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STRAYER EDUCATION, INC.
CONDENSED CONSOLIDATED BALANCE SHEETS
(Amounts in thousands)
ASSETS
December 31 June 30
2000 2001
Current Assets (Unauditeq)
Cash and cash equivalel $ 25,19( $  46,13¢
Marketable securities available for sale, at faiue 5,91¢ 4,644
Shor-term investment- restrictec 1,00¢ 1,032
Tuition receivable, net of allowances for doub#uatount:s 15,26+ 13,24
Other current asse 757 571
Total current asse 48,13 65,62’
Student loans receivable, net of allowances fads 7,28¢ 7,742
Property and equipment, r 19,46¢ 22,52t
Marketable securities available for sale, at failue 43,98: —
Other asset 263 35&
Total asset $119,13¢ $  96,24¢
L] I
LIABILITIES AND STOCKHOLDERS ' EQUITY (DEFICIT)
Current Liabilities:
Accounts payabl $ 76¢ $ 49¢
Accrued expense 1,32¢ 1,85¢
Dividends payabli 99t 1,19¢
Unearned tuitior 17,98: 16,26:
Income taxes payab 328 1,64¢
Total current liabilities 21,39t 21,45¢
Mandatorily redeemable series A preferred s Par value $.01
8,000,000 shares authorized; 5,769,231 sharesaadtsy a
June 30, 200 — 146,92:
Stockholder' equity (deficit):
Common Stocl- Par value $.01; 20,000,000 shares authori
15,303,166 and 8,345,761 shares issued and ouitsie
at December 31, 2000 and June 30, 2001, respsc 15z 83
Additional paic-in capital 33,11¢ —
Retained earnings (accumulated defi 64,06¢ (72,21¢)
Accumulated other comprehensive inca 40:< —
Total stockholder equity (deficit) 97,744 (72,139
Total liabilities and stockholde’ equity (deficit) $119,13¢ $  96,24¢



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

For the three montt For the six month
ended June 3( ended June 3!

2000 2001 2000 2001

Revenues $20,32¢ $23,82¢ $41,45: $47,47(
Costs and Expense

Instruction and educational supp 7,22z 8,55: 13,81« 16,06:

Selling and promotio 2,151 2,57¢ 3,86¢ 4,83

General and administratic 2,52( 3,43¢ 4,92( 5,85(

11,89: 14,56¢ 22,59¢ 26,74¢

Income from operation 8,43 9,262 18,85¢ 20,72:

Investment and other incon 1,21¢ 95€ 2,01¢4 2,85¢

Income before income tax 9,651 10,21¢ 20,86¢ 23,58(

Provision for income taxe 3,77: 3,97( 8,181 9,19

Net income 5,87¢ 6,24¢ 12,68¢ 14,38t

Preferred stock dividends and accret — 95t — 95t

Net income available to common stockholc $ 5,87¢ $ 5,29: $12,68¢ $13,43(

[ | [ | [ | [ |

Basic net income per she $ 0.3¢ $ 0.4t $ 0.8¢ $ 0.9¢

[ | [ | [ | [ |

Diluted net income per sha $ 0.3¢ $ 0.4z $ 0.8z $ 0.9t

[ | [ | [ | [ |

STRAYER EDUCATION, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF COMP REHENSIVE INCOME
(Amounts in thousands)

For the three montt For the six month
Ended June 3( ended June 3!
2000 2001 2000 2001
Net income $5,87¢ $6,24¢ $12,68¢ $14,38t
Other comprehensive incorr
Unrealized loss on investments, net of te (25¢) — (14%) —
Reclassification adjustment for realiz
gains included in net incon — — — (403)
Comprehensive incon $5,62( $6,24¢ $12,54: $13,98:
I I | |

The accompanying notes are an integral part oktheasolidated financial statemer



STRAYER EDUCATION, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF CASH FLOW
(Amounts in thousands)

For the six months ended June

Cash flow from operating activitie 2000 2001
Net income $12,68¢ $ 14,38t
Adjustments to reconcile net income to net caskigea by activities

Deferred income taxe (62 —
Depreciation and amortizatic 984 1,24z
Gain on sale of marketable securil — (887)
Changes in assets and liabilit
Shor-term investment— restrictec (21) (24
Tuition receivable, ne 3,24t 2,02(
Other current asse 32 18€
Other asset 16¢ (92
Accounts payabl (74) (273)
Accrued expense 3 (510
Income taxes payab 53¢ 1,321
Unearned tuitior (2,227 (1,727
Student loans originate (2,599 (3,165
Collections on student loans receiva 2,37¢ 2,711
Net cash provided by operating activit 15,05¢ 15,19:

Cash flows from investing activitie
Purchases of property and equipm (1,327 (4,299
Purchases of marketable securi (5,239 —
Maturities of and proceeds from marketable se@as 2,25( 45,73¢

Net cash provided by (used in) investing activi (4,310 41,441

Cash flows from financing activitie
Exercise of stock optior 384 1,39(C
Repurchase of common sta — (179,379
Dividends paic (1,847 (1,996
Issuance of preferred sto — 150,00(
Payments for costs of tender offer and issuangeesérred stocl — (5,707

Net cash used in financing activiti (1,457 (35,68%)
Net increase in cash and cash equival 9,29¢ 20,94¢

Cash and cash equivale— beginning of perioc 12,21z 25,19(

Cash and cash equivale— end of perioc $21,50: $ 46,13¢

| |

Non-cash investing and financing activiti¢

Accrued expenses related to tender offer and issuahpreferred stoc — $ 1,04
| |

The accompanying notes are an integral part oktheasolidated financial statemer



STRAYER EDUCATION, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
Information as of June 30, 2000 and 2001 is unaudid.

1. Basis of Presentation

The financial statements are presented on a tdata basis. The accompanying financial statemierciude the
accounts of Strayer Education, Inc. (the Compasirgyer University, Inc. (the University), Educatiboan
Processing, Inc. (ELP) and Professional Educatman,(Pro Ed), collectively referred to herein s tCompany”
or “Companie¢

The results of operations for the three and sixtims ended June 30, 2001 are not necessarilyaindoof the
results to be expected for the full fiscal yead.idlormation as of June 30, 2001, and for thearard six months
ended June 30, 2000 and 2001 is unaudited butginginion of management contains all adjustmewotssisting
only of normal recurring adjustments, necessagrésent fairly the condensed consolidated finanpmaltion,
results of operations and cash flows of the Congsa

Certain information and footnote disclosures radtynncluded in financial statements prepareddocadance with
generally accepted accounting principles have beadensed or omitted. It is suggested that thesdersed
consolidated financial statements be read in caijoim with the financial statements and notes tioerecluded in
the Compan’'s December 31, 2000 Annual Report on Fori-K.

2. Nature of Operations

The University is a proprietary accredited ingidan of higher education that provides undergréelaad graduate
degrees in various fields of study through its feen campuses in the District of Columbia, Maryland Virginia
The University also offers re-time online courses via the Internet through Str&®line.

ELP is a finance company that purchases andcasrgtudent loans, principally for the Universkgr purposes of
the consolidated balance sheets, all of ELP’s ass®t liabilities have been classified as curreséts and
liabilities with the exception of student loanse®able, which have been classified as non-cuensistent with
industry practice

3. Income Per Share

Basic earnings per share is computed by divideigncome available to common shareholders byviighted
average number of shares of common stock outstgnDituted earnings per share is computed by digdiet
income by the weighted average common and potgntiditive common equivalent shares outstanding,
determined as follow:

For the three montt For the six month
ended June 3! ended June 3
(in thousands (in thousands
2000 2001 2000 2001
Weighted average shares outstanding us:
compute basic earnings per sh 15,33: 11,87¢ 15,31¢ 13,73¢
Incremental shares issuable upon the asst
conversion of preferred stos — 2,92¢ — 1,472
Incremental shares issuable upon
assumed exercise of stock opti 12¢ 16C 19z 11C

Shares used to compute diluted earnings



share 15,46: 14,96¢ 15,507 15,21¢

Incremental shares issuable upon the assumed sx@fobutstanding stock options are computed ubie@verag
market price during the related perio

3. Income Per Share (Continued)
Reconciliation of net income used to compute egper share

For the three montt For the six month
Ended June 3( ended June 3!
(in thousands (in thousands
2000 2001 2000 2001
Net income available to common stockholders t
to compute basic earnings per st $5,87¢ $5,29: $12,68¢ $13,43(
Plus: Impact of assumed preferred stock conver:
Preferred stock dividenc — 95& — 95k
Net income used to compute diluted earni
per share $5,87¢ $6,24¢ $12,68¢ $14,38t
| | I |

4. Credit Facility

The Company maintains a credit facility from ak#n the amount of $10.0 million. Interest on doyrowings
under the facility will accrue at an annual raté tooexceed 0.75% above the London Interbank Gdf&ate. The
Company does not pay a fee for this facility, lbuthie event of any borrowings, an origination fé&¢% will be
due on the amounts borrowed from time to time tineder.

5. Recapitalization

In November 2000, the Company and an investmenipgled by New Mountain Partners L.P. signed andefe
agreement whereby the investment group agreed ke arainvestment of $150 million in the Companydeinthe
terms of the agreement approved by the Companyasdaf Directors, the investment group purchaséd%231
shares of mandatorily redeemable series A prefestiaazk from the Company. The preferred stock hasighted
average dividend rate of 5.32% and is convertittie common stock at a price of $26.00 per share.ddmpany
used the $150 million, together with approximat&®6.1 million of its cash and marketable securjties
repurchase 7.175 million shares of outstanding comstock of the Company from the Company’s majority
stockholder at $25.00 per share. The recapitatizatias consummated on May 15, 2C

6. Recent Accounting Pronouncements

In June 2001, the FASB issued Statement of FinhAccounting Standards No. 141, “Business
Combinations” (“FAS 141”) and Statement of Finah8tandards No. 142, “Goodwill and Other Intangible
Asset” (“FAS 147").

FAS 141 supersedes Accounting Principles Boardi®pNo. 16 Business Combinations. FAS 141 reguine
purchase method of accounting be used for all legssicombinations initiated after June 30, 200hbéishes
specific criteria for the recognition of intangildesets separately from goodwill, and requiresloceted negative
goodwill to be written off immediately as an extrdgionary gain (instead of being deferred and amed):



FAS 142 supersedes Accounting Principles Boardi@pNo. 17, “Intangible Assets”. FAS 142 addresge
accounting for goodwill and intangible assets sgbsat to their acquisition. Goodwill and indefiniied
intangible assets can no longer be amortized, brigsted for impairment at least annually at #p®rting unit
level, and the amortization period of intangiblseds with finite lives will no longer be limited forty years. FAS
142 is effective for fiscal years beginning aftexdember 15, 200

The Company does not have goodwill or intangétsigets and the adoption of FAS 142 will not haweadfect on
the consolidated financial statemel

ITEM 2: MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL
CONDITION AND RESULTS OF OPERATIONS

Certain of the statements included in this “Managelis Discussion and Analysis of Financial Conditand Results of Operations” as well
as elsewhere in this report on Form 10-Q are fomvknoking statements. These statements involve aisttsincertainties that could cause
actual results to differ materially from those eagsed in or implied by such statements. The knotruaknown risks include the pace of
growth of student enrollment, our continued comptwith Title IV of the Higher Education Act, eheé economic environment. Furtt
information about these and other relevant riskd ancertainties may be found in the Company’s ahregort on Form 10-K and its other
filings with the Securities and Exchange Commissdirof which are available from the Commissiorddrom the Compar's world wide
web site ahttp://www.strayer.edas well as from other sources.

Three Months Ended June 30, 2001 Compared to Thrddonths Ended June 30, 2000

RevenuesRevenue increased 17% from $20.3 million in theoed quarter of 2000 to $23.8 million in the secqodrter of 2001,
principally due to an increase in student enrollteemd a 5% tuition increase effective for 2001.

Instruction and educational support expensksstruction and educational support expenses asem 18% from $7.2 million in the
second quarter of 2000 to $8.6 million in the sekcquarter of 2001. A salary increase of 4% effectiv2001, the addition of new faculty due
to enrollment growth, and the addition of two neampuses contributed to the increase.

Selling and promotion expenseSelling and promotion expenses increased 20% $212 million in the second quarter of 2000 to
$2.6 million in the second quarter of 2001, primdyp due to an increase in advertising costs rdlatencreased advertising for the new
campus openings and the Company’s Strayer Onlitndtaes, and increases in the number of admissiepsesentatives.

General and administration expenséseneral and administration expenses increasedf@8#6$2.5 million in the second quarter of
2000 to $3.4 million in the second quarter of 2@0& to an increase in personnel and the additiennafw chief executive officer, chief
operating officer, general counsel, chief technyplofiicer, and a new marketing director.

Income from operationsOperating income increased 10%, from $8.4 millmthe second quarter of 2000 to $9.3 million ie #econd
quarter of 2001. The increase was due to the afeméoned factors.

Investment and other incom&vestment and other income decreased 22%, fraéhr$illion in the second quarter of 2000 to
$1.0 million in the second quarter of 2001. Therdase was due to a decline in the amount of mareetecurities outstanding and a
reduction in interest rates. The marketable saeanitere liquidated to help fund the Company’s shliapurchase. The decrease is also due in
part to shortening the duration of fixed incomeuwsiies in anticipation of the tender offer closing

Net income.Net income increased 6%, from $5.9 million in #eeond quarter of 2000 to $6.2 million in the secquarter of 2001.
Six Months Ended June 30, 2001 Compared to Six Mom$é Ended June 30, 2000

RevenuesRevenue increased 15% from $41.5 million for tixersonths ended June 30, 2000 to $47.5 milliortiercorresponding
period in 2001, principally due to an increasetirdent enroliments and a 5% tuition increase dffedbr 2001.

Instruction and educational support expensksstruction and educational support expenses asee 16% from $13.8 million for the six
months ended June 30, 2000 to $16.1 million forcthreesponding period in 2001. A salary increasé%feffective in 2001 and the addition
of new faculty due to enrollment growth and theitdd of two new campuses contributed to the inseea

Selling and promotion expens: Selling and promotion expenses increased 25% $8:/® million for the six months ended June 30, 2



to $4.8 million for the corresponding period in 20@ue to an increase in advertising costs, spadiifitelevision advertising, increased
advertising for the new campus openings and thep2owis Strayer Online activities, and increasethénnumber of admissions
representatives.

General and administration expensd3eneral and administration expenses increasedft®®$4.9 million for the six months ended
June 30, 2000 to $5.9 million for the correspondiegod in 2001, principally due to the additionnefw campuses, an increase in
administrative personnel and the addition of a nbigf executive officer, chief operating officegrporate counsel, chief technology officer,
and a new marketing director.

Income from operationsOperating income increased 10%, from $18.9 milfmmthe six months ended June 30, 2000 to $20llbmfor
the corresponding period in 2001. The increaseduago the aforementioned factors.

Investment and other incomévestment and other income increased 42%, from $#llion for the six months ended June 30, 2GDO0 t
$2.9 million for the corresponding period in 200he increase was due to gains resulting from thédation of the majority of the
Company’s marketable securities to help fund then@any’s tender offer.

Net income.Net income increased 13%, from $12.7 million fog 5ix months ended June 30, 2000 to $14.4 miltothe corresponding
period in 2001.

Liquidity and Capital Resources

For the six months ended June 30, 2001, tmepgany generated cash from operating activitiekl6f2 million. Net cash provided by
investing activities was $41.4 million, principafiyom the sale of marketable securities. Net casldun financing activities was
$35.7 million, principally related to the repurchasf common stock, net of the issuance of prefestedk related to the tender offer.

At June 30, 2001, the Company had cash, egsivalents and marketable securities of $50.8anillln addition, the Company has
available a $10.0 million credit facility from aitda

The Company used the $150 million proceedl® fthe sale of its mandatorily redeemable seripseferred stock, combined with
$36.1 million of its cash and marketable securitie®ffect a tender offer to purchase 7.175 milkhares of the Company’s common stock at
a price of $25.00 per share in the second quaft20@l. The Company believes that existing cashcaisti equivalents, marketable securities,
cash generated from operating activities and, ééseary, cash borrowed under the credit facilitylvei sufficient to meet the Company’s
requirements for at least the next 24 months.

ITEM 3: QUANTITATIVE AND QUALITATIVE DISCLOSURES
ABOUT MARKET RISK

The Company is exposed to the impact of @sterate changes and changes in the market vdlitssrovestments. The Company invests
its excess cash in marketable securities and icatt of deposit. At June 30, 2001, the Compaimy'sstments include certificates of deposit
and money market funds. The Company employs eshtadlipolicies and procedures to manage its exptseteanges in the market risk of
its marketable securities, which are classified\aslable-for-sale as of June 30, 2001. The Combaisynot used derivative financial
instruments in its investment portfolio.

Investments in fixed rate interest earnirggriiments carry a degree of interest rate risks&securities may have their fair market value
adversely impacted due to a rise in interest réw@estments in certificates of deposit and moneyket funds may adversely impact future
earnings due to a decrease in interest rates.bpart to these factors, the Company’s future itnaeat income may fall short of expectations
due to changes in interest rates or the Companysuifigr losses in principal if forced to sell sétias which have declined in market value
due to changes in interest rates. As of June 3M,2010% increase or decline in interest ratelsnotl have a material impact on the
Company’s future earnings, fair values, or castvéloelated to investments in certificates of deposinterest earning marketable securities.
In addition, as of June 30, 2001, a 10% decreas®iket values would not have a material impadhenCompany’s future earnings, fair
values, financial position or cash flows relatednteestments in marketable equity securities.

10




PART Il — OTHER INFORMATION
ltem 1. Legal Proceedings.
None
Iltem 2.  Changes in Securities.

On May 15, 2001, we completeddhke of 5,769,231 shares of our series A convertiteferred stock to New Mountain Partners,
L.P. and DB Capital Investors, L.P. for an aggregatrchase price of $150 million. We relied onelkemption from registration under the
Securities Act of 1933 provided by Section 4(2)af Act.

Item 3.  Defaults Upon Senior Securities.
None
ltem 4.  Submission of Matter to a Vote of Secity Holders.

At the annual meeting of our &twalders held on May 21, 2001, the following matteere
submitted to a vote of our stockholders:

Proposa For Against Abstain No Vote

1. Election of Directors

Robert S. Silberma 14,326,28 359,47( 0 0
Todd A. Milano 14,519,37 166,37: 0 0
Dr. Jennie D. Seatc 14,537,09 148,66( 0 0
Roland Care' 14,537,09 148,66( 0 0
G. Thomas Waite Il 14,537,09 148,66( 0 0
Dr. Charlotte Beasa 14,537,09 148,66( 0 0
2. Approval of 1996 Stock Option Plan as Amen 10,356,63 1,372,72. 1,014,83. 1,941,55
3. Proposal to ratify the appointment of Pricewladeise
Coopers as independent public accountanthiéocompan’ 14,570,53 113,03! 2,18( 0

Iltem 5.  Other Information.
None
Item 6.  Exhibits and Reports on Form 8-K
a) Exhibits:
None
b)  Reports on Form 8-K:

On June 1, 2001, we filed a Current ReporForm 8-K to report the consummation of a reedigition involving the sale of our series
A convertible preferred stock and the completiothef tender offer for shares of our common stock.aléo announced our regular quarterly
common stock cash dividend of $0.065 per share.
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SIGNATURES

Pursuant to the requirements of the Securities &xga Act of 1934, this statement is being signed buly authorized officer of the
Registrant and in the capacity as the principarfaial officer.



STRAYER EDUCATION, INC.

Mark C. Brown
Senior Vice President and Chief Financial Officer

Date: August 14, 2001
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