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ALl\(CICI-1 ,~ ASSOCIATEG 
AN ACCOUNTANCY CORPORATION 

INDEPENDENT AUDITORS' REPORT ON THE FINANCIAL STATEMENTS 
AND OTHER INFORMATION 

To the Board of Directors and Stockholder of 
Tulsa Welding School, Inc.: 

Report on Consolidated Financial Statements 

We have audited the accompanying consolidated financial statements of Tulsa Welding School, Inc. 
(an Oklahoma corporation) and Subsidiaries, which comprise the consolidated balance sheets as of 
September 30, 2017 and 2016, and the related consolidated statements of income and retained earnings 
and cash flows for the years then ended, and the related notes to the consolidated financial statements. 

Management's Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with accounting principles generally accepted in the United States of America; 
this incJudes the design, implementation, and maintenance of internal control relevant to the preparation 
and fair presentation of consolidated financial statements that are free from material misstatement, 
whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. 
We conducted our audits in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards, 
issued by the Comptroller General of the United States. Those standards require that we plan and perfonn 
the audits to obtain reasonable assurance about whether the consolidated financial statements are free 
from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in 
the consolidated financial statements. The procedures selected depend on the auditors' judgment, 
including the assessment of the risks of material misstatement of the consolidated financial statements, 
whether due to fraud or error. In making those risk assessments, the auditor considers internal control 
relevant to the entity's preparation and fair presentation of the consolidated financial statements in order 
to design audit procedures that are appropriate in the circumstances. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates 
made by management, as well as evaluating the overall presentation of the consolidated financial 
statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinion. 

Opinion 

In our opinion, the consolidated financial statements referred to above present fairly, in all material 
respects, the consolidated financial position of Tulsa Welding School, Inc. and Subsidiaries as of 
September 30,2017 and 2016, and the conso.lidated results of their operations and their cash flows for the 
years then ended in accordance with accounting principles generally accepted in the United States of 
America. 

26463 Rancho Parkway South, Lake Forest• CA 92630 • (949) 600-7550 • Fax (949) 600-7558 
website: www.almichcpa.com • email: info@almichcpa.com 



Report on Required Supplementary lriformation and Other Regulatory Requirements 

Our audits were conducted for the purpose of forming an opinion on the consolidated financial statements 
taken as a whole. The accompanying supplementary information beginning on page 14 on Tulsa Welding 
School, Inc. and Subsidiaries' calculation of their Title IV 90/10 revenue test and on related party 
transactions is required by the U.S . Department of Education and is presented for purposes of additional 
analysis and is not a required part of the consolidated financial statements. Such infomrntion is the 
responsibility of management and was derived from and relates directly to the underlying accounting and 
other records used to prepare the consolidated financial statements. Such infonnation has been subjected 
to the auditing procedures applied in the audits of the consolidated financial statements and cet1ain 
additional procedures, including comparing and reconciling such information directly to the underlying 
accounting and other records used to prepare the consolidated financial statements or to the consolidated 
financial statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, the accompanying supplementary 
infonnation is fairly stated, in all material respects, in relation to the consolidated financial statements 
taken as a whole. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated 
December 21, 2017 on our consideration of Tulsa Welding School, Inc. and Subsidiaries' internal control 
over financial reporting and on our tests of their compliance with certain provisions of laws, regulations, 
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope of 
our testing of internal control over financial reporting and compliance and the results of that testing, and 
not to provide an opinion on internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards in considering 
Tulsa Welding School, Inc. and Subsidiaries' internal control over financial reporting and compliance. 

Lake Forest, California 
December 21, 2017 



TULSA WELDING SCHOOL, INC. AND SUBSIDIARIES 

Consolidated Balance Sheets 

September 30, 2017 and 2016 

Assets 

Current assets: 
Cash $ 
Accounts receivable, net of allowance for doubtful accounts 

of$4,729,120 for 2017 and $3 ,253,782 for 2016 

Income taxes receivable 

Inventory 

Prepaid expenses and other 

Deferred income taxes 

Total current assets 

Accounts receivable, net of allowance for doubtful accounts 
of $753,894 for 2017 and $804,841 for 20 I 6 and current portion 

Furniture, equipment and improvements, net of accumulated depreciation 
and amortization of$9,592,548 for 2017 and $8,305,313 for 2016 

Curriculum and trademark assets, net of accumulated amortization 
of$166,861 for 2017 and $158,393 for 2016 

Deposits 

Goodwill 

$ 

Liabilities and Stockholder's Equity 

Current liabilities: 
Accounts payable $ 

Accrued expenses 

Unearned tuition 

Current portion of deferred rent 

Current portion of capital lease obligations 

Total current liabilities 

Deferred rent, net of current portion 

Capital lease obligations, net of current pmtion 

Deferred income taxes 

Total liabilities 

Stockholder's equity: 
Common stock, $1 par value, 1,000 shares authorized, 

100 shares issued and outstanding 

Additional paid-in capital 

Retained earnings 

Total stockholder's equity 

$ 

See notes to consolidated financial statements 
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2017 

4,105,100 

8,518,507 

15,692 

393,754 

657,074 

1,070,366 

14,760,493 

463,374 

5,884,299 

9,205 

174,486 

13 ,759,582 

35,051,439 

1,119,568 

773,057 

2,991 ,469 

106,37 1 

244, 158 

5,234,623 

1,758,121 

405,33 1 

2,963,520 

10,361,595 

100 

16,499,571 

8,190,173 

24,689,844 

35,051,439 

2016 

$ 4,259,144 

5,119,940 

67,023 

529,091 

525,428 

749,980 

11 ,250,606 

366,695 

6,401 ,271 

12,683 

172,778 
13,759,582 

$ 31 ,963,615 

$ 807,611 

79 1,387 

3,595,602 

106,371 

269,686 

5,570,657 

1,804,778 

647,884 

2,705,693 

10,729,012 

100 

16,499,571 

4,734,932 

21,234,603 

$ 31,963,615 



TULSA WELDING SCHOOL, INC. AND SUBSIDIARIES 

Consolidated Statements of Income and Retained Earnings 

For the Years Ended September 30, 2017 and 2016 

Revenues 
Tuition and fees $ 
Other income 

Total revenues 

Costs and expenses: 
Education 
Marketing 
Occupancy 
General and administrative 
Depreciation and amortization 

Total costs and expenses -

Income from operations 
Jnterest expense 

Income before provision for income taxes 
Provision for income taxes 

Net income 
Retained earnings, beginning of year 
Distributions to parent 

Retained earnings, end of year $ 

See notes to consolidated financial statements 
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2017 

63,238,403 
686,842 

63,925,245 

15,536,070 
15,314,543 
3,529,647 

20,725,309 
1,396,698 

56,502,267 

7,422,978 
(49,002) 

7,373,976 
(2,779,730) 

4,594,246 
4,734,932 

~l, 139,005) 

8,190,173 

2016 

$ 61 ,317,467 
534,838 

61,852,305 

15,138,012 
13,924,107 
3,594,454 

19,342,623 
1,617,394 

53 ,616,590 

8,235,715 
(54,016) 

8,181 ,699 
(3,123,197) 

5,058,502 
4,883,375 

(5,206,945) 

$ 4,734,932 



TULSA WELDING SCHOOL, INC. AND SUBSIDIARIES 

Consolidated Statements of Cash Flows 

For the Years Ended September 30, 2017 and 2016 

Cash flows from operating activities: 
Net income $ 

Adjustments to reconcile net income to net cash provided by 
operating activities -

Depreciation and amortization 

Provision for bad debts 
Income from donated fixed assets 
Deferred income taxes 

Changes in assets and liabilities -
Accounts receivable 

Inventory 
Prepaid expenses and other 

Deposits 
Accounts payable 
Accrued expenses 

Income taxes receivable/payable 
Unearned tuition 
Deferred rent 

Net cash provided by operating activities 

Cash flows from investing activities: 
Purchases of furniture, equipment and improvements 

Purchases of trademark assets 

Net cash used by investing activities 

Cash flows from financing activities: 
Repayments on capital lease obligations 
Distributions to parent 

Net cash used by financing activities 

Decrease in cash 
Cash, beginning of year 

Cash, end of year $ 

Supplemental cash flows information: 

Cash paid for -

Interest $ 

Income taxes $ 

Supplemental schedule ofnoncash investing and fmancing activities: 

Acquisition of equipment under capital lease obligations $ 

See notes to consolidated financial statements 
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2017 

4,594,246 

1,396,698 

7,277,502 
(33,738) 
(62,559) 

(10,772,748) 

135,337 
(131,646) 

(1 ,708) 
3 ll,957 
(18 ,330) 
51,331 

(604,133) 
(46,657) 

2,095,552 

(837,520) 
(4,990) 

(842,510) 

(268,081) 
(1,139,005) 

(1,407,086) 

(154,044) 
4,259,144 

4,105,100 

49,002 

194,342 

2016 

$ 5,058,502 

1,617,394 

6, 145,486 

678,420 

(7,074,538) 

(95,439) 
(249,364) 

10,580 
(201,824) 
(295,811) 
(131,661) 

408,912 
(8,833) 

5,861,824 

(1,053,802) 

(1,053,802) 

(237,009) 
(5,206,945) 

(5,443,954) 

(635,932) 
4,895,076 

$ 4,259,144 

$ 54,016 

$ 422,381 

$ 226,873 



TULSA WELDING SCHOOL, INC. AND SUBSIDIARIES 
Notes to Consolidated Financial Statements 

September 30, 2017 and 2016 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Organization 

Tulsa Welding School, Inc. is incorporated in the state of Oklahoma as a taxable corporation and owns 
100% of Tulsa Welding School/Jacksonville Campus, Inc.; 100% of The Refrigeration School, Inc.; 
100% of Tulsa Welding School/Houston Campus, Inc.; and 100% of Tulsa Welding School/Phoenix 
Campus, Inc., which is inactive (collectively, the Company). The Company is a wholly owned subsidiary 
of T.H.E., Inc. (the Parent), which is a wholly owned subsidiary of TWS Acquisition Corporation (the 
Ultimate Parent). 

TI1e Company has locations in Tulsa, Oklahoma, Jacksonville, Florida and Houston, Texas that provide 
proprietary, post-secondary education with instruction in pipe, pipeline and aircraft welding, and 
nondestructive weld testing through structured instructional programs. The Company's locations in 
Phoenix, Arizona and Jacksonville provide programs in heating and air conditioning, refrigeration, as well 
as solar and electrical technologies. 

Basis of Presentation 

The accompanying consolidated financial statements include only the accounts of the Company. All 
intercornpany amounts have been eliminated in consolidation. 

Reclassifications 

Certain amounts on the accompanying September 30, 2016 consolidated balance sheet have been 
reclassified to conform to the current year presentation. 

Revenue Recognition 

Tuition revenues are derived primarily from tuition on courses taught at the Company's campuses. 
Tuition revenue is recognized on a straight-line basis over the term of instruction. Unearned tuition 
represents tuition payments received but not earned as of the consolidated balance sheet date and is 
reflected as a current liability on the accompanying consolidated balance sheets. 

Accounts Receivable 

Accounts receivable are recorded at the net realizable value expected to be received from students or 
third-party payors and are not collateralized. Accounts receivable include tuition amounts earned less 
payments received and an allowance for doubtful accounts. The allowance for doubtful accounts is 
management's best estimate based upon historical experience. Management continually monitors and 
adjusts its allowance associated with the Company's receivables to address any credit risks associated 
with the accounts receivable. When uncertainty exists as to the collection of receivables, the Company 
records an allowance for doubtful accounts and a corresponding charge to bad debt expense. 

Jnvento,y 

Inventory consists of various welding and HV AC supplies, materials and textbooks, used for instruction 
purposes, which are carried at the lower of cost or market, on a first in, first out basis. 
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Furniture, Equipment and Improvements 

Furniture and equipment are recorded at cost and are being depreciated over their estimated useful lives 
ranging from 3 to IO years utilizing the straight-line method. Leasehold improvements are stated at cost 
and are being amortized on a straight-line basis over their estimated useful lives or the remaining lease 
tenn, whichever is shorter. When furniture, equipment and improvements are sold or otherwise disposed 
of, the asset and accumulated depreciation and amortization are removed from the accounts, with any 
resulting gain or loss being reflected within operations for the period. Maintenance, repairs, and minor 
renewals and betterments are expensed as incurred. 

Long-lived assets are reviewed for impairment whenever events or changes in circumstances indicate that 
the carrying amount of an asset may not be recoverable. When such factors indicate that assets should be 
evaluated for possible impairment, management would prepare an analysis comparing the carrying value 
of the assets to future undiscounted cash flows of the underlying assets. The net book value of the 
underlying assets is adjusted to fair value if the sum of the expected undiscounted future cash flows is less 
than book value. To date, management has not identified any such factors pertaining to the Company's 
long-lived assets. 

Curriculum and Trademark Assets 

Curriculum is being amorti:zed ratably over its estimated useful life of 5 years. Trademark assets are being 
amortized ratably over their estimated useful lives of 10 years. Amortization expense related to 
curriculum and trademark assets for the years ended September 30, 2017 and 2016 was $8,468 and 
$8,010, respectively, and is included within depreciation and amortization expense on the accompanying 
consolidated statements of income and retained earnings. 

Goodwill 

Goodwill consists of the cost in excess of fair value of identifiable assets acquired in a purchase business 
combination. Goodwill is not amortized, but evaluated for impairment annually, in the fourth quarter of 
each fiscal year, or whenever events or circumstances indicate that the carrying amount may not be 
recoverable. Impainnent exists when the carrying amount of goodwill exceeds its implied fair value. The 
implied fair value of goodwill is determined by deducting the estimated fair value of all tangible and 
identifiable intangible net assets of the reporting unit from the estimated fair value of the reporting unit. If 
the recorded value of goodwill exceeds its implied value, an impairment charge is recorded for the excess. 
The Company tests for goodwill impairment at the repotiing unit level. The Company's annual 
impairment testing did not result in an impairment of goodwill. There have been no goodwill impairment 
losses recorded by the Company to date. 

Determining the fair value of a reporting unit is judgmental in nature and involves the use of significant 
estimates and assumptions. TI1ese estimates and assumptions include, among others, future economic and 
market conditions and detennination of appropriate market comparables. Such estimates are unpredictable 
and inherently uncertain; actual future results may differ from the estimates. The Company may also 
assess qualitative factors to detem1ine if it is more likely than not that the fair value of the reporting unit is 
less than its carrying amount. 

Additional goodwill of $28,370,649 resides at the Ultimate Parent as the election was made in prior years 
not to push down the goodwill to the Company. No impairment loss has been recorded on that goodwill to 
date. 

Adverasing 

Advertising costs are expensed as incurred, 
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Income Taxes 

Income taxes are accounted for under the asset and liability method. Under the asset and liability method, 
deferred tax assets and liabilities are recognized for the estimated future tax consequences attributable to 
the differences between the financial statement carrying amounts of existing assets and liabilities and their 
respective tax bases. This method also requires the recognition of future tax benefits such as net operating 
loss carryforwards, to the extent that realization of such benefits is more likely than not. Deferred tax 
assets and liabilities are measured using enacted tax rates expected to apply to taxable income in the years 
in which those temporary differences are expected to be recovered or settled. The effect of a change in tax 
rates on deferred tax assets and liabilities will be recognized in income in the period that includes the 
enactment date. 

In November 2015, the Financial Accounting Standards Board (FASB) issued Accounting Standards 
Update (ASU) 2015-17, Income Taxes (Topic 740). Under ASU 2015-17, both deferred tax liabilities and 
assets are required to be classified as noncurrent in a classified balance sheet. ASU 2015-17 will become 
effective for the Company for the year ending September 30, 2019 with early adoption permitted. 
Management does not intend to early adopt ASU 2015-17. The adoption of ASU 2015-17 will have no 
impact on the Company's consolidated results of operations. 

Fair Value Measurements 

The carrying value of the Company's financial instruments approximates fair value due to the relative 
sbort-tenn nature of these instruments. 

The Company uses a three-tier fair value hierarchy which prioritizes the inputs used in measuring fair 
value. These tiers include: Level 1, defined as observable inputs such as quoted market prices in active 
markets; Level 2, defined as inputs other than quoted prices in active markets that are either observable 
directly or indirectly through market corroboration, for substantially the full term of the financial 
instrument; and Level 3, defined as unobservable inputs in which little or no market data exists, therefore 
requiring an entity to develop its own assumptions. The Company has no financial instruments utilizing 
Level 2 or Level 3 inputs for measurement of fair value. 

Recent Accounting Pronoimcements 

In May 2014, FASB issued ASU 2014-09, Revenue from Contracts with Customers, which establishes a 
comprehensive revenue recognition standard for virtually all industries in U.S. GAAP, including those 
that previously followed industry-specific guidance. This ASU will become effective for the Company for 
the year ending September 30, 2019. The Company is currently evaluating the effect the provisions of 
ASU 2014-09 will have on the consolidated financial statements. 

In February 2016, FASB issued ASU No. 2016-02, Leases. The guidance in this ASU supersedes the 
leasing guidance in Topic 840, Leases. Under the new guidance, lessees are required to recognize lease 
assets and lease liabilities on the consolidated balance sheet for all leases with terms longer than twelve 
months. Leases will be classified as either finance or operating, with classification affecting the pattern of 
expense recognition in the consolidated statement of income. This ASU will become effective for the 
Company for the year ending September 30, 2020. A modified retrospective transition approach is 
required for lessees for capital and operating leases existing at, or entered into after, the beginning of the 
earliest comparative period presented in the financial statements, with certain practical expedients 
available. The Company is currently evaluating the effect the provisions of ASU 2016-02 will have on the 
consolidated financial statements. 
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Estimates 

The preparation of consolidated financial statements in conformity with accounting principles generally 
accepted in the United States of America requires management to make estimates and assumptions that 
affect amounts reported in the consolidated financial statements and accompanying notes. Accordingly, 
actual results could differ from those estimates. 

Subsequent Events 

The Company has evaluated subsequent events through the date of the auditors' report, 
December 21, 201 7, which is the date the accompanying consolidated financial statements were available 
to be issued. 

NOTE 2 -ACCOUNTS RECEIVABLE AND UNEARNED TUITION 

The following is a reconciliation of gross accounts receivable to earned accounts receivable and gross 
unearned tuition to unearned tuition as presented on the accompanying consolidated balance sheets as of 
September 30: 

2017 2016 

Gross accounts receivable $ 46,879,752 $ 32,930,749 
Less: Unearned tuition receivable p2,414,857) (23,385,491) 

Accounts receivable, earned tuition receivable 14,464,895 9,545,258 
Less: Allowance for doubtful accounts (5,483,014) (4,058,623) 

Net accounts receivable $ 8,981,881 $ 5,486,635 

Gross unearned tuition $ 35,406,326 $ 26,981,093 

Less: Unearned tuition receivable (32,414,857) (23 ,385,491) 

Unearned tuition $ 2,991,469 $ 3,595,602 

NOTE 3 - FURNITURE, EQUIPMENT AND IMPROVEMENTS 

Furniture, equipment and improvements consisted of the following as of September 30: 

2017 2016 

Furniture $ 812,695 $ 769,625 

Equipment 5,644,629 5,326,299 
Leasehold improvements 8,931,703 8,610,660 

15,389,027 14,706,584 

Less: accumulated depreciation and amortization (9,592,548) (8,305,313) 

5,796,479 6,401 ,271 

Construction-in-progress 87,820 

$ 5,884,299 $ 6,401,271 

Depreciation and amortization expense related to furniture, equipment and improvements for the years 
ended September 3 0, 2017 and 2016 was $1,388,230 and $1,609,384, respectively, and is included within 
depreciation and amortization ~xpense on the accompanying consolidated statements of income and 
retained earnings. 
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NOTE 4 - CAPITAL LEASE OBLIGATIONS 

The Company leases certain equipment under the terms of non-cancelable capital lease agreements 
maturing through October 2023. As of September 30, 2017, the cost of equipment acquired under the 
terms of the capital lease agreements was $1,253,432; the related accumulated amortization was 
$636,790. Amortization of assets under capital lease agreements is a component of depreciation and 
amortization expense. 

Future minimum payments under the capital lease agreements were as follows as of September 30, 2017: 

Year Ending 
September 30, 

2018 
2019 
2020 
2021 
2022 

Thereafter 

Future minimum lease payments 
Less: amount representing interest 

Present value of future minimum lease payments 
Less: current portion 

NOTE 5 - COMMITMENTS AND CONTINGENCIES 

Leases 

$ 279,244 
218,843 

140,920 
27,731 
27,731 
30,041 

724,510 
(75,021) 

649,489 
(244,158) 

$ 405,331 

The Company leases its operating facilities under the tenns of non-cancelable lease agreements which 
expire at various times through April 2029. The leases contain rent abatement periods, scheduled 
increases in base rent, tenant improvement allowances and require payment of certain operating expenses 
and real property taxes. In addition, certain of the Company's facility leases provide an option to renew 
for additional five year terms. Rent expense is recorded evenly over the terms of the leases. The 
difference between rent expense recorded and amounts paid is reflected as deferred rent on the 
accompanying consolidated balance sheets. 

Tenant improvement allowances are recorded, (a) as leasehold improvement assets and amortized over 
the shorter of their economic useful lives or the remaining lease term, and (b) as a deferred rent liability 
and amortized over the remaining lease term as a reduction ofrent expense. 

Deferred rent consisted of the following as of September 30: 

2017 2016 

Unammtized tenant improvement allowances $ 1,232,133 $ 1,338,504 
Straight-line rent expense in excess of payments 632,359 572,645 

Deferred rent $ 1,864,492 $ 1,911,149 
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The Company also leases certain equipment under the terms of non-cancelable operating leases which 
expire at various dates through July 2023 . 

Future minimum lease payments under the tenns of the agreements as of September 30, 2017, were as 
follows: 

Year Ending Facility Equipment 
September 30, Leases Leases Total 

2018 $ 1,513,703 $ 205,635 $ 1,719,338 
2019 1,552,351 95,093 1,647,444 
2020 1,564,643 29,291 1,593,934 
2021 1,292,257 22,335 1,314,592 
2022 1,183,017 13,891 1,196,908 

Thereafter 5,299,967 7,965 5,307,932 

$ 12,405,938 $ 374,210 $ 12,780,148 

Facility rent expense for the years ended September 30, 2017 and 2016, was approximately $1,434,000 
and $1,513,000, respectively, and is included within occupancy expense on the accompanying 
consolidated statements of income and retained earnings. 

Equipment rent expense for the years ended September 30, 2017 and 2016, was approximately $226,000 
and $165,000, respectively, and is included within occupancy expense on the accompanying consolidated 
statements of income and retained earnings. 

Purchase Commitments 

The Company has a minimum purchase commitment with a vendor that provides custom textbook and lab 
manuals. The contract remains in effect until minimum commitments are met. The minimum future 
commitment as of September 30, 2017, totaled approximately $472,000. Subsequent to 
September 30, 2017, the Company entered into an additional minimum purchase commitment with a 
different vendor that provides textbooks. The minimum future commitment under this agreement totals 
approximately $60,000. 

Contingencies 

The Company is involved in various claims and lawsuits arising in the ordinary course of its business; the 
majority of these claims and lawsuits are covered by the Company's insurance policies. In the opinion of 
management, the ultimate disposition of these matters will not have a material adverse effect upon the 
financial condition of the Company. 

11 



NOTE 6-INCOME TAXES 

The benefit (provision) for income taxes consisted of the following for the years ended September 30: 

2017 2016 

Current: 

State $ (375 ,690) $ (355,245) 
Federal (2,466,599) (2,089,532) 

(2,842,289) (2,444,777) 

Deferred: 

State 14,897 (128,798) 
Federal 47,662 (549,622) 

62,559 {678,420) 

$ (2,779,730) $ (3 ,123,197) 

The amount of income tax expense that would result from applying federal statutory rates to pretax 
income differs from the provision for income taxes due primarily to state income taxes and the timing of 
recognition of certain expenses for financial reporting and income tax reporting purposes. 

As of September 30, 2017 and 2016, deferred tax assets recognized for deductible temporary differences 
totaled $1,684,553 and $1 ,309,384, respectively. Deferred tax liabilities recognized for taxable temporary 
differences totaled $3 ,577,707 and $3,265,097, respectively. Deferred tax assets and liabilities relate to 
differences in the timing of recognizing various expenses for income tax purposes and financial reporting 
purposes and result primarily from the allowance for doubtful accounts, depreciation and goodwill. A 
valuation allowance is provided when it is more likely than not that some p01tion of the deferred tax asset 
will not be realized. Management believes that the Company's deferred tax assets will be fully-realized 
through the generation of future taxable income. 

NOTE 7 - RELATED PARTY TRANSACTIONS 

The Company guarantees a loan of the Ultimate Parent with an outstanding balance of $9,432,521 and 
$10,000,000 as of September 30, 2017 and 2016, respectively. The loan matures in July 2020. The 
common stock of the Company is part of the collateral on this loan. 

NOTE 8-40l(k) RETIREMENT PLAN 

The Ultimate Parent maintains a 40 I (k) retirement plan (the Plan) covering substantially all employees of 
the Company. The Plan provides for employer matching contributions based on a 100% match of the first 
3% of eligible compensation each employee contributes to the Plan, and up to 50% of the next 2% of 
eligible compensation contributed to the Plan. Company matching contributions are fully vested at all 
times. Company contributions for the years ended September 30, 2017 and 2016 were approximately 
$360,000 and $354,000, respectively. 

NOTE 9-REGULATORY MATTERS 

The Company is subject to extensive regulation by federal and state governmental agenci es and 
accrediting bodies. In particular, the Higher Education Act (the Act) and the regulations promulgated 
thereunder by the U.S. Department of Education (ED) subject the Company to significant regulatory 
scrutiny on the basis of numerous standards that schools must satisfy in order to participate in the various 
federal student financial assistance programs under Title IV of the Act. These standards include, among 
others, fina1kial responsibility, student default rates, and the "90/1 O" rule. Ineligibility to participate in the 
Title IV programs would have a material adverse effect on the Company's enrollments, revenue and 
results of operations . 
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Institutions participating in Title IV programs are required by ED to demonstrate financial responsibility. 
ED determines an institution's financial responsibility through the calculation of a composite score based 
upon certain financial ratios as defined in regulations. Institutions receiving a composite score of 1.5 or 
greater are considered fully financially responsible. Institutions receiving a composite score between 
1.0 and 1.4 are subject to additional monitoring. Institutions receiving a composite score below 1.0 are 
required to submit financial guarantees in order to continue participation in the Title IV programs. As of 
and for the years ended September 30, 2017 and 2016, the Company's composite score was 2.7 and 2.1, 
respectively. 

For each federal fiscal year, ED calculates a rate of student defaults for each educational institution 
known as a "coh01t default rate". Under certain defined circumstances, an institution may lose its 
eligibility to participate in some or all Title IV programs. As of September 30, 2017 and 2016, 
management believes that the Company was in compliance with ED's requirements concerning cohort 
default rates. 

Substantial portions of the Company' s revenue and collection of accounts receivable are dependent upon 
its continued participation in the Title IV programs of the Act. To continue to participate in the Title IV 
programs, the Company must comply with certain regulations of ED. ED regulations restrict the 
proportion of cash receipts for tuition and fees from eligible programs to not more than 90 percent from 
the Title IV probrrams. The failure of an institution to meet the 90 percent limitation could result in the 
loss of an institution' s ability to participate in Title IV programs. For the years ended 
September 30, 2017 and 2016, the Company was in compliance with the 90/10 rule. ED requires an 
institution to provide additional disclosures with respect to the 90/10 rule, which are included in the 
accompanying supplementary information beginning on page 14. 

As a result of operating in a highly regulated industry, the Company may be subject from time to time to 
audits, investigations, claims of noncompliance or lawsuits by governmental agencies, regulatory bodies, 
or other third parties. While there can be no assurance that such matters will not occur and if they do 
occur will not have a material adverse effect on the Company's business, results of operations or financial 
condition, management believes that the Company has complied with all regulatory requirements. 

On October 30, 2014, ED released its final rule concerning gainful employment which was formally 
published in the Federal Register October 31, 2014 and became effective July 1, 2015. The final rule 
applies to all gainful employment programs, which include all non-degree programs at public and private 
non-profit institutions, and all programs offered at for-profit institutions. The final rule assesses continued 
eligibility of gainful employment programs by their performance against specific defined debt-to-eamings 
measures. Gainful employment programs that fail in two out of any three consecutive years or are in the 
zone for four consecutive years will be ineligible. In addition, institutions are required to certify that each 
of their gainful employment programs meet state and federal licensure, certification, and accreditation 
requirements, as well as make public disclosures regarding performance and outcomes of their gainful 
employment programs, such as costs, earnings, debt and completion rates. In January 2017, ED released 
its final debt-to-earnings rates and underlying data applicable for the first measurement year. The 
Company had no programs that were determined to fail or be in the zone. 

NOTE 10 - CONCENTRATION OF CREDIT FJSK 

At September 3 0, 2017 and 2016, the Company maintained cash balances with a bank in excess of the 
federally insured amount. 
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TULSA WELDING SCHOOL, INC. AND SUBSIDIARIES 
Supplementary Information 

(Information Required by the U.S. Department of Education) 
September 30, 2017 and 2016 

Institution's Calculation of 90/10 Revenue Test 

Tulsa Welding School, Inc. and Subsidiaries (colJectively, the Institution) derives a significant portion of 
its revenues from Student Financial Aid (SF A) received by its students under the Title IV programs 
administered by the U.S. Department of Education pursuant to the Higher Education Act of 1965, as 
amended (HEA). To continue to participate in the SF A programs the Institution must comply with the 
regulations promulgated under BEA. The regulations restrict the proportion of cash receipts for tuition 
and foes from eligible programs to not more than 90 percent from the Title IV programs. In July 2008, 
modifications to the regulations were made to allow for the inc.Jusion of funds received for certain 
qualifying non-Title IV programs. In addition, the modifications included provisions for institutions that 
do not comply with the 90 percent rule for a single fiscal year, whereby such institutions would be placed 
on provisional certification status for a period of two years. Institutions that do not comply with the 90 
percent rule for two consecutive fiscal years are subject to the loss of their ability to participate in the 
SF A programs. 

For the years ended September 30, 2017 and 2016, the Institution's 90/10 revenue test percentages were 
computed as detailed on the following pages: 
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For the year ended September 30, 2017 

Tulsa Welding School, Inc. The Refrigeration School, Inc. 

Revenue by Fund Source OPE ID No. 00961800 OPElDNo. 01168900 
Amount Adjusted Amount Adjusted 
Disbursed Amount Disbursed Amount 

Adjusted Student Tide JV Revenue 

Subsidized Loan $ 7,461,566 $ 7,461,566 $ 2,080,089 $ 2,080,089 

Unsubsidized Loan 10,534,265 10,534,265 2,744,221 2,744,221 

Federal Pell Or11nt 9,873,585 9,873,585 2,656,214 2,656,214 

FSEOG (subject to matching reduction) 71,488 53,616 40,648 30,486 

federal Work Study applied to tuition and fees (subject to matching 
reduction) 

Federal Direct PLUS Loan 8,872,256 8,872,256 364,755 364,755 

All Other Title IV Loans and Grants 

Student Title IV Revenue $ 36,813,160 $ 36,795,288 $ 7,885,927 $ 7,875,765 

Revenue Adjustment: 
Jfthe amount of funds applied first plus Student Title IV revenue is 
more than tuition and fees, then reduce Title IV revenue by the 
amount over tuition and fees. (1,829,964) (157,331) 

Title IV funds returned for a student under 34 C.F.R § 668.22 
(withdrawal), reduce Student Title IV Revenue (2,446,984) (544,258) 

Adjusted Student Title JV Revenue $ 32,518,340 $ 7,174,176 

Student Non-Title IV Revenue 
Grant funds for the student from non-Federal public agencies or 
private soun.:es independent of the institution $ $ 

Funds provided for the student under a contractual arrangement witl.1 
a Federal, State, or local government agency for the purpose of 
providing job training to low income individuals 412,964 230,045 

Funds used by a student from savings plans for educational expenses 
established by, or on behalfof, lhe student that qualify for special tax 
treatment under the Internal Revenue Code 

Institutional scholaJShips disburse-d to the student 

Student payments on current charges 10,600,630 2,227,512 

Student Non-Title IV Revenue $ 11,013,594 $ 2,457,557 

Revenue from Other Sources (Totals for the Fiscal \'car) 

Activities conducted by the institution that are necessary for 
education and training $ 

Funds paid by a student, or on behalf of a student, by a party other 
than the school for an education or training program that is not 
eligible 

Allowable student payments plus allowable amounts from account 
receivable or institutional loan sales minus any required paymenL~ 
under a recourse agreement 

Revenue from Other Sources $ $ 

Adjusted Title JV Revenue $ 32,51 8,340 $ 7,174,1 76 

Adjusted Title JV Revenue+ Adjusted Student Non-Title IV Revenue $ 43,531 ,934 $ 9,631,733 
+ Total Revenue from other sources 

74.70"/o 74.48% 
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For the year ended September 3 0, 20 I 6 

Tulsa Welding School, Inc. The Refrigeration School, Inc. 

Revenue by J?und Source OPE ID No. 00961800 OPE ID No. 01168900 

Amount Adjusted Amount Adjusted 
Disbursed Amount Disbursed Amount 

Adjusted Student Tide JV Revenue 

Subsidized Loan $ 7,501 ,503 $ 7,50L503 $ 2,132,261 $ 2,132,261 

Unsubsidized Loan 10,418,645 I 0,418,645 2,587,442 2,587,442 

Federal Pell Grant 10,372,446 10,372,446 2,601 ,439 2,601 ,439 

FSEOG (subject to matching reduction) 87,359 65,519 37,783 28,337 

Federal Work Study applied to tuition and fees (subject to matching 
reduction) 

Federal Direct PLUS Loan 8,564,670 8,564,670 319,825 319,825 

All Other Title JV Loans and Grants 

Student Title JV Revenue $ 36,944,623 $ 36,922,783 $ 7,678,750 $ 7,669,304 

Revenue Adjustment: 
If the amount of funds applied first plus Student Title IV revenue is 
more than tuition and fees, then reduce Title JV revenue by the 
amount over tuition and fees. (1,781,973) (133,937) 

Adjusted Student Title IV Revenue $ 35,140,81 0 $ 7,535,367 

Student Non-Title IV Revenue 

Gram funds for the student from non-Federal public agencies or 
private sources independent of the institution $ $ 

Funds provided for the student under a contractual arrangement with 
a Federal, State, or local government agency for the purpose of 
providing job training lo low income individuals 371 ,535 184,010 

Funds used by a student from savings plans for educational expenses 
established by, or on behalf of, the student that qualify for special tax 
treatment under the Internal Revenue Code 

Institutional scholarships disbursed to the student 

Student Payments L0,315,840 2,128,985 

Student Non-Title IV Revenue $ 10,687,375 $ 2,312,995 

Revenue from Other Sources (Totals for the Fiscal Year) 

Activities conducted by the institution that are necessary for 
education and training $ $ 

Funds paid lo the institution by, or on behalf of, students for 
education and training in qualified non-Title IV eligible programs 

Revenue from Other Sources $ $ 

Adjusted Title IV Revenue $ 35,140,810 $ 7,535,367 

Adjusted Title JV Revenue+ Adjusted Student Non-Title IV Revenue $ 45,828,185 $ 9,848,362 
+ Total Revenue from other sources 

76.68% 76.51% 
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Related Party Transactions 

The Institution participates in Student Financial Aid (SF A) under the Title IV programs administered by 
the U.S. Department of Education pursuant to the Higher Education Act of 1965, as amended (HEA). 
The Institution must comply with the regulations promulgated under HEA. Those regulations require that 
all related party transactions be disclosed, regardless of their materiality to the consolidated financial 
statements. 

Organization and Basis of Presentation 

Tulsa Welding School, Inc. is incorporated in the state of Oklahoma as a taxable corporation and owns 
100% of Tulsa Welding School/Jacksonville Campus, Inc.; 100% of the Refrigeration School, Inc.; 100% 
of Tulsa Welding School/Houston Campus, Inc.; and 100% of Tulsa Welding School/Phoenix Campus, 
Inc. (collectively, the Institution). The Institution is a wholly owned subsidiary of T.H.E., Inc. (the 
Parent), which is a wholly owned subsidiary ofTWS Acquisition Corporation (the Ultimate Parent). 

The Institution has locations in Tulsa, Oklahoma, Jacksonville, Florida and Houston, Texas that provide 
proprietary, post-secondary education with instruction in pipe, pipeline and aircraft welding, and 
nondestructive weld testing through structured instructional programs. The Institution's locations in 
Phoenix, Arizona and Jacksonville provide programs in heating and air conditioning, refrigeration, as well 
as solar and electrical technologies. 

TI1e accompanying consolidated financial statements include only the accounts of the Institutio11. All 
intercompany amounts have been eliminated in consolidation. 

Loan Guarantees 

The Institution guarantees a loan of the Ultimate Parent with an outstanding balance of $9,432,521 and 
$10,000,000 as of September 30, 2017 and 2016, respectively. The loan matures in July 2020. The 
common stock of the Institution is part of the collateral on this loan. 

This information is required by the U.S. Department of Education and is presented for purposes of 
additional analysis and is not a required part of the consolidated financial statements. 
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ALlVIICI-1 & ASSOCIATES 
AN ACCOU NTANCY CORPORATION 

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON 
INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN 
AUDIT OF CONSOLIDATED FINANCIAL STATEMENTS PERFORMED 

IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

To the Board of Directors and Stockholder of 
Tulsa Welding School, Inc.: 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing Standards 
issued by the Comptroller General of the United States, the consolidated financial statements of Tulsa 
Welding School, Inc, and Subsidiaries (collectively, the Company) which comprise the consolidated 
balance sheets as of September 30, 2017 and 2016, and the related consolidated statements of income and 
retained earnings and cash flows for the years then ended, and the related notes to the consolidated 
financial statements, and have issued our repo1i thereon dated December 21 , 2017. 

Internal Control Over Financial Reporting 

In planning and performing our audits of the consolidated financial statements, we considered the 
Company's internal control over financial reporting (internal control) to determine the audit procedures 
that are appropriate in the circumstances for the purpose of expressing our opinion on the consolidated 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
Company's internal control. Accordingly, we do not express an opinion on the effectiveness of the 
Company's internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement 
of the entity's consolidated financial statements will not be prevented, or detected and corrected on a 
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control 
that is less severe than a material weakness, yet important enough to merit attention by those charged with 
governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies. Given these limitations, during our audits we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses 
may exist that have not been identified. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether Tulsa Welding School, Inc, and Subsidiaries' 
financial statements are free from material misstatement, we performed tests of its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements, non-compliance with which could 
have a direct and material effect on the determination of financial statement amounts. Such tests included 
compliance tests as set forth in the Guide for Audits of Proprietary Schools and for Compliance 
Attestation Engagements of Third-Party Servicers Administering Title IV Programs, used by the US. 
Department of Education, Office of Inspector General (the Guide) including those relating to related 
parties and percentage of revenue derived from Title IV programs. However, providing an opinion on 
compliance with those provisions was not an objective of our audit, and accordingly, we do not express 
such an opinion. The results of our tests disclosed no instances of non-compliance that are required to be 
reported under Government Auditing Standards or the Guide. 

Purpose of this Report 

The purpose of this report is solely to describe the scope of our testing of internal control and compliance 
and the results of that testing, and not to provide an opinion on the effectiveness of the entity's internal 
control or on compliance. This report is an integral part of an audit performed in accordance with 
Government Auditing Standards in considering the entity's internal control and compliance. 
Accordingly, this communication is not suitable for any other purpose. 

~~~ 
Lake Forest, California 
December 21, 2017 
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A .. l\1ICI-I & ASSOCIATES 
AN ACCOUNTANCY CORPORATION 

INDEPENDENT AUDITORS' REPORT ON CONSOLIDATING INFORMATION 

To the Board of Directors and Stockholder of 
Tulsa Welding School, Inc.: 

We have audited the consolidated financial statements of Tulsa Welding School, Inc. and Subsidiaries as 
of and for the years ended September 30, 2017 and 2016, and our report thereon dated 
December 21, 2017, which expressed an unmodified opinion on those consolidated financial statements, 
appears on pages l and 2. Our audit was conducted for the purpose of forming an opinion on the 
consolidated financial statements taken as a whole. The consolidating information in Supplemental 
Schedules I, II, III, and IV is presented for purposes of additional analysis of the consolidated financial 
statements rather than to present the financial position and results of operations of the individual 
companies, and it is not a required part of the consolidated financial statements. Such information is the 
responsibility of management and was derived from and relates directly to the underlying accounting and 
other records used to prepare the consolidated financial statements. The consolidating information has 
been subjected to the auditing procedures applied in the audit of the consolidated financial statements and 
certain additional procedures, including comparing and reconciling such information directly to the 
underlying accounting and other records used to prepare the consolidated financial statements or to the 
consolidated financial statements themselves, and other additional procedures in accordance with auditing 
standards generally accepted in the United States of America. In our opinion, the consolidating 
information is fairly stated in all material respects in relation to the consolidated financial statements as a 
whole. 

Lake Forest, California 
December 21 , 2017 
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Current assets· 

Cash $ 

Current portion ofaccoums recei\/nble. net 

Income taxes receivable 

Inventory 

Prepaid expenses and other 

De[erred income t:utes 

Tomi current asset'i 

Investment in subsidiaries 

Due ftorn ;-;ffiliatcs , net 

Defened income t:i.'Ces 

Accounts receivable, net of current portion 

Furniture, ~uipment and improvement!, net 

Curriculum ao.d trademark assets. net 

Deposits 

Goodvi'ill 

$ 

Current haJilities: 

Acco1ints payable $ 

Accrued expenses 

Unearned tuition 

Cur;ent portion of defecred rent 

Cur,~nt portion of capital lca:ie obligations 

Total current habihhes 

Due to affiliates, net 

Defened rent, net of current portion 

Capital le11f.e obligations, net of current portion 

Deferred income tax• 

Total liabilities 

Stockholder'~ equity: 

Common stock, $1 ,,ar value, 1.000 sha res 

authorizeci, I 00 shares issued uncJ ou1st.anding 

Additional paid-in capitlll 

Retained earnings (accumulated deficit) 

Totlll stockholder's equity 

$ 

TULSA WELDING SCHOOL, INC. AND SUBSIDIARIES 
Supplemental Schedule I - Consolidating Balance Sheet 

Tulsa Welding 

School Inc-. 

3,832,226 

1.705,896 

14,632 

36,722 

153,012 

318,994 

6.l I 1,482 

IOI 

101,293 

51 4,626 

2.235 

6,729,737 

367,980 

222,737 

816,322 

42,574 

1,449,613 

43,428,3()0 

4,800 

63, 121 

133,214 

45,079,048 

JOI 

2,274.999 

(40,624,411) 

(38,349,111) 

6,729,737 

September 30, 2017 

Asseu 

Tulsa Welding · Tuba Welding 

School/Jacksonville Refri~eration SchooL'Ilouston 

Cameusl Inc. Schoo l. Inc Cam(!US1 Jnc. 

5 197.651 s 207.861 $ (132.63 8) 

J.224.918 1,357,458 2,230.235 

1,060 

79.955 128,096 98.981 

188,008 132,028 1114,026 

275,878 JOR,958 3f>6,B6 

3.967,470 J.934,401 2,747,140 

17,295,664 t 2.()62,255 14.ll l,883 

45,498 

)32,784 57,767 171,530 

J,232,501 346,632 3,790,540 

4,672 4,533 

55,160 54.000 63,091 

13,759.582 

S 22,733,749 -----= $ 28.219,170 s 20,884.184 

Liabilities and Stockholder'• Equity 

$ 283,827 $ 125,112 s 342.649 

241,649 125,953 182,708 

861,215 341,486 972,446 

106,37 1 

44.485 7,(Y}9 150,000 

1.431,176 599,660 1,754,174 

31 2,740 1,440.58 1 

69,593 272.617 

2,518,229 357,575 

1,813 509 3 ,117,889 3,824,947 

I 

14.224,671 

20,920,239 l0,876,6 10 17,059,237 

20,920240 25,101.281 17,059,237 

s 22,733,749 $ 28 219,170 s 20,884,184 

See notes to consolidated financial statements 
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Tulsa Welding 

School/Phoenix 

Came!!!i:lnc. 

s 

s 

s 

41,502 

41,502 

(41,502) 

!41,502) 

s 

Eliminating 

Entries Consolidated 

$ $ 4,105.100 

8,518,507 

15,692 

393,754 

657.074 

1,070,366 

14,760,493 

(!OJ ) 

(43 ,469,802) 

(45,498) 

463,374 

5,884,299 

9,205 

J 74,486 

13,759,582 

$ (•13.515,401) __!____________051.439 

s $ 1,119,568 

773.057 

2,991.469 

106,371 

244,158 

5,234,623 

(43,469,802) 

1,758, 12 1 

405,331 

!45,498! 2,963,520 

(43,515,300! 10,361,595 

(2) 100 

(99) 16,499,571 

8,J90, l i3 

(101) 24,689,841 

s !43,515.401) ~ OS l , 43 9 



TULSA WELDING SCHOOL, INC. AND SUBSIDIARIES 
Supplemental Schedule II - Consolidating Statement or Income and Retained Earnings 

Tulsa Welding 

Schooi Inc. 

Revenues: 

Tuition and fees $ 15.786.)28 

Other income 217,686 

Total revenues 16,003,8 14 

Costs a11d expenses: 

Education 4,375,270 

Marketing 4,092,792 

Occupancy 573,433 

General and administrative 5,321,074 

Depreciation and amorti:z.,tion 324,723 

Tottil costs and expenses 14,687.292 

Income (loss) from operntions 1.Jl6,522 

lnterest expense (10,602) 

Income (loss) before income taxes 1,305,920 

Benefit {provision) for income taxes (524,404) 

Net income (Joss) 781,516 

Retained earnings (accumulated deficit), 

beginning of year (33 ,149,897) 

Distributions to pnrcnl (8,256,030) 

Retained earnings (accumulated deficit), 

end ofyenr $ _(4_0,624.~_1_12 

For the Year Ended September 30, 2017 

Tulsa Welding Tuba Welding 

School/Jacksonville Refrigeration School/Houston 

Cameos. lnc. School, Jnc. Campus, lnc. 

$ 18,320,768 $ 10,592,629 $ 18,538,878 

229,441 41,769 197,946 

18, 550,209 _ I0,634,398 18,736,824 

4.372.608 2.264,0 10 4,524, 182 

5,078.459 2,191 .747 3,951,545 

1,040,373 548,068 l,J25 ,350 

6, l02,850 3,022.000 6,279,385 

366,498 14~.369 556, 108 

16,960,788 8,175, 194 16.636,570 

1,589,421 2,459,204 2,100,254 

(11 ,827) (67) (26,506) 

1,577.594 2,459, IJ7 2,073,748 

(596,096) (905,051) (769,659) 

98 1,498 1,554,086 1,304,089 

17.078,876 11 ,021,662 9.7M.291 

2,859,865 (1 ,699,1)8) 5,970,857 

$ _2(),920,239 s 10_,!76,6 10 _ $ 17,059,237 

See notes to consolidated financial statements 
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Tut~a Welding 

School/Phoenix Eliminating 

______f!_fl!~S, lnc. EntTies 

42,423 

42.42) 

(42,423) 

(42,423) 

15,480 

(26,943) 

(14,559) 

$ -- (41 ,502) 

Consolidalcd 

63,238,403 

686,842 

63,925,245 

15,536,070 

15,314,543 

3,529,647 

20,725,309 

1,396,698 

56,502,267 

7,422,978 

(49,002) 

7,373,976 

(2,779,730) 

4 ,594,246 

4,734,932 

(1,139,005) 

8,190,173 



TULSA WELDING SCHOOL, INC. AND SUBS ID IA RIES 
Supplemental Schedule III - Consolidating Balance Sheet 

September 30, 2016 

Assets 

Tulsa Welding Tulsa Welding 

Tulsa Welding SchooVJackson1,ille Refrigeration School/Hou.i;ton Eliminating 

School, Inc. Cam~lnc. School, Inc. CamEus
1 

Inc. F.ntries Consolidated 

Current uscts· 

Cash $ 3,668,863 $ 156,640 $ 535,223 $ (101,582) s $ 4,259,144 

Current portion of accounts receivable, net 1,283,041 1,836,596 930,648 1,069,655 5,119.940 

Income taxes receivable 68,697 (1,674) 67,023 

Inventory 115,984 95,847 161,177 156,083 529,091 

Prepaid expenses and other 130,349 152,397 87.768 154.914 525,428 

Deferred income taxes 268,054 181 ,911 84.295 2 15.720 749,980 

Total curre.nt assets 5,534,988 2,423,391 1,799,lll 1,494,790 (1,674) 11,250,606 

Investment in subsidiaries IOI (IOI) 

Due from affiliates, net 15,107,572 12,021,429 8,3 18,445 (35,447,446) 

Deferred income taxes 43,000 (43 ,000) 

Ac.counts receivable. net of current porti(ln 95,857 130,029 37,714 103,095 366,695 

Furniture, eqi...-ipment and improvements, net 608,017 I,J31 ,545 3S2,900 4,108,809 6,401,271 

Curriculum wets. net 12,683 12,683 

Deposits 2,235 55,160 54,000 61 ,383 1'72,778 

Goodwin 13,759,582 13,759,582 

$ 6,241.198 ~ 19, 103,380 s 28,024.736 $_ 14,086,522 s ____ill.i92 ,221) ~- ____]_l._96) ,615 

Liabilities and Stockholder's Equity 
Current liabi.liti1'5: 

Accounta payable s I 74,586 ~ 290,253 s 100,909 $ 241,863 s $ 807,611 

Accrued expenses 204,340 297,292 84,046 205,709 791,387 

Income taxes payable 1,674 - (1,674) 

Unearned luhion 985,875 961,474 380,344 1,267,909 3,595,602 

Current portion of deferred rent 106,371 106,371 

Current portion of capital lease obligation., 50,384 48,710 11,346 159,246 269,686 

Total t-t•rrenl liabilities 1,415, 185 1,599,403 576,645 1,981,093 (1,674) 5,570,657 

Due to affiliates, net 35,447,446 (35,447,446) 

Deferred rent, net of current portion 311,022 1,493,756 1,804,778 

Capital lease obligations, net of c.urrent portion 105,695 114,078 1,09') 421,012 647,884 

Deferred income taxes 147,669 2.194,659 406,365 (43,000) 2,705,693 

Total liabilities 37, 115,995 2,024,503 2,778,403 4,302,231 (35,492.120) -- 10,729,012 

.Stockholdet's equity: 

Common stock, SI por value., 1,000 shares 

authorized, I 00 shares issued and outstandin,K 101 I (2) 100 

Additional paid-in capital 2,274.999 14,224,671 (99) 16,499,571 

Retairn:d earnings (accumulatl!d deficit) (33 ,149,897) 17,078,876 11,021,662 9,784,291 4,734,932 

Total stockholder's equity iJ0,874,797) 17,fll8,877 25,246,333 9,784,291 (101) 21,234,603 

$ 6,241,198 $ 19 103,330 -~ 28,024,736 s 14,086,522 s (35,492,221) s ll,96J,1il5 

See notes to consolidated financial statements 
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TULSA WELDING SCHOOL, INC. AND SUBSIDIARIES 
Supplemental Schedule IV - Consolidating Statement of Income and Retained Earnings 

Revenues: 

Tuition and fees $ 

Other income 

To1nl revenues 

Co51s and expenses: 

Education 

i\-Iarkeling 

Occupancy 

General and administrative 

Depreciation i\00 amortization 

Tora) costs and expenses 

Income from operations 

Interest expense 

Income before income tax.es: 

Provision for income taxes 

Net income 

Retained earnings (accumulated deficit), 

beginning of year 

Distributions to parent 

Retained earnings (accumulated deficit), 
end of year $ 

For the Year Ended September 30, 2016 

Tulsa Welding Tulsa Welding 

Tulsa Welding SchooVJacksonville Refiigeration School/Houston 

School, Inc. Campus, lnc. School, Inc. Campus, Inc. 

17.872,970 s 18,408,532 $ I0,466,890 $ 14,569,075 

206.025 187,139 39,318 102,356 

18,078,995 18,595,671 10,506.208 14,671,43 l 

4,788,825 4,46l,J74 2,177,724 3,708,089 

3,835.5 IO 4,796,296 2,23 1,636 3.060,665 

682,182 1,058,3 14 576,971 1.276.987 

6,064,220 5,740,184 2,954,789 4,583.430 

636,257 ]37,%6 146,844 496,327 

16,006,994 16,396,134 3,087,964 13, 125,498 

2,072,00 1 2.199.537 2,418,244 1,545,933 

(14,725) (14,97 1) (41 ) (24,2791 

2,057,276 2,184,566 2,41 8.20] l.521,654 

(849,SJ I) (82 1,028) (885,267) (567,071) 

1,207,445 1,363,538 1,532,936 954,583 

(23,llJ,115) 13,055,4 12 10,977,072 3,964,006 

(11,244,227) 2,659,926 (1,488,346) 4,865,702 

QJ, 149,897) $ 17,078,876 _$_ l 1,021,662 s 9,784,291 

See notes to consolidated financial statements 
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Eliminating 
Entries 

$ 

$ 

Consolidated 

s 61,3 17,467 

53•1,838 

61,852,305 

15,138,012 

13,924,107 

3,594,454 

19.)42,623 

1,617,394 

53,6 16,590 

8,235,715 

(54,016) 

8, 18 1,699 

(3,123, 197) 

5,058,502 

4,883,375 

(5 ,206.945) 

$ 4,734,932 


