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Item 1.01

Entry into a Material Definitive Agreement.

On September 15, 2014, ITT Educational Services, Inc. (the “Company”) entered into a Fifth Amendment to Credit Agreement and Consent (the
“Fifth Amendment”) with the lenders party thereto and JPMorgan Chase Bank, N.A., as administrative agent. The Fifth Amendment provides for certain
amendments to the Credit Agreement dated as of March 21, 2012, as amended by the First Amendment thereto dated as of March 31, 2014 (the “First
Amendment”), the Second Amendment thereto dated as of May 29, 2014, the Third Amendment to Credit Agreement, Consent and Waiver (the “Third
Amendment”) dated as of June 30, 2014 and the Fourth Amendment to Credit Agreement, Consent and Waiver (the “Fourth Amendment”) dated as of July
30, 2014 (the “Credit Agreement”), among the Company, the lenders from time to time party thereto, JPMorgan Chase Bank, N.A., as administrative agent,
Bank of America, N.A., as syndication agent, and Wells Fargo, N.A., as documentation agent. Capitalized terms used in this Form 8-K and not defined herein
have the meanings ascribed to such terms in the Credit Agreement.
The Fifth Amendment generally, among other things, provides for an extension of the date by which we must furnish our financial statements for the
2013 fiscal year and the first two fiscal quarters of 2014, expands the conditions and fees related to issuances of letters of credit and further amends certain
covenants to which we are subject. More specifically, the Fifth Amendment provides that:
· The portion of the commitments of the lenders available for letters of credit is decreased from $98.0 million to $85.0 million. The decrease
was due to the fact that the U.S. Department of Education (the “ED”) has notified the Company that the ED is requiring that the Company
submit an irrevocable letter of credit payable to the ED (the “ED Letter of Credit”) in the amount of $79,707,879, as described further in
Item 7.01 – Regulation FD Disclosure, below. Certain letters of credit in an aggregate amount of approximately $2.2 million previously
issued by JPMorgan Chase Bank, N.A. are deemed to be letters of credit issued pursuant to the Credit Agreement. The aggregate
commitment of the lenders under the Credit Agreement remains at $135.0 million, unless the Company has not caused the issuance of the
ED Letter of Credit by November 15, 2014, in which case the aggregate commitments of the lenders will be reduced to $100.0 million.
· The amount of cash collateral that the Company is required to provide to the administrative agent related to letters of credit is:
o increased to 109% with respect to the ED Letter of Credit; and
o remains at 103% with respect to all other letters of credit.
· In addition to the participation fee required to be paid by the Company pursuant to the original terms of the Credit Agreement related to
letters of credit, which accrues at the same rate used to determine the interest rate applicable to Eurodollar Revolving Loans, the Fifth
Amendment provides that an additional participation fee is required to be paid by the Company related to the ED Letter of Credit, which
will accrue at a Ticking Fee Rate on the average daily amount of each Lender’s LC Exposure with respect to the ED Letter of Credit.
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o The Ticking Fee Rate is defined as: (a) for the period from September 15, 2014 through and including March 21, 2015, 0.00% per
annum, (b) for the period from March 22, 2015 through and including March 21, 2016, 1.00% per annum, (c) for the period from
March 22, 2016 through and including March 21, 2017, 2.00% per annum, (d) for the period from March 22, 2017 through and
including March 21, 2018, 3.00% per annum, (e) for the period from March 22, 2018 through and including March 21, 2019,
4.00% per annum, (f) for the period from March 22, 2019 through November 15, 2019, 5.00% per annum.
· The ED Letter of Credit will not be issued unless the mortgages and certain related real estate due diligence items related to the Mortgaged
Property and required under the terms of the Fourth Amendment have been fully executed and received by the administrative agent.
· The ED Letter of Credit, if issued, may be outstanding for a period that expires not later than November 15, 2019.
· In the event that any net cash proceeds are received by the Company or a Material Subsidiary in connection with any sale, transfer, lease or
other disposition of Mortgaged Property, including in connection with any Sale and Leaseback Transaction, any mortgage financing or
similar transaction with respect to Mortgaged Property or other incurrences of Indebtedness, such net cash proceeds shall (a) first, be
delivered to cash collateralize all then outstanding letters of credit under the Credit Agreement until such time as the administrative agent
holds cash collateral that is equal to 109% of the face amount of the ED Letter of Credit and 103% of the face amount of all other letters of
credit, or if the ED Letter of Credit has not yet been issued when the net cash proceeds are received, to be held by the administrative agent
until the issuance of the ED Letter of Credit and application of the proceeds to cash collateral; and (b) second, be used to repay outstanding
borrowings under the Credit Agreement, which repayments shall be accompanied by a corresponding pro rata reduction of the commitment
of each lender under the Credit Agreement.
· All amounts posted as cash collateral for letters of credit will be treated as cash for purposes of determining the Company’s compliance with
the minimum Liquidity covenant of the Credit Agreement.
· Section 6.12(a) of the Credit Agreement is further amended to provide for additional revisions to the Leverage Ratio covenant.
o Section 6.12(a) of the original Credit Agreement provided that the Company would not permit the Leverage Ratio as of the end of
any fiscal quarter to be greater than 1.50 to 1.00.
o In the First Amendment, Section 6.12(a) of the Credit Agreement was amended to provide that the Leverage Ratio covenant would
not apply to the fiscal quarters ending on December 31, 2013 and March 31, 2014.
o In the Third Amendment, Section 6.12(a) the Credit Agreement was amended to provide that the Company will not permit the
Leverage Ratio as of the end of any fiscal quarter, other than the fiscal quarters ending on December 31, 2013 and March 31, 2014,
to be greater than (i) 3.00:1.00 as of the end of the fiscal quarter ending on June 30, 2014, (ii) 2.75:1:00 as of the end of the fiscal
quarter ending on September 30, 2014, and (iii) 2.50:1:00 as of the end of the fiscal quarters ending on December 31, 2014 and
thereafter.
o In the Fifth Amendment, Section 6.12(a) of the Credit Agreement was further amended to provide that the Company will not permit
the Leverage Ratio as of the end of any fiscal quarter, other than the fiscal quarters ending on December 31, 2013 and
March 31, 2014, to be greater than (i) 3.00:1.00 as of the end of the fiscal quarter ending on June 30, 2014; and (ii) 2.75:1.00 as of
the end of the fiscal quarters ending on September 30, 2014 and thereafter.
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· For purposes of its financial covenants, (i) in calculating EBITDA, the Company is permitted to add back to its net income all charges
related to its Private Education Loan Programs, and (ii) in calculating Indebtedness, the Company is permitted to exclude all contingent
obligations in respect of letters of credit that have been cash-collateralized pursuant to the terms of the Credit Agreement.
· Prior to November 15, 2014 (or another date not later than December 15, 2014, if acceptable to the administrative agent), the Company
must retain a financial advisor acceptable to the administrative agent. Based on its discussions with the administrative agent, the Company
understands that the financial advisor would be retained to assist the Company in its ongoing efforts to identify and secure alternative
financing.
· The audited consolidated balance sheet and related statements of operations, stockholders' equity and cash flows of the Company, and the
certificate of a financial officer of the Company as described in Section 5.01(c) of the Credit Agreement, in each case, as of and for the fiscal
year ending December 31, 2013, required to be furnished by the Company, are required to be furnished by October 15, 2014, instead of
September 15, 2014 (the date established by the Fourth Amendment to Credit Agreement).
· The internally prepared consolidated balance sheet and related statements of operations, stockholders' equity and cash flows of the
Company, and the certificate of a financial officer of the Company as described in Section 5.01(c) of the Credit Agreement, in each case, as
of and for the fiscal quarter ending March 31, 2014, required to be furnished by the Company, are required to be furnished by October 15,
2014, instead of September 15, 2014 (the date established by the Fourth Amendment to Credit Agreement).
· The internally prepared consolidated balance sheet and related statements of operations, stockholders' equity and cash flows of the
Company, and the certificate of a financial officer of the Company as described in Section 5.01(c) of the Credit Agreement, in each case, as
of and for the fiscal quarter ending June 30, 2014, required to be furnished by the Company, are required to be furnished by October 31,
2014, instead of September 30, 2014 (the date established by the Fourth Amendment).
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The above summary of the Fifth Amendment is qualified in its entirety by the full text of the Fifth Amendment, a copy of which is attached hereto as
Exhibit 10.1 and incorporated herein by reference. The Credit Agreement was filed by the Company as Exhibit 10.1 to its Current Report on Form 8-K filed
on March 27, 2012, the First Amendment was filed by the Company as Exhibit 10.1 to its Current Report on Form 8-K filed on April 4, 2014, the Second
Amendment was filed by the Company as Exhibit 10.1 to its Current Report on Form 8-K filed on June 4, 2014, the Third Amendment was filed by the
Company as Exhibit 10.1 to its Current Report on Form 8-K filed on July 2, 2014, and the Fourth Amendment was filed by the Company as Exhibit 10.1 to
its Current Report on Form 8-K filed on August 1, 2014, all of which are also incorporated herein by reference.
Item 3.01.

Notice of Delisting or Failure to Satisfy a Continued Listing Rule or Standard; Transfer of Listing.

As previously disclosed, on March 19, 2014, the Company received a notice from NYSE Regulations, Inc. that, as a result of the Company’s failure
to timely file its Annual Report on Form 10-K for the fiscal year ended December 31, 2013 (the “2013 Form 10-K”), the Company is subject to the procedures
set forth in the New York Stock Exchange’s (“NYSE”) Listed Company Manual, Section 802.01E, “SEC Annual Report Timely Filing Criteria.” The
Company was required to file its 2013 Form 10-K on or before March 18, 2014 (“Extended Filing Due Date”), since the Company timely filed a Form 12b-25
with the Securities and Exchange Commission (the “SEC”) to extend the original filing due date of March 3, 2014. The Company had six months from the
Extended Filing Due Date to cure the deficiency.
On September 18, 2014, the Company was notified by the NYSE that the NYSE has granted the Company’s request for a listing extension through
November 15, 2014. The Company understands that the extension is subject to reassessment by the NYSE on an ongoing basis. The Company is working
diligently to complete the 2013 Form 10-K and file it as soon as practicable. Due to the uncertainty with respect to the timing of the completion of the
necessary reviews and analyses, however, there can be no assurance that the Company will be able to file the 2013 Form 10-K within the extended cure
period.
Item 5.02.

Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements of
Certain Officers.

The following information is provided pursuant to Sub-item (d) of Item 5.02:
(d) The Company announced that effective on September 17, 2014, the Company’s Board of Directors elected Jerry M. Cohen to serve as a director on
its Board of Directors. Jerry M. Cohen, age 62, retired as a senior partner from Deloitte & Touche, LLP (“Deloitte”) in June 2014. Mr. Cohen joined Deloitte
in 1973, and served for over 40 years with that firm, providing business advisory and audit services to a wide range of global organizations, including small,
mid and large cap multinational public companies. Mr. Cohen worked with corporate boards of directors to develop, enhance and support corporate strategy
and functioned as an advisor to senior executives and members of boards of directors. During his career, Mr. Cohen also served in a wide variety of strategic
and leadership roles at Deloitte, including: managing partner, Philadelphia office; member of the Mid-Atlantic Executive Committee; regional managing
partner – Assurance and Advisory Operations, Midwest; member of the Assurance and Advisory Management Committee; and member of the Assurance and
Advisory Partner Evaluation and Compensation Committee.
Mr. Cohen is expected to be appointed to the Audit Committee of the Company’s Board of Directors and as Chairman of the Audit Committee. There
are no arrangements or understandings between Mr. Cohen and any other person pursuant to which Mr. Cohen was elected to the Company’s Board of
Directors. Since January 1, 2013, Mr. Cohen has not entered into any transaction in which he has a direct or indirect material interest and in which the
Company or any of its subsidiaries is also a party, and Mr. Cohen is not currently considering any such transactions. Mr. Cohen will receive the same
compensation as the other non-employee Directors on the Company’s Board of Directors, except that:
· the annual retainer to be paid to him with respect to his service on the Board in 2014 was pro-rated to $21,781; and
· the value of the restricted stock unit (“RSU”) grant to be awarded to him with respect to his service on the Board in 2014 was pro-rated to
$29,041, and the number of RSUs to be granted will be based on the closing market price of a share of the Company’s common stock on the
grant date, which will be the third business day following the date as of which the Company becomes current in its filings with the Securities
and Exchange Commission.
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For additional information relating to the compensation arrangements applicable to the Company’s non-employee Directors, see "Compensation of
Executive Officers and Directors—Director Compensation" in the Proxy Statement for the Company’s 2013 Annual Meeting of Shareholders, which was filed
with the Securities and Exchange Commission on March 13, 2013.
Item 7.01 Regulation FD Disclosure
U.S. Securities and Exchange Commission
As previously disclosed, the Company has been subject to an investigation by the U.S. Securities and Exchange Commission (the “SEC”)
concerning two private education loan programs for its students. On August 7, 2014, the Company received a notice from the staff of the Division of
Enforcement (the “Staff”) of the SEC, notifying the Company that the Staff had made a preliminary determination to recommend that the SEC file an
enforcement action against the Company (a “Wells Notice”). According to the Staff, the enforcement action would allege violations of Sections 10(b), 13(a)
and 13(b)(2) of the Securities Exchange Act of 1934, as amended (the “Exchange Act” ), and Rules 10b-5, 12b-20, 13a-1, 13a-11, 13a-13 and 13a-15 under
the Exchange Act. The SEC’s notice said that the Staff’s recommendation may:
· involve a civil injunctive action, public administrative proceeding and/or cease-and-desist proceeding against us; and
· seek remedies that include an injunction, a cease-and-desist order and monetary relief, including civil monetary penalties.
A Wells Notice is neither a formal allegation nor a finding of wrongdoing. Instead, it is a preliminary determination by the Staff to recommend that the
SEC file a civil enforcement action or administrative proceeding against the recipient. Under the SEC’s procedures, a recipient of a Wells Notice has an
opportunity to respond in the form of a Wells submission that seeks to persuade the SEC that such an action should not be brought. Accordingly, the
Company made a submission to the Staff in response to the Wells Notice setting forth why no action should be commenced against the Company. The
Company intends to also continue to discuss these issues with the SEC. Although the Company intends to defend itself vigorously against any legal action
taken against it by the SEC, the Company cannot predict the outcome of any legal action or whether the matters will result in any settlement. The ultimate
outcome of the SEC investigation, any legal action by the SEC or any settlement could have a material adverse effect on the Company’s financial condition,
results of operations and/or cash flows.
U.S. Department of Education
As previously disclosed, the Company’s institutions did not submit their 2013 audited consolidated financial statements and the compliance audits of
their administration of the federal student financial aid programs under Title IV (the “Title IV Programs”) of the Higher Education Act of 1965, as amended,
in which they participate (“Compliance Audits”) to the ED by the June 30, 2014 due date specified in the ED’s regulations. As a result, on August 21, 2014,
the ED informed the Company that the ED had determined that the Company’s institutions are not financially responsible, a determination based solely on
the missed submission deadline, and not on an assessment of the Company’s financial condition. Based on this determination, the ED, among other things:
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· required the Company’s institutions to submit a letter of credit payable to the ED in the amount of $79,707,879;
· placed the Company’s institutions on heightened cash monitoring for the receipt of Title IV Program funds, instead of the ED’s standard
advance payment method;
· provisionally certified the Company’s institutions to participate in Title IV Programs;
· requires the Company’s institutions to provide the ED with information about certain oversight and financial events, as described further below;
· requires the Company to be able to demonstrate to the ED that, for the Company’s two most recent fiscal years, it was current on its debt
payments and its institutions have met all of their financial obligations, pursuant to the ED’s standards; and
· could require the Company’s institutions, in future years, to submit their audited financial statements and Compliance Audits to the ED earlier
than six months following the end of their fiscal year.
The Company is required to submit the ED Letter of Credit on or before November 4, 2014. The term of the ED Letter of Credit must be for a period that ends
on November 4, 2019. The Company will be required to adjust the amount of the ED Letter of Credit annually to 10% of the Title IV Program funds received
by its institutions in the immediately preceding fiscal year. The ED may terminate the Company’s institutions’ eligibility to participate in Title IV Programs,
which would have a material adverse effect on the Company’s business, financial condition, results of operations and cash flows, if the Company fails to:
· submit an irrevocable letter of credit payable to the ED in the required amount and for the appropriate term on or before November 4, 2014; or
· annually adjust the amount of the ED Letter of Credit to the appropriate amount.
Under heightened cash monitoring (“HCM”), before any of the Company’s institutions can request or draw down Title IV Program funds from the ED, the
institution must:
· make disbursements to students and parents for the amount of Title IV Program funds that those students and parents are eligible to receive;
and
· compile borrower-level records with respect to the disbursement of Title IV Program funds to each student and parent.
Once the HCM requirements are satisfied, the Company’s institutions may request or draw down Title IV Program funds from the ED in an amount equal to
the actual disbursements made by the Company’s institutions. The Company’s institutions will be subject to HCM until at least November 4, 2019. The
Company has implemented procedures to address the HCM requirements, and believes that compliance with those requirements will not impact the timing of
its receipt of Title IV Program funds by more than one business day.
The Company’s institutions will be provisionally certified by the ED to participate in Title IV Programs until at least November 4, 2019. Any institution
provisionally certified by the ED must apply for and receive approval by the ED for any substantial change, before the institution can award, disburse or
distribute Title IV Program funds based on the substantial change. Substantial changes generally include, but are not limited to:
· the establishment of an additional location;
· an increase in the level of academic offering beyond those listed in the institution's Eligibility and Certification Approval Report with the ED;
· an addition of any eligible non-degree education program or short-term training program; or
· an addition of a degree program by a proprietary institution.
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If an institution applies for the ED's approval of a substantial change, the institution must demonstrate that it has the financial and administrative resources
necessary to assure the institution's continued compliance with the ED’s standards of financial responsibility and administrative capability. If the Company
is unable to obtain the required approvals from the ED for any new campuses or learning sites, or any new program offerings, or to obtain those approvals in a
timely manner, its ability to operate the new campuses, add the learning sites or offer the new programs as planned would be impaired, which could have a
material adverse effect on the Company’s expansion plans.
Further, the Company is required to provide information to the ED about any of the following events within 10 days of its occurrence:
· any adverse action, including probation or similar action, taken against any of the Company’s institutions by their accrediting commissions,
their state authorizing agencies or any federal agency;
· any event that causes the Company to realize any liability that was noted as a contingent liability in its most recent audited financial
statements;
· any violation by the Company of any loan agreement;
· any failure by the Company to make a payment in accordance with its debt obligations that results in a creditor filing suit to recover funds
under those obligations;
· any withdrawal of the Company’s shareholders’ equity or net assets by any means, including the declaration of a dividend;
· any extraordinary loss by the Company, as defined under Accounting Principles Board Opinion No. 30; or
· any filing of a petition by the Company for relief in bankruptcy court.
The Company’s notice to the ED of the occurrence of any of the above events must include the details of the circumstances surrounding the event and, if
applicable, the steps the Company has taken, or plans to take, to resolve the issue.
The sanctions imposed on the Company by the ED described above could have a material adverse effect on the Company’s financial condition, results of
operations, cash flows and ability to meet its contractual and regulatory obligations. Further, there can be no assurance that the Company will be able to
submit the ED Letter of Credit in the amount and for the term required by the ED, that the Company will be able to provide the cash collateral required to
maintain the ED Letter of Credit or that the Company will be able to obtain any required annual increases in the amount of the ED Letter of Credit. The
Company’s provision of the cash required under the Credit Agreement to collateralize the ED Letter of Credit will have a material adverse effect on the
Company’s liquidity, and will significantly reduce the amount of cash that it will have available for other purposes, including to satisfy its future payment
obligations under the guarantee arrangements related to the two private education loan programs to which it is subject. The fact that a significant amount of
the Company’s cash will be held in connection with the ED Letter of Credit could also negatively affect the Company’s ability to satisfy the financial metrics
of the ED, state education and professional licensing authorities and the accrediting commissions that accredit the Company’s institutions.

-8-

Source: ITT EDUCATIONAL SERVICES INC, 8-K, September 19, 2014

Powered by Morningstar® Document Research℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

Item 9.01.

Financial Statements and Exhibits.
(d) Exhibits:
The following exhibit is being filed herewith:
Exhibit No.
10.1

Description
Fifth Amendment to Credit Agreement and Consent, dated as of September 15, 2014, by and among ITT
Educational Services, Inc., the lenders party thereto and JPMorgan Chase Bank, N.A., as administrative agent

Forward-Looking Statements
Except for the historical information contained herein, the matters discussed in this Current Report on Form 8-K 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 cannot 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 results to differ materially are the following: the inability of the company to file its 2013 Form 10K during any available New York Stock Exchange (“NYSE”) cure period; the NYSE’s failure to grant a further extension of time in which the company can
file the 2013 Form 10-K; the impact of the adverse actions by the ED related to the company’s failure to submit its 2013 audited financial statements and
compliance audits with the ED by the due date; the impact of the consolidation of the financial results of a variable interest entity on the company and the
regulations, requirements and obligations that it is subject to; the failure of the company to obtain further required amendments or waivers of
noncompliance with covenants under its credit agreement; the company’s inability to remediate material weaknesses, or the discovery of additional
material weaknesses, in the company’s internal control over financial reporting; issues related to the restatement of the company’s financial statements for
the first three quarters of 2013; the company’s exposure under its guarantees related to private student loan programs; the outcome of litigation,
investigations and claims against the company; 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 and growth 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,

-9-

Source: ITT EDUCATIONAL SERVICES INC, 8-K, September 19, 2014

Powered by Morningstar® Document Research℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

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 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 collect
internally funded financing from its students; and other risks and uncertainties detailed from time to time in the company's filings with the U.S. 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.
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SIGNATURE
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by
the undersigned hereunto duly authorized.
Date: September 18, 2014
ITT Educational Services, Inc.
By: /s/ Daniel M. Fitzpatrick
Name: Daniel M. Fitzpatrick
Title: Executive Vice President, Chief
Financial Officer
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INDEX TO EXHIBITS
Exhibit No.
10.1

Description
Fifth Amendment to Credit Agreement and Consent, dated as of September 15, 2014, by and among ITT Educational
Services, Inc., the lenders party thereto and JPMorgan Chase Bank, N.A., as administrative agent
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EXHIBIT 10.1
EXECUTION VERSION
FIFTH AMENDMENT TO CREDIT AGREEMENT AND CONSENT
This Fifth Amendment to Credit Agreement and Consent (this “ Fifth Amendment ”) is entered into as of September 15, 2014 by and among ITT
EDUCATIONAL SERVICES, INC., a Delaware corporation (the “ Borrower”), the Lenders party hereto, and JPMORGAN CHASE BANK, N.A., as
administrative agent (the “Administrative Agent”).
RECITALS
A.
The Borrower, the financial institutions from time to time party thereto as lenders (the “Lenders”) and Administrative Agent are party to that
certain Credit Agreement dated as of March 21, 2012, as amended by the First Amendment thereto dated as of March 31, 2014, the Second Amendment
thereto dated as of May 29, 2014, the Third Amendment thereto dated as of June 30, 2014 and the Fourth Amendment thereto dated as of July 30, 2014 (the
“Credit Agreement ”). Unless otherwise specified herein, capitalized terms used in this Fifth Amendment shall have the meanings ascribed to them by the
Credit Agreement.
B.
The Borrower has requested that the Lenders and the Administrative Agent amend certain provisions of the Credit Agreement and grant
certain consents, on the terms and conditions set forth below.
Now, therefore, in consideration of the mutual execution hereof and other good and valuable consideration, the parties hereto agree as follows:
1. Amendments to Credit Agreement. The Credit Agreement is amended as follows:
(a) The definition of “Commitment” in Section 1.01 of the Credit Agreement is hereby amended by deleting the reference
to “October 31, 2014” therein and replacing it with “November 15, 2014”.
(b) The defined term “EBITDA” in Section 1.01 of the Credit Agreement is hereby deleted and replaced with the
following:
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“EBITDA” means, for any period, net income for such period plus (a) without duplication and to the extent deducted in determining net
income for such period, the sum of (i) interest expense for such period, (ii) income tax expense for such period, (iii) all amounts attributable
to depreciation and amortization expense for such period, (iv) any extraordinary charges for such period (excluding any write-down or
write-off in connection with any sales and other dispositions of Institutional Loans), (v) any other non-cash and non-recurring charges for
such period, including all non-cash and non-recurring charges relating to the Private Education Loan Programs (but excluding (x) any noncash and non-recurring charge in respect of an item that was included in net income in a prior period, and (y) any write-down or write-off in
connection with any sales and other dispositions of Institutional Loans), (vi) fees and expenses incurred during such period in connection
with any proposed or actual issuance of any Indebtedness or Equity Interests, or any proposed or actual acquisitions, investments, asset
sales or divestitures permitted hereunder, and any losses during such period attributable to cash payments relating to early extinguishment
of Indebtedness or obligations under any Swap Agreement, in an aggregate amount under this clause (vi) not to exceed $5,000,000 during
the most recently completed four fiscal quarters, and (vii) any losses during such period resulting from the sale or disposition of any asset of
the Borrower or any Subsidiary outside the ordinary course of business (excluding any write-down or write-off in connection with any sales
and other dispositions of Institutional Loans), minus (b) without duplication and to the extent included in net income, the sum of (i) any
extraordinary gains and any non-cash items of income for such period (excluding any gains in connection with any sales and other
dispositions of Institutional Loans), and (ii) any gains attributable to early extinguishment of Indebtedness or obligations under any Swap
Agreement, and (all gains during such period resulting from the sale or disposition of any asset of the Borrower or any Subsidiary outside
the ordinary course of business, in an aggregate amount under this clause (ii) not to exceed $5,000,000 during the most recently completed
four fiscal quarters, all calculated for the Borrower and its Subsidiaries on a consolidated basis in accordance with GAAP. For purposes of
the computation of the Leverage Ratio and Fixed Charge Coverage Ratio (a) for any period during which a Permitted Acquisition is made
by any Credit Party, EBITDA shall be calculated on a pro forma basis as if such purchase or other acquisition was consummated (and any
related Indebtedness incurred) on the first day of such period and (b) for any period during which a Subsidiary or business was disposed of,
EBITDA shall be calculated on a pro forma basis as if such Subsidiary or business had been disposed of on the first day of such period. All
acquired Indebtedness assumed to be outstanding pursuant to the preceding sentence shall be deemed to have borne interest (a) in the case
of fixed rate Indebtedness, at the rate applicable thereto or (b) in the case of floating rate Indebtedness, at the rates which were or would
have been applicable thereto during the period when such Indebtedness was or was deemed to be outstanding.
(c) The defined term “Indebtedness” in Section 1.01 of the Credit Agreement is hereby deleted and replaced with the
following:
-2 -
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“Indebtedness” of any Person means, without duplication, (a) all obligations of such Person for borrowed money or with respect to deposits
or advances of any kind, (b) all obligations of such Person evidenced by bonds, debentures, notes or similar instruments, (c) all obligations
of such Person upon which interest charges are customarily paid, (d) all obligations of such Person under conditional sale or other title
retention agreements relating to property acquired by such Person, (e) all obligations of such Person in respect of the deferred purchase
price of property or services (excluding current accounts payable incurred in the ordinary course of business), (f) all Indebtedness of others
secured by (or for which the holder of such Indebtedness has an existing right, contingent or otherwise, to be secured by) any Lien on
property owned or acquired by such Person, whether or not the Indebtedness secured thereby has been assumed, (g) all Guarantees by such
Person of Indebtedness of others, (h) all Capital Lease Obligations of such Person, (i) all obligations, contingent or otherwise, of such
Person as an account party in respect of letters of credit and letters of guaranty (excluding any Letters of Credit that have been cash
collateralized in accordance with the terms of this Agreement), (j) all obligations, contingent or otherwise, of such Person in respect of
bankers’ acceptances and (k) all obligations of such person in respect of Swap Agreements. The Indebtedness of any Person shall include
the Indebtedness of any other entity (including any partnership in which such Person is a general partner) to the extent such Person is liable
therefor as a result of such Person’s ownership interest in or other relationship with such entity, except to the extent the terms of such
Indebtedness provide that such Person is not liable therefor; provided, however, that Indebtedness shall not include (i) amounts in respect
of tuition that is shown as deferred revenue on the Borrower’s Financial Statements, and (ii) the amount of any Guarantee or payment
obligation in connection with any Private Education Loan Program that is not required to be recorded as a liability on the Financial
Statements. Notwithstanding the foregoing, the term “Indebtedness” shall not include post-closing purchase price adjustments or earnouts
except to the extent that the amount payable pursuant to such purchase price adjustment or earnout is, or becomes, reasonably
determinable. The amount of Indebtedness of any Person for purposes of clause (f) above shall (unless such Indebtedness has been assumed
by such Person or such Person has otherwise become liable for the payment thereof) be deemed to be equal to the lesser of (i) the aggregate
unpaid amount of such Indebtedness and (ii) the fair market value of the property encumbered thereby as determined by such Person in
good faith. For purposes of determining Indebtedness in connection with calculating the Leverage Ratio, the “principal amount” of the
obligations of the Borrower or any Subsidiary in respect of any Swap Agreement at any time shall be the maximum aggregate amount
(giving effect to any netting rights or netting agreements) that the Borrower or such Subsidiary would be required to pay if such Swap
Agreement were terminated at such time.
(d) The defined term “Liquidity” in Section 1.01 of the Credit Agreement is hereby deleted and replaced with the
following:
“Liquidity” means the aggregate stated balance sheet amount of cash, cash equivalents and short-term investments of the Borrower and its
wholly owned Domestic Subsidiaries (excluding any portion thereof which is subject to a Lien in favor of a Person other than the
Administrative Agent or is otherwise restricted); provided that, for the avoidance of doubt, cash of the Borrower which is held by the
Administrative Agent as cash collateral for any Letter of Credit may be included for purposes of calculating Liquidity.
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(e) Section 1.01 of the Credit Agreement is amended by adding the following definition in appropriate alphabetical order:
“Ticking Fee Rate” means (a) for the period from September 15, 2014 through and including March 21, 2015, 0.00% per annum, (b) for the
period from March 22, 2015 through and including March 21, 2016, 1.00% per annum, (c) for the period from March 22, 2016 through and
including March 21, 2017, 2.00% per annum, (d) for the period from March 22, 2017 through and including March 21, 2018, 3.00% per
annum, (e) for the period from March 22, 2018 through and including March 21, 2019, 4.00% per annum, (f) for the period from March 22,
2019 through November 15, 2019, 5.00% per annum.
(f) There final sentence of Section 2.06(b) of the Credit Agreement is hereby deleted and replaced with the following:
A Letter of Credit shall be issued, amended, renewed or extended only if (and upon issuance, amendment, renewal or extension of each
Letter of Credit the Borrower shall be deemed to represent and warrant that), after giving effect to such issuance, amendment, renewal or
extension (i) the LC Exposure shall not exceed $85,000,000 and (ii) the sum of the total Revolving Credit Exposures shall not exceed the
total Commitments.
(g) Section 2.06(c) of the Credit Agreement is hereby deleted and replaced with the following:
(c)
Expiration Date. Each Letter of Credit shall expire (or be subject to termination by notice from the Issuing Bank to the
beneficiary thereof) at or prior to the close of business on the earlier of (i) the date one year after the date of the issuance of such Letter of
Credit (or, in the case of any renewal or extension thereof, one year after such renewal or extension) and (ii) the date that is five Business
Days prior to the Maturity Date; provided, that any Letter of Credit (other than the DOE Letter of Credit) may expire on a date that is at
most one year later than the date referred to in clause (ii), subject to paragraphs (j) and (k) of this Section; further provided, that the DOE
Letter of Credit may expire on a date that is not later than November 15, 2019, subject to paragraph (j) of this Section.
(h) Section 2.06(j) of the Credit Agreement is hereby amended by deleting all references to “103%” therein and replacing
them with “103% (or in the case of the DOE Letter of Credit, 109%)”.
(i) Section 2.11(c) of the Credit Agreement is hereby deleted and replaced with the following:
-4 -

Source: ITT EDUCATIONAL SERVICES INC, 8-K, September 19, 2014

Powered by Morningstar® Document Research℠

The information contained herein may not be copied, adapted or distributed and is not warranted to be accurate, complete or timely. The user assumes all risks for any damages or losses arising from any use of this information,
except to the extent such damages or losses cannot be limited or excluded by applicable law. Past financial performance is no guarantee of future results.

(c) In the event and on each occasion that any net cash proceeds are received by or on behalf of the Borrower or
any Material Subsidiary in connection with any sale, transfer, lease or other disposition of Mortgaged Property, including in connection
with any Sale and Leaseback Transaction, or any mortgage financing or similar transaction with respect to Mortgaged Property or in
connection with any incurrence of Indebtedness not permitted by this Agreement, such net cash proceeds shall be applied within three (3)
Business Days of receipt thereof as follows (i) first, to be delivered to the Administrative Agent to cash collateralize all outstanding Letters
of Credit until such time as the Administrative Agent holds cash collateral equaling 103% (or in the case of the DOE Letter of Credit,
109%) of the face amount of such Letters of Credit in the manner described in Section 2.06(j), and (ii) second, to repay outstanding
Revolving Loans which repayments shall be accompanied by a corresponding pro rata reduction of the Commitment of each
Lender. Notwithstanding the foregoing, in connection with any transaction contemplated by this clause (c), the Administrative Agent may
(1) require that the Borrower or any Material Subsidiary (x) cause the applicable third party purchaser or financing source to remit any
applicable net cash proceeds directly to the Administrative Agent and (y) prepare and provide to the Administrative Agent a copy of a
closing flow of funds certified by the Borrower’s Chief Financial Officer and evidencing that such net cash proceeds are delivered directly
to the Administrative Agent from the applicable third party purchaser or financing source, and (2) to the extent that any net cash proceeds
are received by the Administrative Agent pursuant to this clause (c) prior to the issuance of the DOE Letter of Credit, hold such net cash
proceeds until the issuance of the DOE Letter of Credit and thereafter apply such net cash proceeds in accordance with the immediately
preceding sentence of this clause (c).
(j) Section 2.12(b) of the Credit Agreement is hereby deleted and replaced with the following:
(b)
The Borrower agrees to pay (i) to the Administrative Agent for the account of each Lender a participation fee with respect
to its participations in Letters of Credit, which shall accrue at the same Applicable Rate used to determine the interest rate applicable to
Eurodollar Revolving Loans on the average daily amount of such Lender’s LC Exposure (excluding any portion thereof attributable to
unreimbursed LC Disbursements) during the period from and including the Effective Date to but excluding the later of the date on which
such Lender’s Commitment terminates and the date on which such Lender ceases to have any LC Exposure, (ii) to the Administrative Agent
for the account of each Lender a participation fee with respect to its participation in the DOE Letter of Credit, which shall accrue at the
Ticking Fee Rate on the average daily amount of such Lender’s LC Exposure with respect to the DOE Letter of Credit (excluding any
portion thereof attributable to unreimbursed LC Disbursements) during the period from and including September 15, 2014 to but excluding
the later of the date on which such Lender’s Commitment terminates and the date on which such Lender ceases to have any LC Exposure
with respect to the DOE Letter of Credit, and (iii) to the Issuing Bank a fronting fee, which shall accrue at the rate or rates per annum
separately agreed upon between the Borrower and the Issuing Bank on the average daily amount of the LC Exposure (excluding any
portion thereof attributable to unreimbursed LC Disbursements) during the period from and including the Effective Date to but excluding
the later of the date of termination of the Commitments and the date on which there ceases to be any LC Exposure attributable to Letters of
Credit issued by the Issuing Bank, as well as the Issuing Bank’s standard fees with respect to the issuance, amendment, renewal or extension
of any Letter of Credit or processing of drawings thereunder. Participation fees and fronting fees accrued through and including the last day
of March, June, September and December of each year shall be payable on the third Business Day following such last day, commencing on
June 30, 2012; provided that all such fees shall be payable on the date on which the Commitments terminate and any such fees accruing
after the date on which the Commitments terminate shall be payable on demand. Any other fees payable to the Issuing Bank pursuant to
this paragraph shall be payable within 10 days after demand. All participation fees and fronting fees shall be computed on the basis of a
year of 360 days and shall be payable for the actual number of days elapsed (including the first day but excluding the last day).
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(k) Section 4.02 of the Credit Agreement is hereby amended by adding the following to the end of section:
Notwithstanding the foregoing or any other provision in the Credit Documents, the DOE Letter of Credit will not be issued unless
deliverables under subsections (a) and (d) of the definition of Mortgaged Property Support Documents have been fully executed and
received by the Administrative Agent. Notwithstanding any other provision herein, amending or waiving any requirement set forth in the
immediately preceding sentence shall require the consent of all Lenders.
(l) Section 6.12(a) of the Credit Agreement is hereby deleted and replaced with the following:
(a) Maximum Leverage Ratio. The Borrower will not permit the Leverage Ratio as of the end of any fiscal
quarter of the Borrower other than the fiscal quarters ending on December 31, 2013 and March 31, 2014, to be greater than the amounts
indicated below opposite such fiscal quarters:
Fiscal Quarter
June, 2014
September, 2014
December, 2014, and thereafter

Maximum Leverage Ratio
3.00:1.00
2.75:1.00
2.75:1.00

(m) Clause (d) of Article VII of the Credit Agreement is hereby deleted and replaced with the following:
(d)
the Borrower shall fail to observe or perform any covenant, condition or agreement contained in Section 5.01, 5.02, 5.03 (with
respect to the Borrower’s existence) or 5.08, 5.09, 5.10, 5.11 or 5.12 or in Article VI;
(n)
Schedule 2.01 of the Credit Agreement is hereby amended by deleting the reference to “October 31, 2014” therein and
replacing it with “November 15, 2014”.
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2. Consents.
(a)
Notwithstanding anything to the contrary in Sections 5.01(a) or 5.01(c) of the Credit Agreement, the audited consolidated balance
sheet and related statements of operations, stockholders’ equity and cash flows described in Section 5.01(a) of the Credit Agreement, and the
certificate of a Financial Officer of the Borrower as described in Section 5.01(c) of the Credit Agreement, in each case, as of and for the fiscal year
ending December 31, 2013, required to be furnished by the Borrower to the Administrative Agent and each Lender pursuant to Sections 5.01(a) and
5.01(c) of the Credit Agreement, are required to be furnished by October 15, 2014.
(b)
Notwithstanding anything to the contrary in Sections 5.01(b) or 5.01(c) of the Credit Agreement, the internally prepared
consolidated balance sheet and related statements of operations, stockholders’ equity and cash flows described in Section 5.01(b) of the Credit
Agreement, and the certificate of a Financial Officer of the Borrower as described in Section 5.01(c) of the Credit Agreement, in each case, as of and
for the fiscal quarters ending March 31, 2014, required to be furnished by the Borrower to the Administrative Agent and each Lender pursuant to
Sections 5.01(b) and 5.01(c), are required to be furnished by October 15, 2014.
(c) Notwithstanding anything to the contrary in Sections 5.01(b) or 5.01(c) of the Credit Agreement, the internally prepared consolidated
balance sheet and related statements of operations, stockholders’ equity and cash flows described in Section 5.01(b) of the Credit Agreement, and
the certificate of a Financial Officer of the Borrower as described in Section 5.01(c) of the Credit Agreement, in each case, as of and for the fiscal
quarters ending June 30, 2014, required to be furnished by the Borrower to the Administrative Agent and each Lender pursuant to Sections 5.01(b)
and 5.01(c), are required to be furnished by October 31, 2014.
3. Representations and Warranties of the Borrower. The Borrower represents and warrants that:
(a) This Fifth Amendment has been duly executed and delivered by the Borrower and constitutes a legal, valid and
binding obligation of the Borrower, enforceable in accordance with its terms, subject to applicable bankruptcy, insolvency, reorganization,
moratorium or other laws affecting creditors’ rights generally and subject to general principles of equity, regardless of whether considered in a
proceeding in equity or at law.
(b) Each of the representations and warranties of the Credit Parties set forth in the Credit Documents are true and correct in
all material respects (except that any such representation or warranty which is already qualified as to materiality or by reference to Material Adverse
Effect are true and correct in all respects) on and as of the date hereof, other than any such representations and warranties that specifically refer to an
earlier date, in which case they shall be true and correct as of such earlier date in all material respects (except that any such representation or
warranty which is already qualified as to materiality or by reference to Material Adverse Effect shall be true and correct in all respects).
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(c) No Default has occurred and is continuing.
4. Effectiveness. This Fifth Amendment shall become effective upon the execution and delivery hereof by the Borrower, the Administrative
Agent and the Required Lenders, and when the following additional conditions have been satisfied:
(a) Each of the Subsidiary Guarantors has executed and delivered a Reaffirmation of Guaranty and Security Documents in
the form of Exhibit A hereto.
(b) The Borrower shall have paid (i) to the Administrative Agent for the account of each Lender consenting to this Fifth
Amendment a fee equal to 0.10% of such Lender’s Commitment, (ii) to the Administrative Agent for its own account any other agreed fees relating
hereto, which fees shall be deemed fully earned and non-refundable on the date hereof, and (iii) to Winston & Strawn LLP all outstanding legal fees
and expenses in connection with this Fifth Amendment and the other Loan Documents.
5. Additional Covenant of the Borrower. Prior to November 15, 2014 (or such later date (not to exceed December 15, 2014) as is acceptable
to the Administrative Agent), the Borrower shall retain a financial advisor acceptable to the Administrative Agent, which engagement shall be pursuant to
terms and subject to a scope of work acceptable to the Borrower and the Administrative Agent. The Borrower further agrees and acknowledges that the failure
to comply with this Section 5 shall constitute an Event of Default.
6. Reference to and Effect Upon the Credit Agreement.
(a)

Except as specifically set forth above, the Credit Agreement shall remain in full force and effect and is hereby ratified and

confirmed.
(b)
The execution, delivery and effectiveness of this Fifth Amendment shall not operate as a waiver of any right, power or
remedy of the Administrative Agent or any Lender under the Credit Agreement, nor constitute a waiver of any provision of the Credit Agreement,
except as specifically set forth herein. Upon the effectiveness of this Fifth Amendment, each reference in the Credit Agreement to “this Agreement”,
“hereunder”, “hereof”, “herein” or words of similar import shall mean and be a reference to the Credit Agreement as amended hereby.
(c)

This Fifth Amendment shall constitute a Credit Document.
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7. Costs and Expenses. The Borrower hereby affirms its obligation under Section 9.03 of the Credit Agreement to pay all reasonable out-ofpocket expenses incurred by the Administrative Agent and its Affiliates, including the reasonable fees, charges and disbursements of counsel for the
Administrative Agent, in connection with the preparation and administration of this Fifth Amendment (whether or not the transactions contemplated hereby
shall be consummated).
8. Governing Law. This Fifth Amendment shall be construed in accordance with and governed by the law of the State of New York.
9. Headings. Section headings in this Fifth Amendment are included herein for convenience of reference only and shall not constitute a
part of this Fifth Amendment for any other purposes.
10. Counterparts. This Fifth Amendment may be executed in any number of counterparts, each of which when so executed shall be deemed
an original but all such counterparts shall constitute one and the same instrument. Delivery of an executed counterpart of a signature page of this Fifth
Amendment by email or any other electronic means that reproduces an image of the actual executed signature page shall be effective as delivery of a
manually executed counterpart of this Fifth Amendment.
11. Release of Claims. The Borrower and the other Credit Parties hereby releases, remises, acquits and forever discharges each Lender, the
Administrative Agent and each L/C Issuer and each of their respective employees, agents, representatives, consultants, attorneys, officers, directors, partners,
fiduciaries, predecessors, successors and assigns, subsidiary corporations, parent corporations and related corporate divisions (collectively, the “Released
Parties”), from any and all actions, causes of action, judgments, executions, suits, debts, claims, demands, liabilities, obligations, damages and expenses of
any and every character, known or unknown, direct or indirect, at law or in equity, of whatever nature or kind, whether heretofore or hereafter arising, for or
because of any manner of things done, omitted or suffered to be done by any of the Released Parties prior to and including the date of execution hereof, and
in any way directly or indirectly arising out of any or in any way connected to this Fifth Amendment or the other Credit Documents (collectively, the
“Released Matters”). The Borrower and each other Credit Party each hereby acknowledges that the agreements in this Section 11 are intended to be in full
satisfaction of all or any alleged injuries or damages arising in connection with the Released Matters. The Borrower and each other Credit Party each hereby
represents and warrants to each Lender, Agent and each L/C Issuer that it has not purported to transfer, assign or otherwise convey any right, title or interest of
the Borrower or any other Credit Party in any Released Matter to any other Person and that the foregoing constitutes a full and complete release of all
Released Matters.
THE BORROWER AND EACH OTHER CREDIT PARTY AGREES TO ASSUME THE RISK OF ANY AND ALL UNKNOWN,
UNANTICIPATED OR MISUNDERSTOOD DEFENSES, CLAIMS, CONTRACTS, LIABILITIES, INDEBTEDNESS AND OBLIGATIONS WHICH
ARE RELEASED, WAIVED AND DISCHARGED BY THIS AMENDMENT. THE BORROWER AND EACH OTHER CREDIT PARTY HEREBY
WAIVES AND RELINQUISHES ALL RIGHTS AND BENEFITS WHICH IT MIGHT OTHERWISE HAVE UNDER ANY CIVIL CODE OR ANY
SIMILAR LAW, TO THE EXTENT SUCH LAW MAY BE APPLICABLE, WITH REGARD TO THE RELEASE OF SUCH UNKNOWN,
UNANTICIPATED OR MISUNDERSTOOD DEFENSES, CLAIMS, CONTRACTS, LIABILITIES, INDEBTEDNESS AND OBLIGATIONS. TO THE
EXTENT THAT SUCH LAWS MAY BE APPLICABLE, THE BORROWER AND EACH OTHER CREDIT PARTY WAIVES AND RELEASES ANY
RIGHT OR DEFENSE WHICH IT MIGHT OTHERWISE HAVE UNDER ANY OTHER LAW OR ANY APPLICABLE JURISDICTION WHICH
MIGHT LIMIT OR RESTRICT THE EFFECTIVENESS OR SCOPE OF ANY OF THEIR WAIVERS OR RELEASES HEREUNDER.
[signature pages follow]

CHI:2860940.8
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IN WITNESS WHEREOF, the parties have executed this Fifth Amendment as of the date and year first above written.
ITT EDUCATIONAL SERVICES, INC.
By: /s/ Daniel M. Fitzpatrick
Name: Daniel M. Fitzpatrick
Title: EVP CFO

[Signature Page to Fifth Amendment]
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JPMORGAN CHASE BANK, N.A.,
as a Lender and as the Administrative Agent

By: /s/ Richard Barritt
Name: Richard Barritt
Title: Associate

[Signature Page to Fifth Amendment]
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Wells Fargo Bank, N.A., as a Lender

By: /s/ Michael J. Thomas
Name: Michael J. Thomas
Title: Senior Vice President
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BANK OF AMERICA, N.A., as a Lender

By: /s/ Kevin M. Behan
Name: Kevin M. Behan
Title: Managing Director

[Signature Page to Fifth Amendment]
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EXHIBIT A
REAFFIRMATION OF GUARANTY AND SECURITY DOCUMENTS
The undersigned acknowledges receipt of a copy of the Fifth Amendment to Credit Agreement and Consent dated as of September 15,
2014, consents to such amendments and to each of the transactions referenced therein and hereby reaffirms its obligations under the Subsidiary Guaranty and
the Security Documents.
Dated as of September 15, 2014
ESI SERVICE CORP.
By: _________________________________
Name:
Title:
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