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STRAYER EDUCATION, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(AMOUNTS IN THOUSANDS, EXCEPT PER SHARE DATA)

ASSETS
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Decenber 31,

1996
Current Assets:
(Unaudi t ed)
Cash and cash equival ents $11, 777
Mar ket abl e securities
avail able for sale, at narket 5, 057
Short-terminvestnents -
restricted 807
Tuition receivable, net of
al | owances for doubtfu
accounts 8, 923
| nvent ori es 923
O her current assets 309
Total current assets 27, 796
St udent | oans receivable, net of
al | onances for | osses 2,799
Property and equi pnent, net 7,063
Investnments in narketable securities
avail able for sale, at market 10, 070
O her assets 94
Total assets $47, 822

LI ABI LI TIES AND STOCKHOLDERS' EQUI TY

Current Liabilities:
Trade account payable $ 332
Accrued expenses 710

I ncome taxes payable --

Unearned tuition 11, 150
G her current liabilities 30
Total current
liabilities 12, 222
Deferred i ncome taxes 189
Total liabilities 12, 411
St ockhol ders' equity:
Common Stock - Par val ue
$.01; 20, 000, 000 shares
aut hori zed; 9, 450, 000 shares
i ssued and out st andi ng 95

Addi ti o™ ", umaapi 200p.  EDGAR Online, 31192

Ret ai ned ear ni ngs 3, 893

95
31,192

7,484



The accompanying notes are anintegral part of these consolidated financial statements.
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STRAYER EDUCATION, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF INCOME

(AMOUNTS IN THOUSANDS, EXCEPT PER SHARE DATA)
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For the three
nont hs
ended March 31,

1996 1997
Revenues
Tuition $11, 570
$13, 263
Fees and ot her 431
510
12, 001
13,773
Costs and Expenses:
Instruction and educational support 4,577
4,563
Selling and pronotion 974
1, 218
Ceneral and adm ni stration 1, 822
1, 586
7,373
7,367
I ncome from operations 4,628
6, 406
I nvest mrent and ot her incone 108
514
I ncone before incone taxes 4,736
6, 920
Provi sion for incone taxes:
Current - -
2,723
Def err ed --
15
2,738
________ peres e SO irsssn 2002, EDGAR Online. I nc.
Net i ncome $ 4,736 $



The accompanying notes are anintegral part of these consolidated financial statements.
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STRAYER EDUCATION, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTSOF CASH FLOW
(AMOUNTS IN THOUSANDS)

For the three nonths ended March 31,

1996 1997
Cash flow from operating activities
Net i ncome $ 4,736 $ 4,182
Adj ustnents to reconcile net incone to
net cash provided by activities:
Deferred tax expense -- 15
Depreciation and anorti zation 195 266
Provi sion for student |oan |osses 31 31
Changes in assets and liabilities
Short-terminvestnments - restricted (58) (23)
Tui tion receivabl e, net 12 (577)
I nventories 7 127
O her current assets 30 80
Trade accounts payabl e 243 301
Accrued expenses 169 (455)
I ncone taxes payabl e -- 2,723
Unearned tuition (81) 139
O her current liabilities 174 220
Student | oans originated or acquired (795) (1, 200)
Col | ections on student |oans receivable 322 582
Proceeds from sale of |oans 212 --
Net cash provided by operating activities 5,197 6,411
Cash flows frominvesting activities:
Purchases of property and equi pnent (188) (376)
Purchases of narketable securities (1, 313) (2,186)
Maturities of marketable securities 825 585
Net cash used in investing activities (676) (1,977)
Cash flows from financing activities:
Distributions to stockhol ders (1, 608) --
Di vi dends pai d -- (591)
Net cash used in financing activities (1, 608) (591)
Net increase in cash 2,913 3,843
Cash and cash equival ents - begi nning of period 8, 992 11,777
Cash and cash equivalents - end of period $11, 905 $15, 620
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The accompanying notes are anintegral part of these consolidated financial statements.
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STRAYER EDUCATION, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
INFORMATION ASOF MARCH 31, 1996 AND 1997 1S UNAUDITED.

1. ORGANIZATION AND BASIS OF PRESENTATION

Strayer Education, Inc. (the Company) was formed on May 10, 1996, as a Maryland corporation, and was capitalized on May 15, 1996 with
cash of $1,000. The Company commenced operations on July 25, 1996.

On July 30, 1996 the Company completed an initial public offering (the "Offering") of its common stock. The Company sold 3,450,000 shares
inthe Offering at a price of $10 per share. Net proceeds to the Company were $31,313,000. Prior to the closing of the Offering, the Company
exchanged 5,999,000 shares of its common stock for 100% of the outstanding common stock of Strayer College, Inc. (the College).
Approximately $19,838,000 of the net proceeds of the Offering were paid to the stockholders of the College as a distribution of earnings on
which the stockholders had previously paid income taxes during the period the College was an S Corporation.

Contemporaneously with the closing of theinitial public offering, the Company acquired Education Loan Processing, Inc. (ELP) at a purchase
price of $1,060,000, ELP's net book value. EL P was incorporated in December 1994 and began operations in January 1995. EL P was wholly
owned by a stockholder of the Company.

Under generally accepted accounting principles, the College's and ELP's basesin their assets and liabilitieswere carried over to the Company
and the operations of the College, ELP and the Company wereretroactively combined in a manner similar to a pooling of interest, because
these acquisitions were combinations of entities under common control. All significant intercompany accounts and transactions have been
eliminated.

Consistent with the financial statementsincluded in the Company's prospectus and the reorganization of the Company in connection withthe
completion of the public offering, the 1996 financial statements are presented on a combined basis and the 1997 financial statementsare
presented on a consolidated basis. The accompanying 1997 financia statements includethe accounts of the Company, the College and ELP,
collectively referred to herein asthe "Company or Companies.”

The results of operations for thethree monthsended March 31, 1996 and 1997 are not necessarily indicative of the resultsto be expected for
the full fiscal year. All information as of March 31, 1997, and for thethree month periods ended March 31, 1996 and 1997 is unaudited but, in
the opinion of management, containsall adjustments, consisting only of normal recurring adjustments, necessary to present fairly the condensed
consolidated financial position, results of operations and cash flows of the Companies.

Certain information and footnote disclosuresnormally includedin financia statements prepared in accordance with generally accepted

accounting principles have been condensed or omitted. It is suggested that these condensed consolidated financial statementsberead in
conjunction withthe financia statements and notes thereto included in the Company's December 31, 1996 Annua Report.

2. NATURE OF OPERATIONS

The College isaregional proprietary accredited institution of higher education that provides undergraduate and graduate degrees in various
fields of study through itsnine campuses in the District of Columbia, Virginiaand Maryland.

6
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STRAYER EDUCATION, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
INFORMATION ASOF MARCH 31, 1996 AND 1997 ISUNAUDITED

ELPisafinance company that purchases and services student loans, principally for the College. For purposes of the consolidated balance
sheets, all of ELP'sassets and liabilities have been classified as current assetsand liabilities with the exception of student loans receivable,
which have been classified as noncurrent to be consistent with industry practice.

3. INCOME TAXES

For the quarter ended March 31, 1996, the financial statements of the Companies do not include a provision for income taxes because the
taxable income of the College and EL P was included in theincome tax returns of the stockholders under the S Corporation elections.

In connection with theformation of Strayer Education, Inc., theinitial public offering of the Company's common stock and the acquisition of
the College and ELP by Strayer Education, Inc., effective July 25, 1996, the College and EL P are no longer treated as S Corporations for tax
purposes. The Companies now provide for deferred income taxes based on temporary differences between financial statement and tax bases of
assets and liabilities using enacted tax ratesin effect in the year in which the differences are expected to reverse.

4. INCOME PER SHARE

Pro forma 1996 weighted average shares outstanding reflect the acquisition of the College by the Company in exchange for 5,999,000 shares of
common stock, as if it had occurred on January 1, 1996. Subsequent to the closing of the initial public offering, the Company made a
distribution to the stockholders of the College in respect of earnings previously subject to income tax during the College's period asan S
Corporation (the"S Corp. Distribution™). Asaresult, pro formaweighted average shares outstanding also give effect to the increase in the
number of shareswhich, when multiplied by the net per share proceeds of the Offering, would have been necessary to fund distributions to the
stockholders, including the S Corp. Distribution, during the 12 months ended July 1996, to the extent that such distributions exceeded net
income during the same period.

Fully diluted income per share for 1997 was not significantly different from the primary amount.

In February 1997, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 128, "Earnings Per
Share" (FAS 128). FAS 128 simplifies the existing earnings per share (EPS) computations under Accounting Principles Board Opinion No. 15,
"Earnings Per Share," revises disclosure requirements, and increases the comparability of EPSdata on an international basis. In simplifying the
EPS computations, the presentation of primary EPSis replaced with basic EPS, with the principal difference being that common stock
equivalents arenot considered in computingbasic EPS. In addition, FAS 128 requiresdual presentation of basic and diluted EPS. FAS 128 is
effective for financial statementsissued for periods ending after December 15, 1997. The Company's basic and diluted EPS under FAS 128
would have been $0.44 and $0.43 respectively for theperiod ended March 31, 1997.

5. CREDIT FACILITY
On March 31, 1997, the Company obtained a credit facility fromabank in the amount of $10.0 million. Interest on any borrowings under the
facility will accrue at an annual rate not to exceed 0.75% above the London Interbank Offered Rate. The Company will not pay afee for this

facility, but in the event of any borrowings, an origination fee of 1% will be due on the amounts borrowed from time to time thereunder.
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STRAYER EDUCATION, INC.
NOTESTO CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
INFORMATION ASOF MARCH 31, 1996 AND 1997 1S UNAUDITED.

6. SUBSEQUENT EVENTS

The Company's Board of Directors declared a dividend of $.0625 per share to shareholders of record as of April 4, 1997.

In addition, the Company successfully completed a public offering of 1,322,500 shares of common stock in April 1997, of which, 772,500
shares of common stock weresold by the Company and 550,000 shares of common stock were sold by certain stockholders of the Company.

The Company received net proceeds from this offering of approximately $15.0 million.

8
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ITEM 2. MANAGEMENTS'S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTSOF OPERATIONS

Certain of the statementsincluded in this "Management's Discussion and Analysis of Financial Condition and Results of Operations' as well as
elsewherein this report on Form 10-Q are forward-looking statements. These statements involve risks and uncertainties that could cause the
actual results to differ materially from those expressed in or implied by such statements.

THREE MONTHS ENDED MARCH 31, 1997 COMPARED TO THREE MONTHS ENDED MARCH 31, 1996

Revenues. Tuition revenue increased 14.6% from $11.6 million in the first quarter of 1996 to $13.3 million in the first quarter of 1997,
principally dueto a 10% increase in the number of credits taken by students and a 5% tuition increase effective for 1997. Fees and other
revenue increased 18.3% from $431,000 in the 1996 quarter to $510,000 in the 1997 quarter, principally as aresult of the increase in the
number of studentsinthe1997 quarter and increased revenue from ELP's operations.

Instruction and educational support expenses. Instruction and educational support expenses remained essentially unchanged from thefirst
quarter of 1996 to thefirst quarter of 1997. A salary increase of 5% effective January 1, 1997 was offset by savings in rent expense. Rent
expense decreased in 1997 from 1996 due to the purchase in October 1996 of the L oudoun Campus facilities and the restructuring of five of the
College's leasesin May 1996.

Selling and promotion expenses. Selling and promotion expensesincreased 25% from $974,000 in the first quarter of 1996 to $1.2 millionin
the first quarter of 1997, due to a small increase in advertising costs, particularly for television advertising, increased advertising related to the
opening of anew campus in Maryland, and anincrease in the number of admissionsrepresentatives in Maryland and personnel in the College's
Corporate Outreach Program.

General and administration expenses. General and administration expenses decreased 13.0% from $1.8 millionin the first quarter of 1996 to
$1.6 millioninthe first quarter of 1997, principally due to areduction in the bad debt experiencerate on tuition receivable.

Income from operations. Operating income increased $1.8 million, or 38.4%, from $4.6 million in the first quarter of 1996 to $6.4 millionin the
first quarter of 1997. The increase wasdue to the aforementioned factors.

Investment and other income. Investment and other incomeincreased $406,000, or 375.9%, from $108,000 in the first quarter of 1996 to
$514,000 in thefirst quarter of 1997. The increase wasdue to additiona interest incomereceived on the investment of the proceeds from the
Company'sinitial public offering.

Net income. Net income increased $1.3 million , or 45.0%, from $2.9 million on a pro formabasis in thefirst quarter of 1996 to $4.2 millionin
the first quarter of 1997.

LIQUIDITY AND CAPITAL RESOURCES

Prior to the initial public offering of its common stock, the Company financed its operating and capital requirements through cash generated
from operating activities or, inthecase of ELP, capital contributions from ELP's stockholder. The Company realized net proceeds of
approximately $31.3 million from theinitial public offering, of which it used $19.8 million to fund S Corporation distributions, $1.1 million to
fund theacquisition of ELP, and $3.1 million to fund the purchase of the Loudoun campus. The remaining $7.3 million was used to fund
student loans and for working capital purposes, including improvementsto the College's computer |aboratories.

9
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ITEM 22 MANAGEMENTS'S DISCUSSION AND ANALY SIS OF FINANCIAL CONDITION AND RESULTSOF OPERATIONS

Certain of the statementsincluded in this "Management's Discussion and Analysis of Financial Condition and Results of Operations' as well as
elsewherein this report on Form 10-Q are forward-looking statements. These statements involve risks and uncertainties that could cause the
actual results to differ materially from those expressed in or implied by such statements.

During thefirst quarter of 1997, the Company generated cash from operating activities of $6.4 million. Cash used in investing and financing
activitieswas $2.0 million and $591,000, respectively. At March 31, 1997, the Company had available cash and cash equivalents and
marketable securities of $32.3 million. The Company has designated approximately $3.1 million for the planned acquisition of the Alexandria
campus facility, whichit expects to complete by August 1997.

In April 1997, the Company received approximately $15.0 million in net proceeds from a public offering of 772,500 shares of common stock.

In addition, on March 31, 1997, the Company obtained a credit facility from a bank in theamount of $10.0 million. Interest on any borrowings
under the facility will accrue at an annual rate not to exceed 0.75% above the London Interbank Offered Rate. The Company will not pay afee
for this facility, but in the event of any borrowings, an origination fee of 1% will be due on the amounts borrowed from time to time thereunder.

The Company believes that existing cash and cash equivalents, marketable securities, net proceeds fromthe secondary offering, cash generated
from operating activities and, if necessary, cash borrowed under the credit facility will be sufficient to meet the Company's requirementsfor at
least thenext 24 months. If the College decides to purchase a campus facility, it may finance the acquisition with indebtedness.

10
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PART Il - OTHER INFORMATION
ITEM 1. LEGAL PROCEEDINGS.
None
ITEM 2. CHANGES IN SECURITIES.
None
ITEM 3. DEFAULTS UPON SENIOR SECURITIES.
None
ITEM 4. SUBMISSION OF MATTER TO A VOTE OF SECURITY HOLDERS.
None
ITEM 5.OTHER INFORMATION.
None
ITEM 6. EXHIBITS AND REPORTSON FORM 8-K

a) Exhibits: The following areannexed as Exhibits:

Exhi bit Number Description
11 Ear ni ngs Per Share
Cal cul ation
27.2 Fi nanci al Data Schedul e
a) Reports on Form 8-K:
None
11
o

— FaalfiliE 2002. EDGAR Online, Inc.




SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, this statement is being signed by a duly authorized officer of the
Registrant and in the capacity asthe principal financial officer.

STRAYER EDUCATION, INC.

/sl illegible

Chief Financial Oficer

Date: May 9, 1997
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INDEX TO EXHIBITS

EXH Bl TS NUMBER DESCRI PTI ON

Ear ni ngs Per Share Cal cul ation
Fi nanci al Data Schedul e
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PART I1: OTHER INFORMATION
EXHIBIT 11: EARNINGS PER SHARE CALCULATION
(IN THOUSANDS OF DOLLARS - EXCEPT PER SHARE AMOUNTYS)

Computation of Net Income Per Share

Three nont hs

ended
March 31,
1997
Net incone $4, 182
Primary and fully diluted net incone 4,182
Wi ght ed average shares outstandi ng 9, 450
Dilutive comon stock equival ents for
primary net incone per share 386
Wi ght ed average shares and common
equi val ent shares outstanding for
primary net incone per share 9, 836
Addi ti onal equival ent shares assumi ng
full dilution
(70)
Wi ght ed average shares and conmon
equi val ent shares for fully diluted
net incone per share 9, 766
Primary net incone per share $ 0.43
Fully diluted net income per share $ 0.43
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ARTICLE 5
THIS SCHEDULE CONTAINS SUMMARY FINANCIAL INFORMATION EXTRACTED FROM BALANCE SHEET AND STATEMENT OF INCOME AND IS QUALIFIEDIN ITSENTIRETY BY
REFERENCE TO SUCH FORM 10-Q FOR QUARTER ENDED MARCH 31, 1997.

PERIOD TYPE 3MOS
FISCAL YEAR END DEC 311997
PERIOD START JAN 311997
PERIOD END MAR 311997
CASH 15,620,000
SECURITIES 4,472,000
RECEIVABLES 9,500,000
ALLOWANCES 0
INVENTORY 796,000
CURRENT ASSETS 31,363,000
PP&E 7,173,000
DEPRECIATION 0
TOTAL ASSETS 54,384,000
CURRENT LIABILITIES 15,150,000
BONDS 0
PREFERRED MANDATORY 0
PREFERRED 0
COMMON 95,000
OTHER SE 38,955,000
TOTAL LIABILITY AND EQUITY 54,384,000
SALES 0
TOTAL REVENUES 13,773,000
CGS 0
TOTAL COSTS 7,367,000
OTHER EXPENSES 0
LOSSPROVISION 0
INTEREST EXPENSE 0
INCOME PRETAX 6,920,000
INCOME TAX 2,738,000
INCOME CONTINUING 4,182,000
DISCONTINUED 0
EXTRAORDINARY 0
CHANGES 0
NET INCOME 4,182,001

EPSPRIMARY 43
EPSDILUTED 43
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End of Filing
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