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

December 31

September 3

2012 2013
ASSETS
Current asset:
Cash and cash equivale $ 47517 $ 85,22(
Tuition receivable, net of allowances for doub#datounts of $6,596 and $5,819 at December 31,
and September 30, 2013, respecti\ 23,26: 19,68¢
Income taxes receivab 4,45¢ 907
Other current assets 14,42: 12,50:
Total current asse 89,65¢ 118,31¢
Property and equipment, r 121,52( 109,95!
Deferred income taxe 3,27¢ 5
Goodwill 6,80( 6,80(
Other assets 6,53¢ 5,872
Total assets $ 227,79. $ 240,95:
LIABILITIES & STOCKHOLDERS' EQUITY
Current liabilities:
Accounts payable and accrued expel $ 39,12¢ $ 39,05¢
Unearned tuitior 494 58t
Other current liabilitie: 281 281
Current portion of term loan 3,12¢ 3,12¢
Total current liabilities 43,02 43,04¢
Term loan, less current portit 121,87 119,53:
Other long-term liabilities 21,90¢ 21,40¢
Total liabilities 186,80: 183,98
Commitments and contingenci
Stockholder' equity:
Common stock, par value $0.01; 20,000,000 shartd®ared; 11,387,299 and 10,852,020 shares
issued and outstanding at December 31, 2012 artér8bpr 30, 2013, respective 114 10¢
Additional paic-in capital 29¢ 6,28¢
Retained earning 41,31 50,58t
Accumulated other comprehensive income (loss) (73€) (19
Total stockholders’ equity 40,98¢ 56,96
Total liabilities and stockholders’ equity $ 227,79: $ 240,95.

The accompanying notes are an integral part obtheadensed consolidated financial statements.




STRAYER EDUCATION, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF INCO ME
(in thousands, except per share data)

For the three months For the nine months
ended September 3 ended September 3
2012 2013 2012 2013
Revenues $ 124,26( $ 110,03. $ 420,04t $ 379,51
Costs and expense
Instruction and educational supp 72,99 63,67 222,41: 208,40!
Marketing 23,17: 23,077 53,69: 57,02¢
Admissions advisor 6,48 5,18¢ 19,73 15,75
General and administration 13,76¢ 11,47. 39,34¢ 35,53t
Total costs and expenses 116,42 103,41( 335,18 316,72(
Income from operatior 7,83¢ 6,621 84,86: 62,79:
Investment incom 1 1 4 1
Interest expense 1,05¢ 1,391 3,37 4,02¢
Income before income tax 6,78 5,231 81,49 58,77
Provision for income taxes 2,67¢ 2,082 32,19( 23,39:
Net income $ 4,100 $ 3,14¢ $ 49,30! $ 35,38:
Earnings per shar
Basic $ 03¢ $ 03C $ 431 $ 3.3¢
Diluted $ 03¢ $ 03C $ 42¢ % 3.32
Weighted average shares outstand
Basic 11,43: 10,51( 11,42¢ 10,60¢
Diluted 11,48" 10,55: 11,48: 10,64¢
STRAYER EDUCATION, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF COMP REHENSIVE
INCOME
(in thousands)
For the three months For the nine months
ended September 3 ended September 3
2012 2013 2012 2013
Net Income $ 4,10 $ 3,14¢ % 49,30! $ 35,38:
Other comprehensive incorr
Change in fair value of derivative instrument, ofincome tax 13 (30%) 66 717
Comprehensive income $ 4,11¢  $ 2,84¢ 3 49,36¢ $ 36,09¢

The accompanying notes are an integral part oktheadensed consolidated financial statements.




STRAYER EDUCATION, INC.

UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF STOC KHOLDERS’

Balance at December 31, 20

Tax shortfall associated with stock-
based compensation
arrangement

Restricted stock grants, net of
forfeitures

Stoclk-based compensatic

Common stock dividenc

Change in fair value of derivative
instrument, net of income t:

Net income

Balance at September 30, 2012

Balance at December 31, 20

Tax shortfall associated with stock-
based compensation
arrangement

Repurchase of common sta

Restricted stock grants, net of
forfeitures and conversiot

Stoclk-based compensatic

Change in fair value of derivative
instrument, net of income t:

Net income

Balance at September 30, 2013

EQUITY
(in thousands, except share data)

Accumulated

Additional Other
Common Stocl Paid-in Retained Comprehensiv
Shares Par Value Capital Earnings (Loss) Income Total

11,792,45 $ 11¢  $ 29t % 42,49: $ (611 $ 42,29
— — (41¢) — — (41¢)
80,70( 1 (2) — — —
— — 9,35¢ — — 9,35¢
— — — (35,609 — (35,609
— — — — 66 6€
— — — 49,30! — 49,30!
11,873,15 $ 11¢  $ 9,23¢ $ 56,18t $ (545 $ 64,99!

Accumulated

Additional Other
Common Stocl Paid-in Retained Comprehensiv
Shares Par Value Capital Earnings (Loss) Income Total

11,387,29 $ 114 $ 29¢ % 41,31 $ (736) $ 40,98¢
— — (65€) (2,86%) — (3,52))
(495,08 ) (1,752) (23,247) — (24,999
(40,199 — — — — —
— — 8,39¢ — — 8,39¢
— — — — 717 717
— — — 35,38: — 35,38:
10,852,02 $ 10 $ 6,28¢ $ 50,58t $ (19 $ 56,96

The accompanying notes are an integral part ottbeadensed consolidated financial statements.




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

For the nine months ended

September 3(
2012 2013
Cash flows from operating activitie
Net income $ 49,30 $ 35,38:
Adjustments to reconcile net income to net caskigea by operating activitie:
Amortization of gain on sale of ass (210 (210
Amortization of deferred ret 172 (21€)
Amortization of deferred financing cos 59¢ 58t
Depreciation and amortizatic 17,857 18,56:
Deferred income taxe (2,827) (3,507%)
Stocl-based compensatic 9,35¢ 8,39¢
Changes in assets and liabiliti
Tuition receivable, ne 897 3,57¢
Other current asse (1,997) 1,66¢
Other asset (1349 2
Accounts payable and accrued expel 5,301 18¢
Income taxes payable and income taxes recei (7,630 6,591
Unearned tuitior (14,209 76¢
Other long-term liabilities 74€ 374
Net cash provided by operating activities 57,24¢ 72,16:
Cash flows from investing activitie
Purchases of property and equipment (18,16%) (7,115
Net cash used in investing activities (18,16%) (7,11%)
Cash flows from financing activitie
Repurchase of common sta — (24,999
Payments on term lo¢ (20,000 (2,349
Payments on revolving credit facili (48,000 —
Proceeds from revolving credit facili 53,00( —
Common dividends paid (35,609 —
Net cash used in financing activities (50,609 (27,347
Net (decrease) increase in cash and cash equis (11,529 37,70
Cash and cash equivalents — beginning of period 57,13% 47,51°
Cash and cash equivalents — end of period $ 45,60¢ $ 85,22(
Non-cash transaction
Purchases of property and equipment included inwads payable $ 2,13 $ 274

The accompanying notes are an integral part oktheadensed consolidated financial statements.




STRAYER EDUCATION, INC.
NOTES TO CONDENSED CONSOLIDATED FINANCIAL STATEMENT S
Information as of September 30, 2012 and 2013 is andited.

1. Nature of Operations

Strayer Education, Inc. (the “Company$§, Maryland corporation, conducts its operation®ugh its wholly owned subsidia
Strayer University (the “University”)The University is an accredited institution of hégleducation that provides undergraduate and gte
degrees in various fields of study through physicainpuses, predominantly located in the easternedrtates, and online. With
Companys focus on the student, regardless of whether sb@chooses to take classes at a physical campudiree, it has only one reporti
segment.

2. Significant Accounting Policies
Financial Statement Presentati

The consolidated financial statements include ttomants of the Company and its only subsidiary,Uhéversity. All intercompan
accounts and transactions have been eliminatégindnsolidated financial statements.

All information as of December 31, 2012 and Septend®, 2012 and 2013, and for the three and ninghsaended September
2012 and 2013 is unaudited but, in the opinion ahagement, contains all adjustments, consisting ohinormal recurring adjustmer
necessary to present fairly the condensed consetidénancial position, results of operations arabtc flows of the Company. Cert
information and footnote disclosures normally imgd in financial statements prepared in accordavite generally accepted account
principles have been condensed or omitted. Theselessed consolidated financial statements shouldebd in conjunction with tl
consolidated financial statements and notes thdretiuded in the Company’s Annual Report on FormKl@or the fiscal year end:
December 31, 2012. The results of operations ferttinee and nine months ended September 30, 2@18camecessarily indicative of -
results to be expected for the full fiscal year.

Revenue

The Company’s educational programs are offered quoaaterly basis. Approximately 96% of the Compangvenues during t
nine months ended September 30, 2013 consistadtiohtrevenue. Tuition revenue is recognized i dgfuarter of instruction. Tuition rever
is shown net of any refunds, withdrawals, corpodigeounts, scholarships and employee tuition dist At the start of each academic ter
liability (unearned tuition) is recorded for acaderervices to be provided and a tuition receivablecorded for the portion of the tuition
paid upfront in cash. Any cash received prior ® shart of an academic term is recorded as uneduitemh. The estimated value of scholar:
awards which will be realized in the future alse a@corded as unearned tuition in the accompanyamgolidated balance sheets. Reve
also include textbookelated income, application fees, technology fedacement test fees, withdrawal fees, certifica&eenue, and oth
income, which are recognized when earned.

Fair Value

The Fair Value Measurement Topic, ASC 820 (“ASC"826stablishes a framework for measuring fair valsegladishes a fair vali
hierarchy based upon the observability of inputsdu® measure fair value, and expands discloslo®st dair value measurements. Assets
liabilities are classified in their entirety withithe fair value hierarchy based on the lowest lémplt that is significant to the fair val
measurement. Under ASC 820, fair value of an inrmest is the price that would be received to selasset or to transfer a liability to an er
in an orderly transaction between market partidipat the measurement date. The hierarchy givehigfeest priority to assets and liabilit
with readily available quoted prices in an activarket and lowest priority to unobservable inputsclitrequire a higher degree of judgmr
when measuring fair value, as follows:

e Level 1 assets or liabilities use quoted priceadtive markets for identical assets or liabilitessof the measurement de

e Level 2 assets or liabilities use observable inpattser than quoted market prices, that are edhectly or indirectly observable
the marketplace for identical or similar assets laatlities; and

e Level 3 assets or liabilities use unobservable taghat are supported by little or no market attiy

The Companys assets and liabilities that are subject to falu& measurement are categorized in one of the thuels above. F¢
values are based on the inputs available at theunement dates, and may rely on certain assumpgtiansnay affect the valuation of fair va
for certain assets or liabilities.




Goodwill and Indefinite-Lived Intangible Assets

Goodwill represents the excess of the purchase mfican acquired business over the amount assignédte assets acquired
liabilities assumed. Indefinitived intangible assets, which include a trade naane recorded at fair market value on their adtioisdate. Ai
indefinite life was assigned to the trade name bsedt has the continued ability to generate clsbsfindefinitely.

Goodwill and the indefinite-lived intangible assate assessed at least annually for impairmenngluhie threenonth period endir
September 30, or more frequently if events occuwimmumstances change between annual tests thdtl waare likely than not reduce the f
value of the respective reporting unit below itsrgimg amount. Under Accounting Standards Update 201 1-08,IntangiblesGoodwill anc
Other (Topic 350): Testing Goodwill for Impairmerthe Company is permitted, but not required, tst fassess qualitative factors to deten
whether it is necessary to perform the more thdnoggantitative goodwill impairment test. Followiitg qualitative assessment, the Comg
determined it was not more likely than not that fne value of its goodwill was less than the cargyamount and, accordingly, no impairmr
existed at September 30, 2013.

Accounting for Derivative Instruments and Hedgingivities

On the date that the Company enters into a devivatntract, it designates the derivative as aéedda) a forecasted transactiol
(b) the variability of cash flows that are to beeaiwed or paid in connection with a recognized assdiability (a cash flow hedge). /
derivatives are recognized in the balance shaéeatfair value.

Changes in the fair value of a derivative thatighly effective and that is designated and qualifis a cash flow hedge, to the e»
that the hedge is effective, are recorded, nemhadrne tax, in other comprehensive income, untiiegs are affected by the variability of ¢
flows of the hedged transaction (e.g., until peidoskettlements of a variablate asset or liability are recorded in earninds)y hedg:
ineffectiveness (which represents the amount blviiie changes in the fair value of the derivatixeeed the variability in the cash flows
the forecasted transaction) is recorded in cunpenivd earnings.

The Company formally documents all relationshipsveen hedging instruments and hedged items, asaseéts riskmanagemel
objective and strategy for undertaking various leetlgnsactions. The Company also formally ass€bs#is at the hedge’inception and on
ongoing basis) whether the derivatives that ar@ usénedging transactions have been highly effeciivoffsetting changes in the fair value
cash flows of hedged items and whether those derdsamay be expected to remain highly effectivduiture periods. When it is determir
that a derivative is not (or has ceased to be)igtfiective as a hedge, the Company discontineelgé accounting prospectively.

Stock-based Compensation

As required by the Stock Compensation Topic, AS8, ie Company measures and recognizes compensapense for all share-
based payment awards, including employee stoclomptand employee stock purchases related to thep@woris Employee Stock Purchi
Plan, based on estimated fair values. Stogked compensation expense recognized in the dwedutbndensed consolidated statemen
income for the three and nine months ended Septe8the2012 and 2013, is based on awards ultimaebected to vest and, therefore,
been adjusted for estimated forfeitures. The Compganrequired to estimate forfeitures at the tinfegoant and revise, if necessary
subsequent periods if actual forfeitures diffemnirthose estimates. The forfeiture rate used iscbaséhistorical experience. The Company
assesses the likelihood that performance critesacated with performandssed awards will be met. If it is determined ih& more likely
than not that performance criteria will not be aefeid, the Company revises its estimate of the nuoifighares it believes will ultimately vest.

Net Income Per Shai

Basic earnings per share is computed by dividirignteme by the weighted average number of shdresromon stock outstandi
during the periods. Diluted earnings per sharectdlthe potential dilution that could occur assigrdonversion or exercise of all dilutive st
awards. The dilutive effect of stock awards wasedeined using the treasury stock method. Undertrs@sury stock method, all of 1
following are assumed to be used to repurchaseesiwdrthe Compang’common stock: (1) the proceeds received fromettegcise of stoc
options, (2) the amount of compensation cost agsatiwith the stock awards for future service reitrgcognized by the Company, and (3
amount of tax benefits that would be recorded iditawhal paidin capital when the stock awards become deductirléncome tax purpose
Stock options are not included in the computatiblituted earnings per share when the stock optieercise price of an individual gri
exceeds the average market price for the periodnBuhe three and nine months ended Septembe2@® and 2013, the Company hac
issued and outstanding stock options that wereded in the calculation.




Set forth below is a reconciliation of shares usecalculate basic and diluted earnings per shara¢usands):

For the three months For the nine months
ended September 3 ended September 3
2012 2013 2012 2013
Weighted average shares outstanding used to conbaiste earnings p
share 11,43 10,51( 11,42¢ 10,60¢
Unvested restricted stock 54 42 54 38
Shares used to compute diluted earnings per share 11,48: 10,55: 11,48: 10,64¢

3. Term Loan and Revolving Credit Facility

On November 8, 2012, the Company entered into arfBedmended and Restated Revolving Credit and Teram Agreement (tt
“Amended Credit Facility”)providing for a $100.0 million revolving credit fiiity and $125.0 million term loan facility, withneoption, subje:
to obtaining additional loan commitments and thistection of certain conditions, to increase thenmitments under the Credit Facility by
to $50.0 million in the future. Each of the revalgiportions of the Amended Credit Facility, whidlcludes a letter of credit subfacility of $5
million, and the term loan portion of the Amendededit Facility matures on December 31, 2016, ancerata and refinances -
Companys original Credit Facility. The term loan portiori the Amended Credit Facility also includes reqdirguarterly amortizatic
payments in the amount of $781,250, or 0.625% efatigregate original principal amount of the tepamlfacility, in the case of each payn
made during calendar years 2013 and 2014, and Z5@® or 1.25% of the aggregate original princgralbunt of the term loan facility, in 1
case of each payment made during calendar yeats &td 2016. The Amended Credit Facility is guaraghtey the University and is secu
by substantially all of the personal property assets of the Company and the guarantor.

Borrowings under the Amended Credit Facility bedeliest at LIBOR or a base rate plus a margin ranfiom 2.00% to 2.50¢
depending on the Compamsyeverage ratio. For the $125.0 million term Idagility, the Company entered into an additionaérest rate swi
arrangement that fixes its interest rate on thé&reenérm loan facility at an effective rate rangifigm 2.85% to 3.35%, depending on
Company’s leverage ratio. In addition, an unusedro@dment fee ranging from 0.30% to 0.40%, dependinghe Company' leverage rati
accrues on unused amounts under the revolvingopodf the Amended Credit Facility. The Amended @ré&acility contains customa
affirmative and negative covenants, representatiwasranties, events of default and remedies ugdault, including acceleration and right:
foreclose on the collateral securing the Amendeed©i~acility. In addition, the Amended Credit Hagirequires that the Company sati
certain financial maintenance covenants, including:

e a total leverage ratio of not greater than 2.0@;1
e a coverage ratio of not less than 1.75:1.00;
e a Department of Education financial composite sodmeot less than 1.!

The Company was in compliance with all the termthefAmended Credit Facility at September 30, 2013.

As of September 30, 2013, the Company had outstgr®il22.7 million under the term loan facility and balance outstandi
under the revolving credit facility. During the ¢erand nine months ended September 30, 2013, tinpaly paid cash interest of $1.2 mill
and $3.4 million, respectively, compared to $0.9liom and $2.8 million during the three and nine ntfs ended September 30, 2(
respectively.

Debt and short-term borrowings consist of the felltg as of September 30, 2013 (in thousands):

Term loan $ 122,65!
Revolving credit facility —
Total debi 122,65!
Less: Current portion of long-term debt 3,12¢
Long-term debt $ 119,53:




Aggregate debt maturities as of September 30, 204 3s follows:

2013 $ 781
2014 3,12¢
2015 6,25(
2016 112,501

$ 122,65

Interest Rate Swa

The Company was party to an interest rate swape@matstanding balance of the Compargxkisting Credit Facility. On Novemt
8, 2012, the Company entered into an addition&rést rate swap arrangement in order to minimieeirkerest rate exposure on the el
balance of the term loan facility (the “Swap#tlusive of the existing swap). The Swaps effedfivfix the variable interest rate on
associated debt at an effective rate ranging fr@8% to 3.35%, depending on the leverage ratibgrahan being subject to fluctuations in
LIBOR rate. The terms of the Swaps effectively rhatwe term of the underlying term loan facility.eTBwaps have been designated as &
flow hedge and have been deemed effective in aaocadwith the Derivatives and Hedging Topic, ASG.8lhe Company expects the Sw
to continue to be deemed effective for the duratibthe Swaps. The fair value of the Swaps is ietliin other londerm liabilities in th
Company’s consolidated balance sheets.

4, Fair Value Measurement
Assets and liabilities measured at fair value oecarrring basis consist of the following as of ®epber 30, 2013 (in thousands):

Fair Value Measurements at Reporting Date U

Quoted Prices in Significant
Active Markets for Other Significant
September Identical Assets/ Observable  Unobservable
30, Liabilities Inputs Inputs
2013 (Level 1) (Level 2) (Level 3)
Assets:
Cash equivalent:
Money market funds $ 8,381 $ 8,381 $ — $ =
Total assets at fair value on a recurring basis $ 8,381 $ 8,381 $ — $ —
Liabilities:
Other liabilities:
Interest rate sway $ 31% — 9 31 % —
Deferred payments 2,11¢ — — 2,11¢
Total liabilities at fair value on a recurring basi $ 2,147 % — $ 31 $ 2,11¢
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Assets and liabilities measured at fair value oacarrring basis consist of the following as of Dmber 31, 2012 (in thousands):

Fair Value Measurements at Reporting Date U
Quoted Prices in  Significant

Active Markets fo Other Significant
December Identical Assets/  Observable  Unobservabli
31, Liabilities Inputs Inputs
2012 (Level 1) (Level 2) (Level 3)
Assets:
Cash equivalent:
Money market funds $ 1,38( $ 1,38 $ — 3 =
Total assets at fair value on a recurring basis $ 1,38( $ 1,38C $ — $ —
Liabilities:
Other liabilities:
Interest rate sway $ 1,211 $ — $ 1,211 $ —
Deferred payments 2,11¢ — — 2,11¢
Total liabilities at fair value on a recurring basi $ 3,33( $ — $ 1,211 $ 2,11¢

The Company measures the above items on a reclyaisig at fair value as follows:

e Money market funds — Classified in Level 1 is exxeash the Company may hold in both taxable angxarmpt money mark
funds, and is included in cash and cash equivaientse accompanying unaudited condensed consetidaslance sheets. 71
Company records any net unrealized gains and ldssebanges in fair value as a component of actatad other comprehens
income in stockholderséquity. Realized gains and losses from the salenafketable securities are based on the sp
identification method. The Compasytemaining cash and cash equivalents held at Dese81, 2012 and September 30, 2
approximate fair value and is not disclosed ingheve tables because of the short-term naturesdfrthncial instruments.

e Interest rate swap —Fhe Company has two interest rate swaps with anatiamount of $122.7 million as of September 31,3
used to minimize the interest rate exposure anthéxvariable interest rate on a portion of the @any’s variable rate debt. T
swaps are classified within Level 2 and are valusidg readily available pricing sources which mélimarket observable inp
including the current variable interest rate fonitr types of instruments.

e Deferred payments —Fhe Company acquired certain assets and enteredninteferred payment arrangement with one ¢
sellers, which are classified within Level 3 asr¢ghis no liquid market for similarly priced instremts. The deferred payments
valued using a discounted cash flow model that mpessed significant unobservable inputs to estith&®perating results of t
acquired assets. The assumptions used to premadistounted cash flows include estimates for @sterates, enrollment grow
retention rates and pricing strategies. These gssoms are subject to change as the underlying sataices evolve and 1
program mature:

At September 30, 2013, the carrying value of then@anys debt, which is variable interest rate debt, wa22%/ million an

approximates fair value. Variable interest rates established by market data and used with othsershble inputs to estimate fair ve
measurements, which are categorized as Level 2urexasnts under ASC 820.
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The Company did not change its valuation techni@ss®ciated with recurring fair value measuremé&ota prior periods, and 1
assets or liabilities were transferred betweenléewkthe fair value hierarchy during the nine nfenénded September 30, 2012 or 2013. A
measured at fair value on a nmeurring basis as of December 31, 2012 and SejteBt) 2013, include $6.8 million of goodwill and.€
million of other indefinite-lived intangible assefthe changes in the fair value of the Compangvel 3 liability during the nine months en
September 30, 2013 are as follows (in thousands):

Deferred

Paxments
Balance at December 31, 20 $ 2,11¢
Amounts earne (212)
Adjustments to fair valu 20¢
Transfers in or out of Level 3 —
Balance at September 30, 2013 $ 2,11¢

5. Stockholders Equity
Authorized Stoc

The Company has authorized 20,000,000 shares aheconstock, par value $0.01, of which 11,387,299 H»@52,020 shares wi
issued and outstanding as of December 31, 201ZSaptember 30, 2013, respectively. The Company tesoauthorized 8,000,000 share
preferred stock, none of which has been issuedutstanding since 2004. In 2012, the Company paidrarual cash dividend of $4.00
share, or $1.00 per share quarterly. No dividensl ped in the first, second or third quarters af20

Stock-based Compensation Plans

The Strayer Education Inc. 2011 Equity Compensdgiam (the “Plan”provides for the granting of restricted stock, riegtd stoc
units, stock options intended to qualify as inoemstock options, stock options that do not qualsyincentive stock options, and other forn
equity compensation and performarmsed awards to employees, officers and directotseoCompany, or to a consultant or advisor tc
Company, at the discretion of the Board of Dirextdfesting provisions are at the discretion ofBloard of Directors. Options may be grar
at option prices based at or above the fair markte of the shares at the date of grant. The maxirterm of the awards granted undet
Plan is ten years. Dividends paid on unvestedicéstl stock are reimbursed to the Company if tlegprent forfeits his or her shares as a r¢
of termination of employment, prior to vesting hretaward.

Restricted Stock and Restricted Stock L

In February 2013, the CompasyBoard of Directors approved grants of 165,71Zeshaf restricted stock to certain individu
These shares, which vest over a three- to five-gednd, were granted pursuant to the Plan. Thepaoryis stock price closed at $62.28 on
date of these restricted stock grants. In MarciB200itstanding awards of 200,000 restricted shaegs converted to restricted stock units.

In May 2013, the Company’Board of Directors approved grants of 43,659 eshaf restricted stock. These shares, which v
their entirety four years from the date of grangérevgranted pursuant to the Plan. The CompaByard of Directors also approved grant
16,370 shares of restricted stock. These shardshwhst over a three-year period, were awardatieemployee members of the Company’
Board of Directors, as part of the Company’s anulirgctor compensation program. The Comparsgbck price closed at $45.81 on the da
these restricted stock grants.

The table below sets forth the restricted stockrastticted stock units activity for the nine man#nded September 30, 2013:

Number Weighted-
of shares average grar
or units price
Balance, December 31, 20 43443¢ $ 178.8¢
Grants 225,74. $ 57.9(
Vested share (51,919 $ 164.2:
Forfeitures (65,93 $ 183.0¢
Balance, September 30, 2013 542,32¢ $ 129.4.
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Stock Options

In February 2013, the Company’s Board of Directgnemted an option to purchase 100,000 shares aZdngpanys common stoc
at an exercise price of $51.95 per share. The awests in its entirety two years from the date rafing and expires eight years from the da
grant. The weighted average fair value of thisapts estimated on the date of grant at $22.0%pare using the BlacReholes option pricir
model with the following assumptions: riflee interest rate of 0.877%; an expected lifeiwd# fyears; volatility of 48.49%; and dividend yi
of 0% over the expected life of the option.

The table below sets forth the stock option agtifor the nine months ended September 30, 2013Hred stock option informati
at September 30, 2013:

Weighted-
average Aggregate
Weighted- remaining intrinsic
Number of average contractual value®
shares exercise pric life (yrs.) (in thousands
Balance, December 31, 20 100,00 $ 107.2¢ 01 $ —
Grants 100,00( 51.9¢
Forfeitures/Expirations (100,000 107.2¢
Balance, September 30, 2013 100,000 $ 51.9¢ 72 % —
Exercisable, September 30, 2013 — 3 — — —
@ The aggregate intrinsic value in the table ab@peasents the total pre-tax intrinsic value (tHfedince between the Compasyglosing

stock price on the respective trading day and xeecése price, multiplied by the number of in-tim@ney options) that would have b
received by the option holder had the options bearcised on the respective trading day. The amolittrinsic value will chanc
based on the fair market value of the Com|'s common stock

Valuation and Expense Information under Stock Carsation Topic ASC 718

At September 30, 2013, total stoblsed compensation cost which has not yet beemymizenl was $40.2 million for unves
restricted stock, restricted stock units, and stma#on awards. This cost is expected to be reamghover the next 55 months on a weighte
average basis. Awards of approximately 344,000eshaf restricted stock and restricted stock unigssabject to performance conditions.
accrual for stock-based compensation for performaveards is based on the Compangstimates that such performance criteria aregie
of being achieved. Such a determination involvemificant judgment surrounding future operatingfpenance of the Company. If t
performance targets are not reached during théngegeriod, or it is determined it is more likelyah not that the performance criteria will
be achieved, related compensation expense is adjust

The following table summarizes the stdz&sed compensation expense recorded for the thckriae months ended Septembel
2012 and 2013 by expense line item (in thousands):

For the three months For the nine months
ended September 3 ended September 3
2012 2013 2012 2013
Instruction and educational supp $ 97¢ $ 81t $ 253t % 2,75¢€
Marketing — — — —
Admissions advisor — — —
General and administration 2,551 2,351 6,82( 5,64:
Stoclk-based compensation expense included in operatipenss 3,52 3,16¢ 9,35¢ 8,39¢
Tax benefit 1,39: 1,26( 3,69¢ 3,34
Stock-based compensation expense, net of income tax $ 2,13¢  $ 1,90¢ $ 566: $ 5,05¢

During the nine months ended September, 2012 atd,28e Company recognized a tax shortfall relategharebased payme
arrangements of $0.4 million and $3.5 million, resvely. No stock options were exercised durirgnine months ended September 30, .
or 2013.
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6. Other Long-Term Liabilities

Other long-term liabilities consist of the follovgras of December 31, 2012 and September 30, 201Bdiisands):

2012 2013
Deferred rent and other facility cot $ 11,65 $ 12,26:
Deferred payments related to acquisit 4,91¢ 4,91¢
Lease incentive 3,15(C 2,75k
Fair value of interest rate swap (see Not 1,211 31
Deferred gain on sale of campus build 97E 76%
Unearned tuition, net of current portion — 67¢

$ 21,908 $ 21,40¢

Deferred Rent and Other Facility Cot

In accordance with the Operating Leases Subtopg; 840-20 (“ASC 840-20"), the Company records egense on a straight-
line basis over the initial term of a lease. Th&edénce between the rent payment and the stréiightrent expense is recorded &
liability. Other facility costs include lease cosfsnon-campus facilities that are not currentlyge.

Lease Incentive

In conjunction with the opening of new campuses,@ompany, in some instances, was reimbursed bigskers for improvemer
made to the leased properties. In accordance wh@ 840-20, these improvements were capitalizedasehold improvements and a ldegr
liability was established for the reimbursementise Teasehold improvements and the liability are réizexd on a straighline basis over tt
corresponding lease terms, which generally ramya five to 10 years.

Deferred Gain on Sale of Campus Build

In June 2007, the Company sold one of its campuilglibgs for $5.8 million. The Company is leasingck most of the camp
building over a 10rear period. In conjunction with this sale and éehack transaction, the Company realized a ga$2d million before ta:
which is deferred and recognized over the 10-ye@sd term.

Unearned Tuition

Undergraduate students may be eligible for cet@mpanysponsored scholarships. Scholarship programs dbnara designe
to attract new students and encourage their advagttetoward a degree. Under the Strayer Gradu&timl, qualifying students are eligible
participate in one course free of charge for etierge courses successfully completed by that studiée free courses typically are redeem
in the student’s final academic year of attendafite Companys estimate of the value of the award earned thr@sgtember 30, 2013
included in other long-term liabilities in the cofidated balance sheet.

7. Income Taxes

The Income Taxes Topic, ASC 740 (“ASC 740@quires the Company to determine whether uncettairpositions should |
recognized within the Comparsyfinancial statements. The amount of unrecognizedbenefits and liabilities at September 30, 2@
immaterial. The Company recognizes interest andlgien related to uncertain tax positions in incameexpense. As of September 30, 2
the amount of accrued interest related to uncettinpositions was immaterial. The tax years 204d 2012 remain open for Federal
examination, and the tax years 20082 remain open to examination by the state andl ltaxing jurisdictions in which the Compan)
subject.

8. Litigation

From time to time, the Company is involved in litgpn and other legal proceedings arising out efdfdinary course of its busine
There are no pending material legal proceedinggiich the Company is subject or to which the Conyfmproperty is subject.
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9. Regulation

The Department of Education (the “Department”) pyasly attempted to definah eligible program of training to prepare studéot
gainful employment in a recognized occupation.”eifa federal court invalidated the Departmemégulation, the Department establish
negotiated rulemaking committee to consider theess gainful employment, and appointed Strayenersity’s General Counsel to serve
the committee. In September, the Department citedla proposed draft of the new rule that woulgyafhe two debt-tdncome ratios used
the 2011 rule, modified in several material wayst that did not include the prior Loan RepaymenteRaetric. The negotiated rulemak
committee continues its work, and the Departmestihdicated that it expects to issue a Notice opBsed Rulemaking for public commen
2014. Given the uncertainty as to the terms andicgiijon of any final rules, the Company is unatdaletermine what impact, if any, the r
will have on its financial condition or resultsagerations.

10. Subsequent Event:

In October 2013, the Company began to implemertt reakiction initiatives to better align the Compangesources with its curre
student enrollments. These cost reduction inigsti which will occur primarily in the fourth quartof 2013, include the closing
approximately 20 physical locations, subject toutatpry approvals, and reductions in the numbercampusbased and corpor:
employees. The Company estimates that duringhtee tmonths ended December 31, 2013, it will irctwtal of between $455 million in
one-time charges to implement these initiative$th@3 amount, approximately $3M million is related to the closing of the physilcecation:
for net lease and related facility costs, including noncash writdown of assets to net realizable value. In additibe Company estimate
will incur up to approximately $15 million of charg related to workforce reductions. Severancescedt be paid primarily on or befo
December 31, 2013. The Company estimates thabappately $10 million of the charge will reduce bd®w from operating activities in tl
fourth quarter of 2013. These estimates are piading and are subject to change as the Companlziéisahe terms of its campus closings
severance arrangements.
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ITEM 2: MANAGEMENT'S DISCUSSION AND ANALYSIS OF F INANCIAL CONDITION AND RESULTS OF OPERATIONS
Cautionary Notice Regarding Forward-Looking Statemats

Certain of the statements included in this “Managetis Discussion and Analysis of Financial Conditand Results of Operations’s well a
elsewhere in this report on Form 10-Q are forwdodking statements made pursuant to the Privaten@exs Litigation Reform Act of 19
(“Reform Act”). Such statements may be identifigdthe use of words such as “expect,” “estimate,”s&me,” “believe,” “anticipate,”
“will,” “forecast,” “plan,” “project,” or similar w ords. These statements are based on the Congpansrent expectations and are subject
number of assumptions, risks and uncertaintiesadeordance with the Safe Harbor provisions of tiefoRn Act, the Company has identi
important factors that could cause the actual restd differ materially from those expressed inmoplied by such statements. The assump:
risks and uncertainties include the pace of groeftlstudent enrollment, our continued compliancénwiitle 1V of the Higher Education A
and the regulations thereunder, as well as regi@aw@reditation standards and state regulatory regoients, rulemaking by the Departmer
Education and increased focus by the U. S. CongradeI-profit education institutions, competitive factorisks associated with the open
of new campuses, risks associated with the offesingew educational programs and adapting to otbleanges, risks associated with
acquisition of existing educational institutionssks relating to the timing of regulatory approvabair ability to implement our growth strate
risks associated with the ability of our studemdihance their education in a timely manner, amhgral economic and market conditic
Further information about these and other relevasiks and uncertainties may be found in the Com’s Annual Report on Form 1R-and its
other filings with the Securities and Exchange Cdésion. The Company undertakes no obligation toatgar revise forwardeoking
statements, except as may be required by law.

Additional Information

We maintain a website at http://www.strayereducatiom. The information on our website is not incogted by reference in this Quarte
Report on Form 1-Q, and our web address is included as an inactxtutl reference only. We make available, freehaffge through ot
website, our Annual Report on Form 10-K, QuartdRigports on Form 10-Q, Current Reports on Fortd &nd amendments to those rep
filed or furnished pursuant to Section 13(a) or d)56f the Securities Exchange Act of 1934 as saomeasonably practicable after
electronically file such material with, or furnistto, the Securities and Exchange Commission.

Results of Operations

In the third quarter of 2013, we generated $110l0om in revenue, a decrease of 11% comparedecstme period in 2012. Inco
from operations was $6.6 million for the third gearof 2013, a decrease of 16% compared to the gamed in 2012. Net income was $
million in the third quarter of 2013, a decrease&8% compared to the same period in 2012. Dilutedirgs per share was $0.30 for the 1
quarter of 2013 compared to $0.36 for the sameg@ani 2012, a decrease of 17%.

Key enrollment trends by quarter were as follows:

Enroliment
% Change vs Prior Year
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Although we do not know for sure why our enrolimé&ends and that of the proprietary higher educasiector generally have be
negative, we believe that sustained levels of higbmployment and the resulting lower confidencgolm prospects, as well as incree
competition from lowecost institutions, are contributing factors. Thelohe in our new students in prior years has hadl &itl continue tc
have an adverse impact on 2013 enroliment singe tre fewer students from prior years continuirgjrteducation in 2013. We believe it\
take several quarters of new student growth inra@achieve overall enrollment growth.

In October 2013, we began to implement cost redndtiitiatives intended to better align our resegravith our current stude
enrollments. These cost reduction initiatives, alihivill occur primarily in the fourth quarter of 28, include the closing of approximately
physical locations, subject to regulatory approwaid reductions in the number of campased and corporate employees. The camj
predominantly located in the Midwest, currentlyveeapproximately 5% of the Universisy'enrollment, or about 2,300 students in the
term. Affected students, a majority of whom alreddke 100% of their classes online, will be oftesupport to continue their educat
online. We estimate that during the three monttied December 31, 2013, we will incur a total dineen $45-55 million in onéme charge
to implement these initiatives. Of this amountp@ximately $3040 million is related to the closing of the physilecations for net lease a
related facility costs, including the noncash wdtevn of assets to net realizable value. In additiwe estimate we will incur up
approximately $15 million of charges related to kforce reductions. Severance costs primarily Wwél paid on or before December
2013. These cost reduction initiatives are exmedte reduce our annual operating expenses by amagstl $50 million beginning
2014. These estimates are preliminary and aresutyj change as we finalize the terms of our cangnsings and severance arrangements.

We cannot predict future enroliments or whether sawdent enrollment will decline further, stabiliz# increase in response to
economy or other factors. We can describe whativé bur business model may look like financiallyder different enroliment scenarios.
implemented a 3% tuition increase in 2013 but weeek roughly flat revenue per student in 2013 authé Universitys continued mix shi
towards graduate and corporate sponsored studentgell as continued targeted use of scholarship2012 enrollment levels, we previou
predicted that, excluding the impact of the coduntion initiatives, we also would expect Strayerivérsity’'s expenses to grow 1% to 2%
the full year ended December 31, 2013, reflectimg annualization of operating costs at the eight nempuses opened during 2012.
additional campuses are planned for 2013. We pusiyiqredicted that, at the 2012 revenue levelexaluding the impact of the cost reduc
initiatives, anticipated 2013 expenses would hadktb a 19-20% operating margin in 2013, and EP8$:én$5.40-$.60 range. Each 1
increase (or decrease) in revenue from 2012 lén&l®13 was predicted to have an approximate 53 Ipagnts positive (or negative) impact
operating margin, and an approximate $0.20 posftveegative) impact on earnings per share. Bintilis model assumed an effective tax
of 39.5% and 11,500,000 diluted shares outstandirige onetime charges during the three months ending DeceBthe2013 arising from tl
cost reduction initiatives will significantly redeicoperating margin and EPS in 2013. We cannotigirethat impact the cost reduct
initiatives will have on future enrollments or rene, or the portion of the students currently atiegq the campuses being closed that
continue as online students.

Three Months Ended September 30, 2013 Compared tchfee Months Ended September 30, 2012

Enrollment.Enrollment at Strayer University for the 2013 sumtsgm, which began July 1, 2013 and ended Septefthe201:
decreased 13% to 38,627 students compared to 44iR@6nts for the same term in 2012. Across thay8trUniversity campus and onl
system, continuing student enroliments decreaséd fhile new student enrollments decreased 17%.

RevenuesRevenues decreased 11% to $110.0 million in threl thiarter of 2013 from $124.3 million in the thidarter of 201:
principally due to lower enrollments, partially et by a 1.4% increase in revenue per studentli8.20

Instruction and educational support expensestruction and educational support expenses deeded9.3 million, or 13%, to $6:
million in the third quarter of 2013 from $73.0 fiwh in the third quarter of 2012, largely due ¢avkr faculty and staff costs related to lo
enrollment. Instruction and educational supportesses as a percentage of revenues decreased®¥ Bi’the third quarter of 2013 frc
58.7% in the third quarter of 2012.

Marketing expenseddarketing expenses decreased slightly to $23.lianilin the third quarter of 2013 from $23.2 milliam the
third quarter of 2012. Marketing expenses as agmtage of revenues increased to 21.0% in the thiedter of 2013, from 18.6% in the tt
quarter of 2012, due to these expenses remainigglyaunchanged while tuition revenues declined.

Admissions advisory expens@slmissions advisory expenses decreased $1.3 miliioA0%, to $5.2 million in the third quartel
2013 from $6.5 million in the third quarter of 2Q1argely due to lower personnel costs. Admissiadgisory expenses as a percentag
revenues decreased to 4.7% in the third quart20d8 from 5.2% in the third quarter of 2012.

General and administration expens&eneral and administration expenses decreasech@ltich, or 17%, to $11.5 million in tt
third quarter of 2013 from $13.8 million in therthiquarter of 2012, largely due to lower persormoslts. General and administration expe
as a percentage of revenues decreased to 10.48¢ ithitd quarter of 2013 from 11.1% in the thirdagar of 2012, due to these expe!
decreasing at a higher rate than tuition revenues.

Income from operationdncome from operations decreased $1.2 million, 8% 1to $6.6 million in the third quarter of 201®rfn
$7.8 million in the third quarter of 2012, due e taforementioned factors.

Interest expenseénterest expense increased by $0.3 million, or 32%%1.4 million in the third quarter of 2013 comga to $1.
million in the third quarter of 2012, due to higlaerage debt outstanding in the quarter.

Provision for income taxeincome tax expense decreased $0.6 million, or 289%2.1 million in the third quarter of 2013 fr



$2.7 million in the third quarter of 2012 primaritjue to the decrease in income before taxes a#hlrito the factors discus:
above. Our effective tax rate was 39.8% for thedthjuarter of 2013 compared to 39.5% for the saen®@ in 2012.

Net incomeNet income decreased $1.0 million, or 23%, to $8illion in the third quarter of 2013 from $4.1 nidlh in the thir
quarter of 2012 due to the factors discussed above.
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Nine Months Ended September 30, 2013 Compared to i Months Ended September 30, 2012

Enrollment. Average enrollment decreased 9% to 44,228 studentthe nine months ended September 30, 2013 caups
48,521 students for the same period in 2012.

RevenuesRevenues decreased 10% to $379.5 million in the mionths ended September 30, 2013 from $420.®mik the nini
months ended September 30, 2012, principally d@&ddower enrollments and 1% lower revenue peresiud

Instruction and educational support expendestruction and educational support expenses deede®14.0 million, or 6%,
$208.4 million in the nine months ended SeptemBer2813 from $222.4 million in the nine months esh@&eptember 30, 2012, largely du
lower faculty and staff costs related to lower diments. These expenses as a percentage of revareased to 54.9% for the nine mol
ended September 30, 2013 from 52.9% in the ninetiisoended September 30, 2012, largely due to thegsenses declining at a lower |
than tuition revenues.

Marketing expenseddarketing expenses increased $3.3 million, or 68457.0 million in the nine months ended Septendt
2013 from $53.7 million in the nine months ende@t8mber 30, 2012, largely due to the full year ioipa 2013 of new markets openec
2012. These expenses as a percentage of revermneased to 15.0% for the nine months ended SepteB#h&013 from 12.8% in the ni
months ended September 30, 2012, largely due tkeatiag expenses increasing while tuition revenwedined.

Admissions advisory expens@slmissions advisory expenses decreased $3.9 milin20%, to $15.8 million in the nine mon
ended September 30, 2013 from $19.7 million inrtime months ended September 30, 2012, largely alimnmer personnel costs. Admissi
advisory expenses as a percentage of revenuesadedr®d 4.2% for the nine months ended Septemh&033 from 4.7% in the nine mon
ended September 30, 2012.

General and administration expens@eneral and administration expenses decreasechdli@, or 10%, to $35.5 million in tt
nine months ended September 30, 2013 from $391®mih the nine months ended September 30, 2@t8ely due to lower personnedhatec
costs, including stockased compensation expense, and lower professigr@ices and other administrative expenses. Gereare
administration expenses as a percentage of reveveres9.4% for the nine months ended Septembe2@B(B and September 30, 2012.

Income from operationdncome from operations decreased $22.1 million2@%, to $62.8 million in the nine months en
September 30, 2013 from $84.9 million in the ninenths ended September 30, 2012 due to the aforemedtfactors.

Interest expensénterest expense increased $0.6 million, or 19984t0 million in the nine months ended Septembe28Q3 fron
$3.4 million in the nine months ended Septembe28Q2, due to higher average debt outstandingeipémniod.

Provision for income taxedncome tax expense decreased $8.8 million, or 2i%23.4 million in the nine months en
September 30, 2013 from $32.2 million in the ninenths ended September 30, 2012, primarily due eéoditrease in income before te
discussed above. Our effective tax rate was 39@%he nine months ended September 30, 2013 conhp@i@9.5% for the nine months en
September 30, 2012.

Net incomeNet income decreased $13.9 million, or 28%, to 438illion in the nine months ended September 3@3Z0om $49..
million in the nine months ended September 30, 2BH¥cause of the factors discussed above.

Liquidity and Capital Resources

At September 30, 2013, we had cash and cash eqotsabf $85.2 million compared to $47.5 millionR#cember 31, 2012 a
$45.6 million at September 30, 2012. At Septemier2013, most of our excess cash was invested rik baernight deposits and mot
market funds.

On November 8, 2012, we entered into a second amdesuald restated revolving credit and term loaneagent which is secured
our assets and provides for a $100.0 million remgi\credit facility and $125.0 million term loancfty with a maturity date of December :
2016. Proceeds from the new term loan were usedy®ff $77.5 million outstanding under our exigtierm loan facility. The amended cre
facility is used for general corporate purposesuiiog share repurchases. The amended credittfailiguaranteed by the University an
secured by substantially all of the personal priyp@nd assets of the Company and the guarantor.
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The term loan portion of the amended credit facitequires quarterly principal payments of $781,28@inning in March 20!
through December 2014, and $1,562,500 beginninganch 2015. Any remaining principal is payable ull fon December 31, 201
Borrowings bear interest at LIBOR or a base rates gl margin ranging from 2.00% to 2.50%, dependimguur leverage ratio. For the te
loan facility, we are party to interest rate swammagements that fix the interest rate on the enérm loan facility at an effective rate rang
from 2.85% to 3.35%, depending on the Compamgverage ratio. An unused commitment fee ranfiimmg 0.30% to 0.40%, depending on
leverage ratio, accrues on unused amounts undeetioévzing portion of the amended credit faciliuring the nine months ended Septer
30, 2012 and 2013, we paid cash interest of $2l&mand $3.4 million, respectively. We had nosiahding balance under the prior revol
credit facility on the day of closing. At Septeml3€);, 2013, we had $122.7 million outstanding urttlerterm loan and no balance outstan
under the revolving credit facility. We are obligdtto repay $3.1 million of the term loan over tiext four calendar quarters.

The amended credit facility contains customary oavis, representations, warranties, events of efad remedies upon defa
In addition, we must satisfy certain financial ntaimance covenants, including a total leverage ratoverage ratio and a U.S. Departme
Education financial responsibility composite scak&e were in compliance with all applicable covesamiated to the amended credit facilit
of September 30, 2013.

For the nine months ended September 30, 2013, wergied $72.2 million net cash from operating étitis compared to $57
million for the same period in 2012. Our net casimT operating activities increased in the nine memnded September 30, 2013 compar
the same period in 2012, even though our net inoeaslower, largely due to a change in 2012 intitténg of student tuition payments b
third party. The increase is also attributableh® favorable timing of cash tax payments compavettie prior year. We began to impleme
number of cost reduction initiatives in the fougtmarter of 2013, which we expect will reduce cdslvffrom operations by approximately d
million during the three months ending DecemberZ113. Capital expenditures were $7.1 million tteeg nine months ended Septembe
2013 compared to $18.2 million for the same pero@012, as we do not plan to open any new campadisesg 2013. We invested $2.
million to repurchase common shares in the operketaturing the nine months ended September 30,,204Bwe had $70.0 million of sh.
repurchase authorization remaining at Septembe2(BIB.

In the third quarter of 2013, bad debt expense @ereentage of revenues was 4.5% compared to LR¥%d same period in 20:
Days sales outstanding was 16 days at the enaahifd quarter of 2013 compared to 18 days aetiteof the third quarter of 2012.

Currently, we maintain our cash in mostly FDI&ured bank accounts and invest our excess casomey market funds. We he
available $100 million under our revolving credicility. We believe that existing cash and cashivadents, cash generated from opere
activities, and if necessary, cash borrowed unigereévolving credit facility, will be sufficient tmeet our requirements for at least the ne:
months.

The table below sets forth our contractual committeeassociated with operating leases, and the viegoktredit and term loz
facilities as of September 30, 2013. Although thaye been paid in the past, dividends are not &raminal commitment and, therefore, h
been excluded from this table.

Payments due by period (in thousar

Within 1 2-3 4-5 After 5

Total Year Years Years Years
Operating lease $ 227,290 % 42,01C $ 76,47¢ $ 56,12: $ 52,68
Term loan 122,65t 3,12¢ 11,71¢ 107,81: —
Total $ 349,95. $ 4513 $ 88,19¢ $ 163,93¢ $ 52,68¢
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ITEM 3: QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

The Company is subject to the impact of interest changes and may be subject to changes in theethalues of its future investments.
Company invests its excess cash in bank overnighbslts, money market funds and marketable seesiriihe Company has not u
derivative financial instruments in its investmeuttfolio. Earnings from investments in bank ovghtideposits, money market mutual ful
and marketable securities may be adversely afféntélte future should interest rates decline, algtosuch a decline may reduce the int
rate payable on any borrowings by the Company uitsleevolving credit facility. The Compars/future investment income may fall shor
expectations due to changes in interest rateseiCttmpany may suffer losses in principal if fordedsell securities that have decline
market value due to changes in interest rates.fAeptember 30, 2013, a 1% increase or decreasgeirest rates would not have a mat:
impact on the Company’s future earnings, fair vaJus cash flows related to investments in cashvatgnts or interestarning marketah
securities.

Changing interest rates could also have a negatipact on the amount of interest expense the Coynpaiurs. On November 8, 2012,
Company entered into a second amended and res&atelding credit and term loan agreement providioga $100 million revolving crec
facility and a $125 million term loan facility. Bmwings under the $100 million revolving creditifag bear interest at LIBOR or a base |
plus a margin ranging from 2.00% to 2.50%, depamdin the Companyg’leverage ratio. Also on November 8, 2012, the gamy entered in
an additional interest rate swap arrangement @525 million term loan facility that fixes the @pany’s interest rate on the term loan fac
at an effective rate ranging from 2.85% to 3.35%peahding on the Comparsyleverage ratio, for the duration of the term loalthough ai
increase in LIBOR would not affect interest expeonsethe term loan, it would affect interest expenseany outstanding balance of
revolving credit facility and the fair value of tlmterest rate swap arrangement. For every 10G lpasnts increase in LIBOR, the Comp
would incur an incremental $1.0 million in interesipense per year assuming the entire $100 miléwaolving credit facility were utilized, b
such an increase in LIBOR would not materially efffdne value of the Company’s interest rate swap.

ITEM 4. CONTROLS AND PROCEDURES

a) Disclosure Controls and ProcedureThe Companys Chief Executive Officer and Chief Financial Offichave evaluated the effectiver
of the Companys disclosure controls and procedures as of SepteB@h013. Based upon such review, the Chief BxexDfficer ant
Chief Financial Officer have concluded that the @amy has in place, as of September 30, 2013, sffecontrols and procedul
designed to ensure that information required taliselosed by the Company (including consolidateosgliaries) in the reports it files
submits under the Securities Exchange Act of 18834mended, and the rules thereunder, is recoodeckessed, summarized and repc
within the time periods specified in the Commiss®onules and forms. Disclosure controls and proeslimclude, without limitatio
controls and procedures designed to ensure thatmattion required to be disclosed by an issuereports it files or submits under
Securities Exchange Act is accumulated and commtetcto the Company’management, including its principal executiveceff o
officers and principal financial officer or officgr or persons performing similar functions, as appate to allow timely decisio
regarding required disclosul

b) Internal Control Over Financial Reportin. There have not been any changes in the Compantgrnal control over financial reporti

during the quarter ended September 30, 2013 that haaterially affected, or are reasonably likelyntaterially affect, the Compary’
internal control over financial reportin
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PART Il — OTHER INFORMATION

Item 1. Legal Proceedings

From time to time, we are involved in litigationcaather legal proceedings arising out of the ongircaurse of our business. Th
are no pending material legal proceedings to whietare subject or to which our property is subject.

Item 1A. Risk Factors

Iltem 2.

Iltem 3.

Item 4.

Iltem 5.

Iltem 6.

You should carefully consider the factors discusseBart I, “ltem 1A. Risk Factors” in our Annuakport on Form 10k for the
year ended December 31, 2012, which could matgrdiect our business. There have been no mathaiges to the risk fact
previously described in Part I, Iltem 1A includectlie Company’s Annual Report on Form K(er the year ended December
2012. Those risks are incorporated herein by #fsrence. We have added a risk factor affectingoasiness as follows:

Our business could be harmed if Congress makes changes to the availability of Title 1V funds.

We collected the majority of our fiscal year 20H?at consolidated net revenue from receipt of Tifefinancial aic
program funds, principally from federal studentrnsaunder the Federal Direct Loan Program (FDLP)ar@es in th
availability of these funds or a reduction in theaant of funds disbursed may have a material adveffect on ot
enrollment, financial condition, results of opesat and cash flows. Congress eliminated furthegrfdddirect subsidize
loans for graduate and professional students asilgfl, 2012. On August 9, 2013, Congress pasggsldéion that tie
interest rates on Title IV loans to the rate paidu$s Treasury bonds. Interest rates are set ewdyylJfor loans taken o
from July 1stto June 30" of the following year. For the current award yehe rate decreased as compared to the
previously in effect. In April 2011, Congress elirated year-round Pell Grant awards beginning wigh20112012 awar
year and in July 2012, Congress reduced eligibfitty Pell Grants from 18 semesters to 12 semesiersdate thes
changes did not have a material impact on our kssibut future changes in the availability of Titfefunds could impax
students’ability to fund their education and thus may haveaaterial adverse effect on our enrollment, finahcondition
results of operations and cash flows.

The risks described in our Annual Report on ForrK1and above are not the only risks facing our Comypadditional risks an
uncertainties not currently known to us or thatouerently deem to be immaterial also may materiatlyersely affect our busine

Unregistered Sales of Equity Securities and Use Bfoceeds
During the three months ended September 30, 20&3did not repurchase any shares of common stockrumgr repurcha:
program. The remaining authorization for our comrstotk repurchases was $70.0 million at SeptemBe2@13 for use¢hrougt
December 31, 2014.

Defaults Upon Senior Securitie:

Mine Safety Disclosures
Not applicable
Other Information

The information related to cost reduction initi@svcontained in the second and third paragraphpage 17 and in the th
paragraph on page 19 under Part 2, Item 2: Manageiscussion and Analysis of Financial Conditiord &Results of Operatior
discussing cost reduction initiatives being implebed in the fourth quarter 2013, beginning on Oetdtd, 2013, and expectec
result in significant ond¢ime charges resulting from certain campus closegsg employee severance in the three months €
December 31, 2013, is hereby incorporated by reéere The disclosure so incorporated by referemgeavided in satisfaction
Item 2.05 of Form 8-K.

The exhibits required to be filed as part of thisa@Qerly Report on Form 1Q-are listed in the Exhibit Index attached heretd art
incorporated herein by reference.
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SIGNATURES

Pursuant to the requirements of the Securities &xgh Act of 1934, the registrant has duly causiedréiport to be signed on its behalf by

undersigned thereunto duly authorized.
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By: /s/ Mark C. Browr

Mark C. Brown

Executive Vice President and Chief Finan
Officer

Date: November 1, 201




Exhibit Index

Exhibit  Description

31.1 Certification of Chief Executive Officer pursuantRule 13-14(a) of the Securities Ac
31.2 Certification of Chief Financial Officer pursuantRule 13-14(a) of the Securities Ac

32.1 Certification of Chief Executive Officer pursuamt 18 U.S.C. Section 1350, as adopted pursuant ¢toBe906 of the Sarbanes-
Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuar 18 U.S.C. Section 1350, as adopted pursuant ¢toB8e906 of the Sarbanes-
Oxley Act of 2002

101. INS XBRL Instance Documel

101. SCH XBRL Schema Docume

101. CAL XBRL Calculation Linkbase Docume
101. DEF XBRL Definition Linkbase Documel
101. LAB XBRL Label Linkbase Documet

101. PRE XBRL Presentation Linkbase Docum
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Exhibit 31.1

CERTIFICATIONS
I, Karl McDonnell, certify that:
1. | have reviewed this quarterly report on Forn-Q of Strayer Education, Inc

2. Based on my knowledge, this report does not cordai untrue statement of a material fact or omistite a material fact
necessary to make the statements made, in ligtiteotircumstances under which such statements madke, not misleading
with respect to the period covered by this reg

3. Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all
material respects the financial condition, resafteperations and cash flows of the registrantfaarw for, the periods presented
in this report;

4. The registrant’s other certifying officer and | assponsible for establishing and maintaining disete controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogti(as defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a)Designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatiolatieg to the registrant, including its consolidhtsubsidiaries, is made
known to us by others within those entities, paitidy during the period in which this report isip prepared

(b)Designed such internal control over financial réjpgr, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assaraegarding the reliability of financial repogi@and the preparation of
financial statements for external purposes in atauce with generally accepted accounting princijy

(c)Evaluated the effectiveness of the registrant’sldiire controls and procedures and presentedsimeport our conclusions
about the effectiveness of the disclosure con@als procedures, as of the end of the period coveyetiis report based on
such evaluation; ar

(d)Disclosed in this report any change in the regidtsainternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an amaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluaticimtefnal control over
financial reporting, to the registrant’s auditonsdathe audit committee of the registrant’s boarddokctors (or persons
performing the equivalent function:

(a)All significant deficiencies and material weaknesse the design or operation of internal controéofinancial reporting
which are reasonably likely to adversely affect thgistrant’s ability to record, process, summaidrg report financial
information; anc

(b)Any fraud, whether or not material, that involvemmagement or other employees who have a signifioaet in the
registran’s internal control over financial reportir

Date: November 1, 2013

/s/ Karl McDonnell

Karl McDonnel
Chief Executive Office



Exhibit 31.2

CERTIFICATIONS
I, Mark C. Brown, certify that:
1. 1 have reviewed this quarterly report on Forn-Q of Strayer Education, Inc

2. Based on my knowledge, this report does not cordai untrue statement of a material fact or omistite a material fact
necessary to make the statements made, in ligtiteotircumstances under which such statements madke, not misleading
with respect to the period covered by this reg

3. Based on my knowledge, the financial statementd, ather financial information included in this repdairly present in all
material respects the financial condition, resafteperations and cash flows of the registrantfaarw for, the periods presented
in this report;

4. The registrant’s other certifying officer and | assponsible for establishing and maintaining disete controls and procedures
(as defined in Exchange Act Rules 13a-15(e) and1B§d)) and internal control over financial repogti(as defined in Exchange
Act Rules 13-15(f) and 15-15(f)) for the registrant and hav

(a)Designed such disclosure controls and proceduresused such disclosure controls and procedures tiesigned under our
supervision, to ensure that material informatiolatieg to the registrant, including its consolidhtsubsidiaries, is made
known to us by others within those entities, paitidy during the period in which this report isip prepared

(b)Designed such internal control over financial réjpgr, or caused such internal control over finah@aorting to be designed
under our supervision, to provide reasonable assaraegarding the reliability of financial repogi@and the preparation of
financial statements for external purposes in atauce with generally accepted accounting princijy

(c)Evaluated the effectiveness of the registrant’sldiire controls and procedures and presentedsimeport our conclusions
about the effectiveness of the disclosure con@als procedures, as of the end of the period coveyetiis report based on
such evaluation; ar

(d)Disclosed in this report any change in the regidtsainternal control over financial reporting thatcurred during the
registrant’s most recent fiscal quarter (the regidts fourth fiscal quarter in the case of an amaport) that has materially
affected, or is reasonably likely to materiallyeaft, the registra’s internal control over financial reporting; &

5. The registrant’s other certifying officer and | leadisclosed, based on our most recent evaluaticimtefnal control over
financial reporting, to the registrant’s auditonsdathe audit committee of the registrant’s boarddokctors (or persons
performing the equivalent function:

(a)All significant deficiencies and material weaknesse the design or operation of internal controéofinancial reporting
which are reasonably likely to adversely affect thgistrant’s ability to record, process, summaidrg report financial
information; anc

(b)Any fraud, whether or not material, that involvemmagement or other employees who have a signifioaet in the
registran’s internal control over financial reportir

Date: November 1, 2013

/s/ Mark C. Browr

Mark C. Brown
Executive Vice President and Chief
Financial Officer



Exhibit 32.1

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

In connection with the Quarterly Report of Straieiucation, Inc. (the “Company”) on Form {®for the period ended September 30, 20:
filed with the Securities and Exchange Commissiontlee date hereof (the “Report), Karl McDonnell, Chief Executive Officer of t
Company, certify, pursuant to 18 U.S.C. §1350,dmpted pursuant to 8906 of the Sarbanes-Oxley A2002, that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgfeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of
the Company.

/s/ Karl McDonnell

Karl McDonnell
Chief Executive Office

November 1, 201



Exhibit 32.2

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

In connection with the Quarterly Report of Straieiucation, Inc. (the “Company”) on Form {®for the period ended September 30, 20:
filed with the Securities and Exchange Commissiorttee date hereof (the “Reportl),Mark C. Brown, Executive Vice President and G
Financial Officer of the Company, certify, pursuémil8 U.S.C. §1350, as adopted pursuant to §9@iteabarbanes-Oxley Act of 2002, that:

(1) The Report fully complies with the requiremeotsection 13(a) or 15(d) of the Securities ExgjeAct of 1934; and

(2) The information contained in the Report faplgsents, in all material respects, the finanaaldition and results of operations of
the Company.

/s/ Mark C. Browr

Mark C. Brown
Executive Vice President al
Chief Financial Office

November 1, 2(13



