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PART |

CAUTIONARY NOTICE REGARDING FORWARD-LOOKING STATEME NTS:

This document and the documents incorporated leyea€e herein include "forward-looking statements,
within the meaning of Section 27A of the Securithes of 1933, as amended (the "Securities Act") Sadtion
21E of the Securities Exchange Act of 1934, as a@®éifthe "Exchange Act"), including, in particuldre
statements about our plans, strategies and praspeder the headings "Management's Discussion aati/#is
of Financial Condition and Results of Operationsd 8Business.” We have typically used the wordsytha
"will," "expect," "believe," "estimate," "plan," fitend" and similar expressions in this documenttaed
documents incorporated by reference herein to iiyeforward-looking statements. We have based these
forward-looking statements on our current viewshwéspect to future events and financial perforreaActual
results could differ materially from those projatia the forward-looking statements. These forwlamking
statements are subject to risks, uncertaintiesaaadmptions, including, among other things:

« the pace of growth of student enroliment;

» our continued compliance with Title IV of thedtier Education Act and the regulations thereurater,
well as state regulatory requirements and accregédgency requirements;

» risks associated with changes in applicablerfddind state laws and regulations and accrediting
agency policies;

e competitive factors;

» risks associated with the opening of new camguse

« risks associated with the offering of new edigt®tl programs and adapting to other changes;

» risks associated with the acquisition of exigtaducational institutions;

«  risks related to the timing of regulatory appalsy

e our ability to continue to implement our onligeowth strategy; and

e general economic and market conditions.

You should not put undue reliance on any forwamkiog statements. You should understand that many
important factors, including those discussed utlgetheadings "Management's Discussion and Anatysis
Financial Condition and Results of Operations" #gsiness,"” could cause our results to differ niallgrfrom

those expressed or suggested in any forward-loaktmigments. Further information about these anelrot
relevant risks and uncertainties may be found disegvin this annual report on Form 10-K and inather



filings with the Securities and Exchange Commissitie undertake no obligation to update or revise
forward-looking statements.

Item 1. Business.

Overview

Our company is a for-profit post-secondary educaservices corporation. Our mission is to make high
quality, post-secondary education achievable amdemient for working adults in today's economy. ¥k to
fulfill this mission by offering a variety of acaac programs through Strayer University, both aditional
classroom courses and through Strayer Universitin@nStrayer University prides itself on makingspo
secondary education accessible to working adults missed or were previously unable to take advantédg
higher education opportunities.

Founded in 1892, Strayer University is an institatof higher learning that offers undergraduate and
graduate degree programs in business administratimounting, information technology, educatiord poblic
administration at 27 physical campuses in Pennsidydaryland, Washington, D.C., Virginia, NorthiGkna,
South Carolina and Tennessee. As of December 8B, 26 had more than 20,000

students enrolled in our programs. Strayer Unitgisiaccredited by the Middle States CommissiotHayher
Education ("Middle States"), one of the six regiar@legiate accrediting agencies recognized byt
Secretary of Education. Strayer University is cotiedito providing an education that prepares walddult
students for advancement in their careers and gsimfieal lives. It attracts students from aroundcitnentry and
throughout the world. As part of its program ofifeyi the University also offers classes via therimgethrough
Strayer University Online, providing its workingdtstudents a more flexible and convenient progaodiering
and allowing students worldwide to take advantdgst@yer University's programs.

We have experienced significant organic growthuagtonew campus openings and geographic expansion
over the last several years. Since our initial jpubffering in 1996, we have grown from eight caregsiin one
state and Washington, D.C. to 27 campuses in atgstind Washington, D.C. Our goal is to open ramptise
every year (with five new campuses planned for 2094filling out the Pennsylvania, Maryland, Wadition,

D.C., Virginia, North Carolina, South Carolina ahehnessee areas and by expanding into contiguates shat
exhibit strong enroliment potential. We have opebh@adf our campuses since the beginning of 2001hét
same time, we have developed a robust online eidagatogram. Since receiving regulatory approvaidffer
our degree programs through Strayer University i@nin 1997, we have experienced rapid growth, 615
students enrolled in at least one class throughy&trUniversity Online during the 2003 fall term.

In connection with our recapitalization in May 208d& hired a new senior management team, made
significant investments in information technolog§rastructure to support planned growth in ourromli
programs, and embarked on a diligent program to oygev campuses. As a result of these efforts bet\®660
and 2003 the rate of growth in our revenues ine@#s 23% on a compound annual basis, as our regenu
increased from $78.2 million in 2000 to $147.0 roillin 2003. During the same period, diluted eagaiper
share grew at a compound annual rate of 17%, awtued to invest heavily in our growth initisgs. For
more information relating to our revenues, prdditel total assets, please refer to our consolidatadcial
statements.

Industry Background and Outlook

The market for post-secondary education is largmyipg and highly fragmented. The U.S. Bureau of
Labor Statistics reports that approximately 60 iotillworking adults in the United States do not hangre than
a high school education. We believe that the denfi@andareer-oriented, post-secondary educationingliease
during the next several years as a result of sederaographic, economic and social trends, inclgidin

* anincrease in demand by employers for professiand skilled workers;

e aprojected 18% growth in the annual numberig lschool graduates from 2.8 million in 2000 t8 3.



million in 2010;

our expectation that the number of adults (pesstb years old and older) enrolling in post-seaond
education will increase significantly;

the significant and measurable income premiunbatable to post-secondary education; and

budgetary constraints at traditional colleged aniversities.

The adult education market is a significant andvging component of the post-secondary education etark
We believe that the market for pasteondary adult education should continue to irserea working adults se
additional education and training to update andrawe their skills in order to enhance their earsipgtential
and to keep pace with the increasing demands nbwledge-based economy. In addition, we believertiany
working adults will seek accredited degree progrémas provide flexibility to accommodate the fixechedules
and time commitments associated with their proteesj family and personal obligations.

In addition to Strayer, there are currently seveblip companies operating in the post-secondargaihn
market in which we operate. There are also numesmadler private companies operating in the postiseéary

Company Strengths

We have a 112-year operating history and a traordeof providing education programs for working
adults. We believe the following strengths positimto capitalize on the growing demand for postedary
education among working adults:

Consistent operating history. We have been in continuous operation since A8@have
demonstrated an ability to grow consistently arafifably. Our enrollments and revenues have grown
each year since our initial public offering in 1996

Practical and diversified curricula We offer core curricula in stable, high demanelas of
education. In order to keep pace with a changirmyedge-based economy, we constantly strive to
meet the evolving needs of our students and tie@yers by regularly refining and updating our
existing educational programs. Additionally, weliegte programs that are successful in a given
campus at additional locations throughout our neétved campuses. Strayer University currently
offers 62 different degree, diploma and certifigategrams, including emphases and concentrations,
to its students.

Focus on working adults pursuing degree programs.We focus on helping working adults pursue
college degrees in order to advance their caragearployment opportunities. We believe this is an
attractive market within the post-secondary edocasiector due to (1) the growing number of adult
students enrolling in post-secondary educationfarog and (2) the highly motivated nature of adult
students given the personal sacrifices and timenitments required to attend class while balancing
their busy schedules. We consider adult studertte twur primary customers, with the various
business and government organizations that prduitien assistance to their employees as our
secondary customers. With this focus on the custoragardless of whether they choose to take
classes at a physical campus or online, we haweamd reporting segment. In addition, we believe
that our focus on associate, bachelor's and grade¢| degree programs results in extended periods
of student enrollment and positively impacts trahility and predictability of our future revenues.
Approximately 94% of our students were enrolledégree programs for the 2003 fall term.



* Flexible program offerings. We maintain flexible quarterly programs thadwalworking adult
students to attend classes and complete coursemacalconvenient evening and weekend schedule
throughout the calendar year or asynchronouslhutiitétrayer University Online. During the fall
2003 quarter, approximately 90% of the courses fiexad were night or weekend courses excluding
asynchronous online classes. Additionally, we dgyedl Strayer University Online to enable students
to pursue a degree entirely online, thereby inéngahe convenience, accessibility and flexibility
our high quality educational content. Approximat&826 of our students enrolled for the 2003 fall
term were taking or have taken at least one catrseigh Strayer University Online. We believe that
these flexible offerings distinguish us from maragditional universities that currently do not
effectively address the unique requirements of wmgrladults.

» Attractive and convenient campus locatior Our campuses are located in growing metropolita
areas in the mid-Atlantic and Southern regions wltleere are large populations of working adults
with demographic characteristics similar to thoeuw typical students. Strayer University's cangs
are attractive and modern, offering conducive lg@yenvironments in convenient locations.

» Established brand name and alumni suppo  With a 112year operating history, Strayer Univer:
is an established brand name in post-secondary edutation, and our students and graduates work
throughout corporate America. Our extensive alunatwork (currently over 20,000 alumni
worldwide) and support system fosters additionatuigment opportunities and assists students with
job placement and career advancement. Strayer téitivgvas ranked in the Washington Busin
Journal's 2004 Book of Lists for having the seclamgest enroliment in graduate business and
management programs in the Washington, D.C. melitapa@rea.

* Strong owne-oriented management team. In connection with our May 2001 recapitalizatiove
developed a new growth strategy and hired a newiseranagement team in March of 2001 to
implement this strategy. As described below, urtdedeadership of Robert S. Silberman, our
Chairman and Chief Executive Officer, we have erkédron various initiatives to increase enrollrr
and expand our campuses. In addition, all of oniosefficers have made investments in Strayer
through outright share purchases in addition t@ thy@ion grants.

Company Strategy

Our goal is to be a leading provider of high qyatibst-secondary education programs for workindtadu
primarily in the areas of business administratamgounting and information technology. We have tified the
following factors as key to executing our growtragtgy:

* Maintain stable enrollment in our mature market At December 31, 2003, we had 14 mature
campuses (those in operation for more than thraesy.eOver the last five years, average enrollma
our mature campuses has remained stable, whilertuitis increased approximately 5% per year. Our
goal is to maintain stable campus enroliments innoature markets, while increasing revenues
through continuing market-based tuition increases.

*  Open new campuses. Our goal is to open new campuses every yedh fivie new campuses
planned for 2004) by filling out the PennsylvarVaryland, Washington, D.C., Virginia, North
Carolina, South Carolina and Tennessee areas aexpanding into contiguous states that exhibit
strong enrollment potential. We believe this sggteill leverage our existing investment in
curriculum, management and marketing infrastructure

Since our initial public offering in 1996, we lagrown from eight campuses to 25 campuses while
expanding into several states. We opened threeussspn 2001, in Baltimore, Maryland and in
Chesapeake and Newport News, Virginia. By the gp2id02 quarter, these three new campuses had



average enrollments ahead of the growth in avesagient enroliments we have experienced at new
campuses in the past. In July 2002, we began offelasses at three campuses in North Carolina (one
in Raleigh-Durham and two in Charlotte). In additisve opened new campuses in Nashville and
Memphis, Tennessee for the 2003 spring term. Dstrémg demand at our Raleigh-Durham, North
Carolina campus, we opened a second campus thetteef8003 summer term. We opened two new
campuses in Philadelphia for the 2003 fall termt @aw campuses have typically turned profitable
after five to six quarters of operation.

In 2004, we have opened two new campuses fangperm enroliment — one in Greenville, South
Carolina and one in Memphis, Tennessee, our semo@idhere. In addition, two campuses are planned
for Atlanta, Georgia and another one in a statera/laee currently have a campus. We have also
applied to operate in other states adjacent t@ouent operating region and expect to pursue a@p

in those states and open campuses in favorablegtapitc locations in such states as part of our
multi-year expansion plan.

* Expand Strayer University Online We actively market Strayer University Onlinelds. students
throughout all 50 states and to international sttslen a global basis. Strayer University Onling ha
demonstrated its success with both asynchronouddprand) and synchronous (real time) course
offerings that are favored by working adult studdmtcause of their quality and convenience. We
believe that the added flexibility of being ableofer both traditional and online courses allovggal
better serve our working adult students. Due tactrerenience and flexibility of online teaching,
particularly in the asynchronous or "on demandtfat, this medium has rapidly grown in acceptance
and is expected to continue to enjoy rapid gro®tirollment at Strayer University Online has grown
at a greater than 80% compounded annual growttsimte its inception in 1997. Enroliment in
markets outside of commuting distance to a Striyeversity physical campus has grown at a greater
than 50% compounded annual growth rate in thisodefihere were 10,615 students taking at least
one online course for the 2003 fall term. We intemdhake additional investments in Strayer
University Online to support the continued stromgvgth in this area.

» Develop corporate/institutional alliance: We believe we are well-positioned to pursuaificant
opportunities in the large corporate/institutiomadrket. Our convenient evening, weekend and online
courses provide an attractive solution for the atioa and training needs of employers and their
employees. We currently have sponsorship and raseiment arrangements of varying sorts with
90 corporations and government institutions, intlgdAT&T, Boeing, Computer Sciences
Corporation, EDS, General Motors, Northrup Grumnizepco, UPS, the U.S. Department of Defe
the General Services Administration, the PublicaBlcasting Service and the World Bank Group. We
are actively working with other corporations ansititutions to increase the number of such
arrangements.

*  Optimize the use of stockholders' capital. We periodically evaluate opportunities to aceuther
providers of post-secondary education. When expdoaicquisition opportunities, we seek schools that
we believe offer programs with a good strategitdiour current curricula and that have demongirate
compliance with regulatory requirements and actaéidn standards. We also seek out operations that
are located in geographic areas that possesstattrdemographic characteristics. In addition, Ve®
consider other factors such as price, the avaitglnif financing on acceptable terms, competitive
factors and the opportunity to improve operatingfggenance through the implementation of our
operating strategies. We compare potential acipisitto other alternative uses of our capital
(including but not limited to organic growth altetives, share repurchases and special or increased
dividends) in terms of return on capital and eniramnshareholder value. We have no current
commitments with regard to potential acquisitions.

Strayer University

Curriculum



Strayer University offers information technologydamusiness-oriented curricula to equip students wit
specialized and practical knowledge and skillscieers in business, industry and government. @adémic
Curriculum Committee periodically reviews and regghe University's course offerings to improve the
educational programs and respond to competitivagdsin job markets. In 1993, Strayer Universityrfed a
Curriculum Advisory Board. The composition of thariculum Advisory Board varies over time, but tyalily
consists of Strayer University faculty and repréatves from private and government employers. The
Curriculum Advisory Board supports the program aa#ibn process. Strayer University uses advice fitwen
Curriculum Advisory Board to make decisions abauticulum development, resource allocation and lfsicu
appointments. We regularly evaluate new prograndsi@grees to ensure that we stay current with ¢leels of
our students and their employers. In 2004, we Ipdeves to commence offering three new Master's @egre
programs in Maryland, Virginia and Washington, D Kaster of Education, Master of Health Services
Administration and Master of Public Administration.

Strayer University offers programs in the followiargas:

Graduate Programs Undergraduate Programs

* Master of Business Administration (M.B.A.) Deg » Bachelor of Science (B.S.) Degree
Accounting

e Master of Education (M.Ed.) Degree Business Administration
Computer Information Systems

» Master of Health Services Administration (M) Computer Networking

Degree Database Technology

Economics

» Master of Public Administration (M.P.A.) Degre International Business

Internetworking Technology
e Master of Science (M.S.) Degree

Communications Technology » Associate in Arts (A.A.) Degree

Information Systems Accounting

Management Information Systems Acquisition and Contract Management

Professional Accounting Business Administration
Computer Information Systems

» Executive Graduate Certificate Programs Computer Networking

Business Administration Database Technology

Computer Information Systems Economics

Professional Accounting General Studies
Internetworking Technology
Marketing

e Undergraduate Diploma Programs
Accounting
Acquisition and Contract Management
Computer Information Systems
Internetworking Technology
Network Security
Web Development

e Undergraduate Certificate Programs
Accounting
Business Administration
Computer Information Systel

Each undergraduate degree program includes corseal and written communication skills as well as
mathematics and various disciplines in the humesiind social sciences. In addition to our degliptgma and
certificate programs, we offer classes to non-degred non-program students wishing to take codoses
personal or professional enrichment.

Although all of our programs are generally offeeg@ach campus, the University adapts its courfesinds



to the preferences of the student population &t &amation. Strayer University students may enroll
courses at more than one campus and take coures.on

Strayer University structures its curricula to allstudents to advance sequentially from one legrignel
to another by applying credits earned in one prog@vard attainment of a more advanced degreeekample
a student originally pursuing a diploma in compumdéormation systems can extend his or her original
educational objective by taking additional courgesgling to an A.A. degree in computer informatigatems, a
B.S. degree in computer information systems, atichately an M.S. degree in information systemssThi
curriculum design provides students a level of cetapcy and a measure of attainment in the event the
interrupt their education or choose to work in thigld of concentration prior to obtaining theindl degree.

Strayer University Online

In August 1997, we began the operation of Stray@wéisity Online. Through Strayer University Onljine
the University offers courses and degree programshe internet using both synchronous (real tiare)
asynchronous (on demand) approaches to onlineitegifhe asynchronous format was first utilizecttogy
University in the summer 2001 quarter and has gr@apidly due to increasing demand. Students magy adlkof
their courses solely through Strayer Universityi@mbr may take online courses as a supplemenaddibnal,
site-based courses. A student taking classes thrStrgyer University Online has the same admisaiah
financial aid requirements, policies and procedaras receives the same student services as otlagest
University students. Tuition for Strayer Universiyline courses is the same as for campus coubseisg the
fall 2003 quarter, Strayer University had 10,6 1lents participating in its online programs, 8,585@vhom
took classes solely through Strayer University @ali

Faculty

Strayer University seeks to appoint faculty whodhappropriate academic credentials, are dedicattie
professionals in their field and are enthusiastid @@mmitted to teaching working adults. In accamawith oul
educational mission, the University faculty focuge®fforts on teaching. The normal course loadaféull-time
faculty member is four courses per quarter for eddhree quarters, or 12 courses per academic Wi the
approval of the campus deans, faculty members gaohta fifth course per quarter and extra courseagithe
summer quarter for additional compensation. Stréjeversity requires full-time faculty members toldh
student counseling hours at least two hours pekvia@esach course they teach.

We provide financial support for faculty memberslseg to update their skills and knowledge. Strayer
University maintains a tuition plan that typicatlsimburses instructors enrolled in advanced degregrams fo
50% of the tuition for one new course per term emaducts annual in-house faculty workshops in each
discipline. Strayer University also fully reimbussiés faculty for their costs in receiving approvesputer-
related instruction and training to keep currennformation technology developments. We beliewa thur
dedicated and capable faculty is one of the keymitsuccess.

Organization of Strayer University

Strayer University organizes its academic prograntsadministrative operations on a regional andpcesm
basis. The University's annual financial budget angrall academic and business decisions are ditdmt its
Board of Trustees. The Board of Trustees consfsicott Steffey, Strayer's Executive Vice Presidamdt Chief
Operating Officer and former Vice Chancellor of Bi@ate University of New York, as well as variousn
management members. The current Board of Trusteesbers are listed below:

Board of Trustees

Mr. Scott W. Steffey Mr. Steffey is the Chairman of the Board of Trustaad previously served
for four years as Vice Chancellor of the State @rsity of New York. Mr.
Steffey is the Executive Vice President and Chigéfating Officer of
Strayer.



Dr. Donald R. Stoddard Dr. Stoddard is a lifetime academician and the farRresident of Strayer
University.

Dr. Charlotte F. Beason Dr. Beason is a consultant in education and healte administration.
Previously, Dr. Beason was the Chair of the Comimissn Collegiate
Nursing Education and Program Director, U.S. Dapartt of Veteran
Affairs and is also a Director of Stray:

Mr. Roland Carey Mr. Carey is a former Director of Strayer and poesly served as an advi:
to the Louisa County Public School System of Virgiand a school
Program Coordinato

Dr. Eliot A. Cohen Dr. Cohen is Director of the Strategic Studies pangat Johns Hopkins
University. Previously, Dr. Cohen was an Assistrdfessor of Governme
and Assistant Dean of Harvard College. Dr. Cohendtso served as a
member of the Strategy Department of the UniteteSthlaval War College
and as a member of the Policy Planning Staff ofQffece of the Secretary
of Defense

Mr. Todd A. Milano Mr. Milano is President and Chief Executive OffiaérCentral Pennsylvan
College and is also a Director of Stray

Dr. Peter Salins Dr. Salins is Provost and Vice Chancellor for AcadeAffairs and Chief
Academic Officer at the State University of New K¢

Dr. Jennie Seaton Dr. Seaton is a former Director of Strayer and jmasty served as Assistant
Dean of Virginia Commonwealth Universil

Dr. J. Chris Toe Dr. Toe is the University's President. Prior tonjog Strayer in 1993, Dr.
Toe was a member of the economics faculty at Téeal University

Mr. G. Thomas Waite, Il Mr. Waite is the Chief Financial Officer and Trepmuof The Humane
Society of the United States and is also a Direat@trayer

Within the parameters of the academic and finardiraktion set by its Board of Trustees, Strayer
University is managed on a day-to-day basis bythiwersity President as to all academic mattersyelsas by
three Regional Directors and the Director of Strayeiversity Online who are, together with the Usnisity
President, responsible for implementing the Bodr@rostees' overall policy and meeting commercia a
budgetary goals for their respective areas. Intenfdithere is one Dean of Student Affairs whoeisponsible fo
ensuring the University is meeting the non-acadera&ds of students in all regions, one Dean of Acad
Development and Training and additional Regionaddemic Deans who oversee delivery of academic pnog
throughout the University's network of campusesie®key University administration officials are th&ector
of Financial Aid and Title IV Compliance, Directof Libraries, Director of Facilities, Director ofcademic
Records, Director of Institutional Research ande&sment, Director of Business Processes and Diretto
Business Development. The University's currentaestademic and commercial managers are listedvbelo

University Senior Management
Dr. J. Chris Toe — University President
Kristen Jones — Dean of Academic Development ardhirrg

James F. McCoy — Regional Director — North Carqli@auth Carolina, Tennessee and Georgia

Stan L. Petree — Regional Academic Dean — Nortlolta, South Carolina, Tennessee and Georgia



Reginald Rainey — Regional Director — Virginia

Dr. John R. Cronin — Regional Academic Dean — \fiigi

Michael O. Williams — Regional Director — Marylan@ennsylvania and Washington, D.C.
Keith D. Dillon — Regional Academic Dean — MarylariRennsylvania and Washington, D.C.
Pamela S. Bell — Director — Strayer University @weli

Betty G. Shuford — Dean of Student Affairs (all i@tgs)

Marjorie Arrington — Director of Financial Aid antitle IV Compliance

Ann Berger — Director of Business Development

Gregory Ferenbach — Deputy General Counsel

David A. Moulton — Director of Libraries

Randi S. Reich — Director of Business Processes

Geoffrey D. Roth — Director of Facilities

Michael K. Schuchert — Director of Institutional $&arch and Assessment

Cyndi L. Wastler — Director of Academic Records

Similarly, at the campus level, the day-to-day hess operations are managed by a campus manager and
the academic functions are overseen by a campus Haah campus is staffed with personnel performing
instructional, admissions, academic advising, fai@raid, student services and career developmetibns. A
learning resource center at each campus suppertdrtiversity's instructional programs. Each leagm@source
center contains a library and computer laborat@iesis operated by a full-time manager and supgiaft who
assist students in the use of research resources.

Corporate Senior Management

For a description of Strayer Education, Inc.'s @enianagement, see the biographical informatioffiostt
in "Item 10. Directors and Executive Officers" b&lo

Marketing

To generate interest among potential students,ngage in a broad range of activities to inform the
working adult public and their employers about phegrams we offer. These activities include: direil;
internet marketing; marketing to our existing stude print and broadcast advertising; student refeiand
corporate and government outreach activities. Diregponse methods (direct mail and email adved)sire
used to generate inquiries from potential studantstheir employers. Strayer University maintaiosths and
information tables at appropriate conferences apa® as well as at transfer days at communityegel.
Through our business-to-business outreach effeganarket our programs to corporations with perksales
calls, distribution of information through corpagantranets and human resource departments aniieon-s
information meetings. We implement a continuouskating strategy to record inquiries in our databease
track them through to application and registratiddditionally, we market information about new prams and
new locations to students and alumni to encourage to return for further education.

Student Profile

The majority of Strayer University students are kitog adults pursuing their first college degreén@rove
their job skills and advance their careers. Ofdfuelents enrolled in Strayer University's prograthe
beginning of the 2003 fall quarter, approximated@owere age 31 or older and approximately 75% were
engaged in a part-time (fewer than three coursels g@aarter) course of study. In the 2003 fall qeramur
students registered for an average of 8.7 couesditsr(about two classes per student).

Strayer University has a very diverse student bédyhe beginning of the 2003 fall quarter, approately
62% of students were minorities and approximat86®f students were women. Approximately 7% of the



University's students were international, includihgse taking courses through Strayer Universitiin@n
Approximately 3% of the University's students attve duty military personnel. Strayer Universitydes itself
on making post-secondary education accessible tkimgadults who missed or were previously unableake
advantage of education opportunities.

The following is a breakdown of our students bygoaon level as of the 2003 fall quarter:

Number Percentage of
Degree Programs of students Degree Students
Bachelors 12,20: 65%
Masters 4,107 22%
Associate 2,541 13%
Total Degree Studer 18,85 100(%
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Percentage o

Number Non-Degree
Non-Degree Programs of students Students
Diploma 421 33%
Undergraduate Certifica 65 5%
Graduate Certificat 59 5%
Undeclarec 742 57%
Total Nor-Degree Student 1,28 10(%

Our business is seasonal and as a result, oureglyartsults of operations tend to vary within arydue to
student enrollment patterns. Enroliment generallgighest in the fourth quarter, or fall term, dodest in the
third quarter, or summer term.

Student Admissions

Strayer University seeks to ensure that incomindestts have the necessary academic background to
succeed in their course of study. Students attgn8iirayer University's undergraduate programs ipossess a
high school diploma or a General Educational Dgwalent Certificate. Students attending Strayer Usitgs
graduate programs must have a bachelor's degmesincaccredited institution. If a student's undeigate
major varies widely from the student's proposedigase course of study, certain undergraduate fdiorda
courses may be necessary for admission to sonie ¢fighly technical courses offered at the gradigatel.

International students applying for admission nmset the same admission requirements as othemssude
Those students whose native language is not Engligdt provide evidence that they are able to usé&tiglish
language with sufficient facility to perform collegevel work in an English-speaking institution.

Tuition and Fees

Strayer charges tuition by the credit hour. All txms offered are 4.5 credit hours. As of Janua®04,
undergraduate full-time students are charged atatteeof $243.50 per credit hour. Undergraduaté trae
students are charged at the rate of $255.50 peit ¢vaur. Courses in graduate programs are chagtt rate
of $324.50 per credit hour. Accordingly, a full-erstudent seeking to obtain a bachelor's degririirnyears
currently would pay approximately $11,000 per vieauition. Strayer University implemented a tuitiprice
increase of 5% per credit hour effective Janua30D4 which is already reflected in the above duitiates.
Under a variety of different programs, Strayer mgity offers scholarships and tuition discountadtive and
reserve military students and in connection withows corporate and government sponsorship andruit
reimbursement arrangements.



Alternative Loan Program

Since 1995, Strayer University had managed a seliié¢d long-term student loan program for eligible
students as an alternative to government sponsoaed. Education Loan Processing, Inc., a whollyreay
subsidiary, administered this program for Strayeiversity.

In the fourth quarter of 2003, the Company solditalent loan portfolio for approximately $10 nahi
The Company believes that its students could heh®trved by professional lenders, and that thapamy
could avoid balance sheet risk associated with-teng lending by selling its portfolio to an estahkd bankin
entity.

Going forward, the Company may continue to origéniains which the Company expects will be divested
to various long-term lenders, but will not be ie thusiness of long-term lending to its students.
Strayer Foundation Scholarships

The Strayer University Education Foundation (theutkdation") was established by a former majority
stockholder of Strayer as an independent entipréoide scholarships and grant assistance for nsgedients
who wish to pursue a program of study at Strayavéisity. The Foundation has a nine

10

member Board of Trustees, including independent beem(as well as Mr. Steffey), and oversees a tyaofe
scholarship and grant programs for students basetigibility criteria established by the Foundat®Board of
Trustees.

Career Development Services

Although most of Strayer University's studentsadalts who are already employed, the Universitivabt
assists its students and alumni with job placeraadtother career-related matters through careeia@went
offices in each region where the University has pases. Strayer's career development personnel condu
workshops on employment-related topics (includiegume preparation, interviewing techniques andggaych
strategies), maintain job listings, arrange campigsviews by employers and provide other placement
assistance. Strayer University sponsors careey ifathe fall and spring quarters for students @achni to
discuss career opportunities with companies anémgorental agencies.

We regularly conduct alumni surveys to monitor ¢aeeer progression of our graduates and to support
outcomes assessment efforts required by MiddleStatd state regulators. In 2003, 625 recent alumni
participated in the study. Ninety-two percent (92&gorted being employed, and over two-thirds (88§.1
indicated having a new job or promotion since catipy their degree at Strayer University. Strayaiversity
students and graduates are employed by a wide drgnpanies and many governmental agencies.

Employees

As of December 31, 2003, Strayer University emptb§83 faculty members, of whom 140 were full-time
and 693 were part-time, and 690 non-faculty stafhformation systems, financial aid, recruitmend a
admissions, student administration, marketing anddn resources, corporate accounting and other
administrative functions. Of the University's nactlty staff, 546 were employed full-time and 14drev
employed part-time.

Intellectual Property

In the ordinary course of its business, Strayeettss many kinds of intellectual property that arevill be
the subject of copyright, trademark, service mpetent, trade secret or other protections. Suetiéctual
property includes Strayer's courseware materialslésses taught via the internet or other distdeaming
means and business know-how and internal procasseprocedures developed to respond to the regeiresm
of its operations and various education regulagggncies. Strayer also claims a common law rigtttéanark
"STRAYER" for educational services and has obtaiiegkbral registration of the mark.

Regulation

Regulatory Environment



The Higher Education Act and the regulations prayatdd thereunder require all higher education
institutions that participate in the various Tiféprograms, including Strayer University, bothcmmply with
detailed substantive and reporting requirementst@wehdergo periodic regulatory scrutiny. The Highe
Education Act mandates specific regulatory respmlityi for each of the following components of thigher
education regulatory triad: (1) the federal goveentrthrough the U.S. Department of Education ("Depant o
Education"); (2) the institutional accrediting agers recognized by the U.S. Secretary of Educatiah(3) stat
education regulatory bodies. The regulations, stedgland policies of these regulatory agenciesugct to
change.

Accreditation

Strayer University has been institutionally accredlisince 1981 by Middle States, a regional actinedi
agency recognized by the U.S. Secretary of Edutafiocreditation is a system for recognizing ediocel
institutions and their programs for performancésgnity, educational quality, faculty, physical eesces,
administrative capability and financial stabilityat entitles them to the
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confidence of the educational community and thdipulm the United States, this recognition comamarily
through private voluntary associations of insting and programs of higher education. These assoa
establish criteria for accreditation, conduct pestiew evaluations of institutions and professigmalgrams for
accreditation and publicly designate those insting that meet their criteria. Accredited schooéssubject to
periodic review by accrediting bodies to determirieether such schools maintain the performancegiityeand
quality required for accreditation.

Middle States is the same accrediting agency tlaattg institutional accreditation to other degresating
public and private colleges and universities irréigion (namely, Delaware, District of Columbia, iland,
New Jersey, New York, Pennsylvania, Puerto Ricoldu@l Virgin Islands). Accreditation by Middle Statis al
important attribute of Strayer University. Collega®d universities depend on accreditation in evalga
transfers of credit and applications to graduakmsls. Employers rely on the accredited statusigtitutions
when evaluating a candidate's credentials, andgstadgnd corporate and government sponsors uritientu
reimbursement programs look to accreditation fesuemnce that an institution maintains quality etiocal
standards. Moreover, institutional accreditationésessary to qualify for eligibility to particigain federal
student financial assistance programs. In 2000dMi&tates reaffirmed Strayer University's accegidin for a
ten-year period.

In 2000, the accrediting agencies that accredhdrigducation institutions in various regions & tnited
States adopted a "Policy Statement on Evaluatidnstitutions Operating Interregionally." Under tipmlicy,
both the "home" regional accreditor and the "hosgional accreditor cooperate to evaluate an utgtit that
delivers education at a physical site in the hostetitor's region. Although the home region iebol
responsible for final accreditation actions, asopen campuses in regions outside Middle Statesmetfie host
regional accreditors also will participate in tleeteditation process of such expansion operations.

State Education Licensure

We are authorized to offer our programs, includimgse offered through Strayer University Online thy
applicable educational regulatory agencies intates where our campuses and Strayer Universitinénl
facilities are located. We are dependent upon tiigogization of each state where we are physidatigted to
allow us to operate and to grant degrees or diptoimatudents in those states. We are subjecté¢ngxe
regulation in each of the eight jurisdictions (Pgyimania, Maryland, Washington, D.C., Virginia, Nor
Carolina, Tennessee, South Carolina and Georgiahioh we currently maintain campuses or are aighdrto
offer educational programs, and we will be subjectimilar extensive regulation in those additiosialtes in
which we may expand our operations in the fututateSaws and regulations affect our operationsraag limit
our ability to introduce educational programs dabksh new campuses. We are required by the Higher
Education Act to maintain appropriate state edoodicensure in each state where we maintain a oartat
participates in Title IV programs.

The increasing popularity and use of the internet @ther online services for the delivery of edimahas
led and may lead to the adoption of new laws agdlagory practices in the United States or foreiguntries or
to the interpretation of the application of exigtiaws and regulations to such services. Theselaws/and
interpretations may relate to issues such as théremment that online education institutions berigsed as a



school in one or more jurisdictions where they haoghysical location. New laws, regulations, or
interpretations related to doing business oveirtteznet could increase Strayer University Onlirm@'st of doing
business, affect its ability to increase enrollrsarid revenues, or otherwise have a material agledfesct on
our business.

Other Approvals

We are approved by appropriate authorities foretthecation of veterans and members of the selective
reserve and their dependents, as well as for thebiitation of handicapped veterans. In additiwa,are
authorized by the U.S. Department of Homeland Sc{(iDHS") to admit foreign students for studytime
United States subject to applicable requiremertie. DHS, working with the U.S. Department of Stadgeently
implemented a mandatory electronic reporting systamschools that enroll foreign students and ergea
visitors.

12

Financing Student Education

Students finance their Strayer University educaitioa variety of ways. A significant number of stumds
utilize federal financial aid. In addition, manyaifir working adult students finance their own ediaceor
receive full or partial tuition reimbursement fraheir employers. Congress has enacted severafteditcfor
students pursuing higher education and has provitea tax deduction for interest on student loand
exclusions from income of certain tuition reimburgat amounts. We also offer a variety of gran@ano
(including loans under the SEL Program), scholgshind work-study programs as financing option®tor
students.

In 2002, approximately 44% of Strayer Universistisdents participated in one or more Title IV peogs.
A substantial portion (approximately 55% in 2002par revenues are derived from tuition financedemTitle
IV programs.

Our financial aid programs are designed to askgibke students whose financial resources aregnadte
to meet the cost of education. Aid is awarded enbidisis of financial need, generally defined unkdeHigher
Education Act as the difference between the coattehding a program of study and the amount aestud
reasonably can be expected to contribute to thasenses. All recipients of financial aid must mainta
satisfactory grade point average and progresgiinedly manner toward completion of a program ofigtu

The 1998 amendments to the Higher Education A¢tttduk effect on October 7, 2000 address an
institution's return-of-funds policy with regardTdle IV programs. Under the return-of-funds pigien, the
institution must first determine the amount of &itV program funds that the student "earned." éf student
withdraws during the first 60% of any period of @iment or payment period, the amount of Title Ikbgram
funds that the student earned is equal to a paop@ttion of the funds for which the student woolderwise be
eligible. If the student withdraws after the 60%rpothen the student has earned 100% of the INitigrogram
funds. The institution must return to the appradgrititle IV programs, in a specified order and exahg the
Federal Work-Study Program, the lesser of the ureghTitle IV program funds or the institutional ctyas
incurred by the student for the period multipligdtbe percentage of unearned Title IV program furdas
institution must return the funds no later tharda@s after the date of the institution's deternimathat a
student withdrew. If such payments are not timeadm an institution may be subject to adverse mactio
including being required to submit a letter of d¢tedjual to 25% of the refunds the institution dkdduave made
in its most recently completed fiscal year. Strayelieves that Strayer University's return-of-fupaddicy and
practice is consistent with the current Higher Edion Act.

Title IV Programs

Strayer University maintains eligibility for itsugtents to participate in the following Title IV grams:

e Federal Pell Grants Grants under the Federal Pell Grant ("Pelltgoam are available to eligible
students based on financial need and other factors.

« Campus-Based Programs. The "campudased"” Title IV programs include the Federal Sumpgletal
Educational Opportunity Grant program, the Fed@ratk-Study program and the Federal Perkins



Loan ("Perkins") program.

e Federal Family Education Loan Pursuant to the Federal Family Education LoagiRm (the
"FFEL Program"), which currently includes the Fed&tafford Loan ("Stafford") program, the
Federal Parent Loan for Undergraduate Students{3P) program, and the Federal Consolidation
Loan Program, students and their parents can ofstainlending institutions subsidized and
unsubsidized student loans, which are guaranteedgmaranty agency and ultimately by the federal
government. Students who demonstrate financial negdqualify for a subsidized Stafford loan, and
the federal government will pay the interest onltam while the student is in school and until the
student's obligation to repay the loan begins. Usslized Stafford loans are available to studetits
do not qualify for a subsidized Stafford loan orsbme cases, in addition to a subsidized Stafford
loan.
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e Federal Direct Student Loan Under the William D. Ford Federal Direct Loamgram (the "Direc
Loan Program"), the Department of Education makassg directly to students rather than
guaranteeing loans made by lending institutionsy®&t University has not originated any loans under
this program, but utilizes other Title IV loan prags.

Other Financial Aid Programs

In addition to Strayer University's own studenti@ad scholarship programs, eligible studentsratySt
University may participate in educational assistapmgrams administered by the U.S. DepartmentetéNns
Affairs, the U.S. Department of Defense, the Distof Columbia and private organizations.

Financial Aid Regulation

To be eligible to participate in Title IV progran&trayer University must comply with specific stards
and procedures set forth in the Higher Educationaid the regulations issued thereunder by the irapat of
Education. An institution must, among other thingys authorized by each state within which it isgbglly
located to offer its educational programs and nadininstitutional accreditation by a recognizedradiing
agency. The institution also must be certified ty Department of Education to participate in Titlegprograms,
based on a determination that, among other ththggnstitution meets certain standards of adnriziise
capability and financial responsibility. For purpesof the Title IV programs, Strayer University aiidof its
campuses are considered to be a single "institatidrigher education” so that Department of Edwcati
requirements applicable to an "institution of higkducation" are generally applied to all of Strayaiversity's
campuses in the aggregate rather than on an indivixhsis. Strayer University and each of its caseplare
currently certified to participate in Title IV progms.

Congress reauthorizes the Higher Education Act@afmately every five to six years. Congress most
recently reauthorized the Higher Education Act®®8. It has begun review of the Higher Education fac
purposes of reauthorization and currently is exgabtd complete its review in 2004. In addition, Gass
reviews and determines appropriations for Titlgppdgrams on an annual basis. An elimination ofaderTitle
IV programs, a reduction in federal funding leveisuch programs, material changes in the requinésrfer
participation in such programs, or the substitutbmaterially different programs could reduce #iindity of
certain students to finance their education. Tihigrn, could lead to lower enroliments at Strayaiversity or
require Strayer University to increase its relianpen alternative sources of student financial Giden the
significant percentage of Strayer University's rexes that are derived indirectly from the Titlepkbgrams, the
loss of or a significant reduction in Title IV pn@gn funds available to Strayer University's studeuld have
material adverse effect on Strayer. In additior,régulations applicable to Strayer University hagen subject
to frequent revisions, many of which have increabedevel of scrutiny to which higher educatiostitutions
are subjected and have raised applicable standa&tsayer University were not to continue to cdyngwith
such regulations, such non-compliance might atfeztoperations of the University and its abilityprticipate
in Title IV programs. Certain elements of the regioins applicable to Strayer University are desatibelow.

Increased Regulatory Scrutiny

The 1992 amendments to the Higher Education Achétized, modified and strengthened the regulatory
structure known as the "Program Integrity Triadtiiet consists of the Department of Education, recey



accrediting agencies and state education regulatmies. Congress intended this initiative to iaseethe
regulatory scrutiny of post-secondary educationstifutions. The 1998 amendments to the Higher &tilue
Act preserve the Program Integrity Triad with sorenements. In addition to the Program Integritiad, othel
participants in Title IV programs, notably studédn guaranty agencies, also have enforcement iétytho

Administrative Capability

Department of Education regulations specify extemstiteria by which an institution must establikht it
has the requisite "administrative capability” totigdpate in Title IV programs. To meet the
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administrative capability standards, an institutiamong other things, must comply with all applieabitle IV
program regulations, must not have cohort defadts above specified levels, must have variousepiwes in
place for safeguarding federal funds, must notihd,not have any principal or affiliate who is, debd or
suspended from federal contracting or engagingtiity that is cause for debarment or suspensiwmst subm
in a timely manner all reports and financial stagets required by the regulations and must not wiilserappear
to lack administrative capability.

Provisional Certification

In certain circumstances, including a change inersip resulting in a change of control, the Departt
of Education may certify an institution's contingieligibility to participate in Title IV programsnca provisiona
basis that may extend no longer than through tdeoéthe third complete award year (July dune 30) from th
date of provisional certification. During the petiof provisional certification, the institution ntuomply with
any additional conditions included in its prograartjzipation agreement. If the Department of Ediacat
determines that a provisionally certified instituttiis unable to meet its responsibilities undepitggram
participation agreement, it may seek to revokdrikgtution's certification to participate in Titl& programs
with fewer due process protections for the ingtituthan if it were fully certified. Strayer Univaty currently is
provisionally certified due to a change in ownepsiund control that occurred when New Mountain cgésde
a controlling stockholder of Strayer under appllealegulations (see "Change in Ownership Resuitirgy
Change of Control").

Third Party Servicers

Department of Education regulations permit an fatin to enter into a written contract with a tharty
servicer for the administration of any aspect efithstitution's participation in Title IV programBhe thirdparty
servicer must, among other obligations, comply wWitle 1V requirements and be jointly and severdityle
with the institution to the Secretary of Educatfonany violation by the servicer of any Title IVqwision. An
institution must report to the Department of Edigrahew contracts with or any significant modificats to
contracts with third-party servicers as well asotimatters related to thiqgarty servicers. Strayer University F
written contracts with three third-party servicdfgiancial Aid Management for Education, Inc., Pestondary
Education Assistance Corporation and Weber anddass, Inc. The servicers each perform activitiated tc
Strayer University's participation in Title IV prams, such as certifying FFEL Program loan apptiost
preparing reports from Strayer University to thepBement of Education, issuing payments for thé &l
campus-based programs and issuing and collectirgnBdoans.

Financial Responsibility

The Higher Education Act and Department of Educategulations establish extensive standards of
financial responsibility that institutions such@tsayer University must satisfy in order to pagate in Title IV
programs. These standards generally require thiauséitution provide the services described irpifficial
publications and statements, provide the adminig&r@aesources necessary to comply with Title I'guieement:
and meet all of its financial obligations, includirequired refunds and any repayments to the Dejattof
Education for debts and liabilities incurred in grams administered by the Department of Education.

Department of Education standards utilize a comfdexula to assess financial responsibility. The
standards focus on three financial ratios: (1) tyguaitio (which measures the institution's capiéslources and
ability to borrow); (2) primary reserve ratio (whimeasures the institution's financial viabilityddiguidity) and
(3) net income ratio (which measures the instinii@bility to operate at a profit or within its ams). An
institution's financial ratios must yield a compesicore of at least 1.5 for the institution todeemed
financially responsible without the need for furtfiederal oversight. Strayer University has appttesl financial



responsibility standards to its audited financtatements as of and for the year ended Decemb&082,
and calculated a composite score of 3.0, the higluese available. Strayer therefore believes Stiatyer
University meets the Department of Education'sriaial responsibility standards.
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Student Loan Defaults

Under the Higher Education Act, an educationalitsbn may lose its eligibility to participate some or
all of the Title IV programs if defaults on the espnent of federally guaranteed student loans bstitdents
exceed certain levels. For each federal fiscal,\eaate of student defaults (known as a "cohdduderate") is
calculated for each institution with 30 or morero@rers entering repayment in a given federal figealr by
determining the rate at which borrowers who beceuigect to their repayment obligation in that fedéiscal
year default by the end of the following federatél year. For such institutions, the Departmerichicatior
calculates a single cohort default rate for eadeifal fiscal year that includes in the cohort alirent or former
student borrowers at the institution who enterguyenent on any FFEL Program or Direct Loan Progican
during that year.

The Department of Education issued new regulatiffestive July 1, 2001 regarding cohort defaulesat
Under these regulations, if the Department of Etapanotifies an institution that its three mosteat cohort
default rates are each 25 percent or greaterngtigution's participation in the FFEL Program, éair Loan
Program and Federal Pell Grant Program ends 30aftsrsthe notification, unless the institution ¢ty appeals
that determination on specified grounds and acogrth specified procedures. An institution's pgpttion in
the FFEL Program and Direct Loan Program ends $6 dter notification that its most recent cohartadilt
rate is greater than 40 percent, unless the itistittimely appeals that determination on specitiealinds and
according to specified procedures. An institutidmoge participation ends under these provisions moay
participate in the relevant programs for the remeirof the fiscal year in which the institution eaes the
notification, as well as for the next two fiscabys. The new regulations also address cohort detsalk for
institutions that have undergone a change in statich as acquisition or merger of institutions aoguisition o
another institution's branches or locations.

If an institution's cohort default rate equals xceeds 25% in each of the three most recent fetiscal
years, the institution may be placed on provisiaaatification status. Provisional certificationegonot limit ar
institution's access to Title IV program funds; lewmer, an institution with provisional status is jgabto closer
review by the Department of Education and may téestito summary adverse action if it violates&V
program requirements. Strayer University's cohefadit rates on FFEL Program loans for the 199902nd
2001 federal fiscal years, the three most receatsyr which this information is available, weré%, 4.7%
and 4.3%, respectively. The average cohort defatés for proprietary institutions nationally wé&&%, 9.4%
and 9.0% in fiscal years 1999, 2000 and 2001, ciisdy.

The "90/10 Rule"

Under what is commonly referred to as the "90/1Ruhe Higher Education Act provides that profaig
institutions of higher education, such as Strayeiversity, are eligible to participate in Title Mograms only if
they derive no more than 90% of their revenues fiathe IV programs, as determined in accordancé wait
formula described in the Department of Educatiquiaions. A proprietary institution that violatdée "90/10
Rule" loses its eligibility to participate in Titl programs for at least one year. During 2002axg#r University
derived 55% of its revenues from tuition financeder Title IV programs.

Incentive Compensation

As a part of an institution's program participatamreement with the Department of Education and in
accordance with the Higher Education Act, the tn§tin may not provide any commission, bonus oepth
incentive payment based directly or indirectly ancess in securing enrollments or financial aidrig person ¢
entity engaged in any student recruitment, admissay financial aid awarding activity. The Departref
Education recently promulgated regulations to fyafie incentive payment rule. The regulationsfegh 12
"safe harbors," which describe payments or arraegésrthat do not violate the incentive payment.rieéglure
to comply with the incentive payment rule coulduies loss of ability to participate in federaudent financial
aid programs or financial penalties. Although thema be no assurance that the Department of Edacatuld
not find deficiencies in Strayer University's pneiser former employee compensation and tipiadty contractue
arrangements, Strayer University believes
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that its employee compensation and third-partyreatiial arrangements comply with the incentive
compensation provisions of the Higher Education Act

Distance Learning and the "50% Rules"

Strayer University offers all of its existing degrand diploma programs through Strayer Universitjir@,
delivering instruction via internet-based telecomimations from Strayer's Distance Learning Cemtdrarton,
Virginia. Strayer University Online has been apgaWy the applicable regulatory agencies in atestahere
our campuses and Strayer University Online faesitare located. During the fall 2003 quarter, Stray
University had 10,615 students taking at leastarime course, 8,550 of whom took classes solelyuih
Strayer University Online.

The Higher Education Act generally excludes frorieliV program participation institutions at whiafore
than 50% of the institution's courses are offengddrrespondence or at which 50% or more of thitut®n's
students are enrolled in correspondence coursesSe&bretary of Education is authorized to waivdithiation
on student enrollment in correspondence courskisfier discretion in the case of institutions offg two- or
four-year programs leading to an associate or bactelegree. Department of Education regulaticastgan
automatic waiver of the limitation on student ehmant in correspondence courses if students edrall¢he
institution's correspondence courses receive faregnt or less of the total Title IV program fumdseived by
all students enrolled at the institution and thatifation offers two- or four-year programs leadiogan associate
or bachelor's degree. In addition, a student isetigible for Title IV program funds for a correspmence course
unless such course is part of a program leadig tassociate, bachelor's or graduate degree. TreHi
Education Act states that, with respect to ingting like Strayer University where at least halttoé programs
lead to an associate, bachelor's, or graduate elegistudent enrolled in a course of instructiat th offered in
whole or in part through telecommunications andi$et® a recognized certificate for a program ofigtof one
year or longer, or to a recognized associate, bacher graduate degree, is not considered tanballed in a
correspondence course, unless the total numbetesfdmmunications and traditional correspondenceses
offered by the institution equals or exceeds 50%heftotal number of courses offered by the institu For
purposes of the 50% rules, a course must be caesides being offered once during an award yeardégss of
the number of times it is offered during that yesang a course that is offered both on campus aliigeomust be
considered two courses for the purpose of detenmitiie total number of courses the institution fest during
an award year. Strayer University's policy is tswe that it remains in compliance with the 50%suly
monitoring its course offerings and ensuring thatnumber of courses offered through Strayer Usityer
Online will not equal or exceed one-half of theatatumber of courses offered by Strayer Universigfculated
in accordance with Department of Education regoifeti Strayer University does not offer traditional
correspondence courses.

Compliance Reviews

Strayer University is subject to announced and noanced compliance reviews and audits by various
external agencies, including the Department of &tian, its Office of Inspector General, state lgieg
agencies, guaranty agencies and accrediting agefidie Higher Education Act and Department of Etana
regulations also require an institution to submitwally a compliance audit of its administratiortlod Title IV
programs conducted by an independent certifiedipalscountant in accordance with Government Augditin
Standards and applicable audit guides of the Deyaantt of Education's Office of Inspector Generaladidition,
to enable the Secretary of Education to make am@tation of financial responsibility, an institati must
submit annually audited financial statements preghém accordance with Department of Education iegs.

Potential Effect of Regulatory Violations

If Strayer University fails to comply with the relgtory standards governing Title IV programs, the
Department of Education could impose one or monetgans, including transferring Strayer Univerdibythe
reimbursement or cash monitoring system of paynse@king to require repayment of certain Title ivids,
requiring the University to post a letter of cradifavor of the Department of Education as a ctolifor
continued Title IV certification, taking emergenagtion against the University, referring the mattercriminal
prosecution or initiating proceedings to impos@a br to limit,
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condition, suspend or terminate the participatibthe University in Title IV programs. In additioBtrayer
University's guaranty agencies could initiate pesliegs to limit, suspend or terminate Strayer Ursitg's
eligibility to provide guaranteed student loanshia event of certain regulatory violations. Althbuere are no
such sanctions currently in force, and Strayer Ersity does not believe any such sanctions or pxiogs are
presently contemplated, if such sanctions or proicgs were imposed against Strayer University @sdlted in
a substantial curtailment of the University's gaptation in Title IV programs, Strayer Universityuld be
materially and adversely affected.

If Strayer University lost its eligibility to padipate in Title IV programs, or if the amount ofadlable
federal student financial aid were reduced, thevsehsity would seek to arrange or provide alterreasigurces of
revenue or financial aid for students. The SEL Paogwould provide one such alternative, but thearetoe no
assurance that the SEL Program could provide lsafiteient to make up for the loss of Title IV pragn funds.
Although the University believes that one or moriggte organizations would be willing to providedincial
assistance to students attending Strayer Univethigye is no assurance that this would be the easkthe
interest rate and other terms of such student ¢imhaid might not be as favorable as those fdeTW program
funds. Strayer University may be required to gussamll or part of such alternative assistanceightincur
other additional costs in connection with secualtgrnative sources of financial aid. Accordinghg loss of
eligibility of Strayer University to participate ifitle IV programs, or a reduction in the amountwéilable
federal student financial aid, would be expectedaee a material adverse effect on Strayer Unityeesien if it
could arrange or provide alternative sources oémere or student financial aid.

Restrictions on Adding Locations and Educational &rams

State requirements and accrediting agency standaaglsn certain instances limit the ability of $tea
University to establish additional locations andgrams. Many states require approval before iniiita can
add new programs or teaching locations under dpdaibnditions. Middle States requires institutimet it
accredits to notify it in advance of implementirganprograms or locations, and upon notification magtertak
a review of the institution's accreditation. Basedts current understanding of how these standailtlbe
applied, the University does not believe that tretaedards will have a material adverse effecttoay8r
University or its expansion plans.

The Higher Education Act requires proprietary ingidns of higher education to be in full operationtwao
years before qualifying to participate in Title pyograms. However, the applicable regulations imyr
circumstances permit an institution that is alreqdslified to participate in Title IV programs tetablish
additional locations that are exempt from the tveasyrule. Such additional locations generally maglify
immediately for participation in the Title IV pragms, unless the location was acquired from anatisétution
that has ceased offering educational programsaatdhation and has Title IV liabilities that itm®t repaying in
accordance with an agreement to do so, and theraggjinstitution does not agree to be respondibtecertain
liabilities of the acquired institution. The newcition must satisfy all other applicable requiretadar
institutional eligibility, including approval of thadditional location by the relevant state auttiog agency and
the institution's accrediting agency. Strayer Ursitg's expansion plans assume its continued phdiestablish
new campuses as additional locations of Strayevésity under such applicable regulations and thete
avoid incurring the two-year delay in participationTitle IV programs. The loss of state authoii@ator
accreditation by Strayer University or an existaampus, or the failure of Strayer University oreavrcampus t
obtain state authorization or accreditation, waeldder Strayer University ineligible to participateTitle 1V
programs at least in that state or at that location

The Department of Education regulations requiréturtgons to report to the Department of Educationew
additional location at which at least 50% of agiéle program will be offered, if the institutionants to
disburse Title IV program funds to students entbléthat location. If the institution participatesTitle IV
programs under provisional certification, as théversity currently does as a result of New Mouritageasing
to be a controlling stockholder of Strayer undepl@@able regulations (see "Change in Ownership Ragun a
Change of Control"), and in other circumstancesisied in the Department of Education's regulatichs
institution must obtain Department of Educationrapgl for the new location before providing Tith |
assistance to students at that location. Otherwise,
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once it reports the location to the Departmentadidation, the institution may disburse Title IV gram funds
to eligible students at that location if the looatis licensed and accredited. Institutions arpaesible for
knowing whether they need approval, and institiitirat add locations and disburse Title IV progfands
without having obtained any necessary DepartmeBdofcation approval may be subject to administeativ
repayments and other sanctions. Strayer does lievé¢hat the Department of Education's regulatioil
create significant obstacles to Strayer Universiyans to add new campuses.

Generally, if an institution eligible to particigain Title IV programs adds an educational prog&diar it
has been designated as an eligible institutioninstiution must apply to the Department of Ediarato have
the additional program designated as eligible. H@rea degree-granting institution such as Strayaot
obligated to obtain Department of Education approvadditional programs that lead to an associzdehelor's
professional or graduate degree at a level alraadyded. Similarly, an institution is not requitedbtain
advance approval for new programs that both pregtagents for gainful employment in the same atesl
recognized occupation as an educational progratrhisapreviously been designated as an eligiblgraro at
that institution and meet certain minimum-lengtuieements. In the event that an institution thresinot have
the Department of Education's express approvahmaddition of a new program erroneously determthat
the new educational program is eligible for Titefunds, the institution may be liable for repayrnefTitle IV
aid received by the institution or students in eaotion with that program. Strayer does not beligna the
Department of Education's regulations will creagmigicant obstacles to Strayer University's pléamadd new
programs.

Change in Ownership Resulting in a Change of Conitro

Many states and accrediting agencies require utistits of higher education to report or obtain appt of
certain changes in ownership or other aspectsstifutional status, but the types of and triggerssiuch
reporting or approval vary among states and adinmgdigencies. In addition, Strayer University'sraditing
agency, Middle States, requires institutions thatcredits to inform it in advance of any substenthange,
including a change that significantly alters thenewship or control of the institution. Examplessabstantive
changes requiring advance notice to Middle Statelsidle changes in the legal status, ownershipran fuf
control of the institution, such as the sale of@ppietary institution. Middle States must appreveubstantive
change in advance in order to include the changieaiinstitution's accreditation status.

The Higher Education Act provides that an insti@ntthat undergoes a change in ownership resuttirag i
change of control loses its eligibility to partiatp in the Title IV programs and must apply to Brepartment of
Education in order to reestablish such eligibil&y institution is ineligible to receive Title IVrpgram funds
during the period prior to recertification. The Heg Education Act provides that the Departmentdiidation
may temporarily, provisionally certify an institati seeking approval of a change of ownership antra@iobase!
on preliminary review by the Department of Educatid a materially complete application receivedtigy
Department of Education within ten business dater #ifie transaction. The Department of Educatiop ma
continue such temporary, provisional certificat@na month-tanonth basis until it has rendered a final deci
on the institution's application. If the DepartmehEducation determines to approve the applicaditer a
change in ownership and control, it issues a prowvé certification, which extends for a period &g not late
than the end of the third complete award year falg the date of provisional certification. The Heg
Education Act defines one of the events that waidgier a change in ownership resulting in a chasfgntrol
as the transfer of the controlling interest of $hack of the institution or its parent corporati&or a publicly
traded corporation, the securities of which aresiregl to be registered under the Exchange Act, aschtrayer,
the Department of Education regulations implementite Higher Education Act define a change in owhigr
resulting in a change of control as occurring wagrerson acquires ownership and control of a catjmor such
that the corporation is required to file a Form 8vkh the Securities and Exchange Commission ("SJEC"
notifying that agency of the change of control. Tégulations also provide that a change in ownprahd
control of a publicly traded corporation occurs iperson who is a controlling stockholder of thepooation
ceases to be a controlling
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stockholder. A controlling stockholder is a stockies who holds or controls through agreement b&b ®r
more of the total outstanding voting stock of tieeporation and more shares of voting stock thanadhgr
stockholder.

Strayer University currently has DHS approval tonggdoreign students for U.S. study, subject to



applicable regulations. In certain circumstancd$SDnay require an institution to obtain approvaldo
change in ownership and control.

Pursuant to federal law providing benefits for vates and reservists, the University is approved for
education of veterans and members of the seleserve and their dependents by the state appragegcy in
the District of Columbia, Maryland, North Carolineennessee and Virginia. In certain circumstanstase
approving agencies may require an institution taiobapproval for a change in ownership and control

In March 2001, in order to complete the changevai@rship associated with Strayer's self-tenderr odfe
repurchase common shares and its issuance ofriessPePreferred Stock to New Mountain Partner®,. L.
which is a private equity fund managed by New MaimCapital, LLC, and MidOcean (formerly known aB D
Capital Investors, L.P.) which is a private eqditpgd managed by MidOcean US Advisor, L.P., Strayer
University was required to make a number of subimissto educational regulatory bodies, includingpag
others: (1) filing a "substantive change" repoittmiiddle States; (2) filing an application for appal to
participate in federal student financial aid pragsawith the Department of Education; (3) filinggwihe D.C.
Education Licensure Commission, the Maryland Higbeéucation Commission and the Virginia State Couwti
Higher Education; and (4) filings with the Immigmat and Naturalization Service of the U.S. Departhud
Justice (DHS's predecessor agency with respeatrtong other matters, foreign students and exchasdgers)
and state approving agencies for veterans bemefite District of Columbia, Maryland and Virginiall of the
applicable agencies approved the transaction, wdiaged in May 2001. As is customary for institaso
undergoing a change of ownership resulting in aaghaf control, the Department of Education retiedithe
University on a provisional basis through JuneZZm4.

In February 2004, New Mountain transferred the T8lsares, representing approximately 2.6% of the
outstanding common stock equivalents of StrayetheédNew Mountain Strayer Trust, an irrevocablsttrifhe
beneficiaries of the trust are all of New Mountsipartners, at the time of a distribution from titust, who are
U.S. citizens or residents for tax purposes. Befi@mesferring the Trust Shares to the trust, NewMain
irrevocably deposited into escrow the Trust Sharesgave to the trustee an irrevocable proxy te tto Trust
Shares during the escrow period. In connection thightransfer to escrow and the associated reduictiblew
Mountain's ownership and control below the Depantnoé Education 25% regulatory threshold, Strayer
University was required to make a number of subimissto educational regulatory bodies, includingpag
others, filing an application for approval to cont to participate in federal student financial@iograms with
the Department of Education. All of the applicatdgulatory agencies approved the transaction. Atfieer
Department of Education and other relevant regufagencies approved the change in ownership antlato
resulting from the transfer of the Trust Shares gdcrow, the escrow agent transferred the TrumteSHo the
New Mountain Strayer Trust. The University's edigrategulators, including the Department of Eduarat
Middle States and relevant state education agereitber do not require or have provided approwal i
connection with the sale of stock by the sellireckholders.

If Strayer University underwent a change of conthalt required approval by any state authority, ditd
States or any federal agency, and any requiredayy approval were significantly delayed, limiteddenied,
there could be a material adverse effect on Strdyérersity's ability to offer certain educatiomabgrams,
award certain degrees or diplomas, operate oneooe of its locations, admit certain students otipgate in
Title IV programs, which in turn would materiallpé adversely affect Strayer University's operatignshange
that required approval by a state regulatory aitthdvliddle States or a federal agency could alskay Strayer
University's ability to establish new campusesduaational programs and may have other adverséategy
effects. Furthermore, the suspension from Titlgtegrams and the necessity of obtaining regulaapprovals
in connection with a change of control may matgritinit Strayer University's flexibility in futurdinancing or
acquisition transactions.
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Additional Information

We maintain a website at http://www.strayereducatiom. The information on our website is not
incorporated by reference in this Annual ReporForm 10-K and our web address is included as atiirea
textual reference only. We make available, freehafrge through our website, our Annual Report amFbOK,
Quarterly Reports on Form 10-Q, Current Reportfam 8-K and amendments to those reports filed or
furnished pursuant to Section 13(a) or 15(d) ofEkehange Act as soon as reasonably practicalde et
electronically file such material with, or furnigho, the SEC.



The Form 10-K and other reports filed with the SE&@ be read or copied at the SEC's Public Reference
Room at 450 Fifth Street NW, Washington, D.C. 2034frmation on the operation of the Public Refere
Room can be obtained by calling the SEC at 1-80C-8&30.

Item 2. Properties.

As of December 31, 2003, we have 27 campuses arodhgr properties. We own six properties and lease
the others. The table below sets forth certainrmédion regarding each of the Company's propedties
December 31, 2003 (except as otherwise noted):

Campuses (27)

Approximate

Area In Year Initial Lease
Location Square Feet Term Expires (1)
Alexandria, VA 22,00( Facility is ownec
Anne Arundel, MD 18,00( 2017
Arlington, VA 25,00( 2022
Cary, NC 12,50( 2007
Charlotte (North), NC 12,50( 2007
Charlotte (South), N( 12,50( 2007
Chesapeake, V. 21,00( 2011
Chesterfield, VA 20,00( 2011
Delaware County (Springfield, P/ 13,10( 2010
Fredericksburg, V/ 17,50( 2006
Greenville, SC 11,83¢ 2010
Henrico County (Glen Allen, VA 20,80( Facility is ownec
Loudoun (Ashburn, VA 30,00( Facility is ownec
Lower Bucks County (Trevose, P. 12,40( 2010
Manassas, V/ 20,80( Facility is ownec
Memphis, TN (1) 13,00( 2008
Memphis, TN (II) 10,00¢( 2011
Montgomery County (Germantown, Ml 18,00( 2005
Nashville, TN 13,00( 2008
Newport News, VA 21,00( 2011
Owings Mills, MD 15,00( 2005
Prince George's County (Suitland, M 21,80( 2013
Raleigh, NC 12,00( 2010
Takoma Park (Washington, D.( 21,80( Facility is ownec
Washington, D.C 36,00( 2015 (2)
White Marsh (Baltimore, MD 20,00( 2010
Woodbridge, VA 20,80( Facility is ownec
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Other Properties (6)
Approximate
Area In Year Current Lease
Location Square Feet Term Expires (1)
Corporate Headquarters (Arlington, V 7,00C 202z

Corporate Headquarters (Rosslyn, \ 8,00( 201z



Regional Headquarters (Charlotte, N 2,20C 2007

Regional Headquarters (Jessup, N 5,10( 200¢
Regional Headquarters (Lorton, V. 16,20( 200t
Strayer University Online (Newington, V/ 21,60( 2011

(1) Facility leases typically have renewal options.

(2) In August 2003, the Washington, D.C. campusding was sold and the campus was relocated tasetbfacility nearby.

Item 3. Legal Proceedings.

From time to time, the Company is involved in létgn and other legal proceedings arising out ef th
ordinary course of its business. There are no pgnaiaterial legal proceedings to which the Comparspbject
or to which the Company's property is subject.

Item 4. Submission of Matters to a Vote of Secity Holders.

No matters were voted upon by stockholders dutiegdurth quarter of 2003.
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PART Il

ltem 5. Market for Registrant's Common Equity and Related Stockholder Matters.

Our Common Stock is traded on the Nasdaqg Natioraakbt under the symbol "STRA." The following
table sets forth, for the periods indicated, trghhlow, and closing sale prices of the Compangms@on Stock
as reported on the Nasdaq National Market.

High Low Close

2003
First Quarte! $ 59.0¢ $ 49.6( $ 54.9(
Second Quarte $ 80.0( $ 54.0¢ $ 795t
Third Quartel $ 103.4¢ $ 76.2¢ $ 96.7C
Fourth Quarte $ 112.8¢ $ 91.5( $ 108.8:

2002
First Quarte! $ 52.31 $ 42.3( $ 49.1(
Second Quarte $ 66.4¢ $ 48.0: $ 63.6(
Third Quartel $ 63.62 $ 47.1( $ 59.4¢
Fourth Quarte $ 62.9: $ 47.3¢ $ 57.5(

As of January 31, 2004, there were 10,703,395 stedr€ommon Stock outstanding, and approximately
100 holders of record. In addition, there exisuaber (approximately 4,500 as of January 31, 2604)
institutional and other holders of Common Stock séehares are held in nominee accounts by braRers.
January 31, 2004, we also had 3,936,876 sharesrigisSA Convertible Redeemable Preferred Stockiding
payment-in-kind dividends paid through JanuaryQ4 which were convertible (as of that date) ht® same
number of shares of Common Stock. We also hadanditg options to purchase 1,131,667 shares of Gomm
Stock as of January 31, 2004.



As announced on November 3, 2003, the Company'slBidirectors authorized the Company to
repurchase up to an aggregate of $15 million inevaf the Common Stock through December 31, 20@p&n
market purchases from time to time at the discnetibthe Company's management, depending on market
conditions and other corporate considerations.tmpany intends to effect such purchases in comg#iavith
Rule 10b-18 under the Securities Exchange Act 8418s amended. This Share Repurchase Plan may be
modified, suspended or terminated at any time byGbmpany without notice. The 2003 activity asseciavith
stock repurchases, all of which was part of a plphnnounced plan, is as follows:

Total number of shares repurchased in 2003 (aihduhe fourth quartel 32,35(
Average price per share repurcha $ 99.5¢
Amount available for future repurchas $11,780,00

We have established a policy of declaring quartealsh dividends at the rate of $0.065 per shar@¢$0
annually) on our Common Stock. Consistent with galcy, we have paid Common Stock dividends irhsuc
amount on a quarterly basis for more than the thasé years. Whether to declare dividends andriwuat of
dividends payable in the future will be reviewedipeically by our Board of Directors in light oféhiCompany's
earnings, cash flow, financial condition, capitaéds, investment opportunities and regulatory cemations.
There is no requirement or assurance that commadeaids will continue to be paid.

In 2001, we issued our Series A Convertible Red&deareferred Stock, the terms of which are desdrib
in detail in Note 7 to the Consolidated Financi@t&ments below. From May 15, 2001 until May 15)&0
dividends on these preferred shares accrue atrarahrate of 7%, with 3.5% payable in cash wherdikilend
is declared and the rest accrued in the form oftiatidl shares and compounding quarterly untilSleeies A
Convertible Redeemable Preferred Stock either atsvis redeemed, or a
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liquidation event occurs. Beginning on May 16, 208i6idends accrue at a rate of 3%, all of which aid in
cash when the dividend is declared. Commencing Efégy 15, 2004, the Company may effectively cause
conversion into common stock of our Series A Cofibier Redeemable Preferred Stock if our commonkstoc
trades at or above $52.00 per share for 20 coriseaays.

In November 2002, 2.3 million shares of Series Agutible Redeemable Preferred Stock were converted
into shares of common stock on a one for one leeEissold in a secondary public offering at $52.60ghare.
The Company received no proceeds from the offering.

In February 2004, the Company announced that iffitextia registration statement with the Securitied
Exchange Commission for a proposed secondary pfferi 3.0 million shares of common stock. The Conypa
will not receive any of the proceeds of the offgriin addition to the 3.0 million shares being off the
underwriters have an option to purchase 450,006estta cover over-allotments, if any. The commoarsh
proposed to be offered for sale will result frora ttonversion of convertible preferred stock andptéuial
exercise of an option currently held by New Mount@artners, L.P., New Mountain Strayer Trust and
MidOcean Capital Investors, L.P. (formerly DB CapPartners, Inc.).

Set forth in the table below is information pertagto securities authorized for issuance undereouiity
compensation plans. There are options but no wiararother rights existing under these plans.

Equity Compensation Plan Information
as of December 31, 2003

Number of securities
remaining available

Weighted average for future issuance
Number of securities to be exercise under equity
issued upon exercise of price of outstanding compensation plans

outstanding options, options, (excluding securities



Plan Category warrants and rights warrants and rights reflected in column (a))

€Y (b) (c)
1. Equity compensation plans

previously approved by security
holders

A. 1996 Stock Option Plan as
amended at the May
2001 Annual
Shareholders' Meetil 1,131,667 $41.05 334,405

2. Equity compensation plans
not previously approved by security
holders — — —

Total 1,131,667 $41.05 334,405

Iltem 6. Selected Financial Data.

The following table sets forth, for the periods atdhe dates indicated, selected consolidateddiahand
operating data. The financial information has béerived from our consolidated financial statements.

The information set forth below is qualified byeegnce to and should be read in conjunction with ou
consolidated financial statements and notes thamedd'Management's Discussion and Analysis of Fiizn
Condition and Results of Operations" and otherrinftion included elsewhere or incorporated by mfee in
this annual report.
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Year Ended December 31,

1999 2000 2001 2002 2003
(in thousands, except per share, percentage, ennoiént
and campus data)

Income Statement Data:

Revenue: $69,77¢ $78,21« $92,87¢ $116,71( $147,02!
Costs and expense

Instruction and educational supp 25,08: 28,18" 33,69¢ 41,60: 53,11¢

Selling and promotio 7,76t 8,48( 12,57¢ 16,77: 22,76¢

General and administratic 9,40¢ 10,62( 13,09 17,107 20,01:
Gain on sale of ass — — — — 1,772
Income from operatior 27,52« 30,927 33,50% 41,22¢ 52,90(
Investment and other incon 4,30z 4,75¢€ 3,791 1,77¢ 2,42(
Secondary offering expens — — — 49C _
Income before income tax 31,82¢ 35,68: 37,29¢ 42,51« 55,32(
Provision for income taxe 12,50( 13,97+ 14,48¢ 16,73( 21,64¢
Net income 19,32¢ 21,70¢ 22,80¢ 25,78¢ 33,67¢
Preferred stock dividends and accre! — — 5,01( 7,34¢ 5,13¢
Net income available to comm

stockholder: $19,32¢ $21,70¢ $17,79¢ $ 18,44( $ 28,53¢
Net income per share:

Basic $ 1.2 $ 1.4: $ 1.6z $ 214 $ 2.67

Diluted $ 1.2t $ 1.41 $ 15t $ 1.7¢ $ 227
Weighted average shares outstanding:

Basic 15,50¢ 15,32« 10,97( 8,617 10,69

Diluted (a) 15,71 15,45 14,737 14,51¢ 14,857

Other Data:



EBITDA (b) $29,41¢ $32,99( $36,15( $ 44,38 $ 57,267

EBITDA as % of revenu 42.2% 42.2% 38.% 38.(% 39.(%
Depreciation and amortizatic $ 1,89¢ $ 2,06¢ $ 2,64¢ $ 3,647 $ 4,367
Capital expenditure $ 4,851 $ 4,38¢ $ 6,274 $ 17,11c) $ 6,84C
Cash dividends per common sh $ 0.2¢ $ 0.2¢ $ 0.2€ $ 0.2¢ $ 0.2€
Enrollment (d) 11,50« 12,09¢ 14,00¢ 16,53: 20,13¢
Campuses (€ 13 14 17 20 25

At December 31,
1999 2000 2001 2002 2003
(in thousands)

Balance Sheet Data:
Cash, cash equivalents and marketable

securities $19,07¢  $ 32,11¢ $ 58,70¢ $ 67,25¢  $108,04(
Working capital (f) 18,17( 26,74 49,84¢ 55,90: 94,76(
Total asset 98,09¢ 119,13 110,48t 140,12: 182,55t
Long-term liabilities 141 — 763 2,05¢ 2,89«
Total liabilities 17,03t 21,39¢ 29,51: 39,94 53,89
Series A convertible redeemable

preferred stocl — — 148,34 93,80" 95,68t¢
Total stockholders' equity (defici 81,06 97,74« (67,377) 6,37t 32,97¢
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(@)

(b)

(©
(d)

Diluted weighted average shares outstandinigdeccommon shares issued and outstanding, thenaslsu
conversion of Series A Preferred Stock issued iy RI201, accrued payment-in-kind dividends on and
assumed conversion of the Series A Preferred Stodloutstanding options (using the Treasury Stock
Method).

As set forth in the table below, EBITDA is callated by adding back to net income the provisam f
income taxes and depreciation and amortization sabtracting from net income investment and other
income. We believe that EBITDA serves as an impiaancial analysis tool for measuring and
comparing financial information such as liquidibperating performance and leverage. EBITDA should
not be considered by the reader as an alternatimettincome or other cash flow measures determined
under generally accepted accounting principlesaadicator of our performance or liquidity. EBITDas
disclosed in this table may not be comparablertdlaily titted amounts disclosed by other companies

Year Ended December 31,

1999 2000 2001 2002 2003
(in thousands)
Net income $19,32¢ $21,70¢ $22,80¢ $25,78¢  $33,67
Provision for income taxe 12,50( 13,97 14,48¢ 16,73( 21,64¢
Investment and other incon (4,302 (4,75€) (3,79) (1,775 (2,420
Depreciation and amortizatic 1,89¢ 2,067 2,647 3,642 4,367
EBITDA $29,41¢ $32,99( $36,15( $44,38: $57,267

Reflects the purchase for $12 million of thpeeviously leased campus facilities in January 2002



Reflects student enrollment as of the beginnintheffall academic term for each year indicated.
(e) Reflects number of campuses in operation a¢titeof each period indicated.

(H Working capital is calculated by subtractingreunt liabilities from current assets.

Item 7. Management's Discussion and Analysis &inancial Condition and Results of Operations

You should read the following discussion in conjurt@on with "Selected Historical Financial and
Other Information," our consolidated financial statements and the notes thereto, the "Cautionary Noti
Regarding Forward-Looking Statements" and the other information appeaing elsewhere, or incorporatec
by reference, in this annual report.

Background and Overview

We are an education services holding company thias &trayer University and Education Loan
Processing, Inc. ("ELP"). The University is an ingion of higher education which as of DecemberZ103,
offered undergraduate and graduate degree progre®tscampuses in Pennsylvania, Maryland, Washingto
D.C., Virginia, North Carolina and Tennessee anddvade through Strayer University Online. Havingdits
student loan portfolio in the fourth quarter of 30the Company uses ELP to originate student lé@ns
expected future sale.

As set forth below, enrollment (measured by faiirtéo fall term), full-time tuition rates, revenyéscome
from operations and net income have all increasedhch of the last three years.
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Year Ended December 31,

2001 2002 2003
Fall term enrollmen 14,00¢ 16,53: 20,13¢
% Change from prior ye: 16% 18% 22%
Full-time tuition (per credit houl $210.0( $ 220.5( $ 232.0(
% Change from prior ye: 5% 5% 5%
Revenues (in thousanc $92,87¢ $116,71( $147,02!
% Change from prior ye: 19% 26% 26%
Income from operations (in thousan $33,507 $ 41,22¢ $ 52,90(
% Change from prior ye: 8% 23% 28%
Net income (in thousand $22,80¢ $ 25,78 $ 33,67
% Change from prior ye: 5% 13% 31%
Diluted net income per sha $ 1.6t $ 1.7¢ $ 227
% Change from prior ye: 10% 15% 28%

Strayer University derives approximately 98% ofrégenue from tuition collected from its studerise
academic year of the University is divided intorfguarters, which approximately coincide with therf
quarters of the calendar year. Students make paysanemgements for the tuition for each coursergadhe
beginning of the quarter. When students registecdarrses, tuition is recorded as unearned tuitidnich is
recognized as courses are taught through the adadearter. If a student withdraws from a coursemto
completion, the University refunds a portion of th#ion depending on when the withdrawal occutse T
University also derives revenue from various fagshsas application fees, placement examinationdads'no-
show" fees related to students who fail to atteadwase and do not officially withdraw. Interestrezd on the
Company's student loan portfolio and income geedrtbm the sale of its student loans are recoadesvenus

Strayer University records tuition receivable wistudents register for the academic quarter, gdggmabr
to the end of the previous academic quarter. BecthesUniversity's academic quarters coincide thieh
calendar quarters, tuition receivable at the enahgfcalendar quarter largely represents studéidrtulue for
the following academic quarter. Based upon pasteepce and judgment, the University establishes an



allowance for doubtful accounts with respect tooatts receivable not included in unearned tuitfmy
uncollected account more than six months past dustéidents who have left the University is charggdinst
the allowance. Our bad debt expense as a perceoftageenue for the years ended December 31, 2P,
and 2003 was 1.7%, 1.5% and 1.8%, respectively.

Strayer University's expenses consist of instracéind educational support expenses, selling andgiion
expenses, and general and administration expensgsiction and educational support expenses ghyera
contain items of expense directly attributablehte ¢ducational activity of the University. This erge category
includes salaries and benefits of faculty and agacladministrators. Instruction and educationalpgup
expenses also include costs of educational supghidgacilities, including rent on campus leasestain costs
of establishing and maintaining computer labora®end all other physical plant and occupancy cestls the
exception of costs attributable to the corporafieed.

Selling and promotion expenses include salariesdba@neéfits of personnel engaged in recruitment,
admissions, promotion and development, as welbas®f advertising and production of marketingeriats.

General and administration expenses include salarid benefits of employees engaged in management,
student services, accounting, human resources, l@rmp and other corporate functions, along with th
occupancy costs attributable to such functions.

Investment and other income consists primarilyashangs and realized gains or losses on investments
Commissions earned from third party bookstore saleslso recorded on this line item.
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Critical Accounting Policies and Estimates

"Management's Discussion and Analysis of FinarnCidition and Results of Operations" discusses our
consolidated financial statements, which have Ipgepared in accordance with accounting principkrsegally
accepted in the United States of America. The pegjmm of these consolidated financial statemesdsiires
management to make estimates and judgments tleat #fif reported amounts of assets, liabilitiesgsmaes and
expenses and the related disclosures of contiragsets and liabilities. On an ongoing basis, manage
evaluates its estimates and judgments related al@wance for uncollectible accounts, reservestiadent loai
losses and for indemnifications related to studtments sold, income tax provisions, valuation ofediefd tax
assets, and accrued expenses. Management basstiniigtes and judgments on historical experiende an
various other factors and assumptions that are\mi to be reasonable under the circumstancessghts of
which form the basis for making judgments regardhrggcarrying values of assets and liabilities #ratnot
readily apparent from other sources. Actual resubly differ from these estimates under differesuagptions
or conditions.

Management believes that the following critical@atting policies are its more significant judgmestsl
estimates used in the preparation of its consa@difihancial statements. Tuition income is defeakthe time
of registration and is recognized as income, neingfrefunds or withdrawals, throughout each resgequarte
session. Advance registrations for the next quarerecorded as unearned tuition. We record etgiar our
allowance for uncollectible accounts for tuitiomeesable from students, for loan loss reserves fstudent
loans granted and for indemnifications to thirdtpaurchaser of student loans. If the financialditban of our
students were to deteriorate, resulting in impantad their ability to make required payments faitibn or
loans payable to us, additional allowances and teaarves may be required. If the Company's olidigatunder
the indemnifications provided to third party purseaof student loans exceed management's estimates,
additional reserves may be required. We recordnestis for our accrued expenses and income taXitiedi
Should actual results differ from our estimatesigiens to our accrued expenses and income taiifie® may
be required.

Results of Operations

In 2003, the Company generated $147.0 million uweneie, a 26% increase compared to 2002, as a odsult
average enrollment growth of 20%, a 5% tuition &ase at the beginning of 2003, and $0.6 milliomftbe sal
of its student loan portfolio. Income from operagovas $52.9 million for 2003, an increase of 28%s
includes $1.8 million generated from the gain amghle of the Washington, D.C. campus building $hé
million from the gain on sale of its student loanrtfolio. Net income was $33.7 million, an increase81%
compared to 2002. Net income includes $1.4 milfmrthe gain on the sale of the Washington, D.@mas



building and gain on the sale of the student loantf@lio. Earnings per diluted share was $2.27002
compared to $1.78 in 2002. The earnings per dilatede impact of the two gains described above3fds).

The following table sets forth certain income gstatat data as a percentage of revenues for thedgerio
indicated:
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Year Ended December 31,
2001 2002 2003
Revenue! 100.(% 100.(% 100.(%
Costs and expense
Instruction and educational supp 36.2 35.¢ 36.1
Selling and promotiol 13.t 14.4 15.t
General and administratic 14.1 145 13.€
Gain on asset sa — — 1.2
Income from operation 36.1 35.2 36.C
Investment and other incon 4.1 1.t 1.6
Secondary offering expens — 0.4 _
Income before income tax 40.2 36.4 37.€
Provision for income taxe 15.€ 14.% 14.7
Net income 24.% 22.1% 22.%%
Tax rate 38.8% 39.&% 39.1%

New Campuses

The Company's goal is to open new campuses evanwjth five new campuses planned for 2004. The
Company's objective is to ultimately be a natioremishiversity. A new campus typically requires u$io
million in upfront capital costs for leasehold impements, furniture and fixtures and computer egeipt. In
the first year of operation, assuming a midyeamapgg the Company expects to incur operating los$ebdout
$1 million including depreciation related to capitasts described above. A new campus is expeotbddin
generating operating income on a quarterly bases 4f6 quarters of operation, generally upon regmchn
enrollment level of about 300 students. The Com[samgw campus notional model assumes an increase of
average enrollment by 100-150 students per yedrraathing a level of about 1,000 students. Gitren
potential return on investment achieved with eamlvy nampus (an estimated 70%), opening new camizises
important part of the Company's strategy. The Comeelieves it has sufficient capital resourcesfficash,
cash equivalents, marketable securities and casraied from operating activities to continue teropew
campuses for at least the next 12 months.

In 2003, the Company opened five new campuses #tiennessee (Memphis and Nashville) for the
spring term, a second campus in Raleigh, North I®&rfor the summer term, and two in Philadelphia,
Pennsylvania for the fall term. Tennessee and Bérarda represent new states for the Company.édrptior
year, the Company opened three new campuses,Ndirth Caroline—two of the campuses in Charlotte and
in the Raleigh-Durham area.

In 2004, the Company has opened two new campusapiiimg term enroliment — one in Greenville, South
Carolina and one in Memphis, Tennessee, its seanadhere. In addition, two campuses are planned fo
Atlanta, Georgia and another one in a state whexgriently has a campus.

Year Ended December 31, 2003 Compared To Year Endékecember 31, 2002

Enroliment. Average enroliment increased 20% from 14,026estts for the year ended December 31,
2002 to 16,849 students for the same period in 2003 growth is principally due to new campus dpgs,
stable growth in our mature markets, and the rgmevth in markets outside of commuting distanca ®trayer
University physical campus served by Strayer UrsikgiOnline.



Revenues Revenues increased 26% from $116.7 millioadf2 to $147.0 million in 2003 principally
due to a 20% increase in the average enrollmenad?d tuition increase in 2003. Also contributinghe
increase was the gain on the sale of the Compatudent loan portfolio which increased revenue ®% $
million.

Instruction and educational support expensednstruction and educational support expensegased
$11.5 million, or 28%, from $41.6 million in 2002 $53.1 million in 2003. This increase was
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principally due to direct costs necessary to suipierincrease in student enrollments includingiigc
compensation, related academic staff salaries, sarfggility costs and financial aid processing so$hese
costs as a percentage of revenues increased & 362003 from 35.6% in 2002 largely attributaldetie
increase in new campus openings to five in 2003paoed to three in 2002.

Selling and promotion expenses.Selling and promotion expenses increased $8l@m or 36%, from
$16.8 million in 2002 to $22.8 million in 2003. Bhincrease was principally due to the direct cosgsired to
generate leads for enroliment growth. The additibadmissions officers, particularly at new campused at
Strayer University Online, also contributed to iherease. These expenses as a percentage of reviroresased
from 14.4% in 2002 to 15.5% in 2003 largely atttéhle to the increase in new campus openings &oifi\2003
compared to three in 2002. New campus openingsreedisproportionately higher marketing expensethen
first few years of operation compared to older casgs.

General and administration expensesGeneral and administration expenses incread&drillion, or
17%, from $17.1 million in 2002 to $20.0 million 2D03. This increase was principally due to inceeas
employee compensation and related expenses, tlt@adsf five new campuses in 2003, and higher et
expense related to higher revenues. General anthisthaitive expenses as a percentage of revenwesaded t
13.6% in 2003 from 14.7% in 2002 primarily due teajer revenues being spread over the largely fixsts of
various centralized functions.

Gain on sale of asset. In the third quarter of 2003, the Company stddVashington, D.C. campus
building for $5.2 million ($4.8 million net of sallg expenses) and signed a lease for space inrbyneailding.
This transaction resulted in a gain of $1.8 millmefore tax.

Income from operations. Income from operations increased $11.7 millmm28%, from $41.2 million in
2002 to $52.9 million in 2003 due to the aforememeid factors.

Investment and other income.Investment and other income increased $0.6amjlbr 36%, from $1.8
million in 2002 to $2.4 million in 2003. This inaee was principally due to a higher average casinba, a
higher average level of investments in marketabteisties, and a $0.1 million gain before tax o $ale of
marketable securities, partly offset by lower instrates.

Provision for income taxes. Income tax expense increased $4.9 million, 986 2from $16.7 million in
2002 to $21.6 million in 2003 primarily due to tinerease in income before taxes attributable tdahtors
discussed above. This was partly offset by a I@fferctive tax rate of 39.1% in 2003, compared tal38in
2002, resulting primarily from investments in taxeenpt securities.

Net income. Net income increased $7.9 million, or 31%, fri$&5.8 million in 2002 to $33.7 million in
2003 because of the factors discussed above.

The Company's financial results for the year erdedember 31, 2003 are set forth in the financial
statements below and presented in accordance WPGAS required by GAAP, these results include the
positive impact of the previously announced salthefCompany's student loan portfolio in the fouytlarter as
well as the gain on the sale of the Washington,. Batpus building in the third quarter of 2003. de
transactions increased revenue by $0.6 millionratpey income by $2.4 million, net income by $1.#dlion and
earnings per diluted share by $0.10. Since the @ompelieves that the impact of these transactonst
necessarily recurring nor indicative of the Compsyderlying performance, the table below seth fitre
impact of excluding them from the Company's finahoésults. Secondary offering costs of $0.5 milliecurrec
in the fourth quarter of 2002 are also excludedliersame reason.
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Revenue:

Costs and expense
Instruction & educatione
Selling & promotior
General & administratio

Gain on sale of asse

Income from operation

Operating income marg

Investment and other incon

Secondary offering expens

Income before income te

Provision for income taxe

Net income

Diluted EPS

Revenue:

Costs and expense
Instruction & educatione
Selling & promotior
General & administratio

Gain on sale of asse

Income from operation

Operating income marg

Investment and other incon

Secondary offering expens

Income before income t¢

Provision for income taxe

Net income

Diluted EPS

STRAYER EDUCATION, INC.
CONSOLIDATED STATEMENTS OF INCOME
RECONCILIATION OF GAAP TO NON-GAAP MEASURES

For the three months
ended December 31, 20C

For the three months
ended December 31, 20C

(in thousands)

(in thousands)

% Change
2002
to 2003
Under Non-GAAP Under Non-GAAP (Non-
GAAP Adjustment Measure GAAP Adjustment Measure GAAP)
(unaudited) (unaudited) (unaudited)
$34,16: $ — $34,16¢ $43,37: $(580)(b) $42,79: 25%
11,83¢ — 11,83¢ 14,79( — 14,79( 25%
4,23¢ — 4,23¢ 5,82¢ — 5,82¢ 38%
4,34¢ — 4,34¢ 5,321 — 5,321 22%
13,74« — 13,74« 17,421 (580) 16,847 23%
40.2% 40.2% 40.2% 39.4%
532 — 532 57C — 57C 7%
49C (490(a) — — — —
13,781 49C 14,277 17,991 (580) 17,417 22%
5,527 40 5,567 6,891 (229) 6,66: 200
$ 8,26( $ 45C $ 8,71 $11,10¢ $ (357) $10,75¢ 24y,
$ 057 $0.02 $ 0.6C $ 0.74 $(0.02) $ 0.72 2094
For the year ended December 31, 2002 For the year ended December 31, 2003
(in thousands) (in thousands)
% Change
2002
to 2003
Under Non-GAAP Under Non-GAAP (Non-
GAAP Adjustment  Measure GAAP Adjustment  Measure GAAP)
(unaudited) (unaudited) (unaudited)
$116,71( $ — $116,71( $147,02! $ (580)(b)  $146,44! 25%
41,601 — 41,60: 53,11¢ — 53,11¢ 28%
16,77 — 16,77: 22,76¢ — 22,76¢ 36%
17,101 — 17,107 20,01 — 20,01 17%
— — — 1,772 (1,77%)(c) —
41,22¢ — 41,22¢ 52,90( (2,359 50,54¢ 23%
35.2% 35.2% 36.(% 34.5%
1,77¢ — 1,77¢ 2,42( — 2,42( 36%
49C (490)(a) — — — —
42,514 49C 43,00¢ 55,32( (2,357 52,96¢ 23%
16,73( 40 16,77( 21,64¢ (93)) 20,71t 249,
$ 25,784 $ 45C $ 26,23¢ $ 33,674 $(1,427) $ 32,25: 239
$  1.7¢ $0.0: $ 181 $ 227 $ (0.10 $ 217 200,




(@) Secondary offering expenses in the fourth guanft2002
(b) Gain on sale of student loan portfolio in therth quarter of 2003

(c) Gain on sale of Washington, D.C. campus bugdmthe third quarter of 2003
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Year Ended December 31, 2002 Compared To Year Endékcember 31, 2001

Enrollment. Average enrollment increased 18% from 11,859 stisden the year ended December 31,
2001 to 14,026 students for the same period in 2008 growth is principally due to new campus dpgs,
stable growth in our mature markets, and the rgpigvth in markets outside of commuting distance trayer
University physical campus served by Strayer UrsigiOnline.

Revenues Revenues increased 26% from $92.9 milliond@22to $116.7 million in 2002 principally due
to a 18% increase in the average enroliment artd &ufiion increase in 2002.

Instruction and educational support expensesnstruction and educational support expensasased
$7.9 million, or 23%, from $33.7 million in 2001 $1.6 million in 2002. This increase was prindipalue to
direct costs necessary to support the increaseidiest enrollments including faculty compensatietated
academic staff salaries, campus facility costsfarahcial aid processing costs. These costs ascaip@ge of
revenues decreased to 35.6% in 2002 from 36.3%04 Bargely attributable to the reduction in fagiltosts
related to the purchase of three campus buildimn@902.

Selling and promotion expenses.Selling and promotion expenses increased $#ldm) or 33%, from
$12.6 million in 2001 to $16.8 million in 2002. Bhincrease was principally due to the direct cosgsired to
generate leads for enroliment growth. The additibadmissions officers, particularly at new campusied at
Strayer University Online, also contributed to therease. These expenses as a percentage of revieoreased
from 13.5% in 2001 to 14.4% in 2002 largely atttihle to the impact of new campus openings (thre9D2
and 2001). New campus openings require dispropmtédy higher marketing expenses in the first f@arg of
operation compared to older campuses.

General and administration expensesGeneral and administration expenses increaé&drillion, or
31%, from $13.1 million in 2001 to $17.1 million 2D02. This increase was principally due to théyear
impact in 2002 of management infrastructure addethd 2001, increased employee compensation aateckl
expenses, the addition of three new campuses i®, 2001 higher bad debt expense related to highentues.
General and administrative expenses as a perceotageenues increased to 14.7% in 2002 from 1412001
due to the aforementioned factors.

Income from operations. Income from operations increased $7.7 millmn23%, from $33.5 million in
2001 to $41.2 million in 2002 due to the aforememéd factors.

Investment and other income.Investment and other income decreased 53% $@8 million in 2001 to
$1.8 million in 2002 due to lower interest rateR802 as well as a gain of $0.9 million generate#d01 when
marketable securities were liquidated to help ftedlCompany's share repurchase.

Provision for income taxes. Income tax expense increased 15% from $14./s%mih 2001 to $16.7
million in 2002 primarily due to the increase itame before taxes attributable to the factors dised above. |
addition, our effective tax rate increased in 2p€@itharily due to secondary offering costs which eydor the
most part, not deductible for tax purposes.

Net income. Net income increased 13% from $22.8 millior2@01 to $25.8 million in 2002 because of
the factors discussed above.

Seasonality

Our quarterly results of operations tend to vagn#icantly within a year because of student emnetht
patterns. Enroliment generally is highest in therflo quarter, or fall term, and lowest in the thipdarter, or
summer term. In 2003, enrollments at the beginoirtpe winter, spring, summer and fall academimtewere
16,558, 16,772, 13,928 and 20,138 respectively.



Costs generally are not affected by the seasontdrfaas much as enrollment and revenue and deampt
significantly on a quarterly basis.
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The following table sets forth our revenues on artgrly basis for the years ended December 31,,2001
2002 and 2003:

Quarterly Revenues
(dollars in thousands)

2001 2002 2003
Three Months Ended Amount Percent Amount Percent Amount Percent
March 31 $23,64¢ 25% $ 29,69¢ 25% $ 36,69 25%
June 3( 23,82¢ 26 29,82: 26 36,96¢ 25
September 3 18,22 20 23,02¢ 20 29,99¢ 20
December 3: 27,18¢ 29 34,16: 29 43,37: 30
Total for Year $92,87¢ 10C% $116,71( 100% $147,02! 10(%

Liquidity and Capital Resources

At December 31, 2003, we had cash, cash equivaectsnarketable securities of $108.0 million coreg
to $67.3 million at December 31, 2002. Beginninghi@ second quarter of 2002, we began investirg in
diversified no load, short-term, investment gradgporate bond fund in an effort to generate a samag¢wigher
yield on our sho-term, liquid assets than our holdings in bank piggt deposits and money market funds, but
taking only limited credit and interest rate rifkthe third quarter of 2003, this $26.1 milliorveastment was
liguidated generating a gain from sale of marketalcurities of $0.1 million before tax. Most of throceeds
were re-invested in a diversified, shorter termestment grade tax-exempt bond fund to furthercedbe
Company's interest rate risk and to benefit froenttx efficiency of the fund's underlying secusti@s of
December 31, 2003, we had a total of $25.9 miliiwested in this fund. At December 31, 2003, thé #Sues
in this fund had an average credit rating of Aallagerage maturity of 1.2 years and an averagdidaraf 1.1
years, as well as an average yield to maturity.4#l We had no debt as of December 31, 2003 orrDleee31
2002.

For the year ended December 31, 2003, we genesd®a8 million net cash from operating activities
compared to $31.7 million for the same period i020The increase resulted primarily from increased
income and $10.5 million in cash generated fromstile of the Company's student loan portfolio mfiburth
quarter of 2003.

Capital expenditures were $6.8 million for the yeaded December 31, 2003 compared to $17.1 miiic
the same period in 2002, $12.0 million of which @sthe purchase of three existing campus faeditin the
third quarter of 2003, net proceeds of $4.8 milliegre received for the sale of our Washington, R&npus
building. Capital expenditures for the year endedd&nber 31, 2004 are expected to be in the rang§@.0fto
$12.0 million. For the year ended December 31, 2@@3paid $6.0 million in cash dividends — $3.2liwil to
our preferred stockholders and $2.8 million to common stockholders.

In 2003, bad debt expense as a percentage of rewvessi1.8% compared to 1.5% for the same period in
2002. Days sales outstanding, adjusted to excluitlert receivable related to future quarters, wightedays at
the end of the fourth quarter 2003 compared torseags in 2002.

Currently, the Company invests its cash in bankmigét deposits, money market funds and a shont-ter
tax-exempt bond fund. In addition, the Companydagslable two $10 million credit facilities from twbanks.
The Company believes that existing cash, cash abarits, and marketable securities, cash genenated f
operating activities, and if necessary, cash boecbunder the credit facilities, will be sufficielotmeet the
Company's requirements for at least the next 12tihson



The table below sets forth the Company's cash askl equivalents and marketable securities as of
December 31, 2001, 2002 and 2003:
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Cash and Marketable Securities

(in millions)
At December 31,

2001 2002 2003
Cash and cash equivalel $58.7 $49.2 $ 82.1
Marketable securities (sh-term bond fund — 18.1 25.C
Total $58.7 $67.: $108.(

Year Ended December 31
2001 2002 2003

Investment and other incon $3.8 $1.8 $2.4

The table below sets forth our contractual committe@ssociated with operating leases and prefetosdt
cash dividends as of December 31, 2003. The actiaber of preferred stock dividends may be smabHeit
does not reflect that the Company has the righaitese conversion of all remaining Series A Conlkerti
Redeemable Preferred Stock into common stock iCtmpany's common stock price trades above $5200 p
share for twenty consecutive trading days after Way2004. Although they have historically beerdday the
Company, common stock dividend payments are nohractual commitment and therefore have been drd
from the table.

Payments Due by Period (in thousands

Less than More than

Total 1 Year 1-3 Years 3-5 Years 5 Years
Operating lease $59,36 $ 6,872 $13,72¢ $11,02¢ $27,731
Preferred stock cash dividen 25,39¢ 3,257 6,54: 6,74: 8,85¢
Total $84,75¢ $10,12¢ $20,26¢ $17,76¢ $36,59:

Total Potential Share Issuance

Shares used to compute diluted earnings per sheltegde common shares issued and outstanding, the
assumed conversion of shares of Series A Convefbbdeemable Preferred Stock outstanding or acemetd
the assumed exercise of issued stock options tisentjeasury stock method. As of December 31, 2608total
current and potential shares outstanding are &l

Shares
Current (in thousands)
Weighted average common shares outstanding fahtee months ended December 31, 2 10,727
Series A Convertible Redeemable Preferred Stoakyarbible on a 1:1 basis, outstanding or
accrued at December 31, 2C 3,90(
Authorized, issued and outstanding options usirga3ury Stock Metha 40¢

Subtotal 15,03¢



Potential
Accrual of in-kind dividends on Series A Conventititedeemable Preferred Stock through May

2006 422(a)
Total issued stock options, less options accouittedsing the Treasury Stock Method ab 723
Authorized but unissued optio 334

Subtotal 1,47¢

Total current and potenti 16,51t

(@) The actual number of preferred stock dividemay be smaller as it does not reflect the impat¢hefpreviously announced sale of
shares by holders of the Company's Series A CableeRedeemable Preferred Stock. Also, it doegeiftéct that the Company has
the right to cause conversion of all remaining &A Convertible Redeemable Preferred Stock intorson stock if the Company's
common stock price trades above $52.00 per shatevémty consecutive trading days after May 15,4200f the 422,000 shares,
93,600 would potentially accrue through May 15,200
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Impact of Inflation

Inflation has not had a significant impact on tr@@any's historical operations.

Off-Balance Sheet Arrangements

As of December 31, 2003, the Company does not Aay@ff-balance sheet arrangements as defined by
Item 303(a)(4) of the Securities Exchange CommisBlegulation S-K.

ltem 7A. Quantitative and Qualitative DisclosureAbout Market Risk.

The Company is subject to the impact of interetgt changes and may be subject to changes in tHeetnar
values of its future investments. The Company its/iis excess cash in bank overnight deposits, ynoraeket
funds and a short-term tax-exempt fund. The Compasynot used derivative financial instrumentgsn i
investment portfolio.

Earnings from investments in bank overnight degpsitoney market mutual funds, and short-term tax-
exempt bond funds may be adversely affected ifittuee should interest rates decline. The Compdnitse
investment income may fall short of expectations thichanges in interest rates or the Company nniésrs
losses in principal if forced to sell securitieatthave declined market value due to changeséndst rates. As
of December 31, 2003, a 10% increase or declifgénest rates will not have a material impacttom t
Company's future earnings, fair values, or cashfleelated to investments in cash equivalentsterest
earning marketable securities.
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REPORT OF INDEPENDENT AUDITORS

The Board of Directors and Stockholders
Strayer Education, Inc.

In our opinion, the consolidated financial statetadisted in the accompanying index present fairlyall
material respects, the financial position of Streggducation, Inc. and its subsidiaries (the "Conypas of
December 31, 2003 and 2002 and the results of dipeirations and their cash flows for each of thedlyears it
the period ended December 31, 2003, in conformitly accounting principles generally accepted inltiméted
States of America. In addition, in our opinion, flrancial statement schedule listed in the accamipg index
presents fairly, in all material respects, the iinfation set forth therein when read in conjunctigth the related
consolidated financial statements. These finarsteements and financial statement schedule are the
responsibility of the Company's management; oyvamsibility is to express an opinion on these fiah
statements and financial statement schedule basedraaudits. We conducted our audits of theserstants in
accordance with auditing standards generally aedeiptthe United States of America, which requirat wve
plan and perform the audit to obtain reasonablerasse about whether the financial statementsraeedf
material misstatement. An audit includes examingrga test basis, evidence supporting the amouats a
disclosures in the financial statements, assessagccounting principles used and significaninesttes made t
management, and evaluating the overall financé&kstent presentation. We believe that our auditeige a
reasonable basis for our opinion.

PricewaterhouseCoopers L

Washington, D.C.
February 10, 2004
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STRAYER EDUCATION, INC.
CONSOLIDATED BALANCE SHEETS
(in thousands, except share data)

December 31

ASSETS
Current asset:
Cash and cash equivalel
Marketable securities available for sale, at faiue

Tuition receivable, net of allowances for doubtatounts of $635 and $785 in

2002 and 2003, respective
Student loans receivak— held for sale
Other current asse

Total current asse

Student loans receivable, net of allowances fade®f $603 and $127 in 2002
and 2003, respective

Property and equipment, r
Restricted cas
Other asset

Total asset

LIABILITIES AND STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payabl
Accrued expense
Income taxes payab
Dividends payabli
Unearned tuitior

Total current liabilities
Deferred income taxe
Long-term liabilities

Total liabilities

Commitments and contingenci

Mandatorily redeemable convertible Series A preféistock, par value $.01;
6,000,000 shares authorized; 3,758,456 and 3,89%[8dres issued and
outstanding as of December 31, 2002 and 2003, ctgply

Stockholders' equity

Common stock, par value $.01; 20,000,000 shardéwaréd; 10,652,412 and
10,703,395 shares issued and outstanding as ohibere31, 2002 and 2003,
respectively

Additional paic-in capital
Retained earnings (accumulated defi
Accumulated other comprehensive income (i

Total stockholders' equit

Total liabilities and stockholders' equ

2002 2003

$ 49,13t  $ 82,08¢
18,12: 25,95
25,75¢ 35,99;
— 65

772 1,65¢
93,78¢ 145,75¢
9,45: —
36,57 35,93(
— 50C

312 36¢
$140,12:  $182,55(
$ 353 $ 512
1,181 2,32¢
1,817 2,89¢
1,507 1,51C
29,85: 39,13
37,88" 50,99¢
70 22¢
1,98¢ 2,66¢
39,94 53,89:
93,80’ 95,68¢
107 107
58,86¢ 59,83¢
(52,679 (26,919
74 (49)
6,37t 32,97¢
$140,12:  $182,55

The accompanying notes are an integral part ottheasolidated financial statements.
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STRAYER EDUCATION, INC.
CONSOLIDATED STATEMENTS OF INCOME
(in thousands, except per share data)

For the Year Ended
December 31,

2001 2002 2003

Revenue: $92,87¢  $116,71(  $147,02!
Costs and expense

Instruction and educational supp 33,69¢ 41,60: 53,11¢

Selling and promotio 12,57¢ 16,77: 22,76¢

General and administratic 13,09 17,10% 20,01z
Gain on sale of ass — — 1,772

Income from operation 33,50" 41,22¢ 52,90(

Investment and other incon 3,791 1,77¢ 2,42
Secondary offering expens _ 49C _

Income before income tax 37,29¢ 42 51« 55,32(
Provision for income taxe 14,48¢ 16,73( 21,64¢

Net income $22,80¢ $ 25,78« $ 33,67
Preferred stock dividends and accret 5,01( 7,344 5,13¢

Net income available to common stockholc $17,79¢ $ 18,44( $ 28,53¢
Net income per shar

Basic $ 16z $ 214 $ 267

Diluted $ 158 $ 176 $ 2.2
Weighted average shares outstand

Basic 10,97( 8,61 10,69

Diluted 14,737 14,51¢ 14,857

STRAYER EDUCATION, INC.
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(in thousands)

For the Year Ended
December 31,

2001 2002 2003
Net income $22,80¢ $25,78¢ $33,67¢
Other comprehensive incorr
Unrealized gains (losses) on investments, netefs — 74 (49
Reclassification adjustment for realized gainstdeld in net
income, net of taxe (409) — (74)
Comprehensive incon $22,40¢ $25,85¢ $33,55:

The accompanying notes are an integral part oktheasolidated financial statements.
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STRAYER EDUCATION, INC.

CONSOLIDATED STATEMENTS OF STOCKHOLDERS' EQUITY (DE FICIT)

(in thousands, except share data)

Balance, December 31, 20
Exercise of stock optior

Common Stock Additional

Retained Accumulated
Earnings Other
(Accumulated Comprehensive

Repurchase of common stock including

transaction costs of $3,6’
Preferred stock dividends and accret

Common stock dividends ($0.26 annually

per share

Tax benefit from exercise of stock optic

Reclassification adjustment for realized

gains included in net incon
Net income
Balance, December 31, 20

Transaction costs for repurchase of
common stocl

Issuance of common stock for redemption

of preferred stoc
Preferred stock dividends and accret

Common stock dividends ($0.26 annually

per share

Tax benefit from transaction costs for
repurchase of common sto

Net unrealized gains on marketable
securities, net of income ti

Net income
Balance, December 31, 20
Exercise of stock optior
Repurchase of common stc
Preferred stock dividends and accret

Common stock dividends ($0.26 annually

per share

Tax benefit from exercise of stock optic

Change in net unrealized gains (losses) on

marketable securities, net of income

Net income
Balance, December 31, 20

Paid-in

Shares Amount _ Capital Deficit) Income Total
15,303,16 $15% $33,11¢ $ 64,06¢ $ 40: $ 97,74«
224,24t 2 1,492 — — 1,49t
(7,175,00i) (72) (34,52¢) (148,44¢) — (183,04¢)
— — — (5,010) — (5,010)
_ — — (2,636) — (2,630
— — 1,67¢ — — 1,67¢
S — — — (403) (403)
— — — 22,80¢ — 22,80¢
8,352,41. 83 1,75¢ (69,219 — (67,379
— — — (29 — (29
2,300,00t 24 57,10¢ — — 57,13:
- - — (7,342) — (7,342)
— — — (2,32)) — (2,32))
— — — 45( — 45(
— — — — 74 74
— — — 25,78¢ — 25,78¢
10,652,41 $107 $58,86¢ $ (52,679 $ 74 $ 6,37¢
83,33: 1 2,80¢ — — 2,807
(32,35() (1) (3,220 — — (3,227
— — — (5,13¢) — (5,13¢)
_ — — (2,787) — (2,789
— — 1,38¢ — — 1,38¢
— — — — (123%) (123%)
— — — 33,67+ — 33,67
10,703,39 $107 $59,83t $ (26,919 $ (49 $ 32,97¢

The accompanying notes are an integral part oktheasolidated financial statements.
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CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activitie
Net income

(in thousands)

Adjustments to reconcile net income to net caskigea by

operating activities
Gain on sale of marketable securil
Gain on sale of property and equipm
Amortization of deferred rer
Depreciation and amortizatic
Provision for student loan loss
Deferred income taxe
Changes in assets and liabiliti
Tuition receivable, ne
Other current asse
Restricted cas
Other asset
Accounts payabl
Accrued expense
Income taxes payab
Unearned tuitior
Student loans originated or acquil
Collections on student loans receiva

Net cash provided by operating activit

Cash flows from investing activitie

Proceeds from sale of property and equipn

Proceeds from sale of marketable secur

Purchases of property and equipm
Purchases of marketable securi

Net cash provided by (used in) investing activi

Cash flows from financing activitie
Common dividends pai
Preferred dividends pa
Deferred lease incentivi
Proceeds from exercise of stock optir
Repurchase of common sta

Issuance of Series A Convertible Redeemable Pesfe$tock, ne

Net cash used in financing activiti

Net increase (decrease) in cash and cash equis

Cash and cash equivale— beginning of yea

Cash and cash equivale— end of yea

For the Year Ended December 31,

2001 2002 2003
$ 22,80¢ $2578 $33,67¢
(887) — (138)
— — (1,779
— (91) 337
2,64¢ 3,64z 4,367
19€ 247 141
144 33z (19)
(3,749 (6,747 (10,239
(14E) (67) (70€)
— — (500)
— (50) 7
23 1,657 1,59:
327 61¢ 1,14¢
2,60( 1,01€ 2,511
5,221 6,64¢ 9,281
(7,319 (8475 (7,150
6,01¢ 7,171 16,73(
27,88 31,681 49,27
— — 4,82:
50,12¢ — 26,13
(6,279 (17,119 (6,840
— (18,000 (34,000
4385, (35119 (9,882
(3,089 (2179 (2,776
(1,976 (5250 (3,260
762 1,31¢ 11
1,49¢ — 2,807
(183,041 — (3,221)
146,62 (29) —
(39,220 (6,13 (6,439
32,50 (9,570 32,95
26,19¢ 58,70¢ 49,13
$ 5870F $49,13F $82,08¢

The accompanying notes are an integral part oktheasolidated financial statements.
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STRAYER EDUCATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

1. Organization, Nature of Operations and Signi€ant Accounting Policies.

Strayer Education, Inc. (the "Company"), a Marylandporation, conducts its operations through its
subsidiaries, Strayer University, Inc. (the "Unsigr') and Education Loan Processing, Inc. ("ELAhe
University is an accredited institution of highelueation that provides undergraduate and gradegeeds in
various fields of study through, as of DecemberZD3, twenty-five campuses in Pennsylvania, Many)a
Washington, D.C., Virginia, North Carolina and Tessee and worldwide via the Internet through Straye
University Online. The Company has also been apatde offer its programs in Georgia and plans tenofwvo
campuses as well as a second campus in Memphise3sge in 2004. With the Company's focus on the
customer, regardless of whether he or she choogtaké classes at a physical campus or online,ave bnly
one reporting segment.

In May 2001, the Company underwent a $150 milliecapitalization and change of control transaction i
which it issued 5,769,231 shares of its Series Av@dible Mandatorily Redeemable Preferred Stolk (t
"Series A Convertible Redeemable Preferred Stookile Company to an investor group consisting efvN
Mountain Partners, L.P. and MidOcean Capital InwesstL.P. (formerly DB Capital Partners, Inc.) (eotively,
the "Original Investors"). The Series A Convertilledeemable Preferred Stock has an effective didigéId
of 5.43% and each share of Series A ConvertibleeBexdble Preferred Stock is currently convertible one
share common stock, subject to adjustment undé&inarircumstances. (See Note 7 below.) The Compasy
the $150 million, together with approximately $36#lion of its cash and marketable securitiesiepurchase
7,175,000 shares of outstanding common stock o€tmapany in a tender offer at $25.00 per share tpefi
shareholders; as the Company's shares had traded $B5.00 per share, only the Company's then GED a
majority stockholder tendered shares. In NovemB8222.3 million shares of the Series A Convertible
Redeemable Preferred Stock were converted into eametock on a 1 for 1 basis and, pursuant to thgirgit
Investors' registration rights agreement with tleen@any, were sold in a secondary offering of commstook at
$52.00 per share. The Company did not receive amgepds from the offering. On February 3, 2004, the
Company filed a registration statement with theusiées and Exchange Commission for a proposednskoy
offering of 3.0 million shares of common stock. T®@mpany will not receive any of the proceeds ftbis
offering. The common shares proposed to be offemedale will result from the conversion of conviele
preferred stock and the partial exercise of aroopturrently held by New Mountain Partners, L.ReyN
Mountain Strayer Trust and MidOcean Capital Investb.P. (formerly DB Capital Partners, Inc.).

Principles of Consolidation

The consolidated financial statements include tu@ants of the Company and its subsidiaries, the
University, ELP, and Professional Education, Im¢hi¢h is currently an inactive subsidiary). All@ntcompany
accounts and transactions have been eliminatdwindnsolidated financial statements.

Cash and Cash Equivalents

Cash and cash equivalents consist of operatingaragicash invested in money market mutual funds and
bank overnight deposits. The Company places its and temporary cash investments with high qualiegit
institutions. The Company considers all highly l@jinstruments purchased with a maturity of thremnths or
less at the date of purchase to be cash equivalents

Marketable Securities

The Company's investments in marketable secudtiesonsidered "available-for-sale” and, as sueh ar
stated at fair value. The net unrealized gainslesgks are reported as a component of accumuldited o
comprehensive income in stockholders' equity (d@fiRealized gains or losses from the sale of miatble
securities are based on the specific identificatithod.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —(contin ued)

Tuition Revenues

Tuition income is deferred at the time of registnatand is recognized as income, net of any refamds
withdrawals, throughout each respective quartesisesAdvance registrations for the next quartersirown as
unearned tuition.

Student Loans Receivable

In the fourth quarter 2003, the Company sold if3 8illion student loan portfolio to a national séud loan
marketing organization. The impact of this trangerctvas a gain of $0.6 million which was recordedevenue
The Company may continue to originate student legmish it expects to periodically divest. Loansgimated
and held for sale are classified as a current aStadent loans receivable, which were not includetie loan
portfolio sale in the fourth quarter of 2003 andethare not held for sale, are classified as aaorent asset,
consistent with industry practice.

Student loans receivable are stated at the amdéumipaid principal, reduced by an allowance fonloa
losses. Interest income from student loans is dexbas revenue and recognized using the effectieecist
method. Provisions for estimated losses on studans not held for sale are charged to income iouts
sufficient to maintain the allowance at a level sidered adequate to cover the losses of principairaterest in
the existing loan portfolio, based upon historicahds, economic conditions and other informattloP's
charge-off policy is based on a loan-by-loan reyieawever, any loan with payments more than 12 gegt
due is written off against the allowance.

Concentration of Credit Risk

The Company places its cash and temporary casktmeats in money market mutual funds and bank
overnight deposits with high credit quality institins. Cash and cash equivalent balances are digriaraxcess
of the FDIC insurance limit. The Company has ngiezienced any losses on its cash and cash equivalére
Company has also been placing its excess casHiwressified, short-term, investment grade, tax-egebond
fund that is classified under "Marketable Secusitie

Tuition receivables are not collateralized; howeeeedit risk is minimized as a result of the daesnature
of the University's student base, as of Decembgf@03, in Pennsylvania, Maryland, Washington, D.C.
Virginia, North Carolina and Tennessee. The Unitgesstablishes an allowance for doubtful tuiti@mteunts
based upon historical trends and other information.

With the sale of its student loan portfolio in fleeirth quarter of 2003, the Company has signifilyant
reduced its credit risk in this area. Although @@mpany may continue to originate student loariafénds to
divest these loans to long-term lenders which shkegép credit risk to a minimum.

Property and Equipment

Property and equipment are stated at cost lessradated depreciation. In accordance with Stateraént
Financial Accounting Standards No. 14¢counting for the Impairment or Disposal of Lonigdd Assetsthe
carrying values of the Company's assets are reratetl when events or changes in circumstancesaiiedicat
the carrying amount of an asset may not be recbleerH it is determined that an impairment loss bacurred
based on expected undiscounted future cash fltnen, d loss is recognized using a fair-value basadkein
Through 2003, no such impairment loss had occuBegreciation of property and equipment is cal@daising
the straightine method over the estimated useful lives randiom 3 to 40 years. Depreciation and amortize
amounted to $2,643,000, $3,642,000 and $4,367 @0é¢ years ended December 31, 2001, 2002 and 2003
respectively.

Income Taxes

The Company provides for deferred income taxesdarsdemporary differences between financial
statement and income tax bases of assets andtiksbilsing enacted tax rates in effect in the yeavhich the
differences are expected to reverse.
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STRAYER EDUCATION, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —(contin ued)

Stock Options

The Company uses the intrinsic-value-based methadamunting for its stock option plan. Under the
intrinsic-value-based method, compensation castesexcess, if any, of the quoted market pricdnefstock at
grant date over the amount an employee must pagdoire the stock. The Company generally grantksto
options with an exercise price equal to or aboeentlarket value of the common stock on the dateanitg

The Black-Scholes option pricing model was useestimate fair value as of the date of grant udirg t
following assumptions:

2002 2003
Dividend yield 0.5% 0.5%
Risk-free interest rate 4.8% 3.C%
Volatility 43% 40%
Expected option term (year 5.¢ 5.2
Weighted average fair value of options grantedriuthe yea $23.6¢ $21.8¢

Had the compensation cost for our stock optionglaaen determined based on the fair value at t& gr
date rather than the intrinsic-value method, oorfprma amounts would be as follows:

In thousands (except per share) 2001 2002 2003
Net income $22,80¢ $25,78¢ $33,67¢
Stocl-based compensation expense, net o 1,54( 2,722 4,38:
Pro forma net incom $21,26¢ $23,06: $29,29:
Net income available to common stockholc $17,79¢ $18,44( $28,53¢
Stocl-based compensation expense, net o 1,54( 2,72 4,38¢
Pro forma net income available to common stockhsl $16,25¢ $15,71¢ $24,15¢

Earnings per share
As reported

Basic $ 16z $ 214 $ 2.67

Diluted. 1.5t 1.7¢ 2.21
Pro forma:

Basic $ 1.4¢ $ 1.8: $ 2.2¢

Diluted 1.44 1.5¢ 1.97

Pro forma disclosures for stock options accountitay not be representative of the effects on regarés
income in future years.

Net Income Per Share

Basic earnings per share is computed by dividingmm®me available to common stockholders by the
weighted average number of shares of common statskamding during the periods. Diluted earningsgberre
is computed by dividing net income by the weighagdrage common and potentially dilutive common
equivalent shares outstanding, determined as fsli@wthousands):
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —(contin ued)

2001 2002 2003
Weighted average shares outstanding used to corbpsie earnings per she  10,97( 8,617 10,69

Incremental shares issuable upon the assumed cimwerf

Series A Convertible Redeemable Preferred S 3,661 5,71 3,84¢
Incremental shares issuable upon the assumed sx@fcstock option 10€ 18€ 317
Shares used to compute diluted earnings per: 14,737 14,51¢ 14,85]

Incremental shares issuable upon the assumed sx@fcbutstanding stock options are computed ubiag
Treasury Stock Method.

Use of Estimates

The preparation of financial statements in conféymiith accounting principles generally acceptethia
United States of America requires management tcenaakmates and assumptions that affect the reporte
amounts of assets and liabilities at the date efittancial statements and the reported amourggménses
during the period reported. The most significanhagement estimates included allowances for unddilec
accounts and student loans receivable, accruedsg&pgepotential liabilities for the indemnificatorelated to
the loan portfolio sale, and the provision for immtaxes. Actual results could differ from thoseneates.

Comprehensive Income

Comprehensive income consists of net income anealined gains (losses) on investments in marketable
securities, net of income taxes.

Recent Accounting Pronouncements

In August 2001, the FASB issued Statement of Fiim#eccounting Standards No. 143 ("SFAS 143"),
Accounting for Asset Retirement Obligatic. SFAS 143 addressees financial accounting andtiegdor
obligations associated with the retirement of thleggiong-lived assets and related asset retireowsis. SFAS
143 is effective for financial statements with &isgear's beginning after June 15, 2002, and indichave a
material impact on our financial statements.

In June 2002, the FASB issued Statement of FinbAcieounting Standards No. 146 ("SFAS 146"),
Accounting for Costs Associated with Exit or Disgddictivities.SFAS 146 addresses financial accounting and
reporting for costs associated with exit or dispastivities and nullifies Emerging Issues Taskdeof'EITF")
Issue No. 94-3.iability Recognition for Certain Employee Termiiagit Benefits and Other Costs to Exit an
Activity Including Certain Costs Incurred in a Resturing. Under EITF 94-3, a liability for an exit activityag
recognized at the date of an entity's commitmeaintexit plan. SFAS 146 required that a liability & cost
associated with an exit or disposal activity beoggized when the liability is incurred. SFAS 14@ffective for
exit or disposal activities that are initiated afieecember 31, 2002 and it did not have a maténghct on our
financial statements.

In November 2002, the FASB approved FASB Interpi@taNo. 45 ("FIN 45")Guarantor's Accounting
and Disclosure Requirement for Guarantees, Inclgdimdirect Guarantees of Indebtedness of Othé&iN 45
elaborates on the existing disclosure requiremamntost guarantees, including loan guarantees asistandby
letters of credit. It also clarifies that at theéi a company issues a guarantee, the company evaginize an
initial liability for the fair value, or market vaé of the obligations it assumes under that guaeaaimd must
disclose that information in its interim and annfi@ncial statements. FIN 45 is effective on aspective basis
to guarantees issued or modified after Decembe?2®12. The disclosure requirements of FIN 45 afecéfe
for financial statements of interim or annual pdsi@nding after December 15, 2002. We have adapéd
provisions of this interpretation and it did novha material impact on our consolidated finansiatements.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —(contin ued)

In December 2002, the FASB issued Statement ofnEinhAccounting Standards No. 148 ("SFAS 148"),
Accounting for Sto-Based Compensation — Transition and Disclosue amendment of FASB Statement
123. SFAS 148 provides alternative methods of ttiansfor a voluntary change to the fair value mhegethod
of accounting for stock-based employee compensdtioaddition, it requires prominent disclosure @tibe
effects on reported net income of any entity's antiog policy decisions with respect to stock-baseubloyee
compensation. SFAS 148 is effective for fiscal gezmding after December 15, 2002. The Company addpe
disclosure provisions of SFAS 148 for the fiscedtyended December 31, 2002, and it did not havatarial
impact on our financial statements. We continues® the intrinsic-value-based method of accourfingtock-
based employee compensation as prescribed by ARBa@No. 25.

In May 2003, the FASB issued Statement of Finanstaounting Standards No. 150, Accounting For
Certain Financial Instruments with Characteristit8oth Liabilities and Equity ("SFAS No. 150"). 85 No.
150 established standards for how an issuer diassihd measures in its statement of financiatipostertain
financial instruments with characteristics of bbdbilities and equity. SFAS No. 150 is effectiv financial
instruments entered into or modified after May 3103, and otherwise is effective at the beginnihthe first
interim period beginning after June 15, 2003 andtrbe applied prospectively by reporting the curtinga
effect of a change in an accounting principle foaficial instruments created before the issuanteafdhe
Statement and still existing at the beginning efititerim period of adoption. The adoption of SAA& 150 dic
not have a material impact on the consolidatecdfifed statements.

In December 2003, the FASB issued FASB Interpratialio. 46— An Interpretation of ARB 51 (revised
December 2003) ("FAS 46R';onsolidation of Variable Interest Entitie§IN 46R addresses consolidation by
business enterprises of variable interest entifi$.46R is effective for periods ending after Mad5, 2004 an
is not expected to have a material impact on maritial statements.

2. Investments — Marketable Securities.

The cost and fair value for investments in markietakcurities as of December 31, 2002 and 2008 is a
follows (in thousands):

2002 2003
Cost $18,000 $26,00(
Gross unrealized gain (los 121 (49)
Fair value $18,12. $25,95:

The Company has invested some of its excess casHiirersified, no load, short-term, investmentgra
tax-exempt bond fund. At December 31, 2003, theid&des in this fund had an average credit ratiggd, an
average maturity of 1.2 years, an average durafidnl years and an average yield to maturity 4%4l.

3. Student Loans Receivable and Student Loans &svable — Held for Sale.

In the fourth quarter 2003, the Company sold iisisht loan portfolio to a national student loan keting
organization. The Company recorded revenue of $880for the gain on the sale of the portfolio. Tampany
also recorded a liability of $333,000 for the estied potential payments under the indemnificatiaviged to
the purchaser of the loans (see Note 8). The Coypaay continue to originate student loans whiaxjpects tc
periodically divest. Loans originated and helddafe are classified as a current asset. The Compath$65,00
of student loans receivable — held for sale at Dewr 31, 2003.
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS —(contin ued)

The loans receivable under the Strayer Educati@nlRrogram as of December 31, 2002 and 2003 are as
follows (in thousands):

2002 2003
Student loans receivable, including accrued inte $10,05¢ $ 127
Allowance for loan losse (603) (127)
Student loans receivable, $ 9,452 $ —

As of December 31, 2003, the Company had $127,08fudent loans receivable which are not held for
sale. Primarily due to poor credit quality and paythistory, the Company has fully reserved theaed.

The interest rate on these student loans is géyn&&bb. The Company believes the carrying valuthef
student loans approximates their fair value. Tlasorequire a minimum monthly payment based on a
percentage of the outstanding monthly balance,iptesest, while the student is in attendance. Uppen
student's graduation or withdrawal, the loans bexdoe in equal monthly installments based on alfpaymen
plan.

4. Property and Equipment.
The composition of property and equipment as ofdbdmer 31, 2002 and 2003 is as follows (in thousgnds

Estimated
useful life
2002 2003 (years)
Land $ 7,33 $ 6,52¢ —
Buildings and improvemen 19,97( 17,55¢ 5-40
Furniture and equipme 17,24* 22,70( 5-7
Leasehold improvemen 5,05( 6,357 3-10
Vehicles 22 22 5
Construction in progres 37 4 —
49,65¢ 53,167
Accumulated depreciation and amortizat (13,08 (17,23))
$ 36,57 $ 35,93(

In addition, $1,313,000 and $11,000 in leaseholgrdvements, paid by lessors as lease incentivag, we

capitalized in 2002 and 2003, respectively.

5. Restricted Cash.

In 2003, as part of commencing operations in tatestf Pennsylvania, the Company was required to
maintain a "minimum protective endowment" of aiste$500,000. These funds are required as longeas th
Company operates its campuses in the state. Thep&uognaccounts for these funds as a long-term asset.

6. Stock Option Plan.

In July 1996, the Company set aside 1,500,000 stafreommon stock for grants under the Company's

1996 Stock Option Plan, which was amended at thg 2081 Annual Shareholders' Meeting to increase the
shares authorized for issuance thereunder by D00@as amended, "the Plan") to 2,500,000 in tdtad Plan
provides for the grant of options intended to dyas incentive stock options,
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and also provides for the grant of non-qualifyingions to employees and directors of the CompayioBs
may be granted to eligible employees of the Comarilge discretion of the Board of Directors, ai@pprices
based on a minimum of at least the fair marketevalithe shares at the date of grant. Vesting praws are at
the discretion of the Board of Directors. The maximterm of the options was five years before thersdment
and seven years after the amendment. Stock optiouity for the years ended December 31, 2001, 200P
2003 are as follows:

Number of Weighted-average
shares exercise price
Balance, December 31, 20 224,70: $ 6.67
Grants 930,00( 36.4:
Exercise: (224,24¢) 6.67
Forfeitures (457) 6.67
Balance, December 31, 20 930,00( 36.4:
Grants 50,00( 51.8:
Exercise! — —
Forfeitures (10,000 49 .37
Balance, December 31, 20 970,00( 37.0¢
Grants 245,00( 54.1¢
Exercise: (83,339 33.6¢
Forfeitures — _
Balance, December 31, 20 1,131,66 $ 41.0¢

The number of shares exercisable as of Decemb&0®1, 2002 and 2003 are as follows:

Weighted-
average
Number of exercise
shares price
Exercisable, December 31, 20 — —
Exercisable, December 31, 20 293,33( $ 35.87
Exercisable, December 31, 20 506,66: $ 36.4(

Since 2001, new options were granted to key exessitind new outside directors in conjunction whgh t
recapitalization that took place in May 2001 anel thtention of a new senior management team. Tightesl
average exercise price per share of all optiortdf &ecember 31, 2003 was $41.05. The options westthree
to four years with exercise prices ranging from.$330 $67.87. All options granted after 2000 espiithin six
to eight years from date of grant and have a weifatverage contractual life of 4.4 years as of Béoes 31,
2003.

7. Terms of the Series A Convertible MandatorilyRedeemable Preferred Stock.

In May 2001, the Company underwent a $150 milliecapitalization and change of control transaction i
which it issued 5,769,231 shares of its Series Av@dible Mandatorily Redeemable Preferred Stolk (t
"Series A Convertible Redeemable Preferred StackNew Mountain Partners, L.P. ("New Mountain™) and
MidOcean Capital Investors, L.P. ("MidOcean"), femhy known as DB Capital Investors, L.P. The Compan
used the $150 million, together with approximat&®6.4 million of its cash and marketable securjties
repurchase 7,175,000 shares of outstanding comtook sf the Company from the Company's then chief
executive officer and majority stockholder at $Zbpg@r share. The Series A Convertible Redeemabklefed
Stock has an effective dividend yield of 5.43% aadh share of Series A Convertible Redeemable riredfe
Stock is currently convertible into one share ahowon stock, subject to adjustment under certapunistance:
In February 2004, New Mountain deposited 350,00isa$hares of the Company's Series A Convertible



Redeemable Preferred Stock (together with all assmtaccrued cash and stock dividends) (the "Trust
Shares") into the New
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Mountain Strayer Trust (together with New Mountaid MidOcean, the "Investors") for the benefittef i
partners. In addition, the Series A Convertible &sdable Preferred Stock has the following matégiahs:

Authorized

A total of 6,000,000 shares of Series A Convertideleemable Preferred Stock, par value $.01, heee b
authorized. The Company issued 5,769,231 shar8serids A Convertible Redeemable Preferred Stotien
May 2001 recapitalization. During 2001, the Compeagorded 76,445 shares as accrued in-kind divislehsl
of December 31, 2001, 5,845,676 shares of Seri€svertible Redeemable Preferred Stock were isandd
outstanding. During 2002, the Company recorded78®shares as accrued in-kind dividends. In Novembe
2002, 2.3 million shares of the Series A ConvestiRedeemable Preferred Stock were converted diorall
basis into common stock. As of December 31, 200/58456 shares were issued and outstanding. DREAY,
the Company recorded 141,488 shares as accrueddrdividends. The number of Series A Convertible
Redeemable Preferred Stock outstanding as of Deme®ih 2003 is 3,899,944 shares. Series A Conlertib
Redeemable Preferred Stock activity from Decembef801 to December 31, 2003 is reflected in théeta
below including the conversion of 2.3 million shafeto common stock in November 2002:

Series A Convertible
Redeemable Preferred
Stock

(in thousands)
Balance, December 31, 20( —

Issuance of shar $ 150,00(
Issuance cos (3,375
Dividenc-accrue i-kind shares 3,33t
Accretion of carrying valu (1,619
Balance, December 31, 20 $ 148,34
Dividenc-accrue i-kind shares 5,08(
Shares converted into common shi (57,137
Accretion of carrying valu (2,48¢)
Balance, December 31, 200 $ 93,80
Dividenc-accrue i-kind shares 3,74:
Accretion of carrying valu (1,869
Balance, December 31, 200 $ 95,68¢

Series A Convertible Redeemable Preferred Stodkeins and accretion are recorded based on an
effective yield of 5.43% applied to the carryindusof the Series A Convertible Redeemable Pradesteck.

Ranking

The shares of Series A Convertible Redeemable fPeef&tock rank, as to dividends, redemption pays
and rights upon liquidation, dissolution or windiag, senior to the shares of common stock andparity with
each other.
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Dividends

The holders of shares of Series A Convertible Rexddde Preferred Stock are entitled to receive énits
prior to any amounts being paid on the shares wincon stock when, as and if declared by the Board of
Directors out of funds legally available therefdbévidends on the Series A Convertible RedeemaldéeRed
Stock are payable as follows:

e From the original issuance date of the Seri€xofvertible Redeemable Preferred Stock until May 15
2006, dividends accrue at an annual rate of 7.08eofum of the liquidation amount, which is $2¢
per share (subject to adjustment), plus any accatedland unpaid dividends, with 3.5% of the
original investment amount payable in cash wherditielend is declared and the rest accrued in
additional shares and compounding quarterly umil$eries A Convertible Redeemable Preferred
Stock either converts, is redeemed or a liquidagheent occurs.

* Beginning on May 16, 2006, dividends will accatean annual rate of 3.0% of the sum of the
liquidation amount plus any accumulated and ungaiaiends, all of which will be payable in cash
a quarterly basis when the dividend is declared.

In addition, when and if the Board of Directors ldees regular quarterly dividends on the commonkstqg
to $0.065 per share, holders of Series A ConvertR@deemable Preferred Stock are not entitledrtaipate in
the common stock dividend. However, the Series Avedible Redeemable Preferred Stock will partitépan
an as-converted basis in any dividends on the camstaxk in excess of the regular quarterly divideofl
$0.065 per share.

Conversion at the Option of the Holder

The shares of Series A Convertible Redeemable fPeef&tock are currently convertible, in wholeror i
part, at the option of the holder, into sharesarfimon stock at a conversion rate of one sharemfomn stock
for each share of Series A Convertible RedeematgifePed Stock, subject to adjustment for certaients,
including stock splits, stock dividends and diletigsuances of capital stock.

Liquidation Rights

Upon any liquidation, dissolution or winding uptbe Company, the holders of Series A Convertible
Redeemable Preferred Stock are entitled to a l&iod preference, prior to any amounts being paithe
common stock, in an amount equal to the greater of:

(1) The sum of $26.00 per share of Series A CdiblerRedeemable Preferred Stock plus accumulated
and unpaid dividends to the payment date (in eask,@s adjusted for stock dividends, stock
combinations, or similar events) and

(2) The product of

(a) the price of the common stock calculated as thesaxecof the daily closing prices for the comr
stock for five consecutive trading days selectedhgyBoard of Directors out of the 20 trading
days preceding the date of the liquidation, dissmtuor winding up; and

(b) the number of shares of common stock which thedreldf Series A Convertible Redeemable
Preferred Stock would have been entitled to reciéitreey had converted their shares immedia
prior to liquidation, dissolution or winding up.

Change of Control

Upon any change of control of the Company, the érsladf Series A Convertible Redeemable Preferred



Stock are entitled, in each holder's sole discnetio elect to receive the liquidation amount gears, as
described above, plus accumulated and unpaid did&l® the payment date. If no election is madehtiiders
will retain their shares of Series A Convertibledeemable Preferred Stock.

The Company's charter prohibits it from enterin imost change of control transactions unless the
transaction provides that the holders of SeriesoAv@rtible Redeemable Preferred Stock have thé righ
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to convert such shares into the same kind and anudsecurities, cash and other property that udtier
would have received if the Series A Convertible &sdable Preferred Stock had been converted intoncom
stock immediately prior to the proposed transactibtihe consideration to be received by the haddrcommot
stock in a proposed transaction is less than thestedl conversion price for the Series A Convestibl
Redeemable Preferred Stock in effect at the timteetransaction, then the holders of Series A €dible
Redeemable Preferred Stock would be entitled, inistelgt prior to the proposed transaction, to cohsach
Series A Convertible Redeemable Preferred Stockdaimmon stock at a per share conversion pricel égjua
99% of the per share consideration to be receiveldd proposed transaction by the holders of comsback.

Voting Rights

Each holder of Series A Convertible RedeemablegPied Stock is entitled to the number of votesgbeire
equal to the number of whole shares of common stdokwhich all of the holder's shares of Series A
Convertible Redeemable Preferred Stock are cofentiith respect to all matters submitted for staxkler
approval. Except as provided by law or by the espterms of the Series A Convertible Redeemablieifed
Stock, holders of Series A Convertible Redeemaldéered Stock vote together with holders of thengwmn
stock as a single class. For so long as therergrelares of Series A Convertible Redeemable Resf&tock
outstanding, the approval of the holders of attlaasajority of the Series A Convertible Redeemébieferred
Stock will be required to take certain actions uniéhg:

e any reclassification of the Series A ConvertiRledeemable Preferred Stock or any amendment,
alteration or repeal of any provision of our chadebylaws that adversely affects the dividend or
liquidation preferences, voting powers or othehtigof the holders of the Series A Convertible
Redeemable Preferred Stock;

< the authorization, creation or issuance of aolditl equity securities ranking senior to or on wéh
the Series A Convertible Redeemable Preferred Stittkrespect to liquidation or distributions, or
any security convertible into, or which providesght to acquire, a senior or pari passu security;

e any issuance of shares of common stock at ah@e price equal to or less than $26.00, sulgect t
certain adjustments, or securities convertible ortexchangeable for common stock at a per share
conversion or exchange price equal to or less #2&n00; and

» the declaration, payment or making of any dividendistribution on the common stock other than
regular quarterly dividend of $0.065 per shareahmon stock subject to nominal increases
consistent with past practices.

Redemption at the Company's Option

The Series A Convertible Redeemable Preferred Stanknot be redeemed at the Company's option until
May 15, 2004. From and after May 15, 2004 and &y 15, 2006, so long as the common stock isdiste
the New York Stock Exchange or The Nasdaq Natibteket, the Company may redeem shares of the S&ries
Convertible Redeemable Preferred Stock, in whole part, within 45 days of any period in which #lesing
price of the common stock for at least 20 conseeutiading days equals or exceeds 200% of the csiove



price, which is initially $26.00 per share; prouidihat the 20-day period may not begin before May 1
2004. After May 15, 2006, the Company may redeesrSéries A Convertible Redeemable Preferred Stock,
whole or in part, at the discretion of the majodfithe members of the board of directors who atestected by
the holders of the Series A Convertible RedeemBla¢erred Stock. In either case, the redempticcepf each
share of Series A Convertible Redeemable Pref&tecdk is equal to the liquidation amount, plus acalated
and unpaid dividends to the redemption date. Tloesim to redeem the Series A Convertible Redeesnabl
Preferred Stock is to be made in the discretioinefdirectors not elected by the holders of théeSek
Convertible Redeemable Preferred Stock.
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Redemption at the Option of the Holder

The holders of the Series A Convertible RedeemBldéerred Stock have the right to require the Campa
to redeem their shares only:

- after the tenth anniversary of the original &ste of the shares (May 15, 2011);

* upon a change of control of the Company; or

* inthe event the Company sells all or substiptil of its assets.

Upon the occurrence of any of these events, a hofdseries A Convertible Redeemable PreferrediStoc
may require the Company to redeem all or a pattiaifholder's shares of Series A Convertible Reddxdsn
Preferred Stock, at a purchase price in cash equhé liquidation amount, as adjusted, of eachestambe
redeemed plus accumulated and unpaid dividendseteedlemption date.

Registration Rights
Demand Registration

The Company has agreed, pursuant to a Registiatgits Agreement dated as of May 15, 2001 with New
Mountain and MidOcean, as successor to DB Capitaddtors, L.P., that if it is not eligible to uée tshort-form
registration statement, Form S-3 (as it currers)yit will register the resale of the securitietchby New
Mountain and MidOcean upon their request, as fatow

« the Company will not register the resale of sii@s more than two times;

» the Company will not register the resale of sii@s more than once during any six-month perati

e The aggregate offering price of the resale ofigées must be at least $10 million.

However, if the Company is eligible to use the sffiom registration statement, Form S-3, New Moimta
and MidOcean will also have the right to requegtsteation on that form two times during any onaryfr a
"shelf" registration permitted by Rule 415 undex 8ecurities Act. A majority of the holders of 8eturities
originally issued to New Mountain and MidOceanaquired to request the "shelf" registration.

If the Company's Board of Directors determines fltiag a requested registration statement woukliltein
a disclosure of information that would materialhdaadversely affect any proposed or pending materia
transaction, the Company may delay the registratiznpostponement may exceed 90 days and all
postponements shall not exceed 120 days in theeggtg in any 12-month period.



The Company may register securities for its owroant or for the account of other stockholders in a
registration requested by New Mountain and MidOg¢sarong as the inclusion of additional securitless not
reduce the amount of securities that may be soldw Mountain and MidOcean.

Securities registrable under the Registration Riglgreement include the Series A Convertible
Redeemable Preferred Stock, the common stock &red securities, if any, issuable upon conversiothef
Series A Convertible Redeemable Preferred Stoek¢timmon stock, if any, purchased by New Mountaih a
MidOcean in accordance with the option grantedhéart by the Company's former chief executive offaed
majority stockholder, and any securities issueithéon in accordance with their preemptive rights.

Piggy-Back Registration

Under the Registration Rights Agreement, the lrorsshave unlimited piggy-back registration rights.
Piggy-back registration means the rights of theléd of the registration rights to include theiargs in a
registration filed by the Company for its own accbar in a registration the Company has filed ugferequest
of other stockholders.
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Expenses

Except as described in the letter agreement anten@ompany, New Mountain and MidOcean (see
"February 2004 Letter Agreement”), the Company laér all the expenses of registration, other #ranfees
and disbursements of the underwriters that aremsstly borne by selling stockholders and all umdéing
discounts, commissions and transfer taxes reladirsgcurities sold pursuant to an exercise of tegisn rights
under the Registration Rights Agreement.

February 2004 Letter Agreement

On February 3, 2004, the Company entered intat@r lagreement with New Mountain and MidOcean that
clarified the parties' understanding of certaithaf terms of the Series A Convertible Redeemal#éeRed
Stock. Under the agreement, the parties confirrhedl tinderstanding that, in determining the nundéeshares
of common stock issuable in connection with anyveosion of the Series A Convertible RedeemabledPred
Stock, dividends accrue on a daily basis up teelRaluding the date of conversion. As part of theeament, the
Company agreed to pursue all necessary regulappmpeals that are required in connection with safeddew
Mountain's and MidOcean's shares. New MountainMittDcean agreed to pay the Company's expenses in
connection with obtaining these approvals and imeation with certain offerings up to $850,000. &nthe
agreement, the Company also granted, subject toroasy confidentiality restrictions and restrictsoon use,
certain limited information rights to New Mountafioy so long as the shares constituting its origimeestment
in the Company that remain beneficially owned bywW\\ountain represent at least 5% of the Company's
common stock determined on an as-converted basis.

Indemnification

The Company has agreed to indemnify the Investamat any losses, including fees and other exgense
which may arise out of an untrue statement or aission of a material fact in any registration sta¢at, other
than untrue statements or omissions of materids$ f@@ade in or omitted from the registration statenmeade in
reliance on written information furnished by theéstors to the Company for use in the registradtatement.
Each Investor, severally and not jointly, has agreeindemnify the Company and any underwriteripguating
in the registration statement against any lossasniay arise out of any untrue statement or omissid materie
facts made in or omitted from the registrationestant in reliance on written information furnishgdthe
Investors to the Company for use in the registrasimtement. The amounts owed by the Investorsruhide
indemnification obligation shall not exceed theqaeds the Investors received from the sale of gemuunder
the registration statement.

Transferability of Registration Rights

The Investors may freely transfer the registratights to any of their affiliates. The Investorsyraso
transfer the registration rights to any other pertmowhom the Investors or their affiliates tramsfares of



Series A Convertible Redeemable Preferred Sto¢ckeocommon stock into which the Series A Convest
Redeemable Preferred Stock converts having an gagreurchase price or liquidation amount of a&tl&40
million.
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Other Terms of Series A Preferred Stock
Corporate Governance

Pursuant to the terms of the Series A Convertildddemable Preferred Stock, the holders of the Sarie
Convertible Redeemable Preferred Stock are injtiititled to elect one-half of the members of @mnpany's
Board of Directors. The percentage of the CompaBgard of Directors that the holders of the Sefies
Convertible Redeemable Preferred Stock may elexedses as the number of shares of Series A Cdrleert
Redeemable Preferred Stock outstanding decreasies following manner:

% of Series A
Convertible Redeemable
Preferred Stock

Originally Issued % or Number of
Still Qutstanding Directors
90% and abov 50%
50% to 89.9% 40%
25% to 49.9% 25%
10% to 24.9% one membe
0% to 9.9% none

So long as at least 10% of the Series A ConverRgldeemable Preferred Stock originally issued resnai
outstanding, each committee of the board of dirsctbe board of directors of any subsidiary of @menpany
and each committee of any such subsidiary's bdaddectors shall include a proportionate numbedioéctors
nominated by the holders of the Series A Convextidédeemable Preferred Stock.

In addition, in the event that the Company failp&y the redemption price for the Series A Conlkti
Redeemable Preferred Stock in connection with pgaroedemption request in an amount at least ¢qu&30
million, the holders of the Series A Convertibledeemable Preferred Stock will be able to elect pority of
the Company's Board of Directors until the redeopfirice is paid.

Any significant changes in the Company's ownersimig control could require Department of Education o
other regulatory agency approval.

In addition to any other Board of Directors or $tealder action that may be required, for so longhas
holders of Series A Convertible Redeemable PraleBteck own shares of Series A Convertible Redetmab
Preferred Stock and/or shares of common stock septing (on an as-converted basis) at least 50#tedberies
A Convertible Redeemable Preferred Stock originakyed to the holders of the Series A Convertible
Redeemable Preferred Stock, the approval of a ihaffrthe directors elected by the holders of 8szies A
Convertible Redeemable Preferred Stock will be ireguin order for the Company to take certain atjo
including:

< Any authorization or issuance, reclassificati@purchase, redemption or other acquisition of@ny
the Company's equity securities or any rights, ar#s, options or other securities exercisable ffor o
convertible into any equity securities;



Any issuance or incurrence of indebtedness thatduasult in the Company having in excess of an
aggregate of $25 million of indebtedness outstagidin

e Any liquidation, dissolution, winding up or re@mization of the Company;

*  Any transaction or series of related transastionolving a change of control or the sale ofoall
substantially all of the Company's equity or assat@ny acquisition, disposition or other business
combination involving consideration in excess o® $2illion;

*  Any amendment to the Company's charter or by/amwd
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e The removal or replacement of, or the establestinof the level or form of compensation payable to
the Company's chief executive officer, chief opambfficer or chief financial officer.

Preemptive Rights

So long as the holders of the Series A Converit@deemable Preferred Stock own shares of Series A
Convertible Redeemable Preferred Stock and/or stadreommon stock representing (on an as-convédsis)
at least 50% of the shares of the Series A Corleritedeemable Preferred Stock originally issuatiéo
holders of the Series A Convertible Redeemablegiied Stock, the holders of the Series A Convertibl
Redeemable Preferred Stock have the right to peectieeir pro rata portion of new equity securities the
Company issues, other than certain exempt issuances

8. Long-Term Liabilities.
Lease Incentives

In conjunction with the opening of new campuse€irarlotte, North Carolina (two campuses), Cary,thor
Carolina, and corporate offices in Arlington, Vin@, during 2002, the Company was reimbursed byetssors
for improvements made to the leased propertiesaratnount of $1,313,000. In 2003, there was arn0$01,
reimbursement for improvements made to a leasadmaigoffice in Jessup, Maryland. In accordancéwit
Financial Accounting Standards Board Technical &irflNo. 88-1, these reimbursements were capithlize
leasehold improvements and a long-term liabilityabshed. The leasehold improvements and the teng-
liability will be amortized on a straight-line basiver the corresponding lease terms, which rarmge five to
ten years. As of December 31, 2002 and 2003, tlmep@ay had deferred lease incentives of $1,829,860 a
$1,513,000, respectively.

Lease Obligations

In accordance with the FASB Technical Bulletin 186-3, "Accounting for Operating Leases with Sches
Rent Increases”, the Company records rent expanaestraight-line basis over the initial term déase. The
difference between the rent payment and the strdilghrent expense is recorded as a long-ternilityabAs of
December 31, 2002 and 2003, the Company had lddigations of $156,000 and $820,000, respectively.

Indemnification on the Sale of Student Loans

In the fourth quarter of 2003, the Company solditslent loan portfolio to a national student loan
marketing organization. Under the terms of the indiication Agreement, the Company has provided an
indemnification to the purchaser of the studenhéofor claims that may arise due to loan documiamtat
regulatory compliance, and loan servicing for thelsnt loans that were sold. The Company did ragrmify
the purchaser for any credit risk associated vhighibans sold. The Company has recorded a lialofi§§333,00f
for the estimated potential payments under thenmdgcation as of December 31, 2003 and classified a



long-term liability on the balance sheet.

9. Other Employee Benefit Plans.

The Company has a 401(k) plan covering all eligétgployees of the Company. Participants may
contribute up to $13,000 of their base compensakamployee contributions are voluntary. Discretigna
contributions were made by the Company, matchintp%o of annual wages contributed to the plan gae,
and were $205,000, $304,000 and $338,000 for thesyended December 31, 2001, 2002 and 2003,
respectively.

In May 1998, the Company adopted the Strayer Edugdinc. Employee Stock Purchase Plan ("ESPP").
Under the ESPP, eligible employees may purchaseslofthe Company's common stock, subject toicerta
limitations, at 90 percent of its market valuelet tlate of purchase. Purchases are limited to rb@pieof an
employee's eligible compensation. The aggregatebeuwnf shares of common
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stock that may be made available for purchase hycjpmting employees under the ESPP is 2,500,060es.
During 2001, 2002 and 2003, 6,540, 7,443 and 5sb@8es, respectively, were purchased in the opeketiar
employees, at average prices of $42.44, $53.0868d.0 per share, respectively.

10. Stock Repurchase Plan.

As announced on November 3, 2003, the Company'slBidirectors authorized the Company to
repurchase up to an aggregate of $15 million inevaf the Common Stock through December 31, 20@p&n
market purchases from time to time at the discnetibthe Company's management, depending on market
conditions and other corporate considerations.Jtmpany intends to effect such purchases in comg#iavith
Rule 10b-18 under the Securities Exchange Act 8418s amended. This Share Repurchase Plan may be
modified, suspended or terminated at any time byGbmpany without notice. The 2003 activity asseciavith
stock repurchases, all of which was part of a plypinnounced plan, is as follows:

Total number of shares repurchased in 2003

(all during the fourth quarte 32,35(
Average price per share repurchas $ 99.5¢
Amount available for future repurchas $ 11,780,00

11. Commitments and Contingencies.

The University participates in various federal stifinancial assistance programs which are subgect
audit. Management believes that the potential effetaudit adjustments, if any, for the periodgently under
audit will not have a material adverse effect om @ompany's financial position, results of operaior cash
flows.

As of December 31, 2003, the Company had long-tgyerating leases for twenty-one of its campuses and
other administrative locations. Rent expense was38000, $5,165,000 and $6,279,000 for the yaatec
December 31, 2001, 2002 and 2003, respectivelgr Rrithe purchase of three of these campuseshiruaey
2002, the Washington D.C. campus and three of thginia campuses were leased from entities aféitlatvith
the Company's former CEO and majority stockholBemt paid to these entities was $1,946,000, $50220d
$346,000 for the years ended December 31, 2002, 200 2003, respectively. In February 2002, the oty
acquired the Washington D.C., Manassas, Virgimd, \&oodbridge, Virginia, campuses for an aggregéte
$12,000,000 from entities affiliated with the Compa former CEO and majority stockholder. Accordyng
only one lease remains outstanding with affiliaiEthe Company's former CEO and majority stockholdais



lease involved total payments of $346,000 in 20@B expires in 2006. In 2003, the Washington, D.C.
campus was sold for $5.2 million and the Compasmjized a gain of $1.8 million, pre-tax.

The rents on the Company's leases are subjechtmhbimcreases. The minimum rental commitmentsie
Company as of December 31, 2003, are as followth@nsands):
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Total

Amount

Payable

To

Related

Total Parties
2004 $ 6,872 $35¢
2005 7,087 37C
2006 6,63¢ 15€
2007 5,992 —
2008 5,03¢ —
Thereafter 2773 .
$59,36:  $88E

In addition, the Company has available two $10.0ionicredit facilities from two banks. Interest any
borrowings under the facility will accrue at an aahrate not to exceed 0.75% above the Londonbates
Offered Rate. The Company does not pay a fee feiffdkility. There have been no borrowings by tlwrpany
under the credit facility.

12. Income Taxes.

The income tax provision for the years ended Deeegrh, 2001, 2002 and 2003 is summarized below (in
thousands).

2001 2002 2003
Current:

Federa $12,12:  $13,40:  $17,91:

State 2,22: 2,99/ 3,70¢€

14,34 16,39° 21,617

Deferred:

Federa 12¢ 29¢ 25

State 15 34 4

144 338 29
$14,48¢  $16,73(  $21,64¢

The tax effects of the principal temporary diffezes that give rise to the Company's deferred tagtas
(liabilities) are as follows as of December 31, 2@nd 2003 (in thousands):



2002 2003

Tuition receivable and student loe $ 254 $ 314
Accrued vacation payable 44 11z
Unrealized gains on marketable securiti (47) _
Current net deferred tax as 251 427
Student Loan: 241 1832
Property and equipme (379 (739
Deferred leasing cos 62 32¢
Lon¢-term net deferred tax liabilit (70) (22€)
Net deferred tax ass $ 181 $ 19¢
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A reconciliation between the Company's statutoryrédie and the effective tax rate for the yearsdnd
December 31, 2001, 2002 and 2003 is as follows:

2001 2002 2003
Statutory federal rate 35.(% 35.(% 35.(%
State income taxes, net of federal bent 3.% 4.6% 4.2%
Other (0.1%) (0.2%) (0.2%)
Effective tax rate 38.£% 39.4% 39.1%

Cash payments for income taxes were $11,649,00004, $15,502,000 in 2002 and $19,150,000 in 2003.

13. Summarized Quarterly Financial Data (Unaudied).

Quarterly financial information for 2002 and 2083as follows (in thousands except per share data):

Quarter
First Second Third Fourth
2002
Total revenues $29,69¢ $29,82: $23,02¢ $34,16:
Income from operations 11,81¢ 11,71( 3,95¢ 13,74«
Net income 7,43( 7,38¢ 2,71( 8,26(
Net income available to comm
stockholder: 5,41¢ 5,35¢ 67t 6,99
Net income per shar
Basic $ 0.6f $ 0.64 $ 0.0¢ $ 0.7¢4
Diluted $ 0.5z $ 0.51 $ 0.1¢ $ 0.57
Quarter

First Second Third Fourth




2003

Total revenues $36,69¢ $36,96¢ $29,99: $43,37:
Income from operations 14,097 14,03: 7,34( 17,427
Net income 8,87: 8,841 4,85¢ 11,10¢
Net income available to comm

stockholder: 7,597 7,56( 3,561 9,812
Net income per shar

Basic $ 0.71 $ 0.71 $ 0.3t $ 0.91

Diluted $ 0.61 $ 0.6C $ 0.3: $ 0.74

58

STRAYER EDUCATION, INC.
Schedule Il — Valuation and Qualifying Accounts
(in thousands)

Bad debt
expense
Balance  Additions Balance asa % of
beginning charged to end of
Description of period expense  Deductions period revenue
Deduction from asset accou
Allowance for doubtful account
Year ended December 31, 2( $63¢ $2,67C  $(2,5200  $78% 1.6%
Year ended December 31, 2C 457 1,79¢ (1,616 63E 1.5%
Year ended December 31, 2C 48¢ 1,57¢ (1,610 457 1.7%
Allowance for loan losse:
Year ended December 31, 2C 603 141 (617) 127
Year ended December 31, 2C 53¢ 243 (176 603
Year ended December 31, 2C 46F 19¢€ (125) 53€

Item 9. Changes In and Disagreements With Accotants on Accounting and Financial Disclosure.

None.

Item 9A. Controls and Procedures.

The Registrant's Chief Executive Officer and Cligfancial Officer have evaluated the effectivereshie
Registrant's disclosure controls and procedured Becember 31, 2003. Based upon such review, tiefC
Executive Officer and Chief Financial Officer haa@ncluded that the Registrant has in place, asegEbber
31, 2003, appropriate controls and procedures deditp ensure that information required to be disadl by the
Registrant (including consolidated subsidiarieghmreports it files or submits under the Seasittxchange
Act of 1934, as amended, and the rules thereuisdexcorded, processed, summarized and report&éhwiite
time periods specified in the Commission's rules fanms. Disclosure controls and procedures includgnout
limitation, controls and procedures designed taignthat information required to be disclosed bysaner in
reports it files or submits under the Securitiest&ange Act is accumulated and communicated to gggsRant'
management, including its principal executive @fior officers and principal financial officer difioers, or
persons performing similar functions, as appropriatallow timely decisions regarding required ltisare.
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PART 1lI

Item 10. Directors and Executive Officers.

The following table sets forth certain informatiaith respect to the Company's directors and exeeuti
officers.

Name Age Position

Directors:

Robert S. Silberma 46 Chairman of the Board and Chief Executive Offi

Dr. Charlotte F. Beasc 56 Director

William E. Brock 73 Director

David A. Coulter 56 Director

Gary Gensle 46 Director

Robert R. Grusk' 46 Director

Robert L. Johnso 57 Director

Steven B. Klinsky 47 Director

Todd A. Milano 51 Director

G. Thomas Waite, Il 52 Director

J. David Wargc 50 Director

Executive Officers:

Scott W. Steffey 42 Executive Vice President and Chief Operating
Officer

Dr. J. Chris Toe 49 University Presider

Mark C. Brown 44 Senior Vice President and Chief Financial Offi

Steven A. McArthui 46 Senior Vice President and General Coul

Robert E. Farmer 65 Vice President, Human Resources, Administration
and Training

Lysa A. Hlavinka 37 Vice President, Marketin

Kevin P. O'Reaga 44 Vice President and Chief Technology Offi

Sonya G. Udle 36 Vice President, Corporate Communicatit

Michael J. Fortunat 40 Controller

Directors

Mr. Robert S. Silbermahas been Chairman of the Board since February 266 hief Executive Officer
since March 2001. Mr. Silberman was Executive igiBence at New Mountain Capital, LLC from Augus6@0
to March 2001. From 1995 to 2000, Mr. Silbermarvedras President and Chief Operating Officer (and i
certain other capacities) of CalEnergy Company, Fnom 1993 to 1995, Mr. Silberman was Assistarth&
Chairman and Chief Executive Officer of InternatibRaper Company. From 1989 to 1993, Mr. Silberman
served in several senior positions in the U.S. Btepent of Defense, including as Assistant Secretatihe
Army. Mr. Silberman has been a Director of Stragiace March 2001. He also serves on the Board iefciirs
of Surgis, Inc.

Dr. Charlotte F. Beasois a consultant in education and health care adtnation. From 1988 — 1996 she
was Director of Health Professions Education Seraied the Health Professional Scholarship Progtahea
Department of Veterans Affairs. From 2000 to 20DB,Beason was Chair and Vice Chair of the Commorssir
Collegiate Nursing Education (an autonomous agekcyediting baccalaureate
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and graduate programs in nursing); she is currenthember of the Accreditation Review Committeéhef



American Nurses Credentialing Commission. Dr. Baas@ member of the Nominating/Governance Come
of the Board and also a member of the Strayer UsityeBoard of Trustees.

Mr. William E. Brockis the Founder and has been Chairman of BRIDGE®irgaSystems, Inc., an
education services company, since 1996. From 1988%5, Mr. Brock was the founder and Chairmarhef t
Brock Group, a firm specializing in internationedde, investment and human resources. From 198888, Mr.
Brock served as the U.S. Secretary of Labor. FréB11o 1985, Mr. Brock served as the U.S. Trade
Representative. From 1977 to 1981, Mr. Brock seag@hairman of the Republican National Commitiée.
Brock served as a U.S. Senator from the State ofid®see from 1971 to 1977. Mr. Brock is also addinreof
On Assignment, Inc., HealthExtras, Inc. and Fed&liedical, Inc. Mr. Brock is Chair of the
Nominating/Governance Committee of the Bo:

Mr. David A. Coultethas been Vice Chairman, J.P. Morgan Chase & Cm fbecember 2000 to the
present. Mr. Coulter was Vice Chairman of The Chdaahattan Corporation from July 2000 to December
2000. Prior to joining Chase, for several years, ®bulter led the west coast operations of the Bed&roup, a
private investment and strategic advisory firm, pridr to that Mr. Coulter served as the Chairmaad &hief
Executive Officer of the BankAmerica Corporationt.Moulter currently serves on the Board of Direstof
PG&E Corporation, and he is Chair of the Compensafiommittee of the Board.

Mr. Gary Gensleserved as Under Secretary of the U.S. Departmethieofreasury from 1999 to 2001, ¢
before that as Assistant Secretary of the Treasany 1997 to 1999. From 1988 to 1997, Mr. Genslasw
partner of The Goldman Sachs Group, L.P., whergeheed in various capacities including co-headrafrfce,
responsible for controllers and treasury worldwide. Gensler is co-author of "The Great Mutual Fdmep."
He serves as a Trustee of the Baltimore Museunripftde Bryn Mawr School, The Enterprise Foundatod
is a member of the Board of Visitors of the Uniwtgrsf Maryland Baltimore County and is a membettod
Board of the Johns Hopkins Center for Talented Moltr. Gensler also serves on the Management Adviso
Board of New Mountain Capital, L.L.C. Mr. GenslerGhair of the Audit Committee of the Board.

Mr. Robert R. Gruskizas been a Member of New Mountain Capital, LLC sid@&nuary 2000. Since 2000,
Mr. Grusky has also been the managing member dfitfiged liability company that is the general peat of
Hope Capital Partners, L.P., an investment partigtbat invests primarily in public equities. Frdr@98 to
2000, Mr. Grusky served as President of RSL InvestsiCorporation. From 1985 to 1997, with the ekoapof
1990-1991 when he was on a leave of absence te asra White House Fellow and Assistant for Special
Projects to the Secretary of Defense, Mr. Gruskyeskin a variety of capacities, including Vice §ldent at
Goldman, Sachs & Co., first in its Mergers & Acdtiiss Department and then in its Principal InvestinArea.
He is also on the Board of Directors of Surgis, bned a member of the Board of Trustees of HacRlgyool
and the Multiple Myeloma Research Foundation. MugRBy is a member of the Nominating/Governance
Committee of the Board.

Mr. Robert L. Johnsois the founder and Chief Executive Officer of Bldektertainment Television (BE
a subsidiary of Viacom and the leading African Airoan-operated media and entertainment companyein th
United States. Mr. Johnson has held this positoomfore than five years. Mr. Johnson previouslylpasitions
at the Washington Urban League and the Corpor&ioRublic Broadcasting. Mr. Johnson serves on the
following boards: US Airways; Hilton Hotels Corptian; General Mills; United Negro College Fund; Natl
Cable Television Association; and the American Rifstitute. Mr. Johnson is also a member of therBad
Governors for the Rock and Roll Hall of Fame inv@land, Ohio; and the Brookings Institute. Mr. Jebtmis a
member of the Compensation Committee of the Board.

Mr. Steven B. Klinskig the Founder and has been the Managing MembeChiad Executive Officer of
New Mountain Capital, LLC since January 2000. FA#87 to June 1999, Mr. Klinsky was a general parof
Forstmann Little & Co., a private equity firm. M¢linsky was non-executive Chairman of the Boardrfro
March 2001 until February 2003. Mr. Klinsky is tBeard's Presiding Outside Director. He also seovethe
Board of Directors of Surgis, Inc.
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Mr. Todd A. Milanchas been President and Chief Executive Officerasftfal Pennsylvania College since
1989. Mr. Milano is a member of the Audit Committefehe Board and is also a member of the Strayer
University Board of Trustees.

Mr. G. Thomas Waite, Ilhas been Treasurer and Chief Financial Officehefdlumane Society of the



United States since 1993. In 1992, Mr. Waite wasDIrector of Commercial Management of The National
Housing Partnership. Mr. Waite is a member of thelinCommittee of the Board and is also a membéhef
Strayer University Board of Trustees.

Mr. J. David Wargdas been a Member of New Mountain Capital, LLC sid@nuary 2000. Since 1993,
Mr. Wargo has also been the President of WargocCaomdpany, Inc., an investment management companoyn
1989 to 1992, Mr. Wargo was a Managing Director 8adior Analyst of The Putnam Companies, a Boston-
based investment management company. From 1988& Mr. Wargo was a partner and held other passtio
at Marble Arch Partners. Mr. Wargo is also a Divecf OPENTV Corporation. Mr. Wargo is a membethaf
Compensation Committee of the Board.

Executive Officers

Mr. Scott W. Steffdpined Strayer in March 2001 as its Executive \izesident and Chief Operating
Officer after serving as an Executive in Residestcdew Mountain Capital, LLC from March 2000 to Mar
2001. Prior to that, Mr. Steffey served for fouaygas Vice Chancellor of the State University efWNYork, the
largest public post-secondary higher educatioresysh the world. He is also the founder of the @raBchools
Institute, an organization that establishes cortipetk-12 schools in New York State dedicated toviting
improved educational opportunities for economicdilsadvantaged students. Previously, Mr. Steffdgt benior
management positions at NYNEX Corporation and AoariExpress Company.

Dr. J. Chris Tods the University's President. Dr. Toe has spenteZs in government, international
business, and higher education. Eight of his 14symahigher education have been at Strayer, wihécjoined in
1993. He began his career as an economist in tlst Mfiecan Republic of Liberia and served on thereamics
faculty at Texas Tech University in Lubbock, Texasmany years. Prior to becoming University Preaigl Dr.
Toe was University Provost and Academic Dean. Rddhat, he managed enrollment and student sex\vécel
graduate programs at the University. He has bd@&missor and Campus Dean, and he still teachedaaje
research class.

Mr. Mark C. Brownjoined Strayer in September 2001 as its Senior Piesident and Chief Financial
Officer. Mr. Brown was most recently the Chief Ficgl Officer of the Kantar Group, the informatiand
consultancy division of WPP Group, the multi-naiboommunications services company. Prior to tloat,
nearly 12 years, Mr. Brown held a variety of mamaggt positions at PepsiCo Inc. including Directbr o
Corporate Planning for Pepsi Bottling Group andiBess Unit Chief Financial Officer for Pepsi-Cola
International. Mr. Brown is a CPA who started héseer with PricewaterhouseCoopers LLP.

Mr. Steven A. McArthuypined Strayer in May 2001 as its Senior Vice Rfest and General Counsel. Mr.
McArthur is responsible for oversight of all legahtters for Strayer and coordinating with othepogsible
officers on various regulatory, administrative, éoypee benefit, real estate, leasing and insuraratéens. Mr.
McArthur previously served as Senior Vice Presidamd General Counsel to MidAmerican Energy Holdings
Company, a Fortune 500 diversified holding compamg a number of its public company subsidiaries. M
McArthur has over 18 years experience advisingousrpublic companies in the areas of regulatoryptiamce,
mergers and acquisitions, financings and relatgdl lmatters.

Mr. Robert E. Farmeis Vice President of Human Resources, Administragind Training for Strayer, a
position to which he was appointed in 2001. PreslipuMr. Farmer was the University's Director oféations
(in 2000) and Director of Human Resources for tidversity, a position he held since 1995. Mr. Farmas the
Campus Coordinator of the University's Arlingtomgaus from 1992 until 1995, and he was the Direcfor
Admissions at that campus from 1990 to 1992.

Ms. Lysa A. Hlavink&as been working in the for-profit education fiédd the past 11 years and joined
Strayer in May 2001 as Vice President, Marketing. Mlavinka started her career as an account
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executive at an advertising agency and joined thigdysity of Phoenix in 1990. As that company gré&is,
Hlavinka held positions as Marketing Manager, Diveof Administrative Services, and, most recertigtional
Director of Advertising. While at the University Bhoenix, she taught marketing and public relatmmgses as
an adjunct faculty member.

Mr. Kevin P. O'Reagahas been active in the technology field for thet f8syears and joined Strayer in
July 2001 as its Vice President and Chief Technpl@fficer. Mr. O'Reagan started his career with Arseé:n



Consulting and later joined Prudential MortgagéhasDirector of Technology. He most recently was th
Chief Technology Officer of the RIA Group of thedrpson Corporation. Mr. O'Reagan has also develape
taught courses at the post-graduate level as ametdjpculty member at The Johns Hopkins Univerisitiys
Information Technology Program.

Ms. Sonya G. Udldoined Strayer as its Vice President, Corporate @amications in July 2002, bringing
over 14 years of public relations and marketing eamications experience to Strayer. For the twogpaor to
joining Strayer, she served as a public relatiorsraedia strategies consultant. She previouslyesesg Senic
Vice President at Young & Associates Inc., a putdiations agency, where she developed communitatio
strategies and media programs for Bell Atlantign$ns, Verizon and other leading technology congsani

Mr. Michael J. Fortunatqgoined Strayer as its Controller in September 2@Bidging 17 years of
accounting experience from a variety of industriesluding healthcare, real estate, internationa¢sting and
most recently software development. Mr. Fortunata CPA who started his career with the accourfiingof
KPMG Peat Marwick.

Certain Significant Employees of the University

The following information is supplied with respéoctcertain other significant employees of the Ursity:

Name Age Position

Dr. J. Chris Toe 49 University Presider

Kristin Jones 32 Dean of Academic Development and Train

James F. McCoy 44 Regional Director —North Carolina, South Carolir
Tennessee and Geor

Stan L. Petree 50 Regional Academic Dean — North Carolina, South
Carolina, Tennessee and Geot

Reginald Raine' 36 Regional Directo— Virginia

Dr. John R. Cronii 57 Regional Academic Dee— Virginia

Michael O. Williams 50 Regional Director — Maryland, Pennsylvania and
Washington, D.C

Keith D. Dillon 46 Regional Academic Dean — Maryland,
Pennsylvania and Washington, D

Pamela S. Be 44 Director, Strayer University Onlin

Betty G. Shuforc 61 Dean of Student Affair

Marjorie Arrington 42 Director of Financial Aid and Title IV Compliant

Ann P. Berge 49 Director of Business Developme

Gregory Ferenbac 45 Deputy General Couns

David A. Moulton 51 Director of Libraries

Randi S. Reicl 30 Director of Business Process

Geoffrey D. Rotfk 38 Director of Facilities

Michael K. Schuchel 33 Director of Institutional Research and Assessn

Cyndi L. Wastlel 38 Director of Academic Recorc
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Dr. J. Chris Toe 49, is the University's President. Dr. Toe haan$@5 years in government, international
business, and higher education. Eight of his 14symahigher education have been at Strayer, wihécfoined in
1993. He began his career as an economist in tlst Mfiecan Republic of Liberia and served on thereamics
faculty at Texas Tech University in Lubbock, Texassmany years. Prior to becoming University Preaigl Dr.
Toe was University Provost and Academic Dean. Rddhat, he managed enrollment and student sex\vécel
graduate programs at the University. He has bd@&missor and Campus Dean, and he still teachesdaaje
research class.

Ms. Kristin Jones 32, is the University's Dean of Academic Develeptrand Training. Ms. Jones is



responsible for managing the development and trgiprocesses for academic faculty and staff. Asqfar
her role, she oversees the development of tramaguals, monitors academic qualifications, and wat&sely
with the Director of Institutional Research and éssment on outcome assessment and review effostsldvies
has been with Strayer University for 6 years argldaved in a number of positions, including Canipean,
Campus Manager, and Admissions Officer. Prior ioifjg Strayer, Ms. Jones taught within the Virginia
Community College System.

Mr. James F. McCoy44, is the University's Regional Director-Northr@lina, South Carolina, Tennessee
and Georgia with oversight responsibilities foradiministrative functions of that Region's campuseduding
student enrollment, retention, collection of reveamd budget. Mr. McCoy has been active in progmnet
education for the past 19 years, and joined Strisy#8994. He has worked with several school syst@aeisding
Phillips and Branell in management capacities # blwe campus and corporate levels. Mr. McCoy kéansive
experience in new campus start-ups, P&L manageraadtaccreditation and compliance regulations. In
addition, he has management experience in botadhenistrative and academic operations of a campus.

Mr. Stan Petree 50, is the University's Regional Academic DeamtN&arolina, South Carolina,
Tennessee and Georgia. Mr. Petree has been wayestior 7 years and has held a number of admétingér anc
academic positions in the University. Currently,. [etree has supervisory responsibilities for tealamic
administration of eight campuses. Prior to his apipgent as Regional Academic Dean, his most regesition
was Campus Dean at the North Charlotte CampusPBtree also has over 20 years of experience ioftice
furniture and retail drug industries.

Mr. Reginald Rainey 36, is the University's Regional Director-Virganiwith oversight responsibilities for
all administrative functions of that Region's camsgmi Mr. Rainey has been with Strayer Universittesin
years, with experience in Campus Manager and @stions including student enrollment, retenticoljection
of revenue and budget.

Dr. John R. Cronin 57, is the University's Academic De¥irginia who, in conjunction with the Preside
coordinates academic and administrative suppoviceer for the region's undergraduate and graduatggams.
Dr. Cronin joined Strayer in 1986 as an adjunct laasibeen a full-time professor as well as DeaheHenrico
campus. Prior to that, he served in Viet Nam wlith S Marines and then worked as a defense consirita
Washington, D.C. and the United Kingdom while coetiplg his doctorate in politics at the Universify o
London.

Mr. Michael O. Williams 50, is the University's Regional Director-MarydafPennsylvania, and
Washington D.C. with oversight responsibilities &iradministrative functions of that Region's carsgs,
including student enrollment, retention, collectmfrrevenue and budget. Mr. Williams has been eygaat the
University since 1992. Mr. Williams, an alumnustloé graduate program at Strayer University, wasaér
Campus Coordinator of the Washington Campus, 1988.2and previously an admissions representative.

Mr. Keith D. Dillon, 46, is the University's Regional Academic Deamns¥snd, Pennsylvania, and
Washington, D.C. with oversight responsibilities &l academic functions of that Region's campulsks.
Dillon's qualifications include a life-long commiént and experience in educating adult learnergjdimg 8
years teaching at the university level and 24 yaara business, government and senior academiisthauior .
Mr. Dillon has been employed with Strayer Universiince 1999, has served as a Professor and Cdbgaus
and continues to teach graduate computer and lassaoeirses.
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Ms. Pamela S. Beli4, is the University's Director of Strayer Universtdnline. In this capacity, Ms. Bell
oversees all functions including, academics, adoniss international outreach and business operafian
Strayer University Online. She manages the delia@y ensures the quality of teaching in online sesir
coordinates online assessment of faculty for teldgyesmediated teaching; and is responsible for lfsicu
training. Prior to her appointment as Director @bRuary 2002, Ms. Bell served for almost three year
Assistant Vice President and Division Manager atGS#anaging various online related programs and
applications. Prior to this, Ms. Bell served wittne§yer University Online in various assignments|uding
Academic Dean, Distance Learning Coordinator anchisdions Counselor.

Ms. Betty G. Shuford61, is the University's Dean of Student Affairshathe responsibility for ensuring t
non-academic needs of students are being metiagtins. Ms. Shuford has been with Strayer Unityefer
nineteen years. She previously served in a nunflq@ositions, including Regional Director and Adnsinative



Dean, and Campus Manager at four different campuses

Ms. Marjorie Arrington, 42, is the University's Director of Financial Aaad Title IV Compliance. Ms.
Arrington is responsible for administering the Usnisity's Title IV programs and insuring that allitarsity
practices in this area comply with the applicalimmistrative and regulatory standards requirethieyHEA.
Ms. Arrington has been actively involved with thate, regional and national associations of stufieancial
aid administrators and the U.S. Department of EtloicaMs. Arrington has over 17 years of experieincthe
administration of Title IV funds.

Ms. Ann P. Berger49, is the University's Director of Business Depenent. In this role, Ms. Berger wol
with Fortune 500 companies to provide ways foriferteducating their employees as part of the orgdions'
workforce development efforts. Prior to joining &ter University, Ms. Berger worked for Chubb Congput
Services staffing and training division with respitlities for the Southeastern Region. Ms. Beligex CPA,
who before Chubb, was involved with a number of patar technology companies in various capacities
including program and sales management.

Mr. Gregory Ferenbach5, is the University's Deputy General Counsel. Brenbach provides advice
and counsel on diverse legal and policy issuesidticy regulatory compliance, strategic alliancethwi
corporations and government institutions, key amts with suppliers, litigation and human resouissses. Mi
Ferenbach is also responsible for the legal aspéetspansion into new states, including obtaimegulatory
approvals, and for federal government relationmrRo joining Strayer, Mr. Ferenbach was SeniozeVi
President and General Counsel to the Public BraaithcpService (PBS).

Mr. David A. Moulton, 51, is the University's Director of Libraries. Mloulton manages library services
and collections for all campus locations as wellaa®nline users. Mr. Moulton oversees the operstiof the
University's main library, the Wilkes Library in ©. and the Learning Resource Centers at each camdpus
Moulton has been employed by Strayer for 26 yaaesvariety of Librarian positions. Mr. Moulton has
Masters Degree in Library Science and has held reeship in the American Library Association for o\&&r
years and has been a member of the Virginia LibRagociation for 15 year.

Ms. Randi S. Reicl30, is the University's Director of Business Prgess In this role, Ms. Reich is
responsible for achieving efficiencies through pscimprovement with particular emphasis on systems
enhancements. Ms. Reich previously held the positad Director of New Campus Openings and Direofor
Corporate and Institutional Alliances and also sdras a campus manager at Strayer. Prior to joBirayer,
Ms. Reich co-founded and managed business andgitratevelopment for Mascot Network, an application
service provider serving the higher education miank#h an "enterprise portal”. Ms. Reich also sergeveral
years in city government with the City of New Yak the Assistant Director in the Mayor's Office
Transportation and also worked at Boston Consul@ngup.

Mr. Geoffrey D. Roth38, is the University's Director of Facilities witesponsibility for leasing, managing
and maintaining all campus locations and other Brsiity real estate. Mr. Roth is responsible forlapects of
site selection, transaction management, construdiimniture & equipment delivery and relocationt. NRoth
also works with each campus to insure that frois@af and physical perspective, each location isitaged to
Strayer standards. Mr. Roth has 15 years of cotpoeal estate experience, including serving asecior of
Corporate Services at Cushman & Wakefield, Inc.rethe helped Fortune 500 clients manage theirestate
portfolios.
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Mr. Michael K. Schucher83, is the University's Director of Institutionak&earch and Assessment. Pric
joining Strayer University in 2001, Mr. Schuchegtwed as the Director of Institutional Researctha
Montgomery County Community College. Mr. Schucliers several years experience serving as a research
associate at the American Sociological Associatioa Association of American Medical College, argkaior
associate at the American Association of Healtm®I8r. Schuchert also teaches undergraduate sggiaind
statistics courses at Strayer University.

Ms. Cyndi L. Wastler 38, is the University's Director of Academic Retto Mrs. Wastler is responsible for
the oversight of the University's Transcript Evaiom Center, the Records Office, Veterans Serviaed,the
warehouse. In addition, she also works with otheivkrsity administrators on regulatory and compi@n
matters that affect the University. Mrs. Wastles baen with the University for eleven years workivithin in
the Academic Records Office. Previously, Mrs. Warsilas in retail sales management.



Audit Committee and Audit Committee Financial Expett

The Company has a separately-designated standidij Bammittee established in accordance with sactio
3(a)(58)(A) of the Exchange Act. The Audit Commetis composed of Gary Gensler, Todd A. Milano and G
Thomas Waite, each of whom are independent asdhatis used in Item 7(d)(3)(1V) of Schedule 14Adenthe
Exchange Act.

The Board of Directors has determined that Garyseemualifies as an "audit committee financial erth
as defined by Securities and Exchange CommissidesRbased on his education, experience and baakdro

Section 16(a) Beneficial Ownership Reporting Compdince

The Securities Exchange Act of 1934 requires thea@my's directors, executive officers and 10%
stockholders to file reports of beneficial ownepsbf equity securities of the Company's and toilrrtopies of
such reports to the Company. Based on a reviewdf seports, and upon written representations tertain
reporting persons, the Company believes that, duhia fiscal year ended December 31, 2003, all filich
requirements were met.

Code of Ethics

The Board of Directors adopted a Code of Ethidséhruary 2004, meeting the requirements of Sedii
of the Sarbanes-Oxley Act of 2002. The Company pritivide to any person without charge, upon request
copy of such Code of Ethics. Persons wishing toersich a request should contact Sonya G. Udleg Vic
President of Corporate Communications, 1100 WiBlwd. Suite 2500, Arlington, VA 22209, (703) 2475
In the event that we make any amendment to, oit granwaiver from, a provision of the Code of Ehibat
applies to our principal executive officer, pringiffinancial officer, principal accounting officer controller an
requires disclosure under applicable SEC ruledntemd to disclose such amendment or waiver andetagons
for the amendment or waiver on our website, locatagdww.strayereducation.com.

Item 11. Executive Compensation.

Executive Compensation

The following table sets forth annual and long-t&mmpensation for the fiscal years ended December 3
2001, 2002 and 2003 for services in all capacitidbe Company of the Chief Executive Officer and tther
four highest compensated executive officers.
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Summary Compensation Table

Long-Term
Compensation
Annual Compensation Awards
All Other Securities
Compensation Underlying
Year Salary Bonus H Options/SAR's
Robert S. Silberma 200: $420,00( $550,00( $ 4,00C 100,000 share
Chairman & CEC 200z $358,75( $300,00( $110,21!
2001 $290,244a) $265,00( $136,57! 350,000 share
Scott W. Steffey 200 $227,00( $300,00( $ 4,00C 25,000 share
Executive VP & COC 200z $213,28: $170,00( $ 4,00C
2001 $170,53¢b) $210,00( $ 93,15( 250,000 share
Mark C. Brown 200: $186,50( $250,00( $ 3,73( 10,000 share
Senior VP & CFC 200z $179,37! $135,00( $ 94,16

2001 $ 57,214c) $ 70,00( $ 32,30¢ 85,000 share



Steven A. McArthui 2002 $190,00( $250,00( $ 3,80C 25,000 share
Senior VP & Gen. Couns 200z $179,37! $150,00( $ 70,75t
2001 $114,564d) $135,00( $ 43,85¢ 125,000 share

Kevin P. O'Reaga 200  $160,00( $125,00( $ NA 10,000 share
Vice President & CTC 200z $153,75( $ 75,00( N/A
2001 $ 92,885e) $ 60,00( N/A 40,000 share

(@) Mr. Silberman joined the Company in March 20Die 2001 salary amount is prorated.
(b) Mr. Steffey joined the Company in March 200heT2001 salary amount is prorated.
(c) Mr. Brown joined the Company in September 20ie 2001 salary amount is prorated.
(d) Mr. McArthur joined the Company in May 2001.erB8001 salary amount is prorated.
(e) Mr. O'Reagan joined the Company in July 2001e 2001 salary amount is prorated.

() Other Compensation reflects, if applicable, Gamy 401(k) match of up to $4,000 and reimburserfant
relocation expenses and associated tax gross-up.
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Option Grants in Last Fiscal Year

Individual Grants

% of Total
Options
Granted
Number of to
Securities Employees  Exercise Fair Value
Underlying or Base of Options
Options in Fiscal Price Expiration at Grant
Name Granted (a) Year ($/Share) Date Date (b)
Robert S. Silberma 100,00( 43% $53.61 Feb. 11, 200¢ $2,128,00!
Chairman & CEC
Scott W. Steffe) 25,00( 11% $53.61 Feb. 11,2000 $ 532,00(
Executive VP & COC
Mark C. Brown 10,00( 1% $53.61 Feb. 11,2000 $ 213,00(
Senior VP & CFC
Steven A. McArthul 25,00( 11% $53.61 Feb. 11,2000 $ 532,00(
Senior VP & Gen. Couns
Kevin P. O'Reaga 10,00¢( 4% $53.61 Feb. 11,2000 $ 213,00(

Vice President & CTC

(&) Vesting 1/3 on Febuary 11, 2004, 2005 and 2006
(b)



Fair value of options at grant date is computedgi8ilack-Scholes methodology (See "Stock Options" i
Note 1 for assumptions used to estimate fair va

Aggregated Option Exercises in Last Fiscal Year an#iscal Year-End Option Values*

Number of Securities

Underlying Unexercised Value of Unexercised
Options Held at in-the-Money Options
Fiscal Year End (#) at Fiscal Year End ($)
Shares
Acquired
on
Exercise Value
Name (#) Realized ($) Exercisable Unexercisable Exercisable Unexercisable
Robert S. Silberma 0 $0 233,33 216,66 $17,533,00 $14,289,00
Scott W. Steffey 0 $0 166,66t 108,33: $12,524,00 $ 7,643,00i
Mark C. Brown 0 $0 56,66¢ 38,33¢ $ 3,479,000 $ 2,291,000
Steven A. McArthui 83,33:  $3,503,400° 0 66,66 $ 0 $ 4,512,00
Kevin P. O'Reaga 0 $0 26,66¢ 23,33¢ $ 1,683,000 $ 1,394,00

*  Pre-tax value.

Directors' Compensation

Directors who are employees receive no additionaigensation for serving as Directors. All Directare
reimbursed for expenses incurred in connection thigr attendance at Board and Committee meetarys,
during the year ended December 31, 2003, non-erapl®jrectors received $2,000 in cash compensation f
each Board of Directors meeting attended. As ofidgnl, 2004, non-employee Directors will receivde0®0 in
cash compensation for each Board of Directors mgetitended. Following the annual stockholders imget
occurring after new Directors first join the Boawmhder the Company's Stock Option Plan, as ameindddy
2001, such new directors are also granted optmpsitchase up to 10,000 shares of common stockigotr$o a
mechanical pricing formula resulting in an exergisiee set at a premium equal to the risk free oateturn
above the then current market price. (Messrs. Klin&rusky and Wargo elected not to receive cashption
compensation for serving on the Board.).
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Employment Agreements and Change in Control Arrangments

In April 2001, the Company entered into an emplogtregreement with Mr. Silberman. The employment
agreement provides for an initial three-year tegrpiring on December 31, 2004, but is automaticaktended
for an additional year commencing on January 12248 each January 1 thereafter, unless the Conquaviy.
Silberman has given written notice by Septembenf3ie immediately preceding year that it or Mib8rman,
as the case may be, does not wish to extend timeaethe agreement. For his services, Mr. Silbermamntitled
to receive an annual salary of at least $350,008 plperformance bonus based on his overall peafoce

In the event that Mr. Silberman is terminated by @ompany without cause, he is entitled to recaive
lump-sum payment of any earned but unpaid salanmyus and benefits, plus an amount equal to thmeesthis
base salary and, in the event of a termination wpolmange in control of the Company, three timedatest
bonus actually paid. The agreement also containsramts restricting Mr. Silberman from competinghvthe
Company for three years after his termination opltyment and requires Mr. Silberman to keep comfiidé the
Company's proprietary information.

None of the Company's other executive officers hatered into employment agreements with the



Company.

Other Compensation Plans

The Company maintains a retirement plan (the "40R{&n") intended to qualify under Sections 40h{@)
401(k) of the Internal Revenue Code of 1986, asnaleé. The 401(k) Plan is a defined contributiom itzat
covers all full-time employees of the Company ofeaist 21 years of age. Effective January 1, 28606¥hloyees
may contribute up to $13,000 of their annual wggesject to an annual limit prescribed by the InééiRevenu
Code) as pretax, salary deferral contributions. Thepany, in its discretion, matches employee dmntions
up to a current maximum authorized amount undepliae of 2% of annual wages. The Company also raizis
an Employee Stock Purchase Plan (the "EmployeehBsecPlan"). The purpose of the Employee Purchase P
is to enable eligible full-time employees of then@many, through payroll deductions, to purchaseeshaf our
Common Stock at a 10% discount from the prevaitiragket price from time to time.

Item 12. Security Ownership of Certain Beneficial Owners andVanagement and Related
Stockholder Matters.

The following table sets forth certain informati@garding the ownership of our common stock as of
January 31, 2004 (except as otherwise indicatgd@alsh person known by us to be the beneficial owheore
than five percent (5%) of the outstanding sharesuofcommon stock, each of our directors, andxatative
officers and directors as a group. The informapicesented in the table is based upon the mosttréliegs with
the Securities and Exchange Commission by thosmpsror upon information otherwise provided by ¢hos
persons to us. The percentages reflected in the fimbeach beneficial owner are calculated basethe numbe
of shares of common stock outstanding on the redate plus those common stock equivalents and isabte
options held by the applicable beneficial owrgrcentages in the table below add up to more that00%
because certain of the stockholders represent duphite entries when more than one individual or entjt
must report beneficial ownership as to the same shes, see footnotes (a) and (c) belowor additional
information regarding securities authorized fou@sce under equity compensation plans, pleasetrefeam 5
of this Annual Report on Form 10-K.

69

Common Stock

Equivalents Options
Common from Preferred Currently
Stock Stock Exercisable or
Beneficially Beneficially Exercisable Percentage
Name of Beneficial Owner Owned Owned within 60 Days Total Owned
Stockholders:
New Mountain Partners, L.P. ( 0 3,563,05 1,000,00! 4,563,05 32.(%
MidOcean Partners, L.P. ( 0 3,563,05 1,000,00! 4,563,05 32.(%
FMR Corp. (b) 1,395,55: 0 0 1,395,55 13.(%
Ron K. and Beverly Bailey (c 1,000,00¢ 0 0 1,000,00! 9.3%
Baron Capital Management, Inc. | 745,35( 0 0 745,35( 7.C%
Directors:
Steven B. Klinsky (a 0 3,563,05 1,000,00! 4,563,05 32.(%
Robert S. Silberma 6,11¢ 0 266,66¢ 272,78 2.5%
Dr. Charlotte F. Beasc 3,45( 0 0 3,45( *
William E. Brock 0 0 6,66¢ 6,66¢ *
David A. Coulter 0 0 3,33t 3,33t *
Gary Gensle 3,00( 0 6,66€ 9,66¢ *
Robert R. Grusk' 0 0 0 0 0
Robert L. Johnso 2,00¢ 0 0 2,00¢ *



Todd A. Milano 10,41¢ 0 0 10,41¢ *

G. Thomas Waite, Il 3,12¢ 0 0 3,12¢ *
J. David Wargc 0 0 0 0 0
Officers:

Scott W. Steffe) 2,082 0 174,99¢ 177,08: 1.6%
Mark C. Brown 1,35¢ 0 59,99¢ 61,35: *
Steven A. McArthu 3,41( 0 8,33: 11,748 *
Kevin P. O'Reaga 0 0 29,99¢ 29,99¢ *
Officers and Directors 37,28: 3,563,05 1,571,66! 5,171,99! 34.%

* represents amounts less than 1%

(a) As of February 4, 2004 (but giving effect toidends accrued through January 31, 2004), based on
Schedules 13D/A filed with the SEC on FebruaryGD4 Includes 1,000,000 shares owned by Ron K. and
Beverly Bailey and their affiliated foundations, iein the stockholders have the option to purchasieua
currently exercisable option at $30.00 per shar@ubes 2,708,111 and 854,946 shares of Series A
Convertible Preferred Stock owned by New Mountaid BlidOcean Partners L.P. (formerly DB Capital
Partners, L.P.), respectively, pursuant to a stolckdis agreement. New Mountain's address is 718 Fif
Avenue, 23rd Floor, New York, NY 10019. New Mountéivestments, L.P. ("NMI") is New Mountain
Partners' general partner and New Mountain GP, ('INM") is NMI's general partner. Mr. Klinsky is the
sole member of NM. Mr. Klinsky disclaims beneficaadnership of the shares owned by New Mountain,
except to the extent of his pecuniary interestaimemMidOcean Partners' address is: 31 West 52 St
New York, NY 10019

(b) As of December 31, 2003, based on a Sched@éAlLBled with the SEC on February 17, 2004. Vasgou
persons have the right to receive or the poweirextdthe receipt of dividends from, or the proce&dm
the sale of the common stock. The interests oflijd@ontrafund and Fidelity OTC Portfolio, each an
investment company registered under the Invest@entipany Act of 1940, in the common stock amou
to 589,499 and 551,200 shares, respectively, atmber 31, 2003. The address is: 82 DevonshiretStree
Boston, MA 02109.
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(c) The shares owned by Mr. and Mrs. Bailey argesuitio an irrevocable option to purchase granted N
Mountain Partners, L.P. and MidOcean Partners, (fdPmerly DB Capital Partners, L.P.) which is
currently exercisable at $30.00 per share. Theppkpires on May 15, 2004. The Baileys' addressas
BFF, 550 North Reo Street., Suite 300, Tampa, F0931065.

(d) As of December 31, 2003, based on a Sched@efiled] with the SEC on February 13, 2004. Baron
Capital Management, Inc. is an investment advistr kgspect to these shares for the accounts ef oth
persons who have the right to receive or the pawdirect the receipt of dividends from, or theqeeds
from the sale of, such shares of common stock.

Item 13. Certain Relationships and Related Partfransactions.

Certain Transactions with Former Management

Purchase and Lease of Certain Campus Facilitiesf Recember 31, 2003, the Company had long-term
operating leases for twenty-seven of its variousmas and other administrative locations. The rentthese
leases are all at market rates. Of these twentgrskcations, one of the Virginia campuses wad)b32eased
from a company which was wholly-owned by Mr. Bajlétye Company's former President and Chief Exeeutiv
Officer and former majority stockholder. Rent pgadVir. Bailey under this operating lease (involvangptal of
17,500 square feet) for the year ended Decembe2(®R totaled $346,000. The Company currently betie
that this campus lease with Mr. Bailey which expiie 2006 is on terms at least as favorable t@Cthmpany as
terms reached in an arm's length transaction.



Item 14. Principal Accountant Fees and Services.

Set forth below are the services rendered andecklees billed by PricewaterhouseCoopers for 2002 a
2003:

2002 2003
Audit Fees
Consolidated financial statement at $129,00( $145,50(
Consent/comfort letter for filing of Formr-3 73,00( 23,64((a)

202,00( 169,14(

Audit -Related Fees _ _

Tax Fees
Preparation of corporate tax retul 18,00( 19,54:
Other tax service 7,77( 18,45¢

25,77( 38,00:

All Other Fees
License fee for accounting datab:i — 1,40(

$227,77(  $208,54:

(&) New Mountain Partners and MidOcean Capital Invastave agreed to reimburse the Company for 1
expenses.

It is the Audit Committee's policy to pre-approvieaaidit and non-audit related services providedhsy
Company's independent auditor.
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PART IV
Item 15. Exhibits, Financial Statement Schedulesind Reports on Form 8-K.

(A)(1) Financial Statements

All required financial statements of the registrard set forth under Item 8 of this report on FAO¥K.

(A)(2) Financial Statement Schedules

All required financial statement schedules of thgistrant are set forth under Item 8 of this reparEForm
10-K.

(A)(3) Exhibits

Exhibit
Number Description
3.01 Amended Articles of Incorporation and Articles Slgwpentary of the Company (incorporated by
reference to Exhibit 3.01 of the Company's Annugh&t on From 10-K filed with the Commission
on March 28, 2002

3.02 Amended and Restated Bylaws of the Compiangrporated by reference to Exhibit 3.02 of the




Company's Registration Statement on Form S-1 (fdle333-3967) filed with the Commission on
May 17, 1996)

4.01 Specimen Stock Certificate (incorporated by refeesto Exhibit 4.01 of Amendment No. 3 to the
Company's Registration Statement on Form S-1 (fdle333-3967) filed with the Commission on
July 16, 1996)
4.02 Registration Rights Agreement, dated as of May2091, by and among New Mountain Partners,
L.P. and DB Capital Investors, L.P. and Strayerdation, Inc. (incorporated by reference to Ext
4.02 of the Company's Annual Report on Fror-K filed with the Commission on March 28, 20C
10.01 Preferred Stock Purchase Agreement, dated as aéivlosr 28, 2000, by and among Strayer
Education, Inc., New Mountain Partners, L.P. andCdpital Investors, L.P. (incorporated by
reference to Annex A of the Company's Preliminamyxly Statement filed with the Commission on
January 3, 2001
10.02 Support and Option Agreement, dated as of Nover2®e2000, by and among Strayer Education,
Inc., Ron K. Bailey, Beverly W. Bailey, and New Muain Partners, L.P. and DB Capital Investors,
L.P. (incorporated by reference to Annex E of tlmempany's Preliminary Proxy Statement filed \
the Commission on January 3, 20(
10.03 Employment Agreement, dated as of April 6, 200iwken Strayer Education, Inc. and Robert S.
Silberman (incorporated by reference to ExhibiOBM0f the Company's Annual Report on From 10-
K filed with the Commission on March 28, 200
10.04 1996 Amended Stock Option Plan (incorporated bgresfce to Exhibit B of the Company's Proxy
Statement filed with the Commission on April 2702
21.01 Subsidiaries of Registrant (incorporated by refeegio Exhibit 21.01 of the Company's Annual
Report on From 1-K filed with the Commission on March 28, 200
23.01*  Consent of PricewaterhouseCoopers L
24.01*  Power of Attorney (included in signature page hst
31.01*  Certification of Chief Executive Officer pursuantRule 13-14(a) of the Securities Ac
31.02*  Certification of Chief Financial Officer pursuantRule 13-14(a) of the Securities Ac
72
Exhibit
Number Description
32.01*  Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuant to
Section 906 of the Sarbal-Oxley Act of 2002
32.02*  Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuant to

Section 906 of the Sarbal-Oxley Act of 2002

*  Filed herewith.

(B) Reports on Form 8-K

On November 3, 2003, the Registrant furnished agbtiReport on Form 8-K announcing third quarter
2003 enrollment revenues and earnings.

On December 17, 2003, the Registrant filed a CtuRRe@port on Form 8-K announcing that it had declare
its regular quarterly common stock cash dividendlie fourth quarter in the amount of $0.065 perrsipayabl
on January 22, 2004 to all holders of record orudgn8, 2004.

73



SIGNATURES

Pursuant to the requirements of Section 13 or 1&f{the Securities Exchange Act of 1934, the Comipan
has duly caused this Report to be signed on italbb the undersigned, thereunto duly authorized.

STRAYER EDUCATION, INC.

By: /s/ Robert S. Silberman

Robert S. Silberman
Chairman of the Board and
Chief Executive Office

Date: February 25, 2004
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POWER OF ATTORNEY

KNOW ALL MEN BY THESE PRESENTS, that each personosf signature appears below constitutes
and appoints Robert S. Silberman and Steven A. thedrand Mark C. Brown, and each of them individiyal
as his true and lawful attorneys-in-fact and agenith full power of substitution and resubstitutidor him and
his name, place and stead in any and all capgditiessgn the report and any and all amendmerntisisaeport,
and to file the same, with all exhibits theretod ather documents in connection therewith, withSleeurities
and Exchange Commission, granting unto said atysrirefact and agents, full power and authoritpésform
each and every act and thing requisite and negessae done in and about the premises, as fulblltmtents
and purposes as he might or could do in persoeblientifying and confirming all that said attorsap-fact anc
agents, or their substitutes, may lawfully do arssato be done by virtue thereof.

Pursuant to the requirement of the Securities Bxgbact of 1934, this Report has been signed by the
following persons in the capacities and on the dateated.

Signatures Title Date
/sl Robert S. Silberman Chairman of the Board and February 25, 2004
Chief Executive Officer
(Robert S. Silberman) (Principal Executive Officer)
/sl Mark C. Brown Chief Financial Officer (Principa February 25, 2004

Financial and Accounting Officer)
(Mark C. Brown)

/sl Charlotte F. Beason Director February 25, 2004

(Charlotte F. Beason)

/s/ William E. Brock Director February 25, 2004



(William E. Brock)

/s/ David A. Coulter

(David A. Coulter)

/sl Gary Gensler

(Gary Gensler)

/sl Robert R. Grusky

(Robert R. Grusky)

/s/ Robert L. Johnson

(Robert L. Johnson)

/sl Steven B. Klinsky

(Steven B. Klinsky

/s/ Todd A. Milano

(Todd A. Milano)

/s/ G. Thomas Waite, Il

(G. Thomas Waite, IlI)

/sl J. David Wargo

(J. David Wargo)

Director

Director

Director

Director

Director

Director

Director

Director
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February 25, 2004

February 25, 2004

February 25, 2004

February 25, 2004

February 25, 2004

February 25, 2004

February 25, 2004

February 25, 2004

CONSENT OF INDEPENDENT ACCOUNTANTS

Exhibit 23.01

We hereby consent to the incorporation by referémtlee Registration Statements on Form S-8 (N8- 33
71182 and 333-71104) of Strayer Education, In@ufreport dated February 10, 2004, relating to the
consolidated financial statements and financiakstant schedule, which appears in this Form 10-K.

PricewaterhouseCoopers LLP

Washington, D.C.
February 25, 2004




Exhibit 31.01

CERTIFICATIONS
I, Robert S. Silberman, Chairman and Chief Exeeu®fficer, certify that:

| have reviewed this annual report on Form 10-iStayer Education, Inc.;

Based on my knowledge, this annual report doesamtin any untrue statement of a material factnoit to
state a material fact necessary to make the statsmeade, in light of the circumstances under wiiath
statements were made, not misleading with respebiet period covered by this report;

Based on my knowledge, the financial statementsofimer financial information included in this repdairly
present in all material respects the financial diom results of operations and cash flows ofréngistrant 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)) for the registrant and weha

(@) Designed such disclosure controls and proceduresused such disclosure controls and procedures
designed under out supervision, to ensure thatriabtieformation relating to the registrant, inclag its
consolidated subsidiaries, is made known to ustbgre within those entities, particularly during th
period in which this report is being prepared;

(b) Evaluated the effectiveness of the registsatisclosure controls and procedures and presentais
report our conclusions about the effectiveness®fdisclosure controls and procedures, as of thetn
the period covered by this report based on sucluatian; and

(c) Disclosed in this report any change in the regidisanternal control over financial reporting tlaturrec
during the registrant's most recent fiscal qudttes registrant's fourth fiscal quarter in the cakan
annual report) that has materially affected, ae@sonably likely to materially affect, the regisir's
internal control over financial reporting; and

The registrant's other certifying officer and | balisclosed, based on our most recent evaluationterhal
control over financial reporting, , to the regisita auditors and the audit committee of the regigts board 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 likelyaidversely affect the registrant's ability to reggnabcess
summarize and report financial information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aisaymif
role in the registrant's internal control over fic&l reporting.
Date: February 25, 2004
By: /s/ Robert S. Silberman

Robert S. Silberman
Chairman and Chief Executive Offic

Exhibit 31.02

CERTIFICATIONS
I, Mark C. Brown, Chief Financial Officer, certithat:

| have reviewed this annual report on Form 10-iStayer Education, Inc.;

Based on my knowledge, this annual report doesamtin any untrue statement of a material factnoit to
state a material fact necessary to make the statsmeade, in light of the circumstances under wiiath
statements were made, not misleading with respebiet period covered by this report;



Based on my knowledge, the financial statementsofimer financial information included in this repdairly
present in all material respects the financial dioml 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)) for the registrant and weha

(@) Designed such disclosure controls and proceduresused such disclosure controls and proceduries
designed under out supervision, to ensure thatriabtieformation relating to the registrant, inclag its
consolidated subsidiaries, is made known to usthgre within those entities, particularly during th
period in which this report is being prepared,;

(b) Evaluated the effectiveness of the registsatisclosure controls and procedures and presentais
report our conclusions about the effectiveness®fdisclosure controls and procedures, as of thetn
the period covered by this report based on sucluatian; and

(c) Disclosed in this report any change in the regidisanternal control over financial reporting tloaturrec
during the registrant's most recent fiscal qudttes registrant's fourth fiscal quarter in the cakan
annual report) that has materially affected, ae@sonably likely to materially affect, the regisir's
internal control over financial reporting; and

The registrant's other certifying officer and | balisclosed, based on our most recent evaluationterhal
control over financial reporting, , to the regisitta auditors and the audit committee of the regyigts board 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 likelyaidversely affect the registrant's ability to reggnabcess
summarize and report financial information; and

(b) Any fraud, whether or not material, that inved management or other employees who have aisaymif
role in the registrant's internal control over fic&l reporting.

Date: February 25, 2004

/s/ Mark C. Brown

Mark C. Brown

Senior Vice President and
Chief Financial Office

Exhibit 32.01

CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES—-OXLEY ACT OF 2002

The undersigned Chairman and Chief Executive QffideStrayer Education, Inc. (the "Registrant")dtsr
certifies that this periodic report on Form 10-Klyiicomplies with the requirements of Section 13{a)he
Securities Exchange Act of 1934 and that the infdgrom contained in such periodic report fairly gnes, in all
material respects, the financial condition and lteaf operations of the Registrant.

/s/ Robert S. Silberman

Robert S. Silberman

Chariman and Chief Executive Officer
Date: February 25, 20(

Exhibit 32.02



CERTIFICATION PURSUANT TO 18 U.S.C. SECTION 1350, AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

The undersigned Chief Financial Officer of Stralgducation, Inc. (the "Registrant") hereby certifileat
this periodic report on Form 10-K fully compliestiwvihe requirements of Section 13(a) of the Sdegrit
Exchange Act of 1934 and that the information ciore@ in such periodic report fairly presents, imahterial
respects, the financial condition and results @&rafions of the Registrant.

/sl Mark C. Brown

Mark C. Brown

Senior Vice President and
Chief Financial Officer
Date: February 25, 20(

End of Filing
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