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Letter of Credit Requirements

A sample of an irrevocable LOC is enclosed. Your lending institution must use this format on its
letterhead with no deviation in the language contained therein.

CCI’s LOC must:

1. Beissued by a United States bank
CCl is required to notify the School Participation Division-Multi-Regional and Foreign
School Participation Division within 3 business days in the event the financial institution
that issued the irrevocable LOC should fail, resulting in financial transactions and
operations being administered by the Federal Deposit Insurance Corporation. CCI will
be required to submit a new replacement LOC issued by a different and non-failed U.S.
bank within 75 business days.

2. Cover the five year period 2/10/2015 through 3/31/2020.

3. Be received 75 calendar days from the date of this letter
Please note that if CCI fails to provide the irrevocable
LOC within 75 calendar days, the institution will be subject to termination under 34
C.F.R. § 668.86, revocation of its PPA, or denial of a pending application for
recertification. Also, please note that information regarding the LOC is subject to the
Freedom of Information Act (FOIA) of 1966, as amended.

The irrevocable LOC must be made payable to the Secretary, U.S. Department of Education and
mailed to the following address:

Veronica Pickett, Director

Performance Improvement and Procedures Service Group
U.S. Department of Education

Federal Student Aid/Program Compliance

830 First Street, NE, UCP3, MS 5435

Washington, DC 20002-8019

Zone Alternative Requirements:

1) Method of Payment — CCI is required to make disbursements to eligible students and
parents under the Heightened Cash Monitoring method of payment as described under 34
C.F.R. § 668.162(e)(1).

Under the Heightened Cash Monitoring (HCM) payment method as stated in 668.162(d),
the Institution must first make disbursements to eligible students and parents before it
requests or receives funds for the amount of those disbursements from the

Department. This “Records First” requirement is fully described in the 2013-2014
Funding Authorization and Disbursement Information eAnnouncement, issued March 15,
2013. The funding request may not exceed the amount of the actual disbursements that
were made to the students and parents included in the funding request. Providing the
student accounts are credited before the funding requests are initiated, the Institution is
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permitted to draw down funds through the Department’s electronic system for grants
management and payments, G5, for the amount of disbursements it made to eligible
students and parents.

The Records First requirement also means that institutions on HCM1 that are
participating in the Direct Loan (DL) program will have their Current Funding Level
(CFL) reduced to the greater of Net Approved and Posted Disbursements (NAPD) or Net
Draws (processed payments less all refunds, returns, offsets, and drawdown
adjustments). In the event of returning to Advanced Funded status, the institution will be
expected to continue processing DL awards as Records First until the next DL global
funding increase is processed.

Refer to the following eAnnouncement:
http://ifap.ed.gov/eannouncements/attachments/03 1513 AttachImportantReminders 13 14F

unding AuthandDisbursInfo.pdf, for additional information about the Records First
requirement.

2) Notification Requirements - CCI is required to provide information to the Multi-
Regional and Foreign School Participation Division (MRFSPD) by certified mail or
electronic or facsimile transmission no later than 10 days after any of the oversight or
financial events, as described below, occur:

e Any adverse action, including probation or similar action, taken against CCI by its
accrediting agency, State agencies, or a Federal agency;

e Any event that causes CCI, or related entity as defined in the Statement of Financial
Accounting Standards (SFAS) 57, to realize any liability that was noted as a contingent
liability in CCI or related entity’s most recent audited financial statements;

e Any violation by CCI of any loan agreement;

e Any failure of CCI to make a payment in accordance with its debt obligations that results
in a creditor filing suit to recover funds under those obligations;

e Any withdrawal of owner’s equity/net assets from CCI by any means, including by
declaring a dividend;

e Any extraordinary losses as defined in accordance with Accounting Principles Board
(APB) Opinion No. 30; or

e Any filing of a petition by CCI for relief in bankruptcy court.

CCI must also include with the information it submits, written notice that details the
circumstances surrounding the event(s) and, if necessary, what steps it has taken or plans to take
to resolve the issue.

Promptly contact Henry Johnson, Payment Analyst for Multi-Regional and Foreign School

Participation Division at 202-377-4589 with any questions regarding CCI’s current DL award
authorization level or the Records First requirements.
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%, ILLINOIS BOARD OF HIGHER EDUCATION

431 EAST ADAMS STREET, 2ND FLOOR
SPRINGFIELD, ILLINOIS 62701-1404

August 15, 2014

Mr. Jack Massimino

Chairman and Chief Executive Officer
Corinthian Colleges, Inc.

6 Hutton Centre Drive, Suite 400
Santa Ana, CA 92707-5764

Re: Response to Corinthian College, Inc.’s August 5, 2014 Letter
Dear Mr. Massimino:

Thank you for your letter dated August 5, 2014. Along with staff at the Illinois
Board of Higher Education (IBHE), I appreciate your prompt response as well as
your compliance with the direction to cease promotion of Illinois programs and
enrollment of new students as noted in the July 28, 2014 letter I sent to Corinthian
Colleges, Inc (CCi). Your stated commitment to protecting the interest of students
is noted and appreciated.

You note in your letter that students attending CCi institutions might continue to
receive Title IV funds after the end of the current calendar year. It is correct that
the Operating Agreement between CCi and the U.S. Department of Education
(USDE) does not explicitly indicate that all funds will be terminated at the end of
the six-month period of the agreement, but the Agreement is silent regarding any
assurance of extension beyond the term of the Agreement. IBHE maintains that
CCi has not demonstrated that sufficient institutional finances will be in place
through the length of any new students’ programs and continuing SEC filings by
CCi evidence lack of financially stability that would be necessary to maintain
approval to operate and offer programs in Illinois as detailed in Section 30 of
Public Act 097-0650 and Section 1095.40(d) of the Administrative Rules (23 111
Adm. Code 1095).

The Operating Agreement between The United States Department of Education
(USDE) and CCi indicates continued Title IV funding is contingent on several
obligations, including CCi provision of adequate data (USDE letter to CCI dated
January 23, 2014). The USDE can at any time defer funding to CCi based on
their findings or those of the independent monitor. IBHE is troubled by the most
recent SEC filing (dated August 13, 2014), which states CCi was sent a letter on
July 23, 2014 from the USDE indicating that documents CCi submitted to USDE
were inadequate and could be a “serious and significant” violation of the
obligations of the Operating Agreement and that future Title IV funds may be
withheld.
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You also noted in your letter that the Agreement includes a provision that students
who would start a program and fail to complete during the time CCi continues to
be a Federally approved education provider would receive refunds. However.
IBHE remains concerned that such students, as well as any students at Everest
Colleges who are not receiving Title IV funds, are at risk of losses beyond direct
payments they lay out in the form of tuition, such as time, opportunity, additional
educational expenses, and other such costs. Although USDE public statements
(such as the quotations you provided from U.S. Under Secretary of Education Ted
Mitchell) as well as ongoing communications between our agency and staff at the
USDE allow IBHE to have very tentative confidence that CCi’s ongoing
operation and commitments to current students is sufficient to allow your
campuses to continue serving those students, we continue to monitor
developments closely. The USDE has correctly acknowledged that all local
operating approvals are a matter of state regulation. Pursuant to the Illinois law
(Private Business and Vocational Schools Act of 2012). IBHE has determined that
is not in the interest of the citizens of [llinois that Illinois-based Everest College
campuses admit any new students until CCi can demonstrate long-term financial
stability.

IBHE understands that an objective of CCi’s, which is part of the Agreement. is to
“identify qualified organizations to acquire and operate the various institutions.”
However, CCi must understand that no such entity that may wish to purchase any
or all of the Illinois Everest campuses would be able to purchase the required
[llinois Permit of Approval to operate in the State and offer the programs Everests
are currently offering. Any such entity will need to apply for new authorization to
operate in [llinois under the parameters of the PBVS Act of 2012.

IBHE remains deeply concerned as further reports emerge, such as the August 13,
2014 SEC filing and the August 14, 2014 report from the Wells Fargo Securities,
LLC Equity Research Department report on CCi’s financial viability. The SEC
report indicates CCi “will need to obtain additional sources of liquidity to fund its
operations and to implement the agreements contemplated by the Operating
Agreement™ and “there can be no assurance that [CCi] will be able to obtain any
such additional needed liquidity on a timely basis, on terms acceptable to it. or at
all.” The Wells Fargo report shows a continued drop in CCi’s value and concerns
with the company’s ability to secure the necessary working capital to continue
operations.

Your request for reconsideration of the terms of my letter dated July 28, 2014 is
denied because IBHE does not believe CCi’s financial circumstances are
sufficiently robust to maintain approval to operate and offer programs in Illinois
as detailed in Section 30 of Public Act 097-0650 and Section 1095.40(d) of the
Administrative Rules (23 Ill. Adm. Code 1095). IBHE has been aware of the
Operating Agreement (cited in my initial letter to Mr. Andrews dated July 28,
2014) and understands that the Everest campuses in Illinois might continue to be
able to function through the current calendar year, but CCi has failed to provide a
corrective plan detailing actions to improve the company’s financial viability
through the term of study any new student would be entering into, a period of
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In addition, the company provided the following information for the three and twelve months ended December 31, 2015 and 2014:

(Dollars in millions, except per share data)

2014 Increase/
2015 (as restated) (Decrease)

Revenue $202.4 $243.2 (16.8)%
Operating Income $27.4 $34.6 (21.0)%
Operating Margin 13.5% 14.2% (70} basis points
Net Income $10.4 $14.6 (28.4)%
Earnings Per Share (diluted) $0.44 $0.62 (29.0)%
MNew Student Enroliment 10,478 12,638 (17.1)%
Continuing Students 34,444 41,007 (16.0)%
Total Student Enroliment as of December 315t 44 922 53,646 (16.3)%
Persistence Rate as of December 315t (A) 71.4% 71.8% (40) basis points
Bad Debt Expense as a Percentage of Revenue 3.7% 6.9% (320) basis points
Days Sales Qutstanding as of December 31 st 22.2 days 17.5 days 4.7 days
Deferred Revenue as of December 315t $113.7 $1475 (22.9)%
Cash and Cash Equivalents as of December 315! $130.9 $135.9 (3.7)%
Restricted Cash as of December 315t $6.0 6.0 —
Collateral Depasits as of December 315t $91.2 $97.9 (6.9)%
Private Education Loans [current and non-current),

Less Allowance for Loan Losses,

as of December 315t (B) $70.6 $90.9 (22.2)%
PEAKS Trust Senior Debt (current and non-current)

as of December 3151 @ $50.8 $85.7 (40.7)%
CUSO Secured Borrowing Obligation (current and non-

current) as of December 315t (D) $115.3 $121.0 (4.7)%
Financing Agreement (current and long-term) as of

December 315t (E) $68.5 $96.3 (28.9)%
Weighted Average Diluted Shares of Common Stock

Qutstanding 23,987,000 23,719,000
Capital Expenditures $1.6 $1.6 —

(Daollars in millions, except per share data)

2014 Increase/

2015 (as restated) (Decrease)

Revenue $849.8 $961.8 (11.6)%
Operating Income $79.2 $61.3 29.2%
Operating Margin 9.3% 6.4% 290 basis points

Net Income $23.3 $23.3 —
Earnings Per Share (diluted) $0.97 $0.98 (1.0)%
Bad Debt Expense as a Percentage of Revenue 4.1% 6.6% (250) basis points

Weighted Average Diluted Shares of Commaon
Stock Outstanding 23,957,000 23,681,000
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Capital Expenditures 374 6.1 21.6%

(A) Persistence rate represents the number of Continuing Students in the academic term, divided by the Total Student Enroliment in the
immediately preceding academic term.

(B) with respect to the private education loans as of December 31, 2015, the amount included $8.5 million classified as current, and
$62.2 million classified as non-current. With respact to the private education loans as of December 31, 2014, the amount included

$10.6 million classified as current, and $80.3 million classified as non-current.

@ With respect to the PEAKS Trust Senior Debt as of December 31, 2015, the amount included $20.1 million classified as current, and
$30.7 million classified as non-current. With respect to the PEAKS Trust Senior Debt as of Decemnber 31, 2014, the amount included
$37.5 million classified as current, and $48.2 million classified as non-current.

(DO} with respect to the CUSO Secured Borrowing Obligation as of December 31, 2015, the amount included $23.6 million classified as
current, and $91.7 million classified as non-current. With respect to the CUSO Secured Borrowing Obligation as of December 31,

2014, the amount included $20.8 million classified as current, and $100.2 million classified as non-current.

(B} with respect to the Financing Agreement as of December 31, 2015, the total amount of $68.5 million was classified as current. With
respect to the Financing Agreement as of December 31, 2014, the amount included $3.6 million classified as current, and $86.7

million classified as long-term.
Attached as Schedule A to this release is selected consolidated financial information of the company.
Based on various assumptions, including the historical and projected performance and collection of the student loans held by the PEAKS

Trust and the CUSO, the company reported that its current estimate of the payments it may have to make under the PEAKS guarantee and
the CUSO risk sharing agreement (the "CLUSO RSA"), in the aggregate, are approximately:

illion in 2016;
in 2017;
in 2018; and

These estimated payment amounts are net of estimated aggregate recoveries of approximately $3.8 million under the CUSO RSA, which the
company expects to offset against amounts due by it under the CUSO RSA over these periods. The company urges readers to review the
company's Annual Report an Form 10-K for the year ended December 31, 2015 when it is filed with the SEC, which report will contain
additional information regarding these estimated payment amounts, including the assumptions used, the estimates of the type of payments,
regular or discharge, and estimated recoveries, under the CUSO RSA and the estimated different payment amounts if the assumptions

regarding the forms of payments made under the CUSO RSA are not realized.

The company also announced that, based on its 2015 consolidated financial statements, it believes that its institutions’ average composite
score (a U.S. Department of Education ("ED") financial responsibility measurement) for 2015 was 2.2. An institution's composite score must
be at least 1.5 for the institution to be deemed financially responsible by the ED without the need for further oversight. The ED, however,
previously determined that the company's institutions are not financially responsible, and the 2015 composite score being above 1.5 will not
alter that determination. The impact of the ED's determination that the company's institutions are not financially responsible is described in
the company's periodic reports filed with the SEC.

In addition, the company reported that its Audit Committee has determined that the company did not properly account for a debt discount
associated with the PEAKS Senior Debt that the company includes on its balance sheet in connection with its consolidation of the PEAKS
Trust, a variable interest entity. As a result, the company will restate its unaudited condensed consolidated financial statements and related
disclosures for each of the first three quarters in the years ended December 31, 2015 and 2014, and its audited consaolidated financial

statements and related disclosures for the year ended December 31, 2014,

In the previously-issued financial statements, the company erroneously accreted the discount associated with the PEAKS Senior Debt using
the interest method based on the amounts and timing of the repayments that the company estimated at the time that the PEAKS Senior Dabt
was initially included in the company's consolidated financial statements. The company recently determined that the interest method should
take into consideration actual repayments and updated projections for future repayments on the PEAKS Senior Debt to determine the interest
rate used to calculate the amount of the debt discount recognized as interest expense in each period. The company will restate the financial
staternents noted above to reflect this adjustment to the interest rate used in the application of the interest method to the discount on the
PEAKS Senior Debt in each affected period.

The effect on the company’s consolidated financial statements of incorporating actual repayments and updated projections for future
repayments on the PEAKS Senior Debt in the computation of the interest rate used when applying the interest method is to reduce the
amount of the debt discount, increase the carrying value of the PEAKS Senior Debt and recognize interest expense in an earlier period than
originally projected. This change does not increase the total amount of non-cash interest expense that will be reported from the accretion of
the discount on the PEAKS Senior Debt, but instead changes the timing of the recognition of that expense through the maturity date. This
change has no effect on the company’s cash and cash equivalents or liquidity; cash flows from operating acfivities, financing activities or
investing activities; or projections of the company’s future cash payment obligations under its private education loan program guarantees.

Aftached as Schedule B to this release is a reconciliation of previously reported 2014 statement of operations amounts to the restated

amounts.
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The company also reported that it has entered into a limited waiver to its financing agreement with Cerberus, whereby Cerberus waives any
default under the financing agreement that may have occurred in connection with the restatement. The company also believes that it has
cured any breach of the documents under the PEAKS and CUSO private student loan programs that may have resulted from the restatement,
by delivering amended and restated financial statemenis to the applicable parties under those programs. Further, the company has

determined that the restatement does not have the effect of altering the company's compliance with its financial metric covenants under the

financing agreement, the PEAKS documents or the CUSO documents in the periods covered by the n i financial ts.

The company is filing today with the SEC amendments to its previously-filed (i) Quarterly Reports on Form 10-Q for the quarters ended March
31, 2014, June 30, 2014, September 30, 2014, March 31, 2015, June 30, 2015 and September 30, 2015, and (i) Annual Report on Form
10-K for the year ended December 31, 2014. The company also expects to file tomorrow with the SEC its Annual Report on Form 10-K for

the year ended December 31, 2015, and, as a rasult, it will have timely filed such report.

Except for the historical information contained herein, the matters discussed in this press release are forward-looking statements within the
meaning of the Private Securities Litigation Reform Act. Forward-looking statements are made based on the current expectations and beliefs
of the company's management concerning future developments and their potential effect on the company. The company cannol assure you
that future developments affecting the company will be those anticipated by its management. These forward-looking statements involve a
number of risks and uncertainties. Among the factors that could cause actual resulfs to differ materially are the following: the impact of
adverse actions by the U.S. Department of Education ("ED") related to certain deficiencies; the action by the U.S. Securities and Exchange
Commission against the company; issues or negalive determinations related to the restatement of the company’s financial statements; the
company's failure to submit its 2013 audited financial stalements and 2013 compliance audits with the ED by the due date; the impact of the
consolidation of variable interest entities on the company and the regulations, requirements and obligations that it is subject to; the inability to
obtain any required amendments or waivers of noncompliance with covenants under the company's financing agreement; the company's
inability to remediate material weaknesses, or the discovery of additional material weaknesses, in the company’s intemal control over
financial reporting; the company's exposure under its guarantees related to private student loan programs; the ocutcome of litigation,
investigations and claims against the company; the failure of potential settiements to be approved and finalized on the terms proposed or
initially agreed to; the effects of the cross-default provisions in the company’s financing agreement; changes in federal and state
governmental laws and regulations with respect to education and accreditation standards, or the interpretation or enforcement of those laws
and regulations, including, but not limited to, the level of government funding for, and the company’s eligibility to participate in, student
financial aid programs utilized by the company’s students; business conditions in the postsecondary education industry and in the general
economy, the company's failure to comply with the extensive education laws and regulations and accreditation standards that it is subject to;
effects of any change in ownership of the company resulting in a change in control of the company, including, but not limited to, the
consequences of such changes on the accreditation and federal and state regulation of its campuses. the company’s ability to implement its
growth strategies; the company's ability to retain or attract qualified employees to execute its business and growth strategies; the company's
failure to maintain or renew required federal or state authorizations or accreditations of its campuses or programs of study,; receptivity of
students and employers to the company's existing program offerings and new curricula; the company’s ability to repay moneys it has
borrowed; the company's ability to collect internally funded financing from its students; and other risks and uncertainties delailed from time to
time in the company’s filings with the U.S5. Securities and Exchange Commission. The company undertakes no obligation to update or revise

any forward-looking information, whether as a result of new information, future developments or otherwise.

Schedule A
ITT EDUCATIONAL SERVICES, INC.
CONSOLIDATED BALANCE SHEETS
(Dollars in thousands, except per share data)
As of December 31,
2014
2015 (as restated)
Assets
Current assets:
Cash and cash equivalents $130,897 $135,937
Restricted cash 6,015 6,040
Accounts receivable, less allowance for doubtful accounts of $268 and $2,351 48,837 46,383
Private education loans 8,480 10,584
Deferred income taxes 26,440 34,547
Prepaid expenses and other current assets 22 429 57,923
Total current assets 243,098 291,414
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Property and equipment, net 142,164 157.072
Private education loans, excluding current portion, less allowance for loan losses of

$23.612 and $44,392 62,161 80,282
Deferred income taxes 71,817 71,719
Collateral deposits 91,168 97,932
Other assets 53,606 54,409
Total assets 664,014 $752,838
Liabilities and Shareholders’ Equity
Current liabilities:
Current portion of long-term debt $68.,521 $9,635
Current portion of PEAKS Trust senior debt 20,105 37,545
Current portion of CUSO secured borrowing obligation 23,501 20,813
Accounts payable 59,753 67,848
Accrued compensation and benefits 12,425 12,264
Other current liabilities 31,973 27,153
Deferred revenue 113,739 147,475
Total current liabilities 330,107 322,733
Long-term debt, excluding current portion 0 86,714
PEAKS Trust senior debt, excluding current portion 30,701 48,166
CUSO secured borrowing obligation, excluding current portion 91,728 100,194
Other liabilities 50,342 52,959
Total liabilities 502,878 610,766
Shareholders' equity:
Preferred stock, $.01 par value, 5,000,000 shares authorized, none issued i} 0
Common stock, $.01 par value, 300,000,000 shares authorized, 37,068,904 issued an an
Capital surplus 181,160 198,883
Retained earnings 987,223 963,737
Accumulated other comprehensive (loss) income (1,693) 1,201
Treasury stock, 13,394,834 and 13,619,010 shares, at cost (1.005,925) (1.022,120)
Total shareholders' equity 161,136 142,072
Total liabilities and shareholders' equity $664,014 $752.,838

ITT EDUCATIONAL SERVICES, INC.
CONSOLIDATED STATEMENTS OF OPERATIONS

(Amounts in thousands, except per share data)

Year Ended December 31,

2014
(as
2015 restated)
Revenue $849,826 $961,783
Costs and expenses:
Cost of educational services 390,610 460,782
Student services and administrative expenses 343,676 389,116

ED00016235
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Goodwill and asset impairment 5,203 2,454 0

Settlements and legal and professional fees related to certain lawsuits, investigations and

accounting matters 26,093 32,008 6,923
Loss related to loan program guarantees 0 2,019 90,964
Provision for private education loan losses, net 5,083 14,150 29,349

Total costs and expenses 770,665 900,529 1,011,130

Operating income 79,161 61,254 61,181

Gain (loss) on consolidation of variable interest

entities 0 16,631 (73,248)
Interest income 86 65 108
Interest (expense) (39,847) (37,808) (25,277)
Income (loss) before provision for income taxes 39,400 40,142 (37,238)
Provision {benefit) for income taxes 16,102 16,822 (10,212)
Net income (loss) $23,208 $23,320 $(27,024)

Earnings (loss) per share:

Basic $0.99 $0.99 $(1.15)
Diluted $0.97 $0.98 §(1.15)
Weighted average shares outstanding:

Basic 23,651 23474 23412

Diluted 23,957 23,681 23412

ITT EDUCATIONAL SERVICES, INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS

(Dollars in thousands)

Year Ended December 31,

2014
2015 (as restated) 2013

Cash flows from operating activities:

Met income (loss) $23,298 $23,320 $(27,024)
Adjustments to reconcile net income (loss) to net cash flows from operating activities:

Depreciation and amortization 21,973 26,456 27,252
Provision for doubtful accounts 35,195 63,928 67,640
Deferred income taxes 7,671 38,291 (54,102)
Stock-based compensation expense 5,786 10,336 11,638
Settlement payments (4,500} 0 (46,000)
Goodwill and asset impairment 5,203 2,454 0
Accretion of discount on private education loans (11,603) (12,170) (12,996)
Accretion of discount on long-term debt 2,491 118 4]
Accretion of discount on PEAKS Trust senior debt 4,902 16,220 4,926
Accretion of discount on CUSO secured borrowing obligation 845 23 0
Provision for private education loan losses 5,083 14,150 29,349
(Gain) loss on consolidation of variable interest entities 0 (16,631) 73,248
Other (504) (613) 315
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Changes in operating assets and liabilities, net of acquisition:

Restricted cash 25 2,334 (455)
Accounts receivable (37,649) (10,010) (87,225)
Private education loans 26,755 18,552 11,554
Accounts payable (9,394) 9,591 (5,574)
Other operating assets and liabilities 34,869 (48,624) 73,880
Deferred revenue (33,736) (1,156) 11,299
Met cash flows from operating activities 76,710 136,777 77,725

Cash flows from investing activities:

Capital expenditures (7,405) (6,092) (5,147)
Acquisition of company, net of cash acquired [i] (5,220) (7,150)
Collateralization of letters of credit 88,662 (89,304) 0
Collateral and escrowed funds (81,895) 0 0
Proceeds from repayment of notes 1] 283 461
Purchases of investments (3 2 (1.242)
Net cash flows from investing activities (641) (100,325) (13,078)

Cash flows from financing activities:

Debt issue costs 4] (4,938) 1]
Proceeds from term borrowings 0 100,000 0
Repayment of term debt and revolver borrowings (30,319) (50,000) (90,000)
Repayment of PEAKS Trust senior debt (39,807) (158,668) (1.,9486)
Repayment of CUSO secured borrowing cbligation (10,351) (1,766) 1]
Common shares tendered for taxes (632) (914) (395)
MNet cash flows from financing activities (81,109) (116,286) (92,341)
MNet change in cash and cash equivalents (5,040) (79,834) (27,694)
Cash and cash equivalents at beginning of period 135,937 215,771 243,465
Cash and cash equivalents at end of period $130,897 $135,937 $215,771

Supplemental disclosures of cash flow information:
Cash paid (refunded) during the period for:
Income taxes (net of refunds) $(17.359) $14 466 $61.131
Interest $23,276 $20,897 $3,310
MNon-cash operating activities:
Consolidation of variable interest entities assets $0 $30,136 $113,819
Consolidation of variable interest entities liabilities $0 $2,564 471
MNon-cash operating and investing activities:
Accrued capital expenditures $1,564 $236 $0

Mon-cash financing activities:

Issuance of treasury stock for Directors' compensation $206 $38 $0
Consolidation of PEAKS Trust senior debt $0 $0 $226,096
Consolidation of CUSO secured borrowing obligation $0 $122,542 $0
Schedule B
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ITT EDUCATIONAL SERVICES, INC

RECONCILIATION OF CONSOLIDATED STATEMENT OF OPERATIONS RESTATEMENT

(Amounts in thousands, except per share data)

Revenue

Costs and expenses:

Cost of educational services

Student services and administrative expenses
Goodwill and asset impairment

Settlements and legal and professional fees related to certain lawsuits, investigations and
accounting matters

Loss related to loan program guarantees
Provision for private education loan losses, net
Total costs and expenses
Operating income
Gain on consolidation of variable interest entities
Interest income
Interest (expense)
Income before provision for income taxes
Provision for income taxes
Net income
Earnings per share:
Basic
Diluted
Weighted average shares outstanding:
Basic

Diluted

Schedule C

Year Ended December 31,

2014

Beported Adiustment Reslated

$961,783

460,782
389,116

2,454

32,008

2,019

14,150

900,529

61,254

16,631

65

(28,300)

49,650

20,397

$29,253

$1.25

$1.23

23,474

23,762

$0  $961.783
0 460,782
0 389,118
0 2,454
0 32,008
0 2,019
0 14,150
0 900,529
0 61,254
0 16,631
0 65
(9,508)  (37,808)
(9,508) 40,142
(3.575) 16,822
$(5,933)  $23,320
$(0.26) $0.99
$(0.25) $0.98
0 23,474
(81) 23,681

Actual and projected EBITDA are not measurements under GAAP in the United States and may not be similar to EBITDA measures of other

companies. Non-GAAP financial information should be considered in addition to, but not as a substitute for, information prepared in

accordance with GAAP. The company believes that EBITDA provides useful information to management and investors as an indicator of the

company's operating performance,

The company's 2015 EBITDA can be reconciled to the company's 2015 net income as follows

For the Twelve Months Ending

December 31, 2015

(Dollars in thousands)

Net Income $23,208

Plus: Interest expense, net 39,761
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