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PART | - FINANCIAL INFORMATION
ITEM 1. FINANCIAL STATEMENTS

STRAYER EDUCATION, INC.
BALANCE SHEETS

ASSETS
May 15, June 30,
1996 1996
(unaudi t ed)
Cash $ 1, 000 $ 1, 000
Total current assets $ 1, 000 $ 1, 000
STOCKHOLDERS' EQUI TY
St ockhol ders' Equity:
Preferred stock, 5,000,000 shares authorized; no shares
i ssued or outstanding
Common stock, par value $.01, 20,000,000 shares authorized;
1, 000 shares issued and outstandi ng $ 10 $ 10
Addi tional paid-in capital 990 990
Total stockhol ders' equity $ 1, 000 $ 1, 000

The accompanying notes are anintegral part of these financial statements.

-3-

swneet ox SO asim 2002, EDGAR Onl i ne, I nc.




STRAYER EDUCATION, INC.
NOTESTO CONDENSED FINANCIAL STATEMENTS

1. ORGANIZATION

Strayer Education, Inc. (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.

2. SUBSEQUENT EVENTS

On July 30, 1996, the Company completed an initial public offering of its common stock. The Company sold 3,450,000 shares in the Offering
at aprice of $10 per share. Net proceeds to the Company were approximately $31,332,000. 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). The
Collegeis a proprietary accredited institution of higher education that provides undergraduate and graduate degrees in various fields of study
through its eight campuses in the District of Columbia and Virginia

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 previoudly 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 $1,059,000, ELP's net book value. EL P was wholly owned by a stockholder of the Company and was established to purchase and
service student loans from the College. Under generally accepted accounting principles, ELP's basis inits assetsand liabilities will be carried
over to the Company and the operations of ELP and the Company will be retroactively combined in amanner similar to a pooling of interest,
because this acquisition is a combination of entities under common control.

The Company set aside 1,000,000 shares of common stock for shares to be issued under an incentive stock option plan established in July 1996.
Options may be granted to eligible employees of the Company at the option of the Board of Directors, at option prices based on the fair market
value of the shares at the date of grant. Vesting provisions areat the discretion of the Board of Directors.

The Financial Accounting Standards Board recently issued Statement of Financial Accounting Standards No. 123, Accounting for Stock Based
Compensation (SFASNo. 123), which encourages companies to adopt a fair value method of accounting for employee stock options and
similar equity instruments. The fair value method requires compensation cost to be measured at the grant date based on thevalue of the award
and isrecognized over theservice period. Alternatively, SFAS No. 123 requires pro forma disclosures of net incomeand earnings per shareas
if thefair value method had been adopted when the fair value method is not reflected in the financia statements. The Company has not yet
determined which method it will follow. The requirements of SFAS No. 123 areeffective for financial statementsfor fiscal years beginning
after December 15, 1995.
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STRAYER COLLEGE, INC. AND AFFILIATE
CONDENSED COMBINED BALANCE SHEETS

(AMOUNTSIN THOUSANDS)

ASSETS
Decenber 31, June 30,
1995 1996
(unaudi t ed)
Current Assets:
Cash and cash equival ents $ 8, 992 $ 12, 943
Investments in nmarketable securities
avai l able for sale, at market 1,742 541
Short terminvestnents - restricted 720 779
Tuition receivable, net 7,873 5,529
| nvent ori es 725 616
G her current assets 58 73
Total current assets 20, 110 20, 481
Student | oans receivable, net 932 1, 544
Property and equi pnent, net 2,874 3,113
Investnments in nmarketable securities
avail able for sale, at narket 1, 890 3, 740
O her assets 72 246
Total assets $ 25, 878 $ 29,124

LI ABI LI TIES AND STOCKHOLDERS EQUI TY

Current Liabilities:

Trade accounts payable $ 360 $ 348
Accrued expenses 542 492
Unearned tuition 9, 504 6, 900
G her current liabilities 133 219

Total current liabilities 10, 539 7,959

St ockhol ders' Equity:

Common St ock 4 4
Addi tional paid-in capital 2,100 1,142
Ret ai ned ear ni ngs 13,077 19, 766
Net unrealized gain on investnments 158 253
Total stockhol ders' equity 15, 339 21, 165
Total liabilities and stockhol ders' equity $ 25, 878 $ 29, 124

The accompanying notes are anintegral part of these combined financial statements.
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STRAYER COLLEGE, INC. AND AFFILIATE
CONDENSED COMBINED STATEMENTSOF INCOME
(UNAUDITED)

(AMOUNTS IN THOUSANDS, EXCEPT PER SHARE DATA)

For the three nonths For the six nonths
ended June 30, ended June 30,
1995 1996 1995 1996
Revenues:
Tui tion $ 9, 366 $ 11,034 $ 19,355 $ 22,604
Fees and ot her 336 580 982 1,425
9,702 11, 614 20, 337 24,029
Costs and Expenses:
Instruction and education support 3,683 4,521 7,725 9, 098
Selling and pronotion 851 755 1, 687 1,729
General and adm nistration 3,219 1,904 6, 032 4,140
7,753 7,180 15, 444 14, 967
I ncone from operations 1,949 4,434 4,893 9, 062
I nvest ment and ot her income 184 269 332 377
Net | ncome $ 2,133 $ 4,703 $ 5,225 $ 9,439
Pro forma information (Note 3):
I ncone taxes $ 1,839 $ 3,691
Net incone $ 2,864 $ 5,748
Net incone per share $ 0.39 $ 0.78
Wi ght ed average shares outstandi ng 7,401 7,401

The accompanying notes are anintegral part of these combined financial statements.
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STRAYER COLLEGE, INC. AND AFFILIATE

CONDENSED COMBINED STATEMENTS OF CASH FLOW

Cash flows from operating activities:

Net i ncone

Adj ustments to reconcile net income to net cash
provi ded by operating activities:
Depreci ation and anortization
Changes in assets and liabilities
Student | oans originated or acquired
Col | ections on student |oans receivable
Proceeds from sale of |oans

Net cash provided by operating activities
Cash flows frominvesting activities:
Pur chases of property and equi pment
Purchases of nmarketable securities
Sal es of marketable securities
Net cash used in investing activities
Cash flows from financing activities:
Di stributions to stockhol ders
Capi tal contributions
Net cash used in financing activities
Net increase in cash

Cash and cash equival ents - beginning of period

Cash and cash equivalents - end of period

(UNAUDITED)
(AMOUNTS IN THOUSANDS)

For the six nonths

ended June 30,

The accompanying notes are anintegral part of these combined financia statements.
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STRAYER COLLEGE, INC. AND AFFILIATE
NOTES TO CONDENSED COMBINED FINANCIAL STATEMENTS
INFORMATION ASOF JUNE 30, 1996 ISUNAUDITED
(AMOUNTSIN THOUSANDS)

1. BASIS OF PRESENTATION

The combined financial statementsinclude the accounts of Strayer College, Inc. and Education Loan Processing, Inc. (collectively "the
Companies"), both of which areunder the common control of Mr. and Mrs. Ron K. Bailey. All significant intercompany accounts and
transactions have been eliminated.

The results of operations for thethree and six monthsended June 30, 1995 and 1996 are not necessarily indicative of theresult to be expected
for the full fiscal year. All information as of June 30, 1996 and for the three and six month periods ended June 30, 1995 and 1996 is unaudited
but, in the opinion of management, containsall adjustments, consisting only of normal recurring adjustments, necessary to present fairly the
combined financial position, results of operations and cash flows of the Companies.

2. NATURE OF OPERATIONS

Strayer College, Inc. ("the College") isa proprietary accredited institution of higher education that provides undergraduate and graduate
degrees in various fields of study. The College has eight campuses located in the District of Columbiaand Virginia.

Education Loan Processing, Inc. (ELP) isafinance company that purchases and services student loans, principally for the College. ELP was
incorporated in December 1994 and began operations in January 1995.

3. INCOME TAXES AND PRO FORMA INFORMATION (UNAUDITED)

The financia statements of the Companies do not include a provision for income taxesbecause the taxable income of the Companies was
included in the incometax returns of the stockholders under the S Corporation e ections.

In connection with theformation of Strayer Education, Inc. (“the Company"), the initial public offering of the Company's common stock ("the
Offering"), and the acquisition of the Companies by the Company (see Note 8), the Companies filed el ections with the IRS to terminate their
status as S Corporation for tax purposes in July 1996. The Company will be subject to federal and state incometaxes and will recognize
deferred taxes in accordance with Statement of Financial Accounting Standards No. 109, "Accountingfor Income Taxes' ("SFAS No. 109").
SFAS No. 109 requires companies subject to incometaxes to adjust their deferred tax assets and liabilitiesbased on temporary differences
between financia statement and tax bases of assetsand liabilities using enacted tax ratesin effect in theyear in which the differences are
expected to reverse. Based upon temporary differences existing as of December 31, 1995 and June 30, 1996, the net deferred income tax assets

are insignificant individually and in total .

The effective pro formaincome tax rate differs fromthe 34% statutory federal rate principally as aresult of state income taxes.
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For informational purposes, the condensed combined statements of income for the three and six months ended June 30, 1996 include pro forma
information reflecting thefollowing adjustments.

- Pro formaincome taxes reflect the application of statutory corporate income tax rates to the net income of the Companies as if the termination
of the Corporation status of the Companies had occurred on January 1, 1996. The effective derived income tax rate for the three and six month
periods ended June 30, 1996 was 39.1%.

- Pro formanet income per share and weighted average shares outstanding reflect the acquisition of the College by the Company in exchange
for 5,999,000 shares of common stock, asif it had occurred on January 1, 1996. Subsequent to the closing of the 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” - see Note 8). Therefore, pro forma earnings per share and weighted average shares outstanding also
give effect to the increase in the number of shares which, when multiplied by the net per share proceeds of the Offering, would have been
necessary to fund distributions to the stockholders, includingthe S Corp Distribution, during the previous months, to the extent that such
distributions exceeded net income during the same 12 months. Historical net income per share of the Companies have not been presented
because such amounts are not meaningful in light of the transactions described above.

4. CONTINGENCIES
Federal Financial Assistance Programs

The College participatesin various federal student financial assistance programs which are subject to audit. Management believes that the
potential effects of any future audit adjustments will not have amaterial adverse effect on the Companies financial position, results of
operations or cash flows.

5. SUBSEQUENT EVENTS

Immediately prior to theclosing of the Company'sinitial public offering on July 30, 1996, the Company acquired the common stock of the
Collegefrom the former stockholders in exchange for 5,999,000 shares of the Company'scommon stock. The Company made the S Corp
Distribution of $19,838,000 from the proceeds of the Offering to the former stockholders of the College representing the amount of
accumulated earnings of the College during its period as an S Corporation. An additional $1,059,000 from the proceeds of the Offering was
paid to the former stockholders in connection with the acquisition of ELP.

-9-
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ITEM 2. MANAGEMENT'S DISCUSSION AND ANALYSISOF FINANCIAL CONDITION
AND RESULTS OF 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. These statements should be read in the context of those
factors discussed under the heading "Risk Factors' in the Company's Registration Statement on Form S-1 (File No. 333-3967) declared
effective by the Securities and Exchange Commission on July 25, 1996.

THREE MONTHS ENDED JUNE 30, 1995 COMPARED TO THREE MONTHS ENDED JUNE 30, 1996

Revenues. Tuition revenue increased 17.8% from $9.4 million in the second quarter of 1995 to $11.0 million for the second quarter of 1996,
due to a 10% increase in the number of students and a 7% tuition increase effective for 1996. Fees and other revenue increased 72.6% from $.3
million in the 1995 quarter to $.5 million in the 1996 quarter, principaly as aresult of the increase in the number of students in the 1996
quarter.

Instruction and educational support expense. Instruction and educational support expenseincreased 22.7% from $3.7 million in the second
quarter of 1995 to $4.5 million in the second quarter of 1996. The increase was primarily attributable to an increase in library costs associated
with a new computer system providing students withaccess to substantially more resource materials, increased financial aid costs due to the
engagement of an outside contractor to manage the student loan default rate and improvefinancial aid administration and increased physical
plant and occupancy costs resulting from therelocation of the Woodbridge campusto a new andlarger facility witha higher |ease rate.

Selling and promotion expense. Selling and promotion expense decreased 11.4% from $.9 million in the second quarter of 1995 to $.8 million
in the second quarter of 1996, due to lower advertising costs, particularly for television advertising.

General and administration expense. Genera and administration expense decreased 40.8% from $3.2 million in the second quarter of 1995 to
$1.9 million in the second quarter of 1996, due principaly to theelimination of bonuses payable to Ron K. Bailey, president of the Company.
Prior to 1996, general and administrative expense included bonuses paid to Mr. Bailey in amounts sufficient to pay theincome taxes of Mr. and
Mrs. Bailey assole shareholders of the Company whileit was a Subchapter S corporation for income tax purposes. Beginning in 1996, these
amounts were paidto Mr. and Mrs. Bailey as distributions to shareholders (not reflected in general and administrative expense) and not to Mr.
Bailey as bonuses. Excluding the bonus of $1.8 million paid to Mr. Bailey in the second quarter of 1995, general and administration expense
would have increased 30.3% from $1.5 million in the 1995 quarter to $1.9 million in the 1996 quarter. The principal reasons for the change
were the addition of personnel in theareas of human resources, facilities management and administration and the effects of a 7% pay increase
implemented in the fourth quarter of 1995.

Income from operations. Income from operations increased 127.6% from $1.9 million in the second quarter of 1995 to $4.4 million in the
second quarter of 1996. Excluding the bonus of $1.8 million paid to Mr. Bailey in the 1995 quarter, incomefrom operations would have
increased 19.9% fromthe 1995 quarter to the 1996 quarter.
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Net income. Net income increased 120.5% from $2.1 million in the second quarter of 1995to $4.7 million in the second quarter of 1996.
Excluding the bonus of $1.8 million paid to Mr. Bailey in the 1995 quarter, netincome would have increased 21.1% from the 1995 quarter to
the 1996 quarter.

SIX MONTHS ENDED JUNE 30, 1995 COMPARED TO SIX MONTHS ENDED JUNE 30, 1996

Revenues. Tuition revenue increased 16.8% from $19.4 million in the six monthsended June 30, 1995 to $22.6 million in the six months ended
June 30, 1996, due to a 9% increase in the number of students and a 7% tuition increase effective for 1996. Fees and other revenue increased
45.1% from $1.0 million in the 1995 period to $1.4 million in the 1996 period, principally as a result of the increase in the number of students
in the 1996 period.

Instruction and educational support expense. Instruction and educational support expenseincreased 17.8% from $7.7 million in the 1995 period
t0 $9.1 millionin the 1996 period. The increase was primarily attributable to an increasein library costs associated with a new computer system
providing students with access to substantially more resource materials, increased financial aid costs due to the engagement of an outside
contractor to manage the student loan default rate andimprove financial aid administration and increased physical plant and occupancy costs
resulting from therelocation of the Woodbridge campus to a new and larger facility with a higher lease rate.

Selling and promotion expense. Selling and promotion expense was relatively unchanged from the 1995 period to the 1996 period.

General and administration expense. Genera and administration expense decreased 31.4% from $6.0 million in the 1995 period to $4.1 million
inthe 1996 period, due principally to the elimination of bonuses payable to Ron K. Bailey, as discussed above. Excluding the bonus of $3.4
million paid to Mr. Bailey inthe 1995 period, general and administration expenses would have increased 57.3% from $2.6 million in the 1995
period to $4.1 million in the 1996 period. The principa reasons for the change werethe addition of personnel in the areas of human resources,
facilities management and administration and the effects of a7% pay increase implemented in thefourth quarter of 1995.

Income from operations. Income from operations increased 85.2% from $4.9 million in the 1995 period to $9.1 million in the 1996 period.
Excluding the bonus of $3.4 million paid to Mr. Bailey in the 1995 period, income from operations would have increased 9.2% from the 1995
period to the 1996 period.

Net income. Net income increased 80.7% from $5.2 million in the 1995 period to $9.4 million in the 1996 period. Excluding the bonus of $3.4
million paid to Mr. Bailey in the 1995 period, net incomewould have increased 9.4% from the 1995 period to the 1996 period.

LIQUIDITY AND CAPITAL RESOURCES

Since itsacquisition by Ron K. Bailey in 1989, the Company has financed its activities through cash generated from operations. At June 30,
1996, the College had available cash, cash equivalents and marketable securities of $17.2 million. On July 30, 1996, the Company completed
an initial public offering of its common stock, resulting in net proceeds to the Company of approximately $31.3 million. After application of the
proceeds, the Company had available cash, cash equivalents and marketable securities of $27.5 million. The Company believes that this
amount, together with cash generated from operations, will be sufficient to meet its anticipated operating cash requirements, including the
funding of student loans and any acquisition of campuses, for at |east the next 24 months. If the College determines to acquire a campus facility,
it may finance the acquisition with indebtedness.
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PART Il - OTHER INFORMATION

ITEM 1. LEGAL PROCEEDINGS.

None

ITEM 2. CHANGESIN 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 follow ng are annexed as Exhibits:

Exhi bit Nunber Description

27.2 Fi nanci al Data

Schedul e
(b) Reports on Form 8-K:

None
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SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant hasduly caused this report to be signed on itsbehalf by the
undersigned thereunto duly authorized.

STRAYER EDUCATION, INC.

Dat e: Sept enber 4, 1996 By: /sl Harry T, WIKins

Harry T. WIKins
Chief Financial Oficer
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27.2

INDEX TO EXHIBITS

DESCRI PTI ON

Fi nanci al

Dat a Schedul e
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ARTICLE 5
MULTIPLIER: 1,000

PERIOD TYPE

FISCAL YEAR END
PERIOD START
PERIOD END

CASH

SECURITIES
RECEIVABLES
ALLOWANCES
INVENTORY
CURRENT ASSETS
PP&E

DEPRECIATION
TOTAL ASSETS
CURRENT LIABILITIES
BONDS

PREFERRED MANDATORY
PREFERRED
COMMON

OTHER SE

TOTAL LIABILITY ANDEQUITY
SALES

TOTAL REVENUES
CGS

TOTAL COSTS

OTHER EXPENSES
LOSSPROVISION
INTEREST EXPENSE
INCOME PRETAX
INCOME TAX

INCOME CONTINUING
DISCONTINUED
EXTRAORDINARY
CHANGES

NET INCOME
EPSPRIMARY
EPSDILUTED

6MOS

DEC 311996
JAN 011996
JUN 301996
12,943

4,281

5,529

0

616

20,481

3,113

0

29,124

7,959

0

0

0

4

21,161
29,124

0

24,029

0

0
14,967
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