollment, net revenue, and operating income over the last several years.
Our enrollment at December 31, 2007 was approximately 14,800, representing an increase of approximately 38% over
our enrollment at December 31, 2006. Our net revenue and operating income for the year ended December 31, 2007
were $99.3 million and $4.3 million, respectively, representing increases of 37.7% and 42.8%, respectively, over the
year ended December 31, 2006. Our enrollment at September 30, 2008 was approximately 22,000, representing an
increase of approximately 63% over our enrollment at September 30, 2007. Our net revenue and operating income for
the nine months ended September 30, 2008 were $109.6 million, and $9.0 million, respectively, representing increases
of 60.1% and 305.5%, respectively, over the nine months ended September 30, 2007. We seek to achieve continued
growth in a manner that reinforces our reputation for providing academically rigorous, career-oriented educational
programs that advance the careers of our students.
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We have been regionally accredited by the Higher Learning Commission of the North Central Association of Colleges
and Schools, or the Higher Learning Commission, and its predecessor since 1968, and we were reaccredited by the
Higher Learning Commission in 2007 for the maximum term of ten years. In addition, we have specialized
accreditations for certain programs from the Association of Collegiate Business Schools and Programs, the
Commission on Collegiate Nursing Education, and the Commission on Accreditation of Athletic
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Training Education. We believe that our regional accreditation, together with these specialized accreditations, reflect
the quality of our programs, enhance their marketability, and improve the employability of our graduates.

We were founded as Grand Canyon College, a traditional, private, non-profit college, in 1949 and moved to our
existing campus in Phoenix, Arizona in 1951. In February 2004, several of our current stockholders acquired Grand
Canyon University and converted it to a for-profit institution. Since then, we have enhanced our senior management
team, expanded our online platform and programs, and initiated a marketing and branding effort to further
differentiate us in the markets in which we operate and support our continued growth.

Industry

The United States market for postsecondary education represents a large and growing opportunity. According to the
March 2008 NCES report, total revenue for all degree-granting postsecondary institutions was over $385 billion for
the 2004-05 school year. In addition, according to a September 2008 NCES report, approximately 18.0 million
students were projected to be enrolled in postsecondary institutions in 2007 and the number was projected to grow to
18.6 million by 2010. We believe that future growth in this market will be driven, in part, by the increasing number of
job openings in occupations that require bachelor s or master s degrees, which a November 2007 report based on BLS
data has projected will grow approximately 17% and 19%, respectively, between 2006 and 2016, or nearly double the
growth rate the BLS projected for occupations that do not require postsecondary degrees. Moreover, according to

U.S. Census Bureau data, individuals with a postsecondary degree are able to obtain a significant compensation
premium relative to individuals without a degree.

The market for online postsecondary education is growing more rapidly than the overall postsecondary market. A
2007 study by Eduventures, LLC, an education consulting and research firm, projected that from 2002 to 2007
enrollment in online postsecondary programs increased from approximately 0.5 million to approximately 1.8 million,
representing a compound annual growth rate of approximately 30.4%. In comparison, in September 2008 the NCES
projected a compound annual growth rate of 1.6% in enrollment in postsecondary programs overall during the same
period. We believe this growth has been driven by a number of factors, including the greater convenience and
flexibility of online programs as compared to ground-based programs and the increased acceptance of online programs
among academics and employers. According to a 2006 survey by the Sloan Consortium, a trade group focused on
online education, 79.1% of chief academic officers surveyed at institutions with 15,000 or more students, most of
which offer online programs, and 61.9% of all chief academic officers surveyed, believe that online learning outcomes
are equal or superior to traditional face-to-face instruction.

Competitive Strengths

We believe we have the following competitive strengths:

Established presence in targeted, high demand disciplines. We have an established presence within our three core
disciplines of education, business, and healthcare. We believe our focused approach enables us to develop our
academic reputation and brand identity within our core disciplines, recruit and retain quality faculty and staff
members, and meet the educational and career objectives of our students.

Focus on graduate degrees for working adults. We have designed our program offerings and our online delivery
platform to meet the needs of working adults, particularly those seeking graduate degrees to obtain pay increases or

job promotions that are directly tied to higher educational attainment.

Innovative marketing, recruiting, and retention strategy. We have developed an integrated, innovative approach to
student marketing, recruitment, and retention to reach our targeted students. We also proactively provide support to
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students at key points during their consideration of, and enrollment at, Grand Canyon University to enhance the
probability of student enrollment and retention.
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Commitment to offering academically rigorous, career-oriented programs. We are committed to offering
academically rigorous educational programs that are designed to help our students achieve their career objectives. Our
programs are taught by qualified faculty, substantially all of whom hold at least a master s degree and often have
practical experience in their respective fields.

Complementary online capabilities and campus-based tradition. We believe that our online capabilities, combined
with our nearly 60-year heritage as a traditional campus-based university, differentiate us in the for-profit
postsecondary market and enhance the reputation of our degree programs among prospective students and employers.

Experienced executive management team with strong operating track-record. Our executive management team
possesses extensive experience in the management and operation of publicly-traded for-profit, postsecondary
education companies, as well as other educational services businesses, including in the areas of marketing to,
recruiting, and retaining students pursuing online and other distance education degree offerings, and in online content
development.

Growth Strategies
We intend to pursue the following growth strategies:

Increase enrollment in existing programs. We intend to increase enrollment in existing programs within our three
core disciplines, which we believe offer ample opportunity for growth. We also intend to continue to increase the
number of our enrollment counselors and marketing and student services personnel to drive enrollment growth and
enhance student retention.

Expand online program and degree offerings. We develop and offer new programs that we believe have attractive
demand characteristics. We launched 17 new online program offerings in 2007 and have launched twelve in the first
nine months of 2008, including our first doctoral degree program. Our new program offerings typically build on
existing programs and offer our students the opportunity to pursue their specific educational objectives while allowing
us to expand our program offerings with only modest incremental investment.

Further enhance our brand recognition. We continue to enhance our brand recognition by pursuing online and offline
marketing campaigns, establishing strategic branding relationships with recognized industry leaders, and developing
complementary resources in our core disciplines that increase the overall awareness of our offerings.

Expand relationships with private sector and government employers. We seek additional relationships with health
care systems, school districts, emergency services providers, and other employers through which we market our
offerings to their employees. These relationships provide leads for our programs, build our recognition among
employers in our core disciplines, and enable us to identify new programs and degrees that are in demand by students
and employers.

Leverage infrastructure and drive earnings growth. We have made significant investments in our people, processes,
and technology infrastructure since 2004. We believe these investments have prepared us to deliver our academic
programs to a much larger student population with only modest incremental investment. We intend to leverage our
historical investments as we increase our enrollment, which we believe will allow us to increase our operating margins
over time.

Risks Affecting Us
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Our business is subject to numerous risks, as discussed more fully in the section entitled Risk Factors immediately
following this Prospectus Summary. In particular, our business would be adversely affected if:

we are unable to attract and retain students as a result of the highly competitive markets in which we
operate;
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we are unable to comply with the extensive regulatory requirements to which our business is subject,
including requirements governing the Title IV federal student financial aid programs, state laws and
regulations, and accrediting commission requirements;

we experience any student, regulatory, reputational, or other events that adversely affect our graduate
degree offerings, from which we currently derive a significant portion of our revenues;

we experience damage to our reputation or other adverse effects in connection with any compliance audit;
regulatory action; investigation, including the investigation of Grand Canyon University currently being
conducted by the Office of Inspector General of the U.S. Department of Education; or litigation, including
the pending qgui tam action regarding the manner in which we have compensated our enrollment
personnel; or as a result of negative publicity affecting us or other companies in the for-profit
postsecondary education sector;

we are unable to attract and retain key personnel needed to sustain and grow our business;
our students are unable to obtain student loans on affordable terms, or at all;
adverse economic or other developments affect demand in our core disciplines; or

we are unable to develop new programs or expand our existing programs in a timely and cost-effective
manner.

Corporate Information

We were formed in Delaware in November 2003 for the purpose of acquiring the assets of Grand Canyon University.
Prior to completion of this offering, we intend to effect a reorganization pursuant to which we will transfer
substantially all of our operations to a newly created wholly-owned subsidiary. Our principal executive offices are
located at 3300 West Camelback Road, Phoenix, Arizona 85017, and our telephone number is (602) 639-7500. Our
website is located at www.gcu.edu. The information on, or accessible through, our website does not constitute part of,
and is not incorporated into, this prospectus.

Accreditation

We are accredited by the Higher Learning Commission of the North Central Association of Colleges and Schools,

30 N. LaSalle Street, Suite 2400, Chicago, Illinois 60602-2504; telephone (312) 263-0456; website www.ncahlc.org.
The information on, or accessible through, the website of the Higher Learning Commission does not constitute part of,
and is not incorporated into, this prospectus.

Industry Data

We use market data and industry forecasts and projections throughout this prospectus, which we have obtained from
market research, publicly available information, and industry publications. These sources generally state that the
information they provide has been obtained from sources believed to be reliable, but that the accuracy and
completeness of the information are not guaranteed. The forecasts and projections are based on industry surveys and
the preparers experience in the industry as of the time they were prepared, and there is no assurance that any of the
projected numbers will be reached. Similarly, we believe that the surveys and market research others have completed
are reliable, but we have not independently verified their findings.
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OFFERING SUMMARY
Common stock offered by us 10,500,000 shares
Common stock outstanding after this
offering 41,999,354 shares
Use of proceeds We estimate that the net proceeds to us from this offering will be

approximately $179.7 million, or approximately $207.6 million if the
underwriters exercise their over-allotment option in full, based on the
midpoint of the price range set forth on the cover page of this prospectus
and after deducting the underwriting discounts and commissions and
estimated offering expenses payable by us.

As described in  Use of Proceeds and Special Distribution, we will use the
proceeds of this offering to pay a special distribution to our stockholders
of record as of September 26, 2008, in the amount of 75% of the gross
proceeds received by us from the sale of stock in this offering, including
any proceeds we receive from the underwriters exercise of their
over-allotment option, before underwriting discounts and commissions
and estimated offering expenses. We also intend to use $16.0 million of
the proceeds of this offering to repurchase an outstanding warrant to
purchase shares of our common stock. We intend to use the remaining
proceeds to pay the expenses of this offering and for general corporate
purposes.

The payment of the special distribution in the amount described above
permits a return of capital to all of our stockholders as of the record date,
and does so without significantly decreasing our capital resources or
requiring these stockholders to sell their shares. Of the estimated
aggregate amount of the special distribution of $149.6 million (exclusive
of any amounts that may be received from the underwriters exercise of the
over-allotment option), assuming an initial public offering price of
$19.00 per share, which is the midpoint of the price range set forth on the
cover page of this prospectus, $81.1 million will be paid in respect of
shares of our capital stock over which our directors and executive officers
are deemed to exercise sole or shared voting or investment power. These
proceeds will be allocated as set forth in the following table.

Special
Distribution
(In thousands)

Directors

Chad N. Heath®) $ 45,849
D. Mark Dorman( $ 45,849
Executive Officers

Brent D. Richardson $ 16,766
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John E. Crowley $ 1,736
Christopher C. Richardson $ 16,775
All directors and executive officers as a group $ 81,127

(1) Represents shares owned by Endeavour Capital Fund IV, L.P. and
certain affiliated funds. D. Mark Dorman and Chad N. Heath, two
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of our directors, are managing directors of Endeavour Capital IV,
LLC, the general partner of such funds.

See Special Distribution and Certain Relationships and Related
Transactions Special Distribution for additional information regarding the
beneficiaries of the special distribution.

Dividend policy Except with respect to the special distribution, we do not anticipate
declaring or paying any cash dividends on our common stock in the
foreseeable future.

Risk factors You should carefully read and consider the information set forth under the
heading titled Risk Factors and all other information set forth in this
prospectus before deciding to invest in shares of our common stock.

Proposed Nasdaq Global Market symbol LOPE

The number of shares of our common stock to be outstanding following this offering is based on the number of shares
of our common stock outstanding as of September 30, 2008, and excludes 5,249,921 shares of common stock reserved
for future issuance under our stock-based compensation plans. The 5,249,921 shares reserved for future issuance
includes 104,998 fully vested restricted shares to be granted to Brian E. Mueller, our Chief Executive Officer, and
704,923 fully vested and 2,492,256 unvested stock options to be granted to employees and a director immediately
following the effectiveness of the offering at the initial public offering price.

Unless otherwise indicated, this prospectus reflects and assumes the following:
no exercise by the underwriters of their option to purchase up to 1,575,000 additional shares from us;
a 1,826-for-one split of our outstanding common stock effected on September 29, 2008;

the automatic conversion of all outstanding shares of Series A convertible preferred stock into
10,870,178 shares of common stock upon the closing of the offering;

the filing of an amendment to our certificate of incorporation to provide for the automatic conversion of
all outstanding shares of Series C preferred stock into 1,410,526 shares of common stock upon the closing
of the offering based on a conversion price equal to the initial public offering price per share, assuming an
initial public offering price of $19.00 per share, which is the midpoint of the range set forth on the cover
page of this prospectus;

the repurchase by us of an outstanding warrant to purchase 909,348 shares of common stock at an exercise
price of $0.58 per share for $16.0 million in cash, as described under Use of Proceeds;

the filing of our amended and restated certificate of incorporation and the adoption of our amended and
restated bylaws immediately prior to the effectiveness of this offering; and

the rounding of all fractional share amounts to the nearest whole number.
6
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SUMMARY FINANCIAL AND OTHER DATA

The following table sets forth our summary financial and other data as of the dates and for the periods indicated. The
statement of operations and other data, excluding period end enrollment, for each of the years in the three-year period
ended December 31, 2007, have been derived from our audited financial statements, which are included elsewhere in
this prospectus. The statement of operations and other data, excluding period end enrollment, for each of the nine
month periods ended September 30, 2007 and 2008, and the balance sheet data as of September 30, 2008, have been
derived from our unaudited financial statements, which are presented elsewhere in this prospectus and include, in the
opinion of management, all adjustments, consisting of normal, recurring adjustments, necessary for a fair presentation
of such data. Our historical results are not necessarily indicative of our results for any future period.

You should read the following summary financial and other data in conjunction with Selected Financial and Other
Data, Management s Discussion and Analysis of Financial Condition and Results of Operations, and our financial
statements and related notes included elsewhere in this prospectus.

Nine Months Ended
Year Ended December 31, September 30,
2005 2006 2007 2007 2008
(Restated)® (Unaudited)

(In thousands, except enrollment
and per share data)

Statement of Operations Data:

Net revenue $ 51,793 $ 72,111 $ 99,326 $ 68,472 $ 109,626
Costs and expenses:

Instructional costs and services 28,063 31,287 39,050 27,531 36,995
Selling and promotional 14,047 20,093 35,148 24,291 46,035
General and administrative 12,968 15,011 17,001 11,848 15,992
Royalty to former owner 1,619 2,678 3,782 2,585 1,612
Total costs and expenses 56,697 69,069 94,981 66,255 100,634
Operating income (loss) (4,904) 3,042 4,345 2,217 8,992
Interest expense (3,098) (2,827) (2,975) (2,236) (2,156)
Interest income 276 912 1,172 887 508
Income (loss) before income taxes (7,726) 1,127 2,542 868 7,344
Income tax expense (benefit)® (3,440) 529 1,016 347 2,868
Net income (loss) (4,286) 598 1,526 521 4,476
Preferred dividends (527) (349) (251) (791)

Net income available (loss attributable)
to common stockholders $ 4,286) $ 71 $ 1,177 $ 270 $ 3,685

Earnings (loss) per common share
Basic $ (023 $ 000 $ 006 $ 0.01 $ 0.19
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Diluted $ (023 $ 000 $ 003 $ 0.01 0.11

Shares used in computing earnings

(loss) per common share

Basic 18,470 18,853 18,923 18,885 19,133

Diluted 18,470 36,858 35,143 35,189 32,097

Pro forma earnings per common share

(Unaudited)®

Basic $ 003 0.09

Diluted $ 003 0.09

Shares used in computing pro forma

earnings per common share

(Unaudited)®

Basic 38,913 39,047

Diluted 44,263 41,141
7
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Nine Months Ended
Year Ended December 31, September 30,
2005 2006 2007 2007 2008
(Restated)® (Unaudited)

Other Data:

Capital expenditures $ 817
Depreciation and amortization $ 1,879
Adjusted EBITDA® $ (895
Period end enrollment:

Online 6,212
Ground 2,210
Balance Sheet Data:

Cash and cash equivalents

Total assets

Capital lease obligations (including short-term)

Other indebtedness (including short-term indebtedness)
Preferred stock

Total stockholders equity (deficit)®

$
$
$

(In thousands, except enrollment
and per share data)

2387 $ 7406 % 5,136 $ 6,015
2396 $ 3300 $ 2,319 $ 3,676
9,074 $ 11,723  § 7,309 $ 14,468
8,406 12,497 11,306 19,287
2,256 2,257 2,193 2,670
As of September 30, 2008
Pro Forma,
as
Actual Pro Forma® Adjusted®
(Unaudited)
(In thousands)
$ 22227 $ 22,227 $ 36,337
105,618 105,618 119,728
30,775 30,775 30,775
1,814 1,814 1,814
32,739
(7,457) (124,343) 45,947

(1) Our financial statements at December 31, 2006 and 2007 and for each of the three years in the period ended

December 31, 2007 have been restated. See Note 3, Restatement of Financial Statements,

in our financial

statements that are included elsewhere in this prospectus.

(2) On August 24, 2005, we converted from a limited liability company to a taxable corporation. For all periods
subsequent to such date, we have been subject to corporate-level U.S. federal and state income taxes.

(3) Asdescribed in Use of Proceeds and Special Distribution,

we will use the proceeds of this offering to pay a

special distribution to our stockholders of record as of September 26, 2008, in the amount of 75% of the gross
proceeds received by us from the sale of stock in this offering, including any proceeds we receive from the
underwriters exercise of their over-allotment option, before underwriting discounts and commissions and
estimated offering expenses. Since the special distribution represents distributions to existing stockholders to be
made from the proceeds of an initial public offering, the pro forma balance sheet as of September 30, 2008
reflecting the distribution, but not giving effect to the offering proceeds, is presented. In addition, since the
amount of the special distribution exceeds net income for the twelve-month period ended September 30, 2008,
pro forma earnings per common share, basic and diluted, are presented for the year ended December 31, 2007
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and for the nine-month period ended September 30, 2008, which amounts give effect to the number of shares that
would be required to be issued at an assumed initial public offering price of $19.00 per share to pay the amount
of dividends that exceeds net income for the twelve-month period ended September 30, 2008. The pro forma
balance sheet and earnings per common share data also assume the conversion of all outstanding shares of

Series A convertible preferred stock into 10,870,178 shares of common stock, as well as the conversion of all
outstanding shares of Series C preferred stock into 1,410,526 shares of common stock upon the closing of the
offering based on a conversion price equal to $19.00 per share, which is the midpoint of the range set forth on the
cover page of this prospectus.

Adjusted EBITDA is defined as net income (loss) plus interest expense net of interest income, plus income tax
expense (benefit), and plus depreciation and amortization (EBITDA), as adjusted for (i) royalty payments
incurred pursuant to an agreement with our former owner that has been terminated as of April 15, 2008, as

8
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discussed in Management s Discussion and Analysis of Financial Condition and Results of Operations  Factors
affecting comparability = Settlement with former owner and Note 2 to our financial statements that are included
elsewhere in this prospectus, and (ii) management fees and expenses that are no longer paid or that will no longer
be payable following completion of this offering.

We present Adjusted EBITDA because we consider it to be an important supplemental measure of our operating
performance. We also make certain compensation decisions based, in part, on our operating performance, as
measured by Adjusted EBITDA. See Compensation Discussion and Analysis Impact of Performance on
Compensation. All of the adjustments made in our calculation of Adjusted EBITDA are adjustments to items that
management does not consider to be reflective of our core operating performance. Management considers our core
operating performance to be that which can be affected by our managers in any particular period through their
management of the resources that affect our underlying revenue and profit generating operations during that
period. Management fees and expenses and royalty expenses paid to our former owner are not considered
reflective of our core operating performance.

Our management uses Adjusted EBITDA:
in developing our internal budgets and strategic plan;
as a measurement of operating performance;
as a factor in evaluating the performance of our management for compensation purposes; and

in presentations to the members of our board of directors to enable our board to have the same
measurement basis of operating performance as are used by management to compare our current operating
results with corresponding prior periods and with the results of other companies in our industry.

However, Adjusted EBITDA is not a recognized measurement under U.S. generally accepted accounting

principles, or GAAP, and when analyzing our operating performance, investors should use Adjusted EBITDA in
addition to, and not as an alternative for, net income, operating income, or any other performance measure
presented in accordance with GAAP, or as an alternative to cash flow from operating activities or as a measure of
our liquidity. Because not all companies use identical calculations, our presentation of Adjusted EBITDA may not
be comparable to similarly titled measures of other companies. Adjusted EBITDA has limitations as an analytical
tool, as discussed under Management s Discussion and Analysis of Financial Condition and Results of Operations
Non-GAAP Discussion.

The following table provides a reconciliation of net income (loss) to Adjusted EBITDA, which is a non-GAAP
measure, for the periods indicated:

Nine Months Ended
Year Ended December 31, September 30,
2005 2006 2007 2007 2008
(Restated)® (Unaudited)
(In thousands)
Net income (loss) $ (4,286) $ 598 $ 1,526 $ 521 $ 4,476
Plus: interest expense net of interest income 2,822 1,915 1,803 1,349 1,648
Plus: income tax expense (benefit) (3,440) 529 1,016 347 2,868
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Plus: depreciation and amortization
EBITDA

Plus: royalty to former owner®
Plus: management fees and expenses®

Adjusted EBITDA

$

1,879
(3,025)

1,619
511

(895)

2,396
5,438

2,678
958

$ 9,074

3,300
7,645

3,782
296

$ 11,723

2,319
4,536

2,585
188

$ 7,309

3,676
12,668

1,612
188

$ 14,468

(a) Reflects the royalty fee arrangement with the former owner of Grand Canyon University in which we agreed
to pay a stated percentage of cash revenue generated by our online programs. As a result of the settlement of
a dispute with our former owner, we are no longer obligated to pay this royalty, although the settlement
includes a prepayment of future royalties that will be amortized in 2008 and

9
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future periods. See Management s Discussion and Analysis of Financial Condition and Results of Operations
Factors affecting comparability ~ Settlement with former owner and Note 2 to our financial statements, which
are included elsewhere in this prospectus.

(b) Reflects management fees and expenses of $0.1 million, $0.3 million, and $0.3 million for the years ended
December 31, 2005, 2006, and 2007, respectively, and $0.2 million and $0.2 million for the nine month
periods ended September 30, 2007 and 2008, respectively, to the general partner of Endeavour Capital, and
an aggregate of $0.4 million and $0.7 million for the years ended December 31, 2005 and 2006, respectively,
to an entity affiliated with a former director and another affiliated with a significant stockholder, in each case
following their investment in us. The agreements relating to these arrangements have all terminated or will
terminate by their terms upon the closing of this offering. See Certain Relationships and Related
Transactions.

(5) For a description of the offering and pro forma adjustments, see Capitalization.

10
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RISK FACTORS

Investing in our common stock involves a high degree of risk. Before making an investment in our common stock, you
should carefully consider the following risks and the other information contained in this prospectus, including our
financial statements and related notes, Management s Discussion and Analysis of Financial Condition and Results of
Operations, and Regulation. The risks described below are those that we believe are the material risks we face. Any of
the risk factors described below, and others that we did not anticipate, could significantly and adversely affect our
business, prospects, financial condition, results of operations, and cash flows. As a result, the trading price of our

common stock could decline and you may lose all or part of your investment.

Risks Related to Our Industry

Our failure to comply with the extensive regulatory requirements governing our school could result in financial
penallties, restrictions on our operations or growth, or loss of external financial aid funding for our students.

For our fiscal years ended December 31, 2006 and 2007, we derived cash receipts equal to approximately 67.9% and
70.2%, respectively, of our net revenue from tuition financed under federal student financial aid programs, referred to
in this prospectus as the Title IV programs, which are administered by the U.S. Department of Education, or
Department of Education. To participate in the Title IV programs, a school must be authorized by the appropriate state
education agency or agencies, be accredited by an accrediting commission recognized by the Department of
Education, and be certified as an eligible institution by the Department of Education. In addition, our operations and
programs are regulated by other state education agencies and additional accrediting commissions. As a result of these
requirements, we are subject to extensive regulation by the Arizona State Board for Private Postsecondary Education
and education agencies of other states, the Higher Learning Commission, which is our primary accrediting
commission, specialized accrediting commissions, and the Department of Education. These regulatory requirements
cover the vast majority of our operations, including our educational programs, instructional and administrative staff,
administrative procedures, marketing, recruiting, financial operations, and financial condition. These regulatory
requirements also affect our ability to open additional schools and locations, add new educational programs, change
existing educational programs, and change our corporate or ownership structure. The agencies that regulate our
operations periodically revise their requirements and modify their interpretations of existing requirements. Regulatory
requirements are not always precise and clear, and regulatory agencies may sometimes disagree with the way we have
interpreted or applied these requirements. Any misinterpretation by us of regulatory requirements could materially
adversely affect us.

If we fail to comply with any of these regulatory requirements, we could suffer financial penalties, limitations on our
operations, loss of accreditation, termination of or limitations on our ability to grant degrees and certificates, or
limitations on or termination of our eligibility to participate in the Title IV programs, each of which could materially
adversely affect us. In addition, if we are charged with regulatory violations, our reputation could be damaged, which
could have a negative impact on our stock price and our enrollments. We cannot predict with certainty how all of
these regulatory requirements will be applied, or whether we will be able to comply with all of the applicable
requirements in the future.

If the Department of Education does not recertify us to continue participating in the Title IV programs, our

students would lose their access to Title IV program funds, or we could be recertified but required to accept
significant limitations as a condition of our continued participation in the Title IV programs.
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Department of Education certification to participate in the Title IV programs lasts a maximum of six years, and
institutions are thus required to seek recertification from the Department of Education on a regular basis in order to
continue their participation in the Title IV programs. An institution must also apply for recertification by the
Department of Education if it undergoes a change in control, as defined by Department of Education regulations, and
may be subject to similar review if it expands its operations or educational programs in certain ways.

Our most recent recertification, which was issued on a provisional basis in May 2005 after an extended review by the
Department of Education following the change in control that occurred in February 2004,
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contained a number of conditions on our continued participation in the Title IV programs. At that time we were
required by the Department of Education to post a letter of credit, accept restrictions on the growth of our program
offerings and enrollment, and receive certain Title IV funds under the heightened cash monitoring system of payment
(pursuant to which an institution is required to credit students with Title IV funds prior to obtaining those funds from
the Department of Education) rather than by advance payment (pursuant to which an institution receives Title IV
funds from the Department of Education in advance of disbursement to students). In October 2006, the Department of
Education eliminated the letter of credit requirement and allowed the growth restrictions to expire, and in

August 2007, it eliminated the heightened cash monitoring restrictions and returned us to the advance payment
method. We submitted our application for recertification in March 2008 in anticipation of the expiration of our
provisional certification on June 30, 2008. The Department of Education did not make a decision on our recertification
application by June 30, 2008 and therefore our participation in the Title IV programs has been automatically extended
on a month-to-month basis until the Department of Education makes its decision. See Regulation Regulation of
Federal Student Financial Aid Programs Eligibility and certification procedures. There can be no assurance that the
Department of Education will recertify us while the investigation by the Office of Inspector General of the
Department of Education is being conducted, while the gui tam lawsuit is pending, or at all, or that it will not impose
restrictions as a condition to approving our pending recertification application or with respect to any future
recertification. If the Department of Education does not renew or withdraws our certification to participate in the

Title IV programs at any time, our students would no longer be able to receive Title IV program funds. Similarly, the
Department of Education could renew our certification, but restrict or delay our students receipt of Title IV funds,
limit the number of students to whom we could disburse such funds, or place other restrictions on us. Any of these
outcomes would have a material adverse effect on our enrollments and us.

The Office of Inspector General of the Department of Education has commenced an investigation of Grand
Canyon University, which is ongoing and which may result in fines, penalties, other sanctions, and damage to our
reputation in the industry.

The Office of Inspector General of the Department of Education is responsible for, among other things, promoting the
effectiveness and integrity of the Department of Education s programs and operations, including compliance with
applicable statutes and regulations. The Office of Inspector General performs investigations of alleged violations of
law, including cases of alleged fraud and abuse, or other identified vulnerabilities, in programs administered or
financed by the Department of Education. On August 14, 2008, the Office of Inspector General served an
administrative subpoena on Grand Canyon University requiring us to provide certain records and information related
to performance reviews and salary adjustments for all of our enrollment counselors and managers from January 1,
2004 to the present. Based on the records and information requested in the subpoena, we believe the Office of
Inspector General is conducting an investigation focused on whether we have compensated any of our enrollment
counselors or managers in a manner that violated the Title IV statutory requirements or the related Department of
Education regulations concerning the payment of incentive compensation based on success in securing enrollments or
financial aid. See Regulation Regulation of Federal Student Financial Aid Programs Incentive compensation rule.

We are currently reviewing documents and emails that may be responsive to the Office of Inspector General s
subpoena. The outcome of the Office of Inspector General investigation may depend in part on information contained
in these materials or any information or testimony that may be provided by former employees or other third parties.

The Department of Education may impose fines and other monetary penalties as a result of a violation of the incentive
compensation law and such fines and other monetary penalties may be substantial. In addition, the Department of
Education retains the authority to impose other sanctions on an institution for violations of the incentive compensation
law. The possible effects of a determination of a regulatory violation are described more fully in Regulation
Regulation of Federal Student Financial Aid Programs Potential effect of regulatory violations. Any such fine or
other sanction could damage our reputation and impose significant costs on us, which could have a material adverse
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Inspector General to facilitate its investigation, but
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cannot presently predict the ultimate outcome of the investigation or any liability or other sanctions that might result.

We were recently notified that a qui tam lawsuit has been filed against us alleging, among other things, that we
have improperly compensated certain of our enrollment counselors, and we may incur liability, be subject to
sanctions, or experience damage to our reputation as a result of this lawsuit.

On September 11, 2008, we were served with a qui fam lawsuit that had been filed against us in August 2007, in the
United States District Court for the District of Arizona by a then-current employee on behalf of the federal
government. All proceedings in the lawsuit had been under seal until September 5, 2008, when the court unsealed the
first amended complaint, which had been filed on August 11, 2008. The gui tam lawsuit alleges, among other things,
that we violated the False Claims Act by knowingly making false statements, and submitting false records or
statements, from at least 2001 to the present, to get false or fraudulent claims paid or approved, and asserts that we
have improperly compensated certain of our enrollment counselors in violation of the Title IV law governing
compensation of such employees, and as a result, improperly received Title IV program funds. See Regulation
Regulation of Federal Student Financial Aid Programs Incentive compensation rule. The complaint specifically
alleges that some of our compensation practices with respect to our enrollment personnel, including providing
non-cash awards, have violated the Title IV law governing compensation. While we believe that our compensation
policies and practices at issue in the complaint have not been based on success in enrolling students in violation of
applicable law, the Department of Education s regulations and interpretations of the incentive compensation law do not
establish clear criteria for compliance in all circumstances and some of our practices, including in respect of non-cash
awards, have not been within the scope of any specific safe harbor provided in the compensation regulations. The
complaint seeks treble the amount of unspecified damages sustained by the federal government in connection with our
receipt of Title IV funding, a civil penalty for each violation of the False Claims Act, attorneys fees, costs, and
interest.

A qui tam case is a civil lawsuit brought by one or more individuals (a relator ) on behalf of the federal government for
an alleged submission to the government of a false claim for payment. The relator, often a current or former employee,

is entitled to a share of the government s recovery in the case. A qui tam action is always filed under seal and remains
under seal until the government decides whether to intervene in the case. If the government intervenes, it takes over
primary control of the litigation. If the government declines to intervene in the case, the relator may nonetheless elect

to continue to pursue the litigation at his or her own expense on behalf of the government. In our case, the qui tam
lawsuit was initially filed under seal in August 2007 and was unsealed and served on us following the government s
decision not to intervene at this time.

If it were determined that any of our compensation practices violated the incentive compensation law, we could
experience an adverse outcome in the qui tam litigation and be subject to substantial monetary liabilities, fines, and
other sanctions, any of which could have a material adverse effect on our business, prospects, financial condition and
results of operations and could adversely affect our stock price. We cannot presently predict the ultimate outcome of
this qui tam case or any liability that might result.

Congress may change the eligibility standards or reduce funding for the Title IV programs, which could reduce our
student population, revenue, and profit margin.

Political and budgetary concerns significantly affect the Title IV programs. The Higher Education Act, which is the
federal law that governs the Title IV programs, must be periodically reauthorized by Congress, and was most recently
reauthorized in August 2008. The new law contains numerous revisions to the requirements governing the Title IV
programs. See Regulation Regulation of Federal Student Financial Aid Programs. In addition, Congress must
determine funding levels for the Title IV programs on an annual basis, and can change the laws governing the Title IV
programs at any time. Because a significant percentage of our revenue is derived from the Title IV programs, any

Table of Contents 32



Edgar Filing: Grand Canyon Education, Inc. - Form S-1/A

action by Congress that significantly reduces Title IV program funding or our ability or the ability of our students to
participate in the Title IV programs could require us to seek to arrange for other sources of financial aid for our
students and could materially decrease our student enrollment. Such a decrease in our enrollment could have a
material adverse effect on us.
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Congressional action could also require us to modify our practices in ways that could increase our administrative and
regulatory costs.

If we do not meet specific financial responsibility standards established by the Department of Education, we may be
required to post a letter of credit or accept other limitations in order to continue participating in the Title IV
programs, or we could lose our eligibility to participate in the Title IV programs.

To participate in the Title IV programs, an institution must either satisfy specific quantitative standards of financial
responsibility prescribed by the Department of Education, or post a letter of credit in favor of the Department of
Education and possibly accept operating restrictions as well. These financial responsibility tests are applied to each
institution on an annual basis based on the institution s audited financial statements, and may be applied at other times,
such as if the institution undergoes a change in control. These tests may also be applied to an institution s parent
company or other related entity. The operating restrictions that may be placed on an institution that does not meet the
quantitative standards of financial responsibility include being transferred from the advance payment method of
receiving Title IV funds to either the reimbursement or the heightened cash monitoring system, which could result in a
significant delay in the institution s receipt of those funds. For example, when we were recertified by the Department
of Education to participate in the Title IV programs in May 2005 following the change in control that occurred in
February 2004, the Department of Education reviewed our fiscal year 2004 audited financial statements and advised
us that our composite score, which is a standard of financial responsibility derived from a formula established by the
Department of Education, reflected financial weakness. As a result of this and other concerns about our administrative
capability, the Department of Education required us to post a letter of credit, accept restrictions on the growth of our
program offerings and enrollment, and receive Title IV funds under the heightened cash monitoring system of
payment rather than by advance payment. In October 2006, the Department of Education eliminated the letter of credit
requirement and allowed the growth restrictions to expire, and in August 2007, it eliminated the heightened cash
monitoring restrictions and returned us to the advance payment method. However, if, in the future, we fail to satisfy
the Department of Education s financial responsibility standards, we could experience increased regulatory compliance
costs or delays in our receipt of Title IV funds because we could be required to post a letter of credit or be subjected to
operating restrictions, or both. Our failure to secure a letter of credit in these circumstances could cause us to lose our
ability to participate in the Title IV programs, which would materially adversely affect us.

If we do not comply with the Department of Education s administrative capability standards, we could suffer
financial penalties, be required to accept other limitations in order to continue participating in the Title IV
programs, or lose our eligibility to participate in the Title IV programs.

To continue participating in the Title IV programs, an institution must demonstrate to the Department of Education
that the institution is capable of adequately administering the Title IV programs under specific standards prescribed by
the Department of Education. These administrative capability criteria require, among other things, that the institution
has an adequate number of qualified personnel to administer the Title IV programs, has adequate procedures for
disbursing and safeguarding Title IV funds and for maintaining records, submits all required reports and financial
statements in a timely manner, and does not have significant problems that affect the institution s ability to administer
the Title IV programs. If we fail to satisfy any of these criteria, the Department of Education may assess financial
penalties against us, restrict the manner in which the Department of Education delivers Title IV funds to us, place us
on provisional certification status, or limit or terminate our participation in the Title IV programs, any of which could
materially adversely affect us. When we were recertified by the Department of Education to participate in the Title IV
programs in May 2005 following the change in control that occurred in February 2004, the Department of Education
required us to post a letter of credit, accept restrictions on the growth of our program offerings and enrollment, and
receive Title IV funds under the heightened cash monitoring system of payment rather than by advance payment, due
to the Department of Education s concerns about our administrative capability combined with our financial weakness
under the Department of Education s standards of financial responsibility.
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We would lose our ability to participate in the Title IV programs if we fail to maintain our institutional
accreditation, and our student enrollments could decline if we fail to maintain any of our accreditations or
approvals.

An institution must be accredited by an accrediting commission recognized by the Department of Education in order
to participate in the Title IV programs. We have institutional accreditation by the Higher Learning Commission,

which is an accrediting commission recognized by the Department of Education. To remain accredited, we must
continuously meet accreditation standards relating to, among other things, performance, governance, institutional
integrity, educational quality, faculty, administrative capability, resources, and financial stability. We were
reaccredited by the Higher Learning Commission in 2007 for the maximum term of 10 years. While the Higher
Learning Commission concluded that we were in compliance with its accreditation standards, it did note certain
deficiencies to be addressed by us. See Regulation Accreditation. In February 2009, we must file a monitoring report
with the Higher Learning Commission addressing our progress in resolving these deficiencies. If we fail to resolve the
Higher Learning Commission s concerns, the Higher Learning Commission could ask for another monitoring report,
send a team to confirm progress in addressing the deficiencies, or determine that we are not making adequate progress
in addressing the Higher Learning Commission s concerns. If we fail to satisfy any of the Higher Learning
Commission s standards, or fail to address the deficiencies noted in our last review, we could lose our accreditation by
the Higher Learning Commission, which would cause us to lose our eligibility to participate in the Title IV programs
and could cause a significant decline in our total student enrollments and have a material adverse effect on us. In
addition, many of our individual educational programs are also accredited by specialized accrediting commissions or
approved by specialized state agencies. If we fail to satisfy the standards of any of those specialized accrediting
commissions or state agencies, we could lose the specialized accreditation or approval for the affected programs,
which could result in materially reduced student enrollments in those programs and have a material adverse effect on
us.

If we do not maintain our state authorization in Arizona, we may not operate or participate in the Title IV
programs.

A school that grants degrees or certificates must be authorized by the relevant education agency of the state in which it
is located. We are located in the state of Arizona and are authorized by the Arizona State Board for Private
Postsecondary Education. State authorization is also required for our students to be eligible to receive funding under
the Title IV programs. To maintain our state authorization, we must continuously meet standards relating to, among
other things, educational programs, facilities, instructional and administrative staff, marketing and recruitment,
financial operations, addition of new locations and educational programs, and various operational and administrative
procedures. If we fail to satisfy any of these standards, we could lose our authorization by the Arizona State Board for
Private Postsecondary Education to offer our educational programs, which would also cause us to lose our eligibility
to participate in the Title IV programs and have a material adverse effect on us.

If a substantial number of our students cannot secure Title IV loans as a result of decreased lender participation in
the Title IV programs or if lenders increase the costs or reduce the benefits associated with the Title IV loans they
provide, we could be materially adversely affected.

The cumulative impact of recent regulatory and market developments and conditions, including the widespread
disruption in the credit markets, has caused some lenders to cease providing Title IV loans to students, including some
lenders that have previously provided Title IV loans to our students. Other lenders have reduced the benefits and
increased the fees associated with the Title IV loans they provide. We and other schools have had to modify student
loan practices in ways that could result in higher administrative costs. If the cost of Title IV loans increases or
availability decreases, some students may not be able to take out loans and may not enroll in a postsecondary
institution. In May 2008, new federal legislation was enacted to attempt to ensure that all eligible students will be able
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Among other things, the new legislation:

authorizes the Department of Education to purchase Title IV loans from lenders, thereby providing capital
to the lenders to enable them to continue making Title IV loans to students; and
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permits the Department of Education to designate institutions eligible to participate in a lender of last
resort program, under which federally recognized student loan guaranty agencies will be required to make
Title IV loans to all otherwise eligible students at those institutions.

We cannot predict if this legislation will be effective in ensuring students access to Title IV loans. If a substantial
number of lenders cease to participate in the Title IV loan programs, increase the costs of student access to such
programs, or reduce the benefits available under such programs, our students may not have access to such loans,
which could cause our enrollments to decline and have a material adverse effect on us.

An increase in interest rates could adversely affect our ability to attract and retain students.

For our fiscal years ended December 31, 2006 and 2007 we derived cash receipts equal to approximately 67.9% and
70.2%, respectively, of our net revenue from tuition financed under the Title IV programs, which include student
loans with interest rates subsidized by the federal government. Additionally, some of our students finance their
education through private loans that are not subsidized. If our students employment circumstances are adversely
affected by regional or national economic downturns, they may be more heavily dependent on student loans. Interest
rates have reached relatively low levels in recent years, creating a favorable borrowing environment for students.
However, in the event interest rates increase or Congress decreases the amount available for federal student aid, our
students may have to pay higher interest rates on their loans. Any future increase in interest rates will result in a
corresponding increase in educational costs to our existing and prospective students, which could result in a
significant reduction in our student population and revenues. Higher interest rates could also contribute to higher
default rates with respect to our students repayment of their education loans. Higher default rates may in turn
adversely impact our eligibility to participate in some or all of the Title IV programs, which could result in a
significant reduction in our student population and our profitability. See We may lose our eligibility to participate in
the Title IV programs if our student loan default rates are too high located elsewhere in Risk Factors for further
information.

Our failure to comply with the regulatory requirements of states other than Arizona could result in actions taken by
those states that could have a material adverse effect on our enrollments.

Almost every state imposes regulatory requirements on educational institutions that have physical facilities located
within the state s boundaries. These regulatory requirements establish standards in areas such as educational programs,
facilities, instructional and administrative staff, marketing and recruitment, financial operations, addition of new
locations and educational programs, and various operational and administrative procedures, some of which are
different than the standards prescribed by the Department of Education or the Arizona State Board for Private
Postsecondary Education. In addition, several states have sought to assert jurisdiction over educational institutions
offering online degree programs that have no physical location or other presence in the state but that have some
activity in the state, such as enrolling or offering educational services to students who reside in the state, employing
faculty who reside in the state, or advertising to or recruiting prospective students in the state. State regulatory
requirements for online education vary among the states, are not well developed in many states, are imprecise or
unclear in some states, and can change frequently. In the future, states could coordinate their efforts in order to more
aggressively attempt to regulate or restrict schools offering of online education.

In addition to Arizona, we have determined that our activities in certain states constitute a presence requiring licensure
or authorization under the requirements of the state education agency in those states. In certain other states, we have
obtained approvals to operate as we have determined necessary in connection with our marketing and recruiting
activities. If we fail to comply with state licensing or authorization requirements for a state, or fail to obtain licenses or
authorizations when required, we could lose our state licensure or authorization by that state or be subject to other
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sanctions, including restrictions on our activities in that state, fines, and penalties. The loss of licensure or
authorization in a state other than Arizona could prohibit us from recruiting prospective students or offering
educational services to current students in that state, which could significantly reduce our enrollments and revenues
and materially adversely effect us.

State laws and regulations are not always precise or clear, and regulatory agencies may sometimes disagree with the
way we have interpreted or applied these requirements. Any misinterpretation by us of these
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regulatory requirements or adverse changes in regulations or interpretations thereof by regulators could materially
adversely affect us.

The inability of our graduates to obtain a professional license or certification in their chosen field of study could
reduce our enrollments and revenues, and potentially lead to student claims against us that could be costly to us.

Many of our students, particularly those in our education and healthcare programs, seek a professional license or
certification in their chosen fields following graduation. A student s ability to obtain a professional license or
certification depends on several factors, including whether the institution and the student s program were accredited by
a particular accrediting commission or approved by a professional association or by the state in which the student

seeks employment. Additional factors are outside the control of the institution, such as the individual student s own
background and qualifications. If one or more states refuse to recognize a significant number of our students for
professional licensing or certification based on factors relating to our institution or programs, the potential growth of
those programs would be negatively impacted and we could be exposed to claims or litigation by students or graduates
based on their inability to obtain their desired professional license or certification, each of which could materially
adversely affect us.

Increased scrutiny by various governmental agencies regarding relationships between student loan providers and
educational institutions and their employees have produced significant uncertainty concerning restrictions
applicable to the administration of the Title IV loan programs and the funding for those programs which, if not
satisfactorily or timely resolved, could result in increased regulatory burdens and costs for us and could adversely
affect our student enrollments.

During 2007 and 2008, student loan programs, including the Title IV programs, have come under increased scrutiny
by the Department of Education, Congress, state attorneys general, and other parties. Issues that have received
extensive attention include allegations of conflicts of interest between some institutions and lenders that provide

Title I'V loans, questionable incentives given by lenders to some schools and school employees, allegations of
deceptive practices in the marketing of student loans, and schools leading students to use certain lenders. Several
institutions and lenders have been cited for these problems and have paid several million dollars in the aggregate to
settle those claims. The practices of numerous other schools and lenders are being examined by government agencies
at the federal and state level. The Attorney General of the State of Arizona has requested extensive documentation and
information from us and other institutions in Arizona concerning student loan practices, and we recently provided
testimony in response to a subpoena from the Attorney General of the State of Arizona about such practices. While no
penalties have been assessed against us, we do not know what the results of that review will be.

As a result of this scrutiny, Congress has passed new laws, the Department of Education has enacted stricter
regulations, and several states have adopted codes of conduct or enacted state laws that further regulate the conduct of
lenders, schools, and school personnel. These new laws and regulations, among other things, limit schools
relationships with lenders, restrict the types of services that schools may receive from lenders, prohibit lenders from
providing other types of loans to students in exchange for Title IV loan volume from schools, require schools to
provide additional information to students concerning institutionally preferred lenders, and significantly reduce the
amount of federal payments to lenders who participate in the Title IV loan programs. The environment surrounding
access to and cost of student loans remains in a state of flux, with reviews of many institutions and lenders still
pending and with additional legislation and regulatory changes being actively considered at the federal and state
levels. The uncertainty surrounding these issues, and any resolution of these issues that increases loan costs or reduces
students access to Title IV loans, may adversely affect our student enrollments, which could have an adverse effect on
us.
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Government agencies, regulatory agencies, and third parties may conduct compliance reviews, bring claims, or
initiate litigation against us based on alleged violations of the extensive regulatory requirements applicable to us,
which could require us to pay monetary damages, be sanctioned or limited in our operations, and expend
significant resources to defend against those claims.

Because we operate in a highly regulated industry, we are subject to program reviews, audits, investigations, claims of
non-compliance, and lawsuits by government agencies, regulatory agencies, students,
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stockholders, and other third parties alleging non-compliance with applicable legal requirements, many of which are
imprecise and subject to interpretation. As we grow larger, this scrutiny of our business may increase. If the result of
any such proceeding is unfavorable to us, we may lose or have limitations imposed on our state licensing,
accreditation, or Title IV program participation; be required to pay monetary damages (including triple damages in
certain whistleblower suits); or be subject to fines, injunctions, or other penalties, any of which could have a material
adverse effect on our business, prospects, financial condition, and results of operations. In this regard, we are currently
subject to an investigation by the Department of Education s Office of Inspector General, which we believe is focused
on the manner in which we have compensated our enrollment counselors and managers, and a qui fam lawsuit brought
by a former employee alleging violations in the same area. See Risk Factors The Office of Inspector General of the
Department of Education has commenced an investigation of Grand Canyon University, which is ongoing and which
may result in fines, penalties, other sanctions, and damage to our reputation in the industry,  Risk Factors We were
recently notified that a qui tam lawsuit has been filed against us alleging, among other things, that we have improperly
compensated certain of our enrollment counselors, and we may incur liability, be subject to sanctions, or experience
damage to our reputation as a result of this lawsuit, and Regulation Regulation of Federal Student Financial Aid
Programs Incentive compensation rule. Claims and lawsuits brought against us, even if they are without merit, may
also result in adverse publicity, damage our reputation, negatively affect the market price of our stock, adversely affect
our student enrollments, and reduce the willingness of third parties to do business with us. Even if we adequately
address the issues raised by any such proceeding and successfully defend against it, we may have to devote significant
financial and management resources to address these issues, which could harm our business.

A decline in the overall growth of enrollment in postsecondary institutions, or in the number of students seeking
degrees in our core disciplines, could cause us to experience lower enrollment at our schools, which could
negatively impact our future growth.

According to a September 2008 report from the NCES, enrollment in degree-granting, postsecondary institutions is
projected to grow 12.0% over the ten-year period ending fall 2016 to approximately 19.9 million. This growth is
slower than the 23.6% increase reported in the prior ten-year period ended in fall 2006, when enrollment increased
from 14.4 million in 1996 to 17.8 million in 2006. In addition, according to a March 2008 report from the Western
Interstate Commission for Higher Education, the number of high school graduates that are eligible to enroll in
degree-granting, postsecondary institutions is expected to peak at approximately 3.3 million for the class of 2008,
falling in the period between 2007-08 and 2013-14 by about 150,000 in total before resuming a growth pattern for the
foreseeable future thereafter. In order to maintain current growth rates, we will need to attract a larger percentage of
students in existing markets and expand our markets by creating new academic programs. In addition, if job growth in
the fields related to our core disciplines is weaker than expected, as a result of any regional or national economic
downturn or otherwise, including since the 2007 BLS report predicting strong job growth in these disciplines was
completed, fewer students may seek the types of degrees that we offer. Our failure to attract new students, or the
decisions by prospective students to seek degrees in other disciplines, would have an adverse impact on our future
growth.

If our students were unable to obtain private loans from third-party lenders, our business could be adversely
affected given our increasing reliance on such lenders as a source of net revenue.

During the fiscal year ended December 31, 2007, private loans to students at our school represented approximately
5.1% of our revenue (calculated on a cash basis) as compared to 2.5% of revenue in fiscal 2006 and 1.9% of revenue
in fiscal 2005. These loans were provided pursuant to private loan programs and were made available to eligible
students to fund a portion of the students costs of education not covered by the Title IV programs and state financial
aid sources. Private loans are made to our students by lending institutions a
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