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CERTIFICATIONS

STRAYER EDUCATION, INC.
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS
(Amounts in thousands, except share and per shareath)

December 31 September 30

2004 2005
ASSETS
Current asset:
Cash and cash equivalel $ 97,00: $ 86,69¢
Marketable securities available for sale, at faiue 25,75! 25,631
Income taxes receivab — 2,792

Tuition receivable, net of allowances for doub#otounts of $1,301 ar



$1,488 at December 31, 2004 and September 30, p&Fectively
Student loans receivable, held for s
Other current asse

Total current asse
Property and equipment, r
Restricted cas
Other asset

Total asset $

LIABILITIES & STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payabl $
Accrued expense
Income taxes payab
Unearned tuitior

Total current liabilities
Deferred income taxe
Long-term liabilities

Total liabilities

Commitments and contingenci

Stockholder' equity:

Common stock, par value $.01; 20,000,000 sharémened; 14,669,487
and 14,344,826 shares issued and outstanding anider 31, 2004 and
September 30, 2005, respectiv

Additional paic-in capital

Unearned compensati— restricted stocl
Retained earning

Accumulated other comprehensive income (li

Total stockholder equity

Total liabilities and stockholde’ equity $

41,66¢ 58,22t

29 —
3,67¢ 3,71z
168,13 177,06:
41,13 46,15(

50C 50C

34z 337
210,11« $ 224,04
4971 $ 7,14
2,31¢ 1,15(
6,06( —
42,05¢ 62,78
55,40¢ 71,07:
1,077 214
4,701 6,27¢
61,19: 77,56(

147 144
140,94 111,40¢

— (434
7,98¢ 35,50:
(151) (220)
148,92 146,48
210,11« $ 224,04

The accompanying notes are an integral part oktheasolidated financial statements.

STRAYER EDUCATION, INC.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF INCO ME

(Amounts in thousands, except per share data)

For the three months
ended September 30,

For the nine months
ended September 30,

2004 2005 2004 2005
Revenue! $ 38,00¢ $ 47,087 130,92t $ 158,48¢
Costs and expense
Instruction and educational supp 14,88¢ 18,08 46,61: 56,57¢
Selling and promotiol 9,15¢ 13,00¢ 21,56¢ 30,32t



General and administrati 6,12¢ 6,422 18,04: 20,037

Total costs and expens 30,17: 37,51¢ 86,21¢ 106,93
Income from operation 7,831 9,572 44,70¢ 51,55:
Investment and other incon 37€ 68€ 1,05¢ 2,097
Income before income tax 8,21: 10,25¢ 45,76¢ 53,64
Provision for income taxe 3,12¢ 3,82( 17,80¢ 20,58¢
Net income 5,09( 6,43¢ 27,95¢ 33,05¢
Preferred stock dividends and accret — — 1,38¢ —
Net income available to common
stockholder: $ 5,09C $ 6,43¢ $ 26,56¢ $ 33,05¢
Net income per shar
Basic $0.35 $0.45 $1.99 $2.28
Diluted $0.34 $0.44 $1.85 $2.23
Weighted average shares outstand
Basic 14,743 14,374 13,340 14,521
Diluted 15,021 14,637 15,092 14,792

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

For the three months For the nine months
ended September 30, ended September 30,
2004 2005 2004 2005
Net income $ 5,09C $ 6,43t $ 27,95¢ $ 33,05¢
Other comprehensive incorr
Unrealized gain (loss) on investments, net of t 49 (20) (52) (69)
Comprehensive incon $ 5,13¢ $ 6,418 $§ 27,90¢ $ 32,98t

The accompanying notes are an integral part ottheasolidated financial statements.

STRAYER EDUCATION, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF
STOCKHOLDERS’ EQUITY
(Amounts in thousands, except share data)

Retained Accumulated
Common Stock Additional Earnings Other
Paid-in (Accumulated Comprehensive
Shares Amount Capital Deficit) Income (Loss) Total

Balance at December 31



2003 10,703,39 $ 107 $ 59,83t $ (26,919 $ (49 $ 32,97¢
Exercise of stock optior 335,41t 3 11,94¢ — — 11,94¢
Tax benefit from exercise of

stock options — — 9,85t — — 9,85¢
Issuance of common stock for

redemption of preferred

stock 3,977,12 40 96,16¢ — — 96,20¢
Repurchase of common sta (346,49 3 (36,769 — — (36,779
Preferred stock dividends and

accretion — — — (1,389 — (1,389
Common stock dividenc — — — (1,869 — (1,869
Change in net unrealized gains

(losses) on marketable

securities, net of income t: — — — — (52 (52
Net income — — — 27,95¢ — 27,95¢
Balance at September 30,

2004 14,669,43 $ 147 $14103! $ (2,21¢) $ (101) $138,86:

Unearned Accumulated
Common Stock Additional Compensation- Other
Paid-in Restricted Retained Comprehensive
Shares Amount Capital Stock Earnings  Income (Loss) Total

Balance at Decembe

31, 2004 14,669,48 $ 147 $140,94. $ — $ 7,98 % (157) $148,92:
Repurchase of common

stock (329,16) 3 (29,990 — — — (29,999
Restricted stock grau 4,50( — 452 (4349 — — 19
Common stock divident — — — — (5,444 — (5,444
Change in net unrealized

gains (losses) on

marketable securities,

net of income ta: — — — — — (69) (69
Net income — — — — 33,05« — 33,05«
Balance at Septembe

30, 2005 14,344,82 $ 144 $111,40¢ $ (434) $35,59: $ (220) $146,48¢

The accompanying notes are an integral part oktheasolidated financial statements.

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

Cash flows from operating activitie

For the nine months ended September 30,

2004

2005




Net income

Adjustments to reconcile net income to net caskigeal by operating
activities:

Amortization of deferred ret
Depreciation and amortizatic
Provision for student loan losses and indemnifioe
Deferred income taxe
Stocl-based compensatic
Changes in assets and liabiliti
Tuition receivable, ne
Other current asse
Other asset
Accounts payabl
Accrued expense
Income taxes payab
Unearned tuitior
Deferred lease incentivi
Student loans originate
Collections on student loans receivable and healddite
Net cash provided by operating activit
Cash flows from investing activitie
Purchases of property and equipm
Net cash used in investing activit|
Cash flows from financing activitie
Common stock dividends pait
Preferred stock dividends pe
Repurchase of common sta
Proceeds from exercise of stock opti
Net cash used in financing activiti
Net increase (decrease) in cash and cash equis
Cash and cash equivaler beginning of periot
Cash and cash equivaler end of perioc

Non-cash transaction
Purchases of property and equipment included inwts payabl

$ 27,95¢ $ 33,05¢
44z 127

3,971 4,94

(182) (98)

(69) (45)

— 19

(11,319 (16,559

(762) 132

25 6

90¢ 1,93t

(344) (1,165

6,271 (9,779

12,80° 20,72:

582 1,531

(1,085 (672)

1,23¢ 70¢

40,43¢ 34,87

(7,631) (9,739

(7,631) (9,739

(2,564) (5,442)

(1,682 —
(36,775 (29,997
11,94¢ —
(29,077 (35,43))

3,73¢ (10,306

82,08¢ 97,00+

$ 85,82 $ 86,60¢
$ 367 $ 234

The accompanying notes are an integral part ottheasolidated financial statements.

STRAYER EDUCATION, INC.

NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S

Information as of September 30, 2004 and 2005 is andited.

1. Basis of Presentation

The financial statements are presented on a caoiasetl basis. The accompanying financial statemediisde



the accounts of Strayer Education, Inc. (the CompaBtrayer University, Inc. (the University) andd€ation
Loan Processing, Inc. (ELP), collectively refertedherein as the “Company.”

The results of operations for the three and ninathmended September 30, 2005 are not necessatibative
of the results to be expected for the full fisoahy, All information as of September 30, 2005 ardtie three
and nine months ended September 30, 2004 and 2Qftaudited but, in the opinion of management,ainat
all adjustments, consisting only of normal recugradjustments, necessary to present fairly the exsetl
consolidated financial position, results of openasi and cash flows of the Company.

The Company’s educational programs are offered quiaaterly basis. Approximately 96% of the Company’
revenues during the nine months ended Septemb@086, consisted of tuition revenue. Tuition reveisue
recognized in the quarter of instruction. Tuiti@venue is shown net of any refunds, withdrawalpaate
discounts, scholarships and employee tuition distuAt the time of registration, a liability (uread tuition) is
recorded for academic services to be provided dndian receivable is recorded for the portiortiod tuition
not paid upfront in cash. Revenues also includéiegijon fees, commencement fees, placement test fe
withdrawal fees, loan service and origination feestbook-related income and other income which are
recognized when incurred.

Purchases of property and equipment and changesounts payable for the three and nine monthsdende
September 30, 2004 and 2005 in the Unaudited CaedeGonsolidated Statements of Cash Flows have been
adjusted to exclude non-cash purchases of propadyequipment transactions during that period 0@42 non-
cash transactions were included in these line itdis change in classification had no impact onimerease
(decrease) in cash and cash equivalents, and iatienial to prior periods.

Certain information and footnote disclosures nolynakluded in financial statements prepared inoadance
with generally accepted accounting principles hasen condensed or omitted. These condensed caatsalid
financial statements should be read in conjunatiith the consolidated financial statements andstitereto
included in the Company’s Annual Report on Form1@Kthe fiscal year ended December 31, 2004.

2. Nature of Operations

The Company, a Maryland corporation, conductspesrations through its subsidiaries. The Univerisits
regionally accredited institution of higher eduoatthat provides undergraduate and graduate degreasious
fields of study through its 35 campuses (excludimg new campuses opening in the fourth quarter 2605
winter term 2006 enrollment) in 8 states and Waggioim, D.C. in the eastern United States and woddwia ths
Internet through Strayer University Online. ELPgamates student loans for the University's studemitsch
loans are held for sale.

3. Earnings Per Share

Basic earnings per share is computed by dividirignu®me available to common stockholders by thighted
average number of shares of common stock outstgnBituted earnings per share is computed by digjdiet
income by the weighted average common and potbntigilitive common equivalent shares outstandirtgcks
options are not included in the computation of ditlearnings per share when the stock option eseeprice of
an individual grant exceeds the average markee ffoicthe period. At September 30, 2005, the Com e
302,083 issued and outstanding stock options that wxcluded from the calculation.

Set forth below is a reconciliation of shares usecompute net income per share:

For the three months For the nine months
ended September 30, ended September 30,
(in thousands) (in thousands)
2004 2005 2004 2005
Weighted average shares outstanding used to corbpsie
net income per sha 14,74 14,37« 13,34( 14,52

Incremental shares issuable upon the assumed cimwerf



preferred stocl — — 1,39¢ —

Incremental shares issuable upon the assumed sxeafci
stock options 27€ 262 354 271

Shares used to compute diluted net income per: 15,021 14,63\ 15,09: 14,79:

Set forth below is a reconciliation of net inconsed to compute net income per share:

For the three months For the nine months
ended September 30, ended September 30,
(in thousands) (in thousands)
2004 2005 2004 2005
Net income available to common stockholders use
compute basic earnings per sh $ 5,09C $ 6,43¢ $ 26,56¢ $ 33,05¢
Plus: Impact of assumed preferred stock conver:
Preferred stock dividends and accret — _ 1,38¢ _

Net income used to compute diluted net income pare $ 5,09( $ 6,43t $ 27,95¢ $ 33,05¢

4. Credit Facilities

The Company maintains two credit facilities fronothanks in the amount of $10 million each. Intecasainy
borrowings under the facilities will accrue at amaal rate of 0.75% above the London Interbank @drate.
There was no outstanding balance and there areasopayable on either facility as of Septembe805.

5. Stockholders’ Equity

Common Stock

A total of 20,000,000 shares of common stock, pémer $0.01, have been authorized. As of Decembe2B14
and September 30, 2005, the Company had 14,668/%4814,344,826 shares of common stock issued and
outstanding, respectively. Commencing in the foadhrter of 2005, the Company is increasing theiahn
common stock cash dividend from $0.50 per sha#4100 per share, or $0.25 per share quarterly.

Stock Options and Restricted Stock

In July 1996, the Company’s stockholders approv&8d,000 shares of common stock for grants undager th
Company’s 1996 Stock Option Plan. This Plan wasratee by the stockholders at the May 2001 Annual
Stockholders’ Meeting and at the May 2005 Annuakiholders’ Meeting to increase the shares autbdriar
issuance thereunder by 1,000,000 and 500,000, actsgy (as amended, the “Plan”). A total of 3@0O00
shares have been approved for grants under the PlarPlan provides for the grant of options inthtb
qualify as incentive stock options, and also presitbr the grant of non-qualifying options and iestd stock
to employees, officers and directors of the Comp@nptions and restricted stock may be grantedigibéd
employees, officers or directors of the Companthatdiscretion of the

Board of Directors. Vesting provisions are alsthatdiscretion of the Board of Directors. Optiongynbe
granted at option prices based at or above tharfaiket value of the shares at the date of grdw.fmlaximum
term of the options granted under the Plan is &ars;

The table below sets forth the stock option agtifar the nine months ended September 30, 2005:

Weighted-



Balance, December 31, 20
Grants

Exercises

Forfeitures

Balance, September 30, 2C

Number of Average
shares Exercise Price
854,58: $ 49.2:2
277,08: 103.0¢
1,131,66 $ 62.4(

Of the 1,131,667 total stock options that have besmed and remain outstanding, 649,580 are exbleisis of
September 30, 2005. As of September 30, 2005, ¢ighted average contractual life of outstandinglsto
options is 3.8 years.

The Company uses the intrinsic-value-based methadamunting for stock options granted under trenPI
Under this method, compensation expense is thesexifeany, of the quoted market price of the staicgrant
date over the amount an employee must pay to &therstock. Had compensation expense been detgtmin
based on the fair value of the options at grargslabmputed by the Black-Scholes methodology, tbdgyma
amounts would be as follows:

For the three months ended For the nine months ended

September 30, September 30,
2004 2005 2004 2005

In thousands (except per share d

Net income $ 5,09C $ 6,43¢ $ 27,95¢ $ 33,05¢
Stocl-based compensation expense, net o 472 921 1,74¢ 2,09¢
Pro forma net incom $ 461t $ 5517 $ 26,21: $ 30,95¢
Net income available to common stockholc $ 5,09C $ 6,43t $ 26,56¢ $ 33,05¢
Stocl-based compensation expense, net o 472 921 1,74¢ 2,09¢

Pro forma net income available to common stockhs $ 461¢ $ 5517 $ 24,82: $ 30,95¢
Net income per shar
As reported

Basic $ 0.3t % 0.4t $ 1.9¢ $ 2.2¢

Diluted $ 034 $ 0.4, $ 1.8t $ 2.2
Pro forma:

Basic $ 031 $ 0.3t $ 1.8¢ $ 2.1z

Diluted $ 031 % 037 $ 174 ¢ 2.0¢

The table below sets forth the assumptions usedttmate fair value as of the date of grant udiegBlack-
Scholes option pricing model:

For the three months endec For the nine months
September 30, ended September 30,
2004 2005 2004 2005
Dividend yield 0.24% 0.48% 0.24% 0.48%
Risk-free interest rat 3.78% 3.99% 3.82% 3.90%
Volatility 34.0% 34.0% 34.5% 34.0%
Expected option term (year 6.1 6.1 6.1 6.1

Weighted average fair valt $37.20 $32.50 $45.14 $39.61



The table below sets forth the restricted stockiggtfor the nine months ended September 30, 2005:

Weighted-
Number of Average Grant
shares Price

Outstanding grants at December 31, 2004 — —
New shares grante 4,500 $ 100.5¢
Shares vested — —
Shares forfeited — —
Outstanding grants at September 30, 2005 4500 $ 100.5¢

A total of 494,489 shares were authorized but weidsunder the Plan as of September 30, 2005.

6. Investments in Marketable Securities

Most of the Company’s excess cash is investedxiex@mpt money market funds and a diversified, tstesm,
investment grade, tax-exempt bond fund to mininti,eeCompany’s principal risk and to benefit frore thx
efficiency of the fund’s underlying securities. 88September 30, 2005, the Company had a tota25i6h
million invested in the short-term tax-exempt bdadd. The investments are considered “availablesfae” as
they are not held for trading and will not be hdnaturity, in accordance with Statement of Firianc
Accounting Standards No. 118¢counting for Certain Investments in Debt and BgBecuritiesThe Company
records the net unrealized gains and losses fargesin fair value as a component of accumulateerot
comprehensive income in stockholders’ equity. Realigains and losses from the sale of marketableites
are based on the specific identification method.

7. Recent Accounting Pronouncements

In December 2004, the FASB issued Statement off€iahAccounting Standards No. 123(Bjhare-Based
Paymen("SFAS No. 123(R)"), which requires the compensatiost related to share-based payments, such as
stock options and employee stock purchase plangdognized in the financial statements. In Ap@i03, the
Securities and Exchange Commission ruled that SNASL23(R) is effective for all annual periods begng

after June 15, 2005, and thus, will be effectivetfi@ Company beginning with the first quarter 608. The
Company is currently evaluating the impact of SM& 123(R) on its financial condition and results o
operations. See Note 5 for information relatechtofiro forma effects on the Company's reportedniceme anc
net income per share of applying the fair valu®@gadtion provisions of the previous Statement afdficial
Accounting Standards 12B¢counting for Stock-Based Compensatitmstock-based employee compensation.

8. Long-Term Liabilities

Lease Incentive

In conjunction with the opening of new campuses,Glompany, in some instances, was reimbursed by the
lessors for improvements made to the leased piiepehh accordance with Financial Accounting Stadga
Board Technical Bulletin No. 88-1, these improvetsemere capitalized as leasehold improvements dodga
term liability was established for the reimbursetseihe leasehold improvements and the long-teahililiy
will be amortized on a straight-line basis over¢beresponding lease terms, which range from fivieh years.
As of December 31, 2004 and September 30, 2005 dhgpany had deferred lease incentives of $2,66%0¢
$3,663,000, respectively.

Deferred lease incentives for the nine months eisgadember 30, 2004 have been reclassified in taudited
Condensed Consolidated Statements of Cash Floeaform to the September 30, 2005 presentatioor Ryi
2005, deferred lease incentives were classifielfasgancing activity in the Unaudited Condensed sadidated
Statements of Cash Flows and are now classifieoh agperating activity. This change in classificatimad no
impact on net increase (decrease) in cash andecpstalents, and is immaterial to prior periods.
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Lease Obligation

In accordance with the FASB Technical Bulletin 186-3, "Accounting for Operating Leases with Scheduta!
Increases"”, the Company records rent expense waiglg-line basis over the initial term of a leashe
difference between the rent payment and the strdilghrent expense is recorded as a long-ternilitiabAs of
December 31, 2004 and September 30, 2005, the Gonfzal deferred lease obligations of $1,823,000 and
$2,487,000, respectively.

Indemnification on the Sale of Student Lo

In 2003, the Company sold substantially all okiisdent loan portfolio to a national student loaarketing
organization. Under the terms of the Indemnificathgreement, the Company has indemnified the psehaf
the student loans for claims that may arise duedn documentation, regulatory compliance, and kemicing
for the student loans that were sold. As of Decerfihie 2004 and September 30, 2005, the Company had
recorded a liability of $215,000 and $124,000 resipely, for the indemnification.
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ITEM 2. MANAGEMENT’S DISCUSSION AND ANALYSIS OF FIN ANCIAL
CONDITION AND RESULTS OF OPERATIONS

Cautionary Notice Regarding Forward Looking Statemats

Certain of the statements included in this “Managat’s Discussion and Analysis of Financial Comdlitand
Results of Operatiol” as well as elsewhere in this report on Form 10af@ forward-looking statements made
pursuant to the Private Securities Litigation RefioAct of 1995 (th“Reform Act”). These statements are ba:
on the Company’s current expectations and are stittgea number of assumptions, risks and uncetigsntn
accordance with the safe harbor provisions of tleéoRn Act, the Company has identified importantdexcthat
could cause the actual results to differ materidittym those expressed in or implied by such statésn&he
assumptions, uncertainties and risks include theepaf growth of student enrollment, our continuethpliance
with Title IV of the Higher Education Act, and ttegulations thereunder, as well as regional acctatiton
standards and state and regional regulatory reguiests, competitive factors, risks associated vighapening
of new campuses, risks associated with the offerimgew educational programs and adapting to ottteanges,
risks associated with the acquisition of existidga@ational institutions, risks relating to the timgi of regulatory
approvals, our ability to continue to implement guowth strategy, and general economic and market
conditions. Further information about these andesttelevant risks and uncertainties may be founthe
Company’s annual report on Form 10-K and its otfiimgs with the Securities and Exchange Commiséioa
“SEC” or “Commission”). The Company undertakee obligation to update or revise forward looking
statements.

Additional Information

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

Results of Operations

In the third quarter of 2005, the Company generd&ed1 million in revenues, a 24% increase comptoede
same period in 2004, primarily as a result of ageranrollment growth of 22%. Income from operatioms
$9.6 million for the third quarter of 2005, an iease of 22% compared to the same period in 2004nblame



was $6.4 million, an increase of 26% in the thitduder of 2005 compared to the same period in 2B8hings
per diluted share was $0.44 for the third quart&095 compared to $0.34 for the same period iM200

Three Months Ended September 30, 2005 Compared tchfee Months Ended September 30, 2004

Enrollment. Enrollment at Strayer University for the 2005 suenrterm increased 22% to 20,757 students
compared to 17,028 for the same term in 2004. k®PO05 summer term, as compared to the 2004 summer
term, Strayer University’s rate of growth of coniiimg students was 21%, and its rate of growth of stidents
was 27%. Out-of-area online students increased @ittite students taking 100% of their classes aty@ir
University Online (including campus based studeimtsleased 33%. The total number of students taking
courses online (including students at brick andtarxarampuses taking at least one online coursei2005
summer term increased to 14,137.

Revenues. Revenues increased 24% from $38.0 million in tieltquarter of 2004 to $47.1 million in the
third quarter of 2005, principally due to a 22%rgwmse in student enroliments. Although tuition éased 5% in
2005, revenue per student increased 1.6%, impagtadmix shift to graduate students who, on avereadge
fewer classes than undergraduate students.

Instruction and educational support expensekstruction and educational support expenses isere&3..
million, or 21%, from $14.9 million in the third quer of 2004 to $18.1 million in the third
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quarter of 2005. This increase was principally ttudirect costs necessary to support the increastident
enrollments, including faculty compensation, redaaeademic staff salaries, and campus facilitys;eghich
increased $1.1 million, $0.7 million, and $0.7 ioifl, respectively. These costs as a percentagevefites

decreased from 39.2% in the third quarter of 2@038.4% in the third quarter of 2005 as revenugvgrea

higher rate.

Selling and promotion expensesSelling and promotion expenses increased $3.8milbr 42.0%, from
$9.2 million in the third quarter of 2004 to $13nlllion in the third quarter of 2005. This increasas
principally due to the direct costs required togyate leads for enroliment growth and the additibadmission:
personnel, particularly at new campuses and ay&ttdniversity Online. These expenses as a pergert
revenues increased from 24.1% in the third quaft@004 to 27.6% in the third quarter of 2005, vihicas
largely attributable to both marketing costs aradfistg costs growing faster than tuition revenu¢resCompan
continues to invest for growth.

General and administration expense<seneral and administration expenses increasedndilli@n, or
4.9%, from $6.1 million in the third quarter of 2D® $6.4 million in the third quarter of 2005. $hincrease w:
principally due to higher bad debt expense, whithiéased $0.2 million, although it remained stestdy.5% as
a percentage of revenues. General and administratipenses as a percentage of revenues decreds28%0ir
the third quarter of 2005 from 16.1% in the thirchger of 2004 primarily due to higher than expdatvenues
during the third quarter of 2005 being spread dledargely fixed costs of various centralized timms.

Income from operations. Income from operations increased $1.8 million22%, from $7.8 million in the
third quarter of 2004 to $9.6 million in the thigdarter of 2005 due to the aforementioned factors.

Investment and other incomelnvestment and other income increased $0.3 mjllor82%, from $0.4
million in the third quarter of 2004 to $0.7 miltion the third quarter of 2005. The increase wasarily
attributable to an increase in investment yields.

Provision for income taxes.Income tax expense increased $0.7 million, or 228tn $3.1 million in the
third quarter of 2004 to $3.8 million in the thigdarter of 2005 primarily due to the increase tome before
taxes discussed above. The Company’s effectiveataxwas 37.2% for the third quarter of 2005 coragdo
38.0% for the third quarter of 2004. The decreagbé Company’s effective tax rate is attributabléhe
increase in the Company’s investment income frorreteempt funds and to the finalization of the Compa
2004 income tax returns.

Net income. Net income increased $1.3 million, or 26%, fromi$iillion in the third quarter of 2004 to
$6.4 million in the third quarter of 2005 becau$éhe factors discussed above.

Nine Months Ended September 30, 2005 Compared to i Months Ended September 30, 2004



Enroliment. Average enroliment at Strayer University for tivetfthree quarters of 2005 increased 18% to
22,768 students compared to 19,273 students fagaime period in 2004.

Revenues. Revenues increased 21% from $130.9 million inntine months ended September 30, 2004 to
$158.5 million in the nine months ended SeptemBe2805, principally due to an 18% increase in ager
student enrollments. Although tuition increasedif%005, average revenue per student increased, 2.5%
impacted by a mix shift to graduate students wincawerage, take fewer classes than undergraduatenss.

Instruction and educational support expensemistruction and educational support expenses ase
$10.0 million, or 21%, from $46.6 million in therm@ months ended September 30, 2004 to $56.6 milidime
nine months ended September 30, 2005. This increasérincipally due to direct costs necessaryppert the
increase in student enrollments, including facatiynpensation, related academic staff salariescangpus
facility costs, which increased $3.8 million, $2nillion, and $2.2 million, respectively. These erpes as a
percentage of revenues increased slightly from%5r6the nine months ended September 30, 2004.%@3h
the nine months ended September 30, 2005.

Selling and promotion expensesSelling and promotion expenses increased $8.7omjlor 41%, from
$21.6 million in the nine months ended Septembef804 to $30.3 million in the nine months ended
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September 30, 2005. This increase was principaiéytd the direct costs required to generate leads f
enrollment growth and the addition of admissionsgpenel, particularly at new campuses and at Straye
University Online. These expenses as a percentfag@enues increased from 16.5% in the nine moaitiaed
September 30, 2004 to 19.1% in the nine monthsceBdptember 30, 2005, which was largely attribetadl
both marketing costs and staffing costs growingefathan tuition revenue as the Company continoi@sviest
for growth.

General and administration expense<seneral and administration expenses increasedndiflion, or
11%, from $18.0 million in the nine months endeg@t8mber 30, 2004 to $20.0 million in the nine mandhder
September 30, 2005. This increase was principaié/td higher bad debt expense, which increasedrillian.
General and administration expenses as a perceotageenues decreased to 12.6% in the nine mamitied
September 30, 2005 from 13.8% in the nine monthde@iBeptember 30, 2004 primarily due to greatemess
being spread over the largely fixed costs of varioentralized functions.

Income from operations. Income from operations increased $6.9 million1 8%, from $44.7 million in
the nine months ended September 30, 2004 to $51li6min the nine months ended September 30, 20@5to
the aforementioned factors.

Investment and other incomelnvestment and other income increased $1.0 mjllior®8%, from $1.1
million in the nine months ended September 30, 2082.1 million in the nine months ended Septenifer
2005. The increase was primarily attributable tor@nease in investment yields.

Provision for income taxes.Income tax expense increased $2.8 million, or 188t $17.8 million in the
nine months ended September 30, 2004 to $20.6mitt the nine months ended September 30, 2005phm
due to the increase in income before taxes disdussave. The Company’s effective tax rate was 3&ai%he
nine months ended September 30, 2005 compared36638r the nine months ended September 30, 2004. T
decrease in the Company’s effective tax rate imanily attributable to the increase in the Comparngvestmer
income from tax-exempt funds.

Net income. Net income increased $5.1 million, or 18%, fron8 $2million in the nine months ended
September 30, 2004 to $33.1 million in the nine therended September 30, 2005 because of the factors
discussed above.

Liquidity and Capital Resources

At September 30, 2005, the Company had cash, cashadents and marketable securities of $112.3aonill
compared to $122.8 million at December 31, 2004%iidl.7 million at September 30, 2004. Most of the
Company’s excess cash is invested in tax-exempegnorarket funds and a diversified, short-term, strent
grade, tax-exempt bond fund to minimize the Comfsapsincipal risk and to benefit from the tax effincy of
the fund’s underlying securities. As of Septeml&r205, the Company had a total of $25.6 milliovested in
the short-term tax-exempt bond fund. At SeptemiBe2805, the 395 issues in this fund had an avereaght



rating of Aal, an average maturity of 1.1 years améverage duration of 1.0 years, as well as arage yield
to maturity of 2.8%. The Company had no debt d3exfember 31, 2004 or September 30, 2005.

For the nine months ended September 30, 2005, dhg&ny generated $34.9 million net cash from opegat
activities compared to $40.4 million for the saneeigd in 2004. Included in the $40.4 million nesledrom
operating activities generated in 2004 is approfetyeb13 million in tax benefits resulting from stooption
exercises and from investment incentives, neitheriich was available in the nine months ended &aper 3C
2005.

Capital expenditures were $9.7 million for the nmenths ended September 30, 2005 compared to $lfighm
for the same period in 2004. For the nine montliedrSeptember 30, 2005, the Company paid $5.4omitfi
cash dividends to the Company’s common stockholders result of the conversion of the Company’s
remaining preferred stock into common stock in J20@4, no further preferred stock dividends areapésy.

During the nine months ended September 30, 20@3Ctmpany spent $30 million for the repurchase2, 861
shares of common stock at an average price of 83fed share. The Company’s remaining
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authorization for common stock repurchases wasn$iflion at September 30, 2005. On October 25, 2005,
Company’s Board of Directors amended the sharercbpse program to authorize the repurchase of an
additional $20 million in value of the Company’sywmon stock over the next 14 months. As a resiéttdlial
remaining amount authorized for share repurchasdsrithis program was $40 million as of OctoberZ®)5.

In the third quarter of 2005, bad debt expenseereentage of revenue was 2.5%, unchanged frosatine
period in 2004. Days sales outstanding, adjuste¢tude tuition receivable related to future geestdecreast
to eight days at the end of the third quarter df2@ompared to nine days at the end of the samedpa 2004.

Currently, the Company invests its cash in bankmgét deposits, money market funds and a shom-tax-
exempt bond fund. In addition, the Company haslavk two $10 million credit facilities from two bks.
There have been no borrowings by the Company uhdse credit facilities and there are no fees payatder
either facility. The Company believes that existoagh, cash equivalents, and marketable secuxtsh,
generated from operating activities, and if neagssash borrowed under the credit facilities, Wil sufficient
to meet the Company’s requirements for at leashéxt 12 months.

New Campuses

The Company opened one new campus for 2005 fafl ieAtlanta, Georgia, its third campus in that kedr
Also, the Company intends to open eight new cangus2006. Of the planned eight campus openings ane
under construction in preparation for a winter t&®96 opening. One campus is in downtown Philada)ph
Pennsylvania, the Company’s fourth campus in thettopolitan area, and the other is in Wilmingtoe)dvare,
the Company’s first campus in that state.

Fiscal Year 2003 Cohort Default Rate

During the third quarter of 2005, the Company reeéinotification from the U.S. Department of Edimathat
its Cohort Default Rate for fiscal year 2003 (thestvrecent annual period for which data is avaépbhd
declined to 2.7% from 3.7% for the fiscal year 2002
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ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES
ABOUT MARKET RISK

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



investment portfolio.

Earnings from investments in bank overnight degpsitoney market mutual funds, and short-term taewgt
bond funds may be adversely affected in the fushiauld interest rates change. The Company'’s future
investment income may fall short of expectations thichanges in interest rates or the Company nniésrs
losses in principal if forced to sell securitieatthave declined in market value due to changagénest rates.
As of September 30, 2005, a 10% increase or dexirasterest rates would not have a material imhpadhe
Company'’s future earnings, fair values, or castvdloelated to investments in cash equivalentsterést
earning marketable securities.

ITEM 4. CONTROLS AND PROCEDURES

a) Disclosure Controls and Procedure The Company’s Chief Executive Officer and Chiafaticial
Officer have evaluated the effectiveness of the @amy’s disclosure controls and procedures as of
September 30, 2005. Based upon such review, thef Ekecutive Officer and Chief Financial Officer
have concluded that the Company has in place, 8smiember 30, 2005, effective controls and proes
designed to ensure that information required tdibelosed by the Company (including consolidated
subsidiaries) in the reports it files or submitslenthe Securities Exchange Act of 1934, as ame(tted
“Exchange Act”), and the rules thereunder, isaeted, processed, summarized and reported witkin th
time periods specified in the Commission’s ruled forms. Disclosure controls and procedures inglude
without limitation, controls and procedures desifjt@ensure that information required to be disadiosy
an issuer in reports it files or submits underBEkxehange Act is accumulated and communicated to the
Company’s management, including its principal exieewofficer or officers and principal financialfafer
or officers, or persons performing similar funcspas appropriate to allow timely decisions regaydi
required disclosure.

b) Internal Control Over Financial Reportini There have not been any changes in the Compamgsal
control over financial reporting during the quaeded September 30, 2005 that have materiallgtafie
or are reasonably likely to materially affect, thempany’s internal control over financial reporting
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PART Il — OTHER INFORMATION

Item 1. Legal Proceedings.

None

Item 2. Changes in Securities.

On July 26, 2005, the Company’s Board of Direcareended the Company’s share repurchase program to
authorize the repurchase of an additional $25 onilln value of the Company’s common stock. Durimg t
quarter, the Company used $5 million to repurclshsees of common stock under its repurchase prograe
total remaining amount authorized for share repageb under this program was $20 million as of $eipée 30,
2005. A summary of the Company’s share repurchéisesg the quarter is set forth below:

Average
Shares Price Per Authorization
Repurchased Share ($ mil)
Beginning Balance (at 7/1/0 —
July — — 25.C
August 29,66: $ 98.9¢ 2.9
Septembe 20,72¢ $ 99.3¢ 2.0)

Total (at 9/30/05 50,39. $ 99.1: 20.C



On October 25, 2005, the Company's Board of Dirscamended the Company's share repurchase program t
authorize the repurchase of an additional $20 onilln value of the Company's common stock. Thd tota
remaining amount authorized for share repurchases$40 million as of October 25, 2005.

Iltem 3.

None

Iltem 4.

None

Item 5.

None

Iltem 6.
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31.2
32.1

32.2

Defaults Upon Senior Securities.

Submission of Matters to a Vote of Secity Holders.

Other Information.

Exhibits.

Certification of Chief Executive Officer pursuantRule 13a-14(a) of the Securities Act of 1933, as
amended (th*‘ Securities AcC’).

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

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350,as adopted pursuant to
Section 906 of the Sarbal-Oxley Act of 2002

Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350,as adopted pursuant to
Section 906 of the Sarbal-Oxley Act of 2002
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SIGNATURES

Pursuant to the requirements of the Securities &xgé Act of 1934, this statement is being signed buly
authorized officer of the Registrant and in theazdy as the principal financial officer.

STRAYER EDUCATION, INC.

By: /s] Mark C. Brown

Mark C. Brown
Senior Vice President and Chief Financial Officer

Date: October 28, 2005
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Certification of Chief Executive Officer pursuantRule 13a-14(a) of the Securities Act.
Certification of Chief Financial Officer pursuant Rule 13a-14(a) of the Securities Act.

Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuant
to Section 906 of the Sarba-Oxley Act of 2002

Certification of Chief Financial Officer pursuant18 U.S.C. Section 1350, as adopted pursue
Section 906 of the Sarbar-Oxley Act of 200z




Exhibit 31.1
CERTIFICATIONS

I, Robert S. Silberman, Chairman and Chief Exeeu®ificer of Strayer Education, Inc. (the “regéstt”),
certify that:

1. | have reviewed this quarterly report on Fo®rQl of the registrant;

2. Based on my knowledge, this report does notatomny untrue statement of a material fact ortami
state a material fact necessary to make the statsmeade, in light of the circumstances under whiiatt
statements were made, not misleading with respetiet period covered by this report;

3. Based on my knowledge, the financial statememts other financial information included in théport,
fairly present in all material respects the finahciondition, results of operations and cash floivihe
registrant as of, and for, the periods presentedisnreport;

4.  The registrant’s other certifying officer andre responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAitts 13a-15(e) and 15d-15(e)) and internal contro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrantl
have:

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

(b) Designed such internal control over finaneggdorting, or caused such internal control oveafirial
reporting to be designed under our supervisiopyévide reasonable assurance regarding the
reliability of financial reporting and the prepaoat of financial statements for external purpoges i
accordance with generally accepted accounting iples;

(c) Evaluated the effectiveness of the registeagitsclosure controls and procedures and presentbis
report our conclusions about the effectivenest@fdisclosure controls and procedures, as of the en
of the period covered by this report based on sweltuation; and

(d) Disclosed in this report any change in thaestegnt's internal control over financial reportititat
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quartethie
case of an annual report) that has materially tftb@r is reasonably likely to materially affettte
registrant’s internal control over financial repog; and

5. The registrant’s other certifying officer anddve disclosed, based on our most recent evatuatio
internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registrant’s board of directors (or persons perfogithe equivalent functions):

(&) All significant deficiencies and material weaknessethe design or operation of internal contragn
financial reporting which are reasonably likelyadversely affect the registrant’s ability to regord
process, summarize and report financial informatond




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

Date: October 28, 2005

/s/ Robert S. Silberman

Robert S. Silberman
Chairman and
Chief Executive Office




Exhibit 31.2

CERTIFICATIONS

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

1.

| have reviewed this quarterly report on Foi®aQ of the registrant;

Based on my knowledge, this report does notato@ny untrue statement of a material fact ortdni
state a material fact necessary to make the statsmeade, in light of the circumstances under whiiatt
statements were made, not misleading with respetiet period covered by this report;

Based on my knowledge, the financial statememts other financial information included in théport,
fairly present in all material respects the finahciondition, results of operations and cash floivihe
registrant as of, and for, the periods presentedisnreport;

The registrant’s other certifying officer andrke responsible for establishing and maintainisgldsure
controls and procedures (as defined in ExchangdrAitts 13a-15(e) and 15d-15(e)) and internal contro
over financial reporting (as defined in Exchange Rales 13a-15(f) and 15d-15(f)) for the registrantl
have:

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

(b) Designed such internal control over finaneggdorting, or caused such internal control oveafirial
reporting to be designed under our supervisiopyévide reasonable assurance regarding the
reliability of financial reporting and the prepaocat of financial statements for external purpoges i
accordance with generally accepted accounting iples;

(c) Evaluated the effectiveness of the registeagitsclosure controls and procedures and presentbis
report our conclusions about the effectivenest@fdisclosure controls and procedures, as of the en
of the period covered by this report based on sweltuation; and

(d) Disclosed in this report any change in thaestegnt's internal control over financial reportititat
occurred during the registrant’s most recent fisgalrter (the registrant’s fourth fiscal quartethie
case of an annual report) that has materially tftb@r is reasonably likely to materially affettte
registrant’s internal control over financial repog; and

The registrant’s other certifying officer antddve disclosed, based on our most recent evatuatio
internal control over financial reporting, to thegistrant’s auditors and the audit committee of the
registrant’s board of directors (or persons perfogithe equivalent functions):

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




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

Date: October 28, 2005

/s/ Mark C. Brown

Mark C. Brown
Senior Vice President and
Chief Financial Office




Exhibit 32.1

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

In connection with the Quarterly Report of Strakducation, Inc. (the “Company”) on Form 10-Q fibve
period ended September 30, 2005 as filed with #wities and Exchange Commission on the date héten
“Report”), I, Robert S. Silberman, Chairman anti€f Executive Officer of the Company, certify, puant to
18 U.S.C. 81350, as adopted pursuant to 8906 dddineanes-Oxley Act of 2002, that:

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

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

/s/ _Robert S. Silberman
Robert S. Silberman
Chairman and

Chief Executive Officer

October 28, 2005




Exhibit 32.2

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

In connection with the Quarterly Report of Strakducation, Inc. (the “Company”) on Form 10-Q fibve
period ended September 30, 2005 as filed with #wities and Exchange Commission on the date héten
“Report™), I, Mark C. Brown, Senior Vice Presideand Chief Financial Officer of the Company, dgrti
pursuant to 18 U.S.C. 81350, as adopted pursu&#ad6 of the Sarbanes-Oxley Act of 2002, that:

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

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

/s/ Mark C. Brown

Mark C. Brown

Senior Vice President and
Chief Financial Officer

October 28, 2005




