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SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, DC 20549
FORM 10-Q

Quarterly Report Pursuant to Section 13 or 15 (d) bthe
Securities Exchange Act of 1934
For the period ended March 31, 2006
Commission File No. 0-21039

Strayer Education, Inc.
(Exact name of registrant as specified in this chaer)

Maryland 52-1975978
(State or other jurisdiction of (I.R.S. Employer
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1100 Wilson Blvd., Suite 2500

Arlington, VA 22209
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Registrant’s telephone number, including area code: (703) 247-2500

Indicate by check mark whether the registrant (1) las filed all reports required to be filed by Sectia 13 or
15 (d) of the Securities Exchange Act of 1934 durninthe preceding 12 months, and (2) has been subjéot
such filing requirements for the past 90 days. Ydzl Noll

Indicate by check mark whether the registrant is darge accelerated filer, an accelerated filer, or aon-
accelerated filer. See definition of “acceleratediler” and “large accelerated filer” in Rule 12b -2 of the
Exchange Act. (Check one)

Large accelerated filer[ Accelerated fileld Non-accelerated file(d

Indicate by check mark whether the registrant is ashell company (as defined in Rule 12b-2 of the
Exchange Act). Yed] NoE

As of April 30, 2006, there were outstanding 14,3387 shares of Common Stock, par value $.01 per shg
of the Registrant.
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STRAYER EDUCATION, INC.
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(in thousands, except share and per share data)



December 31, March 31,

2005 2006
ASSETS
Current assets:
Cash and cash equivalents $ 74,21. $ 50,74:
Marketable securities available for sale, at faiue 45,59 75,47
Tuition receivable, net of allowances for doub#atounts of $1,927 and $2,34
at December 31, 2005 and March 31, 2006, respégc! 55,93t 60,897
Other current assets 2581 4.09¢
Total current assets 178’,321 191’,202
Property and equipment, net 46,68 47,99¢
Restricted cash 50C 50C
Other assets 33¢ 811
Total assets $ 225,84! $240,51¢
LIABILITIES & STOCKHOLDERS’ EQUITY
Current liabilities:
Accounts payable $ 6,40z $ 7,91t
Accrued expenses 1,48 1,13¢
Income taxes payable 3,77: 10,33(
Unearned tuition 55,77¢ 60,98:
Total current liabilities 67,43¢ 80,36¢
Deferred income taxes 20¢& —
Long-term liabilities 6,36¢ 6,337
Total liabilities 74,00¢ 86,70:
Commitments and contingencies
Stockholders’ equity:
Common stock, par value $.01; 20,000,000 sharémaned; 14,292,249 and
14,339,427 shares issued and outstan
at December 31, 2005 and March 31, 2006, respéctive 142 142
Additional paid-in capital 104,92: 94,63
Retained earnings 47,02( 59,36¢
Accumulated other comprehensive income (loss) (24€) (321)
Total stockholders’ equity 151,84( 153,81t
Total liabilities and stockholders’ equity $ 225,84 $240,51¢

The accompanying notes are an integral part oktheasolidated financial statements.
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STRAYER EDUCATION, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF INCO ME
(in thousands, except per share data)

For the three months ended
March 31,




2005 2006

Revenue! $ 56,15! $§ 67,09
Costs and expense@)
Instruction and educational supp 18,45¢ 22,03¢
Selling and promotio 8,66: 10,67:
General and administratic 6,547 9,39/
Total costs and expens 33,66¢ 42,10¢
Income from operation 22,48¢ 24,98t
Investment and other incon 61C o5t
Income before income tax 23,09¢ 25,94
Provision for income taxe 9,007 9,08t
Net income $ 14,092 $  15,95¢
Net income per shar
Basic $ 0.9¢ $ 1.12
Diluted $ 094 $ 1.1C
Weighted average shares outstand
Basic 14,66 14,25¢
Diluted 14,95( 14,55¢

@ In 2006, the Company began recording stock-basegbensation expense under FAS 123(R). The tablevbelo
sets forth the amount of stotlased compensation expense recorded in each ekplemse line items. See Ni
5 below for more information.

For the three months ended

March 31,
2005 2006
Instruction and educational supp — $ 214
Selling and promotio — 13z
General and administratic — 974
Total stocl-based compensation expel — § 1,32(

The accompanying notes are an integral part oktheasolidated financial statements.
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STRAYER EDUCATION, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF
COMPREHENSIVE INCOME
(in thousands)



For the three months ended

March 31,
2005 2006
Net income $ 14,090 $  15,95¢
Other comprehensive incorr
Unrealized loss on investment, net of ta (82) (75)
Comprehensive incorn $ 14,00¢ $  15,88:

The accompanying notes are an integral part ottheasolidated financial statements.
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STRAYER EDUCATION, INC.
UNAUDITED CONSOLIDATED STATEMENTS OF

Balance at December 31, 2C
Repurchase of common sta

Common stock dividenc

Change in net unrealized gains
(losses) on marketable
securities, net of income ti

Net income
Balance at March 31, 20(

Balance at December 31, 2C

Exercise of stock optior

Tax b_enefit from exercise of stc
options

Repurchase of common sta

Restricted stock gran

Stocl-based compensatic

Common stock dividenc

Change in net unrealized gains
(losses) on marketable
securities, net of income t:

STOCKHOLDERS'’ EQUITY
(in thousands, except share data)

Accumulated

Common Stock Additional Other
Paid-in Retained = Comprehensive

Shares Amount Capital Earnings Income (Loss) Total
14,669,48 $ 147 $14094. $ 7,98: $ (151) $148,92:
(27,532 —  (2,99) — — (2,99
— — — (1,83 — (1,839
— — — — (82 (82
= = —  14,09: — 14,09
14,641,995 $ 147 $137,95. $ 20,24( $ (23%) $158,10¢

Accumulated
Common Stock Additional Other
Paid-in Retained  Comprehensive

Shares Amount Capital Earnings Income (Loss) Total
14,292,24 $ 14% $104,920 $ 47,02( $ (24€) $151,84(
40,00( — 1,531 — — 1,537
— — 982 — — 982
(143,800 (1) (13,97) — — (13,979
150,97¢ — — — — —
— — 1,16( — — 1,16(C
— — — (361 — (361
— — — — (75) (75)



Net income — — — 15,95¢ — 15,95¢
Balance at March 31, 20( 14,339,42 $ 14z $ 94,63. $ 59,36¢ $ (321) $153,81¢

The accompanying notes are an integral part oktheasolidated financial statements.
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STRAYER EDUCATION, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOWS
(in thousands)

For the three months
ended March 31,

2005 2006
Cash flows from operating activitie
Net income $ 14,09. $ 15,95¢
Adjustments to reconcile net income to net caskigeal by operating activitie:
Amortization of deferred ret @) 2
Depreciation and amortizatic 1,501 1,70¢
Provision for student loan loss (22) (45)
Deferred income taxe (49) (83¢)
Stoclk-based compensatic — 1,16(C
Changes in assets and liabiliti
Tuition receivable, ne (3,757 (4,962)
Other current asse (682) (1,305
Other asset — 3
Accounts payabl 77¢ 1,83¢
Accrued expense (1,389 (349
Income taxes payab 2,851 7,53¢
Excess tax benefits from st-based payment arrangeme — (982)
Unearned tuitior 5,15¢ 5,20
Deferred lease incentivi 80C —
Student loans originate (33¢) 3
Collections on student loans receivable and halddite 36E 23
Net cash provided by operating activit 19,31¢ 24.93¢
Cash flows from investing activitie
Purchases of property and equipm (1,609) (3,349
Purchases of marketable securi — (30,000
Net cash used in investing activiti (1,608 (33,349
Cash flows from financing activitie
Common dividends pai (1,839 (3,617)
Proceeds from exercise of stock optir — 1,53

Excess tax benefits from stc-based payment arrangeme — 982



Repurchase of common sto (2,99)) (13,979

Net cash used in financing activiti (4,825 (15,065
Net increase (decrease) in cash and cash equis 12,88( (23,47()
Cash and cash equivaler beginning of periot 97,00¢ 74,21:
Cash and cash equivaler end of perioc $ 109,88 $ 50,74:

Nor-cash transaction
Purchases of property and equipment included inwats payabli $ 1,48¢ $ 23€

The accompanying notes are an integral part ottheasolidated financial statements.
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STRAYER EDUCATION, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
Information as of March 31, 2005 and 2006 is unautid.

1. Basis of Presentation

The financial statements are presented on a colased basis. The accompanying financial statemecitsde
the accounts of Strayer Education, Inc., Strayaveérsity, Inc. (the "University") and Education Lroa
Processing, Inc. ("ELP"), collectively referredhterein as the “Company” or “Companies.”

The results of operations for the three months @mdiarch 31, 2006 are not necessarily indicativethefresults
to be expected for the full fiscal year. All infoation as of March 31, 2005 and 2006 and for theetimonths
ended March 31, 2005 and 2006 is unaudited buhermpinion of management, contains all adjustments
consisting only of normal recurring adjustmentgassary to present fairly the condensed consotidatancial
position, results of operations and cash flowshef@€ompany.

The Company’s educational programs are offered quiaaterly basis. Approximately 97% of the Company’
revenues during the three months ended March 31§ 26nsisted of tuition revenue. Tuition revenue is
recognized in the quarter of instruction. Tuiti@venue is shown net of any refunds, withdrawalgpaate
discounts, scholarships and employee tuition distuAt the time of registration, a liability (urread tuition) is
recorded for academic services to be provided andian receivable is recorded for the portiorttod tuition
not paid upfront in cash. Revenues also includdicgifon fees, commencement fees, placement test fe
withdrawal fees, loan service and origination feestbook-related income and other income which are
recognized when incurred.

As of January 1, 2006, the Company adopted Stateofiéiinancial Accounting Standards No. 123(Bhare-
based Paymerft FAS 123(R)"”) using the modified prospective rheid, which requires measurement of
compensation cost for all stock-based awards avéie on the date of grant and recognition of pensation
expense over the service period for awards expéoteest. As a result of the provisions of FAS R3the
Company incurred stock-based compensation expefgis3 million (or $0.8 million net of taxes) whic
reduced diluted earnings per share by $0.05 fotttte months ended March 31, 2006. There wasoofi-st
based compensation expense recorded for the thoethsnended March 31, 2005 because the Compangdtad
adopted the recognition provisions of FAS 123(Rjlulanuary 1, 2006. See Note 5 below for morerimfation.

Certain information and footnote disclosures nolyniakluded in financial statements prepared inoadance
with generally accepted accounting principles hasen condensed or omitted. These condensed caatsalid
financial statements should be read in conjunatiith the consolidated financial statements andstitereto
included in the Company’s Annual Report on FormKlfdr the fiscal year ended December 31, 2005.

2. Nature of Operations

Strayer Education, Inc., a Maryland corporatiomadiects its operations through its subsidiaries. Uhiversity



is an accredited institution of higher educatioat forovides undergraduate and graduate degreesious fields
of study through its 39 campuses (including two mampuses opened for the 2006 spring term in Ritg$h
Pa.) in Pennsylvania, Maryland, Washington, D.Grgidia, North Carolina, South Carolina, Tennessee,
Georgia, and Florida and worldwide via the Intethedbugh Strayer University Online. ELP originasesl
administers student loans for the University's stitsl. These loans are held for sale.

3. Earnings Per Share

Basic earnings per share is computed by dividingnmeme by the weighted average number of shdres o
common stock outstanding. Diluted earnings pereslsacomputed by dividing net income by the weighte
average common and potentially dilutive common egjent shares outstanding. Stock options are mhided
in the computation of diluted earnings per sharemtne stock option exercise price of an individyraint
exceeds the average market price for the perioflgkth 31, 2006, the Company had 282,083 issued and
outstanding stock options that were excluded froendalculation.
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Set forth below is a reconciliation of shares usedompute net income per share:

For the three months
ended March 31,

(in thousands)

2005 2006
Weighted average shares outstanding used to corbpsie net
income per shari 14,66 14,25¢
Incremental shares issuable upon the assumed sx@fcstock
options 28¢ 30C
Unvested restricted stor — 1
Shares used to compute diluted net income per: 14,95( 14,55¢

4. Credit Facilities

The Company maintains two credit facilities fronmothanks in the amount of $10.0 million each. Irseon any
borrowings under the facilities will accrue at amaal rate of no more than 0.75% above the Londteribank
Offered Rate. There was no outstanding balanceterd were no fees payable on either facility aslafch 31,
2006.

5. Stockholders’ Equity
Common Stock

A total of 20,000,000 shares of common stock, pémer$0.01, have been authorized. As of Decemhe2(I5
and March 31, 2006, the Company had 14,292,249 4/889,427 shares of common stock issued and
outstanding, respectively. Commencing in the foguhrter of 2005, the Company increased the arawmamor
stock cash dividend from $0.50 to $1.00 per sha&0®5 per share quarterly.

Stock-based compensation

On January 1, 2006, the Company adopted Staterh€&irtancial Accounting Standards No. 123(Rhare-

based Payment(“FAS 123(R)"”) which requires the measurementiaecognition of compensation expense for
all share-based payment awards made to employedediractors, including employee stock options and
employee stock purchases related to the Companyddyee Stock Purchase Plan (“employee stock
purchases”), based on estimated fair values. FARR) supersedes the Company’s previous accouatidgr
Accounting Principles Board Opinion No. 2&ccounting for Stock Issued to Employ@&sPB 25”) for periods
beginning January 1, 2006. In March 2005, the Seesirand Exchange Commission issued Staff Accagnti
Bulletin No. 107 (“SAB 107”) relating to FAS 128). The Company has applied the provisions of SAB ih



its adoption of FAS 123(R).

The Company adopted FAS 123(R) using the modifredpective transition method provided under the,rul
which requires the application of the accountiramdard as of January 1, 2006. The Company’s calzeti
financial statements as of and for the three moatited March 31, 2006 reflect the impact of FAS(R23In
accordance with the modified prospective transititethod provided under the rule, the Compamygnsolidate
financial statements for prior periods have notbestated to reflect, and do not include, the ichpdFAS 123
(R). Stock-based compensation expense recognizat S 123(R) for the three months ended March 31,
2006 was $1.3 million, or $0.8 million after tax.

FAS 123(R) requires companies to estimate thevédire of share-based payment awards on the dajeof
using an option-pricing model. The Company hastetkto estimate fair value using the Black-Scholgtson
pricing valuation model. The value of the portidrttee award that is ultimately expected to vesesognized as
expense over the requisite service periods in tragainy’s Consolidated Statements of Income. Poithé
adoption of FAS 123(R), the Company accountedtficksbased awards to employees and directors tiseng
intrinsic value method in accordance with APB 25spiant to Statement of Financial Accounting Stadslar
No. 123,Accounting for Stock-based CompensatitfAS 123"). Under the intrinsic value method, stock-
based compensation expense was
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recognized in the Company’s Consolidated Statenwritecome because the exercise price of the Cogipan
stock options granted to employees and directaraled the fair market value of the underlying statkhe date
of grant.

Stock-based compensation expense recognized Ddimpany’s Consolidated Statements of Income for the
three months ended March 31, 2006 included compiensaxpense for share-based payment awards granted
prior to, but not yet vested as of December 31520@sed on the grant date fair value estimateddéordance
with the pro forma provisions of FAS 123 and congagion expense for the share-based payment awards
granted subsequent to December 31, 2005, basdte @rant date fair value estimated in accordante tive
provisions of FAS 123(R). As stock-based compeoratikpense recognized in the Consolidated Statesnoént
Income for the first quarter of 2006 is based oaras ultimately expected to vest, it has been red dor
estimated forfeitures. FAS 123(R) requires forfegtuto be estimated at the time of grant and rdyise
necessary, in subsequent periods if actual forestdiffer from those estimates.

The Company’s determination of fair value of shbased payment awards on the date of grant usiogtion-
pricing model is affected by the Company’s stodkgas well as assumptions regarding a numbergbiiyi

complex and subjective variables. These variallelside, but are not limited to, the Company’s expestock
price volatility over the term of the awards, amtual and projected employee stock option exefoitaviors.

Stock-based compensation plans

In July 1996, the Company’s stockholders approv&8d,000 shares of common stock for grants under th
Company’s 1996 Stock Option Plan. This Plan wasraleé by the stockholders at the May 2001 Annual
Stockholders’ Meeting and at the May 2005 AnnuatBholders’ Meeting to increase the number of share
authorized for issuance thereunder by 1,000,0006680¢D00, respectively (as amended, the “Plai’jotal of
3,000,000 shares have therefore been approveddotsgunder the Plan. The Plan provides for thatgre
options intended to qualify as incentive stock apsi, and also provides for the grant of non-quiagyoptions
and restricted stock to employees, officers anectiirs of the Company. Options and restricted stoak be
granted to eligible employees, officers or direstof the Company at the discretion of the BoarDioéctors.
Vesting provisions are also at the discretion efBoard of Directors. Options may be granted abogtrices
based at or above the fair market value of theeshatrthe date of grant. The maximum term of thioog
granted under the Plan is ten years.

In May 1998, the Company adopted the Strayer Edugainc. Employee Stock Purchase Plan (“ESPP™).
Under the ESPP, eligible employees may purchaseslofthe Company's common stock, subject toicerta
limitations, at 90% of its market value at the dattpurchase. Purchases are limited to 10% of grieme's
eligible compensation. The aggregate number ofeshafrcommon stock that may be made available for
purchase by participating employees under the ESP300,000 shares.



The table below sets forth the stock option agtifdt the three months ended March 31, 2006 anerattock
option information at March 31, 2006:

Weighted-
average
Weighted- remaining Aggregate
Number of average contractual intrinsic value
shares exercise price life (yrs.) (in thousands)
Balance, December 31, 20 1,103,33. % 62.7¢
Grants — —
Exercises (40,000 38.4z2
Forfeitures (20,000 95.1¢
Balance, March 31, 20( 1,043,33 63.1( 34 $ 42,91¢
Vested, March 31, 20C 637,91 $ 42.1¢ 23 % 38,35:
Exercisable, March 31, 20( 637,91 $ 42.1¢ 23 ¢ 38,352

The aggregate intrinsic value in the table abopeagents the total ptex intrinsic value (the difference betwe
the Company’s closing stock price on the last trgdlay of the first quarter of 2006 and the
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exercise price, multiplied by the number of in-theney options) that would have been received byt®n
holders had all option holders exercised theiragion March 31, 2006. The amount of aggregatmantrvalue
will change based on the fair market value of docls

The following table summarizes information regagd#tock option exercises for the three months ehieath
31, 2006 (in thousands):

For the three months ended

March 31,
2005 2006
Proceeds from stock options exerci: $ — $ 1,537
Tax benefits related to stock options exerci — 982
Intrinsic value of stock options exercis(1) — 2,56¢

(1) Intrinsic value of stock options exercised is estied by taking the difference between the Compacig'sing stock price on the date of
exercise and the exercise price, multiplied byrtheber of options exercised for each option hotdet then aggregated.

The following table summarizes information abow #iock options to purchase the Company’s comnuk st
at March 31, 2006:

Options Outstanding Options Exercisable
Weighted-
Number average Weighted- Number Weighted-

Range of outstanding remaining average exercisable average



exercise prices at 3/31/06 contractual life (yrs.) exercise price at 3/31/06 exercise price
$33.6¢-49.33 496,25( 21 $ 38.3¢ 466,25( $ 37.6¢4
$53.6:-67.87 215,00: 24 % 54 .4: 171,66° $ 54.3¢
$83.8(-119.72 332,08: 5.8 $ 105.7( — —
$33.6¢-119.72 1,043,33. 34 $ 63.1( 637,91 $ 42.14

The table below sets forth the restricted stockiigtfor the three months ended March 31, 2006:

Balance, December 31, 20
Grants@)

Vested share

Forfeitures

Balance, March 31, 20(

Number of
shares

Weighted-
average
grant price

4,50C $ 100.5¢

19,50(

91.2%

24,00 $

93.02

(@ Excludes 131,478 shares of restricted stock grant€ebruary 2006 which, based on stockholder aggrof a plan amendment at the
Annual Meeting of Stockholders on May 3, 2006, wdinmence being expensed in May 2006.

At March 31, 2006, total stock-based compensatast which has not yet been recognized was $241®mil

representing $15.6 million for unvested restricteatk (including 131,478 shares of restricted styraated in

February 2006 which will commence being expensedag 2006) and $9.3 million for unvested stock ops.
This cost is expected to be recognized over theé4iemonths on a weighted-average basis.
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Valuation and Expense Information Under FAS 12&i®) Proforma Information Under FAS 123 for Periods

Prior to January 1, 200

For the three months ended March 31, 2005, had ensgtion expense been determined based on thefag
of the options at grant dates computed in accomariih FAS 123, the pro forma amounts would beotlews:

In thousands (except per share d
Net income
Stocl-based compensation expense, net o
Pro forma net incom
Net income per shar
As reported
Basic

For the three
months ended

March 31, 2005

$ 14,09
52t
ﬂ

$ 0.9¢



Diluted $ 0.94

Pro forma
Basic $ 0.92
Diluted $ 0.91

The following table summarizes the pro forma stbaked compensation expense related to employde stoc
options under FAS 123 for the three months endextMal, 2005, and the actual stock-based compensati
expense recorded for the three months ended MdrcR0B6 by expense line item, in thousands:

For the three
months ended

March 31,
2005
(Pro forma) 2006
Instruction and educational supp $ 12¢ % 214
Selling and promotiol 86 132
General and administratic 64€ 974
Stocl-based compensation expense included in operatipenee 861 1,32(
Tax benefil 33€ 50¢
Stocl-based compensation expense, net o $ 52t $ 811

For options granted during the three months endartiM31, 2005, the fair value of each option gresn
estimated on the date of grant using the Black-Bshmethod with the following weighteslrerage assumptior

For the three months
ended March 31, 2005

Dividend yield(®) 0.4&%
Expected volatility@) 34.0(%
Risk-free interest rat(3) 3.8(%
Expected option term (in yeai® 6.1C
Weighted average fair value of options grar $ 41.1¢

(1) The dividend yield assumption is based on the Cawyigahistory and expectation of dividend payouts.
(2)  The Company analyzed the historical volatility lné tCompany’s stock to estimate the expected vityatil
(3)  The risk-free interest rate assumption is based @bserved interest rates appropriate for the térthe Company’s stock options.

(4)  The expected option term was determined usingithpli§ied method for estimating expected optior lif

11
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As stock-based compensation expense recognizée i@dansolidated Statements of Income for the threeths



ended March 31, 2006 is based on awards ultimatgdgcted to vest, it has been reduced for estimated
forfeitures. FAS 123(R) requires forfeitures todstimated at the time of grant and revised, if sgaey, in
subsequent periods if actual forfeitures diffenfrthose estimates. Forfeitures were estimated b@asédstorica
experience.

6. Investments in Marketable Securities

Most of the Company’s excess cash is investedxiex@mpt money market funds and a diversified, tstesm,
investment grade, tax-exempt bond fund to mininti,eeCompany’s principal risk and to benefit frore thx
efficiency of the fund’s underlying securities. 88March 31, 2006, the Company had a total of $7ailbon
invested in the short-term tax-exempt bond funde ifivestments are considered “available-for-sads’they ar
not held for trading and will not be held to matyyrin accordance with Statement of Financial Actng
Standards No. 11%\ccounting for Certain Investments in Debt and Bg8ecuritiesThe Company records the
net unrealized gains and losses for changes iwvdisile as a component of accumulated other compséhe
income in stockholders’ equity. Realized gains sdes from the sale of marketable securities asedon the
specific identification method.

7. Long-Term Liabilities

Lease Incentive

In conjunction with the opening of new campuses,@ompany, in some instances, was reimbursed by the
lessors for improvements made to the leased piepehh accordance with Financial Accounting Stadda
Board ("FASB") Technical Bulletin No. 88-1, thesegdrovements were capitalized as leasehold improméesme
and a long-term liability was established for taenmbursements. The leasehold improvements anaiigeterm
liability will be amortized on a straight-line basiver the corresponding lease terms, which ramge five to
ten years. As of December 31, 2005 and March 316 2he Company had deferred lease incentives of
$3,481,000 and $3,287,000, respectively.

Lease Obligation

In accordance with the FASB Technical Bulletin 186-3, Accounting for Operating Leases with Schedule Rent
Increases, the Company records rent expense on a straightblasis over the initial term of a lease. The
difference between the rent payment and the strdilghrent expense is recorded as a long-ternilitiabAs of
December 31, 2005 and March 31, 2006, the Compadydkferred lease obligations of $2,783,000 and
$2,975,000, respectively.

Indemnification on the Sale of Student Lo

In 2003, the Company sold substantially all okitsdent loan portfolio to a national student loaarketing
organization. Under the terms of the Indemnificathgreement, the Company has indemnified the psehaf
the student loans for claims that may arise duedn documentation, regulatory compliance, and kemicing
for the student loans that were sold. As of Decartie 2005 and March 31, 2006, the Company haddedoa
liability of $100,000 and $75,000, respectively, floe indemnification.

12
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ITEM 2: MANAGEMENT'S DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

Cautionary Notice Regarding Forward Looking Statemats

Certain of the statements included in this “Managat’s Discussion and Analysis of Financial Comdlitand
Results of Operatiol” as well as elsewhere in this report on Form 10af@ forward-looking statements made
pursuant to the Private Securities Litigation RefioAct of 1995“Reform Act”). These statements are based on
the Company’s current expectations and are sultigeatnumber of assumptions, risks and uncertainties
accordance with the Safe Harbor provisions of tleéoRm Act, the Company has identified importantdiescthat
could cause the actual results to differ materidittym those expressed in or implied by such statésn&he
assumptions, uncertainties and risks include theepzf growth of student enrollment, our continuethpliance



with Title IV of the Higher Education Act, and ttegulations thereunder, as well as regional acctatiton
standards and state and regional regulatory reguiests, competitive factors, risks associated vighapening
of new campuses, risks associated with the offerimgew educational programs and adapting to ottteanges,
risks associated with the acquisition of existidg@ational institutions, risks relating to the timgi of regulatory
approvals, our ability to continue to implement guowth strategy, and general economic and market
conditions. Further information about these andesttelevant risks and uncertainties may be founthe
Company'’s annual report on Form 10-K and its otfikmgs with the Securities and Exchange Commissite
Company undertakes no obligation to update or efasward looking statements.

Additional Information

We maintain a website at http://www.strayeredugatiom.The information on our website is not incorporated
by reference in this Quarterly Report on Form 1@ our web address is included as an inactivausxt
reference only. We make available, free of changeugh our website, our Annual Report on Form 10-K,
Quarterly Reports on Form 10-Q, Current Reportd=anm 8-K and amendments to those reports filed or
furnished pursuant to Section 13(a) or 15(d) ofEHxehange Act as soon as reasonably practicabér afe
electronically file such material with, or furnishto, the SEC.

Results of Operations

In the first quarter of 2006, the Company gener&&d1 million in revenue, an increase of 19% comagao the
same period in 2005, as a result of average enealimrowth of 16% and a 5% tuition increase atahginning
of 2006. Income from operations was $25.0 millionthe first quarter of 2006, an increase of 11%hgared to
the same period in 2005. In 2006, the Company begmording stock-based compensation expense which
amounted to $1.3 million before tax. Net income %&6.0 million, an increase of 13% in the first garnof
2006 compared to the same period in 2005. Dilugedirgs per share was $1.10 in the first quart@006
compared to $0.94 in the same period in 2005. Shaslked compensation reduced diluted earnings pee sy
$0.05 in the first quarter of 2006.

Three Months Ended March 31, 2006 Compared to ThreMonths Ended March 31, 2005

Enrollment. Enrollment at Strayer University for the 200Ber term, which began January 9, 2006 and
ended March 26, 2006, increased 16% to 27,621 stadempared to 23,815 for the same term in 20@%0%s
the Strayer University campus network, new stuéanbliments increased 17% and continuing student
enrollments increased 16%. Out of Area Online émnhts increased 41%, while students taking 100%eif
classes at Strayer University Online (including pambased students) increased 27%. The total nuofiber
students taking any courses online (including sitglat brick and mortar campuses taking at leastmitine
course) in the 2006 winter term increased to 18,877

Revenues. Revenues increased 19% from $56.2 million enfitst quarter of 2005 to $67.1 million in the
first quarter of 2006 principally due to a 16% ie&se in the average enrollment and a 5% tuitioease in
2006. Although tuition increased 5% in 2006, reveepar student increased only 3% due in part tafaishmix
to graduate students who, on average, take fewsse$ than undergraduate students.
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Instruction and educational support expensednstruction and educational support expensegased
$3.5 million, or 19%, from $18.5 million in the $irquarter of 2005 to $22.0 million in the firstagter of 2006.
This increase was principally due to direct costsassary to support the increase in student ereotbn
including faculty compensation, related acadenatf salaries, and campus facility costs, whichéased $1.3
million, $0.7 million, and $0.8 million, respectiye The increase is also partly attributable ta2®@illion of
stock-based compensation expense which the Conigagan recording in 2006. Instruction and educationa
support expenses as a percentage of revenues sietigightly to 32.8% in the first quarter of 2F6d@m 32.9%
in the first quarter of 2005.

Selling and promotion expenses.Selling and promotion expenses increased $8l@m or 23%, from
$8.7 million in the first quarter of 2005 to $10rillion in the first quarter of 2006. This increasas principally
due to the direct costs required to generate lEadmrollment growth, the addition of admissiorsgonnel,
particularly at new campuses and at Strayer Unitye®nline, and stock-based compensation expensehvthe
Company began recording in 2006. Selling and pramatxpenses as a percentage of revenues incrizased



15.4% in the first quarter of 2005 to 15.9% in tingt quarter of 2006, which was largely attribueato
both marketing costs and staffing costs growingefathan tuition revenue.

General and administration expensesGeneral and administration expenses incread&drillion, or
44%, from $6.5 million in the first quarter of 2085$9.4 million in the first quarter of 2006. Thikrease was
principally due to increased employee compensatiahrelated expenses and higher bad debt expehidy, w
increased $1.0 million and $0.5 million, respediiv& he increase is also partly attributable taO$illion of
stock-based compensation expense which the Conigagan recording in 2006. General and administration
expenses as a percentage of revenues increaséd¥ i the first quarter of 2006 from 11.7% in fhiet
quarter of 2005 primarily due to the above factors.

Income from operations. Income from operations increased $2.5 millmn]11%, from $22.5 million in
the first quarter of 2005 to $25.0 million in thesf quarter of 2006 due to the aforementionedofactincome
from operations includes $1.3 million in stock-bdsempensation expense for the three months endedhv
31, 2006.

Investment and other income.Investment and other income increased $0.4amjlbr 57%, from $0.6
million in the first quarter of 2005 to $1.0 miltian the first quarter of 2006. The increase wastigo
attributable to an increase in investment yields amigher average cash balance.

Provision for income taxes. Income tax expense increased $1.0 million,186.1from $9.0 million in the
first quarter of 2005 to $10.0 million in the firgharter of 2006 primarily due to the increasenitoime before
taxes attributable to the factors discussed abbive.Companys effective tax rate was 38.5% for the first que
of 2006 compared to 39.0% for the first quarte2@®5, resulting primarily from investments in taxeenpt
securities.

Net income. Net income increased $1.9 million, or 13%, fri§i4.1 million in the first quarter of 2005 to
$16.0 million in the first quarter of 2006 becawo$¢he factors discussed above. Net income inclstiskbase(
compensation expense of $0.8 million for the fiygarter of 2006.

Liquidity and Capital Resources

At March 31, 2006, the Company had cash, cash abants and marketable securities of $126.2 million
compared to $119.8 million at December 31, 2005%&86.5 million at March 31, 2005. Most of the Camp's
excess cash is invested in tax-exempt money méarkds and a diversified, short-term, investmentgraax-
exempt bond fund to minimize the Company’s printifsk and to benefit from the tax efficiency oktfunds’
underlying securities. At March 31, 2006, the Comphad a total of $75.5 million invested in the gHerm
tax-exempt bond fund, having purchased an addit®8@.0 million in the first quarter of 2006. At Mz 31,
2006, the 406 issues in this fund had an averaggtaating of Aal, an average maturity of 1.1 gemnd an
average duration of 1.0 years, as well as an ageiatd to maturity of 3.5%. The Company had notdebof
December 31, 2005 or March 31, 2006.

For the quarter ended March 31, 2006, the Compangmted $24.9 million net cash from operatingvétets
compared to $19.3 million for the same period i0®20Capital expenditures were $3.3 million
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for the three months ended March 31, 2006 compar&d.6 million for the same period in 2005. Thisrease
was primarily attributable to the opening of thetaew campuses in the 2006 winter term compareo toew
campuses opened in the 2005 winter term. For theeuended March 31, 2006, the Company paid $8l®&m
in cash dividends to its common stockholders. Oytire three months ended March 31, 2006, the Compan
spent $14.0 million for the repurchase of 143,80@rss of common stock at an average price of $9¥et&har
as part of a previously announced common stockrebpise authorization. The Company’s remaining
authorization for common stock repurchases was0®idlion at March 31, 2006.

In the first quarter of 2006, bad debt expense pereentage of revenue was 2.5% compared to 2.2%do
same period in 2005. Days sales outstanding, @djustexclude tuition receivable related to futyuarters, wa
10 days at the end of the first quarter of 200&)gared to nine days in the same period in 2005.

Currently, the Company invests its cash in bankmigéat deposits, money market funds and a shont-tex-
exempt bond fund. In addition, the Company haslat two $10.0 million credit facilities from twimanks.
There have been no borrowings by the Company uhdse credit facilities. The Company believes é&xadting



cash, cash equivalents, and marketable secuitish, generated from operating activities, anddessary, cash
borrowed under the credit facilities, will be saféint to meet the Comparsytequirements for at least the nex
months.

The table below sets forth our contractual committs@ssociated with operating leases as of MarcBI6.
Although they have historically been paid by therpany, common stock dividend payments are not a
contractual commitment and, therefore, have beeludzd from this table.

Payments due by period (in thousands)

Total Within 1 Year 2-3 Years 4-5 Years After 5 Years
Operating lease $ 95,70¢ $ 11,97« $ 24,14: $ 2332( $  36,26:

New Campuses

The Company opened two new campuses in Pittsb&ahfor the 2006 spring term. The Company will open
two more new campuses for the 2006 summer terrme-toXirginia Beach, Va., its third campus in threater
Norfolk area, and the other in Atlanta, Ga., itgrtbh campus in that metropolitan area. These nempoaes will
increase the total number of Strayer University pases to 41. With two new campuses expected to fopehe
2006 fall term, the Company is on track to opeteigew campuses in 2006.

Business Outlook

Based on enrollment growth for the 2006 spring tand the planned investments in opening new cansptise
Company estimates in the second quarter of 2006edilEPS will be in the range of $0.93-$0.95, a034$1.04
excluding approximately $0.09 per share after fast@ck-based compensation expense as a resudbptiag
FAS 123(R). The Company estimates that it will nstock-based compensation expense of approximately
$0.36 per share after tax for the full year 2006.

ITEM 3: QUANTITATIVE AND QUALITATIVE DISCLOSURES
ABOUT MARKET RISK

The Company is subject to the impact of interet& changes and may be subject to changes in tHetmaues
of its future investments. The Company investexsess cash in bank overnight deposits, money mankds
and a short-term tax-exempt bond fund. The Compasynot used derivative financial instrumentssn it
investment portfolio.

Earnings from investments in bank overnight degositoney market mutual funds, and short-term taeaat
bond funds may be adversely affected in the fushi@uld interest rates change. The Company’s future
investment income may fall short of expectations thuchanges in interest rates or the Company nnidgrs
losses in principal if forced to sell securitieatthave declined in market value due
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to changes in interest rates. As of March 31, 260B)% increase or decrease in interest rates wmtldave a
material impact on the Company’s future earnings,falues, or cash flows related to investmentsaish
equivalents or interest earning marketable seestiti

ITEM 4: CONTROLS AND PROCEDURES

a) Disclosure Controls and Procedure The Company’s Chief Executive Officer and Chiafancial
Officer have evaluated the effectiveness of the @amy’s disclosure controls and procedures as otMar
31, 2006. Based upon such review, the Chief Exee@ifficer and Chief Financial Officer have conad
that the Company has in place, as of March 31, 2éféctive controls and procedures designed tarens
that information required to be disclosed by thenBany (including consolidated subsidiaries) in the
reports it files or submits under the Securitiestiange Act of 1934, as amended, and the rulesuhéeg,



is recorded, processed, summarized and reportééhviiite time periods specified in the Commission’s
rules and forms. Disclosure controls and procedmeade, without limitation, controls and procedsr
designed to ensure that information required tdibelosed by an issuer in reports it files or submnder
the Securities Exchange Act is accumulated and aomwated to the Company’s management, including
its principal executive officer or officers andqipal financial officer or officers, or persongfmeming
similar functions, as appropriate to allow timebctions regarding required disclosure.

b) Internal Control Over Financial Reportini  There have not been any changes in the Compantgrnal
control over financial reporting during the quareded March 31, 2006 that have materially affeated
are reasonably likely to materially affect, the Qamy’s internal control over financial reporting.
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PART Il — OTHER INFORMATION

Item 1. Legal Proceedings.

None

ltem 1A. Risk Factors

There have been no material changes to the riskrfapreviously described in Part I, Item 1A inaddn the
Company’s Annual Report on Form 10-K for the yaadtledd December 31, 2005.

Item 2. Unregistered Sales of Equity Securities ahUse of Proceeds.

As announced on November 3, 2003, the Company’sdBafaDirectors initially authorized the Company to
repurchase up to an aggregate of $15 million inev@f common stock through December 31, 2004 imope
market purchases from time to time at the discnetithe Company’s management, depending on market
conditions and other corporate considerations.altkrorization was increased by an additional $25amiin
May 2004, an additional $25 million in October 20@4 additional $25 million in July 2005, and arli&dnal
$20 million in October 2005. A total of $110 milfichas been authorized by the Company’s Board afdiirs
for share repurchases through December 31, 2006.

During the three months ended March 31, 2006, tragany used $14 million to repurchase shares ohwam
stock under its repurchase program. The Compaeymining authorization for common stock repurchaszs
$18 million at March 31, 2006. A summary of the Gramny’s share repurchases during the quarter fotht
below:

Approximate

Total number of dollar value of
shares shares that may
Total purchased as yet be purchased
number of Average part of publicly under the plans
shares price paid announced plans or programs
purchased per share or programs ($ mil)
Beginning Balance (at 12/31/0 $ 32.C
January — — — —
February 51,82: $ 97.8: 51,82: (5.2
March 91,97¢ $ 96.7¢ 91,97¢ (8.9

Total (at 3/31/06 143,800 $ 97.1¢ 143,800 $ 18.C




Item 3. Defaults Upon Senior Securities.

None

Item 4. Submission of Matter to a Vote of SecurityHolders.
None

Item 5. Other Information.

None

Item 6. Exhibits.

31.1 Certification of Chief Executive Officer puemnt to Rule 13a-14(a) of the Securities Act.

31.2 Certification of Chief Financial Officer puient to Rule 13a-14(a) of the Securities Act.

32.1 Certification of Chief Executive Officer puemnt to 18 U.S.C. Section 1350, as adopted pursaant
Section 906 of the Sarbanes-Oxley Act of 2002.

32.2 Certification of Chief Financial Officer puient to 18 U.S.C. Section 1350, as adopted pursaant
Section 906 of the Sarbanes-Oxley Act of 2002.

17

Table of Contents

SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causisdréiport to
be signed on its behalf by the undersigned theceduly authorized.

STRAYER EDUCATION, INC.

By: /sl Mark C. Brown

Mark C. Brown
Senior Vice President and Chief Financial Officer

Date: May 8, 2006

18

Table of Contents

Exhibit Index



Exhibit

Description

31.1

31.2

32.1

32.2

Certification of Chief Executive Officer pursuantRule 13a-14(a) of the Securities Act.
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Exhibit 31.1

CERTIFICATIONS

I, Robert S. Silberman, Chairman and Chief Exeeu@fficer of Strayer Education, Inc. (the “regastt™),
certify that:

| have reviewed this quarterly report on Form 10fGhe registrant;

Based on my knowledge, this quarterly report da#santain any untrue statement of a material dactimit to
state a material fact necessary to make the statemmeade, in light of the circumstances under wkioth
statements were made, not misleading with respetiet period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly
present in all material respects the financial dboml results of operations and cash flows ofrégistrant as of,
and for, the periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls
and procedures (as defined in Exchange Act Rulaslb8) and 15d-15(e)) and internal control oveaificial
reporting (as defined in Exchange Act Rules 13d}X5(d 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and proesgar caused such disclosure controls and proesdur
to be designed under our supervision, to ensutenthgerial information relating to the registrant,
including its consolidated subsidiaries, is madeviam to us by others within those entities,
particularly during the period in which this rep@rteing prepared;

(b) Designed such internal control over finanogdorting, or caused such internal control ovearfirial
reporting to be designed under our supervisiopytwide reasonable assurance regarding the
reliability of financial reporting and the prepaoca of financial statements for external purposes i
accordance with generally accepted accounting iples;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntais
report our conclusions about the effectiveness@fdisclosure controls and procedures, as of the en
of the period covered by this report based on swealtuation; and

(d) Disclosed in this report any change in thastegnt's internal control over financial reportititat
occurred during the registrant’s most recent fisgadrter (the registrant’s fourth fiscal quartettie
case of an annual report) that has materially sfte®r is reasonably likely to materially affeitte
registrant’s internal control over financial repog; and

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal
control over financial reporting, to the registrarguditors and the audit committee of the regigtsaboard of
directors (or persons performing the equivalentfiams):

(&) All significant deficiencies and material weakses in the design or operation of internal cbotrer
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to record
process, summarize and report financial informatord

(b) Any fraud, whether or not material, that inves management or other employees who have a
significant role in the registrant’s internal casitover financial reporting.

Date: May 8, 2006 /sl Robert S. Silberman
Robert S. Silberman

Chairman and

Chief Executive Officer
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Exhibit 31.2

CERTIFICATIONS

I, Mark C. Brown, Senior Vice President and Chigfancial Officer of Strayer Education, Inc. (the
“registrant”), certify that:

| have reviewed this quarterly report on Form 10fGhe registrant;

Based on my knowledge, this quarterly report da#santain any untrue statement of a material dactimit to
state a material fact necessary to make the statemmeade, in light of the circumstances under wkioth
statements were made, not misleading with respetiet period covered by this report;

Based on my knowledge, the financial statementsoéimer financial information included in this repdairly
present in all material respects the financial dboml results of operations and cash flows ofrégistrant as of,
and for, the periods presented in this report;

The registrant’s other certifying officer and | aesponsible for establishing and maintaining disate controls
and procedures (as defined in Exchange Act Rulaslb8) and 15d-15(e)) and internal control oveaificial
reporting (as defined in Exchange Act Rules 13d}X5(d 15d-15(f)) for the registrant and have:

(a) Designed such disclosure controls and proesgar caused such disclosure controls and proesdur
to be designed under our supervision, to ensutenthgerial information relating to the registrant,
including its consolidated subsidiaries, is madeviam to us by others within those entities,
particularly during the period in which this rep@rteing prepared;

(b) Designed such internal control over financggdorting, or caused such internal control ovearficial
reporting to be designed under our supervisiopytwide reasonable assurance regarding the
reliability of financial reporting and the prepaoca of financial statements for external purposes i
accordance with generally accepted accounting iples;

(c) Evaluated the effectiveness of the registsadisclosure controls and procedures and preséntais
report our conclusions about the effectiveness@fdisclosure controls and procedures, as of the en
of the period covered by this report based on swealtuation; and

(d) Disclosed in this report any change in thastegnt's internal control over financial reportititat
occurred during the registrant’s most recent fisgadrter (the registrant’s fourth fiscal quartettie
case of an annual report) that has materially sfte®r is reasonably likely to materially affeitte
registrant’s internal control over financial repog; and

The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluatiorterhal
control over financial reporting, to the registrarguditors and the audit committee of the regigtsaboard of
directors (or persons performing the equivalentfiams):

(&) All significant deficiencies and material weakses in the design or operation of internal cbotrer
financial reporting which are reasonably likelyatdversely affect the registrant’s ability to record
process, summarize and report financial informatord

(b) Any fraud, whether or not material, that ilves management or other employees who have a
significant role in the registrant’s internal casitover financial reporting.

Date: May 8, 2006 /s/ Mark C. Brown

Mark C. Brown
Senior Vice President and
Chief Financial Officel
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Exhibit 32.1

CERTIFICATION PURSUANT TO RULE 13b —14(b) OF THE SECURITIES EXCHANGE ACT AND
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECDN 906 OF THE SARBANES—
OXLEY ACT OF 2002

In connection with the Quarterly Report of Strafeiucation, Inc. (the “Company”) on Form 10-Q fibre
period ended March 31, 2006 as filed with the S&earand Exchange Commission on the date herbef (t
“Report™), I, Robert S. Silberman, Chairman anti€f Executive Officer of the Company, certify, puant to
18 U.S.C. 81350, as adopted pursuant to 8906 ddaieanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirengof section 13(a) or 15(d) of the Securities Exgfea
Act of 1934; and

(2) The information contained in the Report fairly gmets, in all material respects, the financial ctad
and results of operations of the Company.

/s/  Robert S. Silberman
Robert S. Silberman

Chairman and Chief Executive
Officer

May 8, 2006
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Exhibit 32.2

CERTIFICATION PURSUANT TO RULE 13b —14(b) OF THE SECURITIES EXCHANGE ACT AND
18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO SECDN 906 OF THE SARBANES—
OXLEY ACT OF 2002

In connection with the Quarterly Report of Strafeiucation, Inc. (the “Company”) on Form 10-Q fibre
period ended March 31, 2006 as filed with the S&earand Exchange Commission on the date herbef (t
“Report™), I, Mark C. Brown, Senior Vice Presideand Chief Financial Officer of the Company, dgrti
pursuant to 18 U.S.C. 81350, as adopted pursu&®d6 of the Sarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requirengof section 13(a) or 15(d) of the Securities Exgfea
Act of 1934; and

(2) The information contained in the Report fairly gmets, in all material respects, the financial ctad
and results of operations of the Company.

/s/  Mark C. Brown
Mark C. Brown

Senior Vice President and
Chief Financial Officel

May 8, 2006




