SECURITIES AND EXCHANGE COMMISSION

WASHINGTON, DC 20549

FORM 10-Q

Quarterly Report Pursuant to Section 13 or 15 (d) bthe
Securities Exchange Act of 1934

For the quarterly period ended March 31, 2014

Commission File No. 0-21039

Strayer Education, Inc.

(Exact name of registrant as specified in this chaer)

Maryland 52-197597¢€
(State or other jurisdiction of (I.LR.S. Employer
incorporation or organization) Identification No.)

2303 Dulles Station Boulevarc
Herndon, VA 20171
(Address of principal executive offices (Zip Code)

Registrant’s telephone number, including area code(703) 561-1600

Indicate by check mark whether the registrant (1) las filed all reports required to be filed by Sectio 13 or 15(d) of the Securitie
Exchange Act of 1934 during the preceding 12 month@®r for such shorter period that the registrant wa required to file such reports)
and (2) has been subject to such filing requiremestfor the past 90 days. Ye&l No O

Indicate by check mark whether the registrant has gbmitted electronically and posted on its corporateWeb site, if any, ever
Interactive Data File required to be submitted andposted pursuant to Rule 405 of Regulation $-(8232.405 of this chapter) during th
preceding 12 months (or for such shorter period thithe registrant was required to submit and post sch files). YesX] No O
Indicate by check mark whether the registrant is alarge accelerated filer, an accelerated filer, a noaccelerated filer or a smalle
reporting company. See definitions of “large accetated filer”, “accelerated filer” and “smaller repo rting company” in Rule 12b-2 of
the Exchange Act. (check one)

Large accelerated file Accelerated filel

Non-accelerated file O (Do not check if a smaller reporting compa Smaller reporting compar O

Indicate by check mark whether the registrant is ashell company (as defined in Rule 12b-2 of the Exahge Act). Yes[ No

As of April 18, 2014, there were outstanding 10,84301 shares of Common Stock, par value $0.01 perask, of the Registrant.




STRAYER EDUCATION, INC.
INDEX
FORM 10-Q
PART |I— FINANCIAL INFORMATION
Item 1. Financial Statemer
Unaudited Condensed Consolidated Balance SheBescaimber 31, 2013 and March 31, 2!
Unaudited Condensed Consolidated Statements ofriador the three months encMarch 31, 2013 and 201

Unaudited Condensed Consolidated Statements opédransive Income for the three months ended Mait¢ch
2013 and 201

Unaudited Condensed Consolidated Statements okisttders’ Equity for the three months ended M&th
2013 and 201

Unaudited Condensed Consolidated Statements ¢f Elas/s for the three months ended March 31, 2GiB a
2014

Notes to Unaudited Condensed Consolidated FinbStatement:
Iltem 2. Manageme’s Discussion and Analysis of Financial Conditiod &esults of Operatior
Item 3. Quantitative and Qualitative DisclosureAbMarket Risk
Item 4.Controls and Procedur:
PART Il — OTHER INFORMATION
Item 1. Legal Proceeding
Item 1A. Risk Factor
Item 2. Unregistered Sales of Equity Securities ldad of Proceec
Item 3. Defaults Upon Senior Securit
Iltem 4. Mine Safety Disclosurt
Item 5. Other Informatio
Item 6. Exhibits
SIGNATURES

CERTIFICATIONS

17

20

20

21

21

22

22

22

22

22

23




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

December 3! March 31,
2013 2014
ASSETS
Current asset:
Cash and cash equivale $ 94,76( $ 126,20!
Tuition receivable, ne 15,84 15,48:
Other current assets 16,73¢ 16,09¢
Total current asse 127,341 157,771
Property and equipment, r 94,42 90,52¢
Deferred income taxe 17,12¢ 14,99(
Goodwill 6,80( 6,80(
Other assets 8,57¢ 7,52(
Total assets $ 254,26¢ $ 277,61
LIABILITIES & STOCKHOLDERS ' EQUITY
Current liabilities:
Accounts payable and accrued expel $ 38,527 $ 38,50:
Income taxes payab 2,56¢ 10,93:
Deferred revenu 65€ 1,94
Other current liabilitie: 281 281
Current portion of term loan 3,12¢ 3,90¢
Total current liabilities 45,15¢ 55,57+
Term loan, less current portit 118,75( 117,18t
Other long-term liabilities 51,45¢ 50,68
Total liabilities 215,36 223,44
Commitments and contingenci
Stockholder' equity:
Common stock, par value $0.01; 20,000,000 shardwared; 10,797,464 and 10,843,301 shares
issued and outstanding at December 31, 2013 andhV&dr, 2014, respective 10¢€ 10¢€
Additional paic-in capital 7,137 7,54¢
Retained earning 31,62¢ 46,41
Accumulated other comprehensive income (loss) 28 102
Total stockholders’ equity 38,90 54,16"
Total liabilities and stockholders’ equity $ 254,26t $ 277,61

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




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

For the three months
ended March 31

2013 2014
Revenues $ 137,50t $ 116,46!
Costs and expense
Instruction and educational supp 73,42’ 59,11
Marketing 17,72: 16,31«
Admissions advisor 5,351 4,11¢
General and administration 11,08¢ 11,01
Total costs and expenses 107,58 90,55¢
Income from operatior 29,91¢ 25,90¢
Investment incom — 1
Interest expense 1,29¢ 1,35
Income before income tax 28,620 24,55
Provision for income taxes 11,39: 9,77¢
Net income $ 17,23 $ 14,78:
Earnings per shar
Basic $ 15¢ $ 1.4C
Diluted $ 15¢ % 1.4C
Weighted average shares outstand
Basic 10,81 10,52¢
Diluted 10,85( 10,58:
STRAYER EDUCATION, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF COMP REHENSIVE INCOME
(in thousands)
For the three months
ended March 31
2013 2014
Net income $ 17,23 $ 14,78:
Other comprehensive incorr
Change in fair value of derivative instrument, ofincome tax 13¢ 75
Comprehensive income $ 17,37 $ 14,85¢

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




STRAYER EDUCATION, INC.
UNAUDITED CONDENSED CONSOLIDATED STATEMENTS OF STOC KHOLDERS'’ EQUITY
(in thousands, except share data)

Accumulated

Additional Other
Common Stocl Paid-in Retained Comprehensiv
Shares Par Value Capital Earnings (Loss) Income Total
Balance at December 31, 20 11,387,29 $ 114 % 29¢ % 41,31 $ (736) $ 40,98t¢
Tax shortfall associated with stock-
based compensation arrangems — — (427) (2,865 — (3,286
Repurchase of common sta (495,089 5) (1,759 (23,247 — (24,999
Restricted stock grants, net of
forfeitures and conversior (81,347 Q) 1 — — —
Stoclk-based compensatic — — 2,25( — — 2,25(
Change in fair value of derivative
instrument, net of income t: — — — — 13¢ 13¢
Net income — — — 17,23: — 17,23:
Balance at March 31, 2013 10,810,87 $ 106 $ 377 $ 32,43t $ (597 $ 32,32!
Accumulated
Additional Other
Common Stocl Paid-in Retained Comprehensiv
Shares Par Value Capital Earnings Income (Loss Total
Balance at December 31, 20 10,797,46. $ 106 $ 7,137 $ 31,62¢ $ 28 % 38,90:
Tax shortfall associated with stock-
based compensation arrangems — — (1,559 — — (1,559
Restricted stock grants, net of
forfeitures and conversiol 45,831 — — — — —
Stoclk-based compensatic — — 1,961 — — 1,961
Change in fair value of derivative
instrument, net of income t: — — — — 75 75
Net income — — — 14,78 — 14,78
Balance at March 31, 2014 10,843,30 $ 10€ $ 7,54¢ $ 46,41: $ 105 $ 54,16"

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




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

Cash flows from operating activitie
Net income
Adjustments to reconcile net income to net caskigea by operating activitie:
Amortization of gain on sale of ass
Amortization of deferred ret
Amortization of deferred financing cos
Depreciation and amortizatic
Deferred income taxe
Stocl-based compensatic
Changes in assets and liabiliti
Tuition receivable, ne
Other current asse
Other asset
Accounts payable and accrued expei
Income taxes payable and income taxes recei
Deferred revenu
Other long-term liabilities

Net cash provided by operating activities

Cash flows from investing activitie
Purchases of property and equipment

Net cash used in investing activities

Cash flows from financing activitie
Payments on term lo¢
Repurchase of common stock

Net cash used in financing activities

Net increase in cash and cash equival
Cash and cash equivalents — beginning of period

Cash and cash equivalents — end of period

Non-cash transaction
Purchases of property and equipment included inwds payable

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

FLOWS

For the three months ended

March 31,
2013 2014
$ 17,23. % 14,78
(70 (70)
27 (199
19t 19t
6,19( 5,80:
(661) (602)
2,25( 1,961
1,081 1,33¢
1,64¢ 92¢
(4) —
(8,220) (336
11,847 9,22¢
(265) 3,69¢
147 (3,505
31,39: 33,217
(2,36¢) (99€)
(2,36¢) (996)
(7817) (7817)
(24,999 —
(25,780 (787)
3,24¢ 31,44(
47,51 94,76(
$ 50,76: $ 126,20
$ 706 $ 22




STRAYER EDUCATION, INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED FINANCIAL STATEMENTS
Information as of March 31, 2013 and 2014 is unautid.

1. Nature of Operations

Strayer Education, Inc. (the “Company’g, Maryland corporation, conducts its operation®oufjh its wholly owned subsidiary, Stra
University (the “University”).The University is an accredited institution of hégleducation that provides undergraduate and gradiegrees
various fields of study through physical campugesdominantly located in the eastern United Stated,online. With the Comparg/focus o
the student, regardless of whether he or she chaogake classes at a physical campus or ontihasionly one reporting segment.

2. Significant Accounting Policies
Financial Statement Presentati

The consolidated financial statements include teoants of the Company and its only subsidiary,Wnéversity. All intercompany accout
and transactions have been eliminated in the cintaget financial statements.

All information as of December 31, 2013 and Maréh 3013 and 2014, and for the three months endedhvii, 2013 and 2014 is unaud
but, in the opinion of management, contains allsisents, consisting only of normal recurring atipents, necessary to present fairly
condensed consolidated financial position, resafltsperations and cash flows of the Company. Qeiité#fiormation and footnote disclosu
normally included in financial statements preparedccordance with generally accepted accountimgiples have been condensed or omi
These unaudited condensed consolidated finaneitdments should be read in conjunction with thesabdated financial statements and n
thereto included in the Company’s Annual Reporfonm 10K for the fiscal year ended December 31, 2013. fHselts of operations for t
three months ended March 31, 2014 are not nechsisalicative of the results to be expected for fikfiscal year .

Revenue Recognitic

The Company’s educational programs are offered aquarterly basis and such periods coincide with @mnpanys quarterly financi
reporting periods. Approximately 96% of the Compamgvenues during the three months ended MarcB®HY consisted of tuition reven
Tuition revenue is recognized in the quarter otrungion. Tuition revenue is shown net of any refsinwithdrawals, corporate discou
scholarships and employee tuition discounts. Atstlagt of each academic term, a liability (defemredenue) is recorded for academic sen
to be provided and a tuition receivable is recoridedhe portion of the tuition not paid upfrontéash. Any cash received prior to the start (
academic term is recorded as deferred revenue.e$timated value of scholarship awards which willrealized in the future is based
historical experience of students who are expeitadalize scholarship awards earned as coursesiacessfully completed. Deferred reve
is recorded as a current or lotegm liability in the consolidated balance sheetsda on when the benefit is expected to be realRedenue
also include textbookelated income, application fees, technology fedacement test fees, withdrawal fees, certifica&eenue, and oth
income, which are recognized when earned.

Tuition Receivable and Allowance for Doubtful Aatisu

The Company records tuition receivable and deferesdnue for its students upon the start of thel@mwac term. Therefore, at the end of
quarter (and academic term), tuition receivableesgnts amounts due from students for educatienaices already provided, and any advi
payments from students for academic services t@rbeided in the future are classified as deferredenue. Tuition receivables are
collateralized; however, credit risk is minimizesl @result of the diverse nature of the Universigtudent base. The University establishe
allowance for doubtful accounts primarily based muguostorical collection rates by age of receivaliet of recoveries). The Comps
periodically assesses its methodologies for estimgdtad debts in consideration of actual experiefite Companyg tuition receivable ai
allowance for doubtful accounts were as follows :

December
31, March 31,
($ in thousands) 2013 2014
Tuition receivable $ 26,148 $ 26,32:
Allowance for doubtful accounts (10,307 (10,847)
Tuition receivable, net $ 15,84: $ 15,48:




Approximately $3.4 million and $2.4 million of tigh receivable is included in Other assets in theompanying unaudited conden
consolidated balance sheets as of December 31,&@l8arch 31, 2014, respectively, because theseiats are expected to be collected
12 months .

Fair Value

The Fair Value Measurement Topic, ASC 820-10 (“A%ID-10"), establishes a framework for measuring fair valstatdishes a fair vall
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 lemplt that is significant to the fair val
measurement. Under ASC 820; fair value of an investment is the price thauld be received to sell an asset or to transfatbdity to ar
entity in an orderly transaction between marketigigants at the measurement date. The hierarchgsgihe highest priority to assets
liabilities with readily available quoted prices am active market and lowest priority to unobselwabputs which require a higher degre:
judgment when measuring fair value, as follo

e lLevel 1 assets or liabilities use quoted priceadtive markets for identical assets or liabilithssof the measurement de

e Level 2 assets or liabilities use observable inpotiser than quoted market prices, that are etlivexctly or indirectly observable in t
marketplace for identical or similar assets ankiiliiées; and

e Level 3 assets or liabilities use unobservabletsithat are supported by little or no market atti

The Companys assets and liabilities that are subject to falue measurement are categorized in one of the tawels above. Fair values
based on the inputs available at the measuremées,dand may rely on certain assumptions that nff@gtathe valuation of fair value f
certain assets or liabilities.

Goodwill and Indefinite-Lived Intangible Assets

Goodwill represents the excess of the purchase mfican acquired business over the amount assifinéte assets acquired and liabili
assumed. IndefinitBved intangible assets, which include a trade naane recorded at fair market value on their adgoisdate. An indefinit
life was assigned to the trade name because theasontinued ability to generate cash flows inultly.

Goodwill and the indefinite-lived intangible asse¢ assessed at least annually for impairment gitine threemonth period ending Septem
30, or more frequently if events occur or circumsts change between annual tests that would nkalg than not reduce the fair value of
respective reporting unit below its carrying amouhider Accounting Standards Update No. 2011k ngiblesGoodwill and Other (Top
350): Testing Goodwill for Impairmenthe Company is permitted, but not required, tst fassess qualitative factors to determine wheths
necessary to perform the more thorough quantitaawill impairment test. No impairment existedvirch 31, 2014.

Accounting for Derivative Instruments and Hedgirgivities

On the date that the Company enters into a devivatbntract, it designates the derivative as a éi@dda) a forecasted transaction or (b’
variability of cash flows that are to be receivedaid in connection with a recognized asset duillig (a cash flow hedge). All derivatives i
recognized in the balance sheet at their fair value

Changes in the fair value of a derivative thatighly effective and that is designated and qualifis a cash flow hedge, to the extent the
hedge is effective, are recorded, net of incomeitaather comprehensive income, until earningsadiected by the variability of cash flows
the hedged transaction (e.g., until periodic settiets of a variableate asset or liability are recorded in earningsly hedge ineffectivene
(which represents the amount by which the changeise fair value of the derivative exceed the \iliiy in the cash flows of the forecas
transaction) is recorded in current-period earnings

The Company formally documents all relationshipsveen hedging instruments and hedged items, asawé riskmanagement objective &
strategy for undertaking various hedge transactibhe Company also formally assesses (both atetigds inception and on an ongoing ba
whether the derivatives that are used in hedgiagstctions have been highly effective in offsetthgnges in the fair value or cash flow
hedged items and whether those derivatives mayected to remain highly effective in future pesotvhen it is determined that a deriva
is not (or has ceased to be) highly effective hedge, the Company discontinues hedge accountospectively.




Authorized Stoc

The Company has authorized 20,000,000 shares aheconstock, par value $0.01, of which 10,797,464 H»843,301 shares were issued
outstanding as of December 31, 2013 and March @14,2espectively. The Company also has autho®;@d0,000 shares of preferred st
none of which has been issued or outstanding €166d. Before any preferred stock may be issuetiarfuture, the Board of Directors wo
need to establish the preferences, conversionher oights, voting powers, restrictions, limitatioas to dividends, qualifications, and the te
or conditions of the redemption of the preferrextkt

Stock-Based Compensation

As required by the Stock Compensation Topic, AS@, ihe Company measures and recognizes compensaganse for all shatease!
payment awards made to employees and directotsiding employee stock options, restricted stockirieted stock units, and employee st
purchases related to the Company’s Employee StagkhBse Plan, based on estimated fair values. $i@aeéd compensation expe
recognized in the unaudited condensed consolidstigdments of income for the three months endediMat, 2013 and 2014, is basec
awards ultimately expected to vest and, theretoas,been adjusted for estimated forfeitures. Thag@my is required to estimate forfeiture
the time of grant and revise, if necessary, thenase in subsequent periods if actual forfeituréfedfrom those estimates. The forfeiture |
used is based on historical experience. The Compkwyassesses the likelihood that performancerierinssociated with performanbase:
awards will be met. If it is determined that itnwre likely than not that performance criteria wilit be achieved, the Company revise
estimate of the number of shares it believes tinately vest.

Net Income Per Shai

Basic earnings per share is computed by dividirignuome by the weighted average number of shdresmomon stock outstanding during
periods. Diluted earnings per share reflects thergial dilution that could occur assuming convemsor exercise of all dilutive unexercit
stock options, restricted stock and restrictedkstadts. The dilutive effect of stock awards wasedmined using the treasury stock met|
Under the treasury stock method, all of the follegviare assumed to be used to repurchase sharke Gfompanys common stock: (1) tl
proceeds received from the exercise of stock ogfi(#) the amount of compensation cost associatibdtie stock awards for future service
yet recognized by the Company, and (3) the amofitdxobenefits that would be recorded in additiopaic-in capital when the stock awa
become deductible for income tax purposes. Stotlomp are not included in the computation of didlearnings per share when the s
option exercise price of an individual grant excetite average market price for the period. Durdrgthree months ended March 31, 2013
2014, the Company had no issued and outstandicl sfaions that were included in the calculation.

Set forth below is a reconciliation of shares uwecalculate basic and diluted earnings per shartgusands):

For the three months
ended March 31

2013 2014
Weighted average shares outstanding used to corbpsie earnings per she 10,81: 10,52¢
Unvested restricted stock 37 52
Shares used to compute diluted earnings per share 10,85( 10,58

3. Restructuring and Related Charges

In October 2013, the Company implemented a restrungt to better align the Compasytesources with its current student enrolimefitsis
restructuring, which occurred primarily in the fduguarter of 2013, included the closing of appmeadely 20 physical locations and reduct
in the number of campus-based and corporate engdoye




The following details the changes in the Compang&ructuring liability by type of cost during thieee months ended March 31, 2014:

Severance

and Other

Lease and Employee

Related Separation

(% in thousands) Costs, Net Costs Total

Balance at December 31, 2013 $ 4255( $ 2,21¢  $ 44,76¢
Non-cash adjustmen() (54¢) (24) (572
Payments (2,939 (2,129 (5,06¢)
Balance at March 31, 2014%) $ 39,060 $ 63 $ 39,12¢

(1) The current portion of restructuring liabilities sv&10.4 million and $8.4 million as of December 2013 and March 31, 20:
respectively, which are included in Accounts pagahhd accrued expenses, and the long-term posionciuded in Other longerm
liabilities in the unaudited condensed consoliddiaidnce shee.

(2) Non-cash adjustments for lease and related costs ffesmitchanges in the timing and expected incommfsublease agreements sig
during the quarter. Non-cash adjustments for semerand other employee separation costs relatechpioyees who were ieired to othe
roles within the Company and were not paid seve:

Lease and Related Costs, M During the fourth quarter of 2013, the Universityplemented a plan to close approximately 20 ofatspu
locations. The Company recorded approximately $&@llon of aggregate charges representing themegéd fair value of future contract
operating lease obligations, which were recordethénperiods the Company ceased using the respdeiiilities. Lease obligations, some
which continue through 2022, are measured at fairesusing a discounted cash flow approach encasimgasignificant unobservable inp
(Level 3). The estimation of future cash flows imd®s norcancelable contractual lease costs over the rentpierms of the leases, partii
offset by estimated future sublease rental incomfgch involves significant judgment. The Compangstimate of the amount and timing
sublease rental income considers subleases thattiemn executed and subleases expect to be exdeased on current commercial real e:
market data and conditions, and other qualitataetdrs specific to the facilities. The estimatedl Wwe subject to adjustment as ma
conditions change or as new information becomesadnle, including the execution of additional sidde agreements.

Lease and related costs, net also included $1dI®maf accelerated depreciation recorded durimg year ended December 31, 2013.
depreciation resulted from revising the useful divef the fixed assets at the facilities discusdeolva through their closure dates. Pric
revising the estimated useful lives, a recovergbdnalysis was performed for the facilitidted assets and no material impairment che
were recorded .

Severance and Other Employee Separation C— The Company implemented workforce reductions ireotd better align its human cap
resources with the evolving needs of students.tal @wf $6.9 million in severance and other emplogeparation costs, net of $1.4 millior
non-cash adjustments of shdr@sed compensation, were recorded in the year dddeember 31, 2013, of which approximately $6.1liom
was paid in 2013.

4. Term Loan and Revolving Credit Facility

On November 8, 2012, the Company entered into arfkAmended and Restated Revolving Credit and Teram Agreement (theAmende
Credit Facility”), providing for a $100.0 million revolving credit féity and $125.0 million term loan facility, withraoption, subject 1
obtaining additional loan commitments and the &atifon of certain conditions, to increase the caommants under the Credit Facility by ug
$50.0 million in the future. Each of the revolvipgrtions of the Amended Credit Facility, which indés 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 in the caseacii @ayment made during calendar years 2013 amd] 20625% of the aggregate origi
principal amount of the term loan facility), and,®32,500 in the case of each payment made durilegdar years 2015 and 2016, (1.25¢
the aggregate original principal amount of the tésam facility). The Amended Credit Facility is gaateed by the Comparsysubsidiary and
secured by substantially all of the personal priyp@nd assets of the Company and the guarantor.
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Borrowings under the Amended Credit Facility bereiest at LIBOR or a base rate plus a margin renfijom 2.00% to 2.50%, depending
the Companys leverage ratio. The Company is party to an isterate swap arrangement that fixes its interdst oa the entire term lo
facility at an effective rate ranging from 2.85%3@5%, depending on the Compasjéverage ratio. In addition, an unused commitnfies
ranging from 0.30% to 0.40%, depending on the Caomisaleverage ratio, accrues on unused amounts uhderetolving portion of tt
Amended Credit Facility. The Amended Credit Fagilibntains customary affirmative and negative caves, representations, warrant
events of default and remedies upon default, inoydcceleration and rights to foreclose on thdatedal securing the Amended Crt
Facility. In addition, the Amended Credit Faciligguires that the Company satisfy certain finantiaintenance 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 sofmot less than 1.!
The Company was in compliance with all the termthefAmended Credit Facility as of March 31, 2014.
As of March 31, 2014, the Company had $121.1 nmlbatstanding under the term loan facility and atabce outstanding under the revol
credit facility. During the three months ended Mm84, 2014, the Company paid cash interest of Billfbn, compared to $1.1 million duril
the three months ended March 31, 2013.

Debt and short-term borrowings consist of the feilmy as of March 31, 2014 (in thousands):

Term loan $ 121,09-
Revolving credit facility —
Total debt 121,09
Less: Current portion of long-term debt 3,90¢
Long-term debt $ 117,18t

Aggregate debt maturities as of March 31, 2014aartllows:

2014 $ 2,34¢
2015 6,25(
2016 112,50

$ 12100

Interest Rate Swa

The Company is party to an interest rate swap erotlistanding balance of the Compan@redit Facility in order to minimize the intereate
exposure on the balance of the term loan facithig (Swap”).The Swap effectively fixes the variable interes¢ ran the associated term loa
a rate ranging from 2.85% to 3.35%, depending enGbmpanys leverage ratio, rather than being subject totdiltions in the LIBOR rat
The term of the Swap effectively matches the tefithe underlying term loan facility. The Swap ha&eb designated as a cash flow hedge
has been deemed effective in accordance with thivdwes and Hedging Topic, ASC 815. The Compaxyeets the Swap to continue tc
deemed effective for the duration of the Swap. Tievalue of the Swap is included in Other asgethe Companys unaudited condens
consolidated balance sheets.
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5. Fair Value Measurement
Assets and liabilities measured at fair value oacarrring basis consist of the following as of Ma&1, 2014 (in thousands):

Fair Value Measurements at Reporting Date U
Quoted Prices in  Significant
Active Markets fo Other Significant
Identical Assets/  Observable  Unobservabli
March 31, Liabilities (Level Inputs (Level Inputs (Level

2014 1)
Assets:
Cash equivalent:
Money market fund $ 8,38: $ 8,38: $ — 3 —
Interest rate swap 16¢ — 16¢ —
Total assets at fair value on a recurring basis $ 8,55: $ 8,38: $ 16 $ =
Liabilities:
Other liabilities:
Deferred payments $ 2,11¢ $ — $ — $ 2,11¢
Total liabilities at fair value on a recurring basi $ 2,11¢ $ — $ — $ 2,11¢

Assets and liabilities measured at fair value oacarrring basis consist of the following as of Dmber 31, 2013 (in thousands):

Fair Value Measurements at Reporting Date U
Quoted Prices in  Significant

Active Markets fo Other Significant
Identical Assets/  Observable  Unobservabli
December Liabilities (Level Inputs Inputs (Level
31, 2013 1) (Level 2) 3)
Assets:
Cash equivalent:
Money market fund $ 8,382 $ 8,38 $ — $ —
Interest rate swap 45 — 45 —
Total assets at fair value on a recurring basis $ 8,427 $ 8,382 $ 45 $ =
Liabilities:
Other liabilities:
Deferred payments $ 2,11t $ — $ — $ 2,11¢
Total liabilities at fair value on a recurring basi $ 2,11t $ — $ — $ 2,11¢

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

- Money market funds — Classified in Level 1 is exxeash the Company holds in both taxable aneéxaxapt money market funds, :
are included in cash and cash equivalents in themapanying unaudited condensed consolidated bakimeets. The Company recc
any net unrealized gains and losses for changkdérivalue as a component of accumulated other cehgmsive income in stockholders
equity. Realized gains and losses from the salmarketable securities are based on the specifittifd@tion method. The Compary’
remaining cash and cash equivalents held at Deae&ihe2013 and March 31, 2014, approximate faiu@and is not disclosed in
above tables because of the s-term nature of the financial instrumer
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« Interest rate swap —Fhe Company has an interest rate swap with a ralt@mount of $121.1 million as of March 31, 2014ed t(
minimize the interest rate exposure and fix thaaide interest rate on a portion of the Companyariable rate debt. The swaj
classified within Level 2 and is valued using réaduvailable pricing sources which utilize markéservable inputs including the curr
variable interest rate for similar types of instents.

- Deferred payments —Fhe Company acquired certain assets and enteredaideferred payment arrangement with one of thers,
which are classified within Level 3 as there isligaid market for similarly priced instruments. &kdeferred payments are valued u
a discounted cash flow model that encompassedfis@mni unobservable inputs to estimate the opegatasults of the acquired ass
The assumptions used to prepare the discountedficash include estimates for interest rates, enmelit growth, retention rates ¢
pricing strategies. These assumptions are sulgedtange as the underlying data sources evolvéhangrogram mature

At March 31, 2014, the carrying value of the Compsaudebt was $121.1 million. All of the Compasydebt is variable interest rate debt a
classified within Level 2 because it is valued gsieadily available pricing sources which utilizanket observable inputs. The Company
determined the carrying amount approximates fdireza

The Company did not change its valuation technicqassociated with recurring fair value measuremé&ots prior periods, and no assett
liabilities were transferred between levels of filie value hierarchy during the three months enfdledich 31, 2013 or 2014. Assets measur
fair value on a nomecurring basis as of December 31, 2013 and Mat¢2814, include $6.8 million of goodwill and $1n€illion of othel
indefinite-lived intangible assets. Changes inftievalue of the Compang’Level 3 liability during the three months endedrbh 31, 2014 a
as follows (in thousands):

Deferred

Paxments
Balance at December 31, 20 $ 2,11¢
Amounts earne (115)
Adjustments to fair valu 11€
Transfers in or out of Level 3 —
Balance at March 31, 2014 $ 2,11¢

6. Stock Options, Restricted Stock and Restricted StadUnits

In April 2011, the Company’s stockholders approtiesl Strayer Education, Inc. 2011 Equity Compensafitan (the “Plan”)which replace
the Company’s 1996 equity compensation plan (tl961Plan")and made 300,000 new shares available for issumeguity compensatic
In addition, shares previously available for issteannder the 1996 Plan were effectively carriedr evel are available for issuance unde
Plan, for a total of approximately 350,000 shatest twvere made available for issuance as equity easgiion under the Plan. The F
provides for the granting of restricted stock, niestd stock units, stock options intended to dyadis incentive stock options, options tha
not qualify as incentive stock options, and othamfs of equity compensation and performabased awards to employees, officers
directors of the Company, or to a consultant orisaivto the Company, at the discretion of the BazrDirectors. Vesting provisions are at
discretion of the Board of Directors. Options ma&ydvanted at option prices based at or above thenfaket value of the shares at the da
grant. The maximum term of the awards granted utidePlan is ten years.

In February 2014, the CompasyBoard of Directors approved grants of 46,064 eshaf restricted stock to certain individuals. Thehare:
which vest 100% in February 2018, were grantedyantsto the Plan. The Companystock price closed at $33.65 on the date of
restricted stock grants.

Dividends paid on unvested restricted stock amalarsed to the Company if the recipient forfeits i her shares as a result of terminatic
employment prior to vesting in the award, unless/a by the Board of Directors.
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Restricted Stock and Restricted Stock L

The table below sets forth the restricted stockrastticted stock units activity for the three mtenénded March 31, 2014:

Number Weighted-
of shares average grar
or units price
Balance, December 31, 20 487,77 % 131.5:
Grants 46,06¢ $ 33.6¢
Vested share (46,969 $ 182.2:
Forfeitures (227 $ 132.2:
Balance, March 31, 2014 486,64 $ 124.6¢

Stock Options

The table below sets forth the stock option agtifdr the three months ended March 31, 2014 andrattock option information at March
2014:

Weighted-
average Aggregate
Weighted- remaining intrinsic
Number of average contractual value®
shares exercise pric life (years)  (in thousands
Balance, December 31, 20 100,00 $ 51.9¢ 7C $ —
Grants — —
Exercises — —
Forfeitures/Expirations — —
Balance, March 31, 2014 100,000 $ 51.9¢ 6.6 $ =
Exercisable, March 31, 20: — 3 — — $ —

(M The aggregate intrinsic value in the table aboypeesents the total pre-tax intrinsic value (thdedénce between the Compasiclosing
stock price on the respective trading day and Kezogse price, multiplied by the number of in-ttm@ney options) that would have b
received by the option holder all options been esed on the respective trading day. The amouiritdhsic value will change based
the fair market value of the Compé¢s common stock

Valuation and Expense Information under Stock Carsaigon Topic ASC 718

At March 31, 2014, total stodkased compensation cost which has not yet beemgnmizeml was $33.3 million for unvested restricteack;
restricted stock units, and stock option awardss Thst is expected to be recognized over the 5@xionths on a weighteslserage basi
Awards of approximately 351,000 shares of restlict®ck and restricted stock units are subjecteidopmance conditions. The accrual
stock-based compensation for performance awarbiased on the Comparsyestimates that such performance criteria aregtebof bein
achieved. Such a determination involves signifigadigment surrounding the Compasyability to maintain regulatory compliance. If
performance targets are not reached during théngegeériod, or it is determined it is more likelyan not that the performance criteria will
be achieved, related compensation expense is adjust

The following table sets forth the amount of stheased compensation expense recorded in each exlemse line items (in thousands):

For the three months
ended March 31

2013 2014
Instruction and educational supp $ 1,097 $ 434
Marketing — —
Admissions advisor — —
General and administration 1,152 1,52
Stoclk-based compensation expense included in operatipense 2,25( 1,961
Tax benefit 89t 781
Stock-based compensation expense, net of income tax $ 1,358 $ 1,18(
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During the three months ended March 31, 2013 aidd 2the Company recognized a tax shortfall rel&desharebased payment arrangeme
of $3.3 million and $1.6 million, respectively. Ntock options were exercised during the three nwaiided March 31, 2013 or 2014.

7. Other Long-Term Liabilities

Other long-term liabilities consist of the follovgras of December 31, 2013 and March 31, 2014 ¢ndands):

2013 2014

Loss on facilities not in us $ 34,33¢$ 30,67(
Deferred rent and other facility co: 8,25¢ 8,92t
Deferred payments related to acquisit 4,91¢ 4,91¢
Deferred revenue, net of current port 1,897 4,30¢
Lease incentive 1,35: 1,24t
Deferred gain on sale of campus building 694 624

$ 51,45¢ $ 50,68!

Loss on Facilities Not in Use and Deferred Rent étler Facility Costt

The Company records lease costs of campuses andangous facilities that are not currently in usee (S®te 3). For facilities still in use, 1
Company records rent expense on a straight-linis lo&sr the initial term of a lease. The differelbedween the rent payment and the straigt
line rent expense is recorded as a liability .

Deferred payments related to acquisit

The Company acquired certain assets and enteredd@ferred payment arrangements with one of tHerselln addition, one of the sell
contributed $2.8 million to the Company represemtime seller’s continuing interest in the assetpiaed.

Deferred Revenu

The Company offers certain scholarship and awardgrams to students who earn the awards while tegessfully complete cou
requirements. The Company also has licensed oedfaits non-credit bearing course content to adtlgarty. The londerm liability for
deferred revenue represents the estimated valtteesé awards and license revenue which the Compegmscts will be satisfied beyond «
year.

Lease Incentive

In conjunction with the opening of new campuses,@ompany, in some instances, was reimbursed bgdkers for improvements made to
leased properties. In accordance with ASC 8@0-+these improvements were capitalized as leageingbrovements and a liability w
established for the reimbursements. The leasehgidovements and the liability are amortized onraigitdine basis over the correspond
lease terms, which generally range from five to/éérs.

Deferred Gain on Sale of Campus Build

In June 2007, the Company sold one of its campildibgs for $5.8 million. The Company is leasingckanost of the campus building ove
10-year period. In conjunction with this sale and é&sck transaction, the Company realized a gai$i2d8 million before tax, which
deferred and recognized over the 10-year lease term

8. Income Taxes

The Income Taxes Topic, ASC 740 (“ASC 740@quires the Company to determine whether uncetgirpositions should be recogni
within the Companys financial statements. The amount of unrecogniagdbenefits and liabilities at March 31, 2014 rismaterial. Th
Company recognizes interest and penalties relataghtertain tax positions in income tax expense.ofAdlarch 31, 2014, the amount
accrued interest related to uncertain tax positiwas immaterial. The tax years 2012 and 2013 rewaém for Federal tax examination, anc
tax years 2009-2012 remain open to examinatioméystate and local taxing jurisdictions in which thompany is subject.

The Company had $0.5 million of unrecognized tamdfiégs at March 31, 2014, all of which resultednfréax positions taken during the y

ended December 31, 2013. A liability for uncerttir positions of $1.9 million as of March 31, 203450 for tax positions taken during
year ended December 31, 2013, is included in incaixes payable in the unaudited condensed consatidelance shee.
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9. Litigation

From time to time, the Company is involved in létgn and other legal proceedings arising out efdidinary course of its business. There
no pending material legal proceedings to whichGbenpany is subject or to which the Company’s prgpersubject.

10. Regulation

The Department of Education previously attempteddfine ‘an eligible program of training to prepare studdotsgainful employment in
recognized occupation.” After a federal court indaled the Departmestregulation (except for the disclosure requirersierihe Departme
established a negotiated rulemaking committee #nagonsider the issue of gainful employment, applointed Strayer University’Generz
Counsel to serve on the Committee. The Commitige@at achieve the required consensus.

On March 25, 2014, the Department issued a Notic®roposed Rulemaking for public comment. Under titoposed rule, a gain
employment program would pass the metrics if:

« The estimated annual loan payment of graduates mimesxceed 20 percent of their discretionary @asior 8 percent of their to
earnings; ani

« The program cohort default rate for former studemi®lled in the program does not exceed 30 percent

The proposal would also establish a “zof@” gainful employment programs that have a disgnetry income rate between 20 percent an
percent, or an annual earnings rate between 8 mteacel 12 percent. A gainful employment programuldcoecome ineligible for Title |
funding if it fails the debt-to-earnings rates measfor two out of three consecutive years, or d@®mbination of debt-tearnings rates tt
are in the zone or failing for four consecutive rngeaAdditionally, a gainful employment programftiias a program cohort default rate o
percent or greater for three consecutive fiscaty/®auld become ineligible. Institutions would alse required to disclose to students
prospective students certain information about fghiemployment programs and to report to the Depart certain data relating to gair
employment programs. At this time, the Companyniahle to determine what impact, if any, a finakrulill have on its financial condition
results of operations .
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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 first quarter of 2014, we generated $116illiam in revenue, a decrease of 15% compared ¢osdime period in 2013. Income fr
operations was $25.9 million for the first quartér2014, a decrease of 13% compared to the samedpier 2013. Net income was $1
million in the first quarter of 2014, a decreas€eld$ compared to the same period in 2013. Diludiegs per share was $1.40 for the
quarter of 2014 compared to $1.59 for the sameg@ani 2013, a decrease of 12%.

Key enrollment trends by quarter were as follows:

Enroliment
% Change vs Prior Year

&

Lh

Wint=r'12 Sprin='12  Sommer'I2  Fall'l2 Winter'13  Spons'13  Sommer']3  Fall'l3 Winter'14

—ir— Nz Fnmllmant —8—Tokl Enrollment
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Although we do not know for sure why our enrolimémeinds and that of the proprietary higher educasiector generally have been nega
we believe that sustained levels of high unemplayintine resulting lower confidence in job prospectsmpetition, and the high cost ¢
college education are all contributing factors. T&86 decline in our new students in 2013 will haveadverse impact on 2014 enrolin
since there will be fewer students from 2013 caritig their education in 2014. We believe it wikeéaseveral quarters of new student grow
order to achieve overall enrollment growth.

We cannot predict future enroliments or whether sawdent enrollment will decline further, stabiliaeincrease in response to the econon
other factors. However, we have introduced a nundfeinitiatives in response to these declining #ment trends. Recognizing tl
affordability is an important factor in a prospeetistudens decision to seek a college degree, we reducedraiargraduate tuition for n
students by 20% beginning in our 2014 winter acadeéemm. As an extra incentive to encourage outestis to continue their studies thro
to graduation, we introduced our Graduation Funthid-2013. Under this program, qualifying students ree&ine free course for every th
courses taken. The free courses earned are rediecimaine’s final academic year.

In 2013, we undertook some restructuring initiagiv@cluding the closing of approximately 20 phgsilocations. The revenue impact of tr
initiatives is not known since the University is kitay online classes available to these studentsaidder, we estimate these actions will sav
approximately $50 million in expenses per year begig in 2014. This figure is based upon variousiagtions about our ability to suble
or otherwise mitigate lease costs, which may batgreor less than expected. A description of factbat may affect the contract lease ¢
included in the expected savings is set forth ineN® of the unaudited condensed consolidated finhrstatements under the cap!
“Restructuring and Related ChargesVe believe these measures and others that are detbéd our strategic priorities will allow us
continue to deliver high quality, affordable eduigatwhich should result in growth for the Univeysiver the long-term .

Three Months Ended March 31, 2014 Compared to Thre®onths Ended March 31, 2013

Enrollment.Enrollment at Strayer University for the 2014 wintterm, which began January 6, 2014 and ended M&tcB014, decreased 1
to 41,098 students compared to 47,926 studentshéisame term in 2013. New student enrollmentsedsed 2% and continuing stuc
enrollments decreased 17%.

Revenue. Revenues decreased 15% to $116.5 million initise quarter of 2014 from $137.5 million in thestiquarter of 2013, principa
due to lower average enrollment. In late 2013, mieduced a new pricing structure for new undergasel students which could significar
reduce their cost of tuition. A shift in enrolimetotvard students eligible for the lower tuition Mriésult in lower revenue per student in
future.

Instruction and educational support expendnstruction and educational support expenses deededl4.3 million, or 19%, to $59.1 millior
the first quarter of 2014 from $73.4 million in tliest quarter of 2013, primarily due to lower pemgel and facility costs following t
restructuring in the fourth quarter of 2013. Instion and educational support expenses as a pagmof revenues decreased to 50.8% i
first quarter of 2014 from 53.4% in the first quarof 2013.

Marketing expenseMarketing expenses decreased by $1.4 million, ort89%%16.3 million in the first quarter of 2014 find$17.7 million in th
first quarter of 2013. Marketing expenses as agrgage of revenues increased to 14.0% in thediratter of 2014, from 12.9% in the f
quarter of 2013, due to these expenses decliningater rate than tuition revenues.

Admissions advisory expensAdmissions advisory expenses decreased by $1.8milbr 23%, to $4.1 million in the first quartef 2014
from $5.4 million in the first quarter of 2013, prarily as a result of lower personnel costs frommbstructuring in the fourth quarter of 2(
Admissions advisory expenses as a percentage efueg decreased slightly to 3.5% in the first gquart 2014 from 3.9% in the first quartel
2013.

General and administration expens€&eneral and administration expenses decreasedr#lidn, or 1%, to $11.0 million in the first quart of
2014 from $11.1 million in the first quarter of ZDprimarily due to lower personnel and facility tofollowing the restructuring in the fou
quarter of 2013 offset by other corporate expenSesieral and administration expenses as a perapfagvenues increased to 9.5% in
first quarter of 2014 from 8.1% in the first quarté 2013 .

Income from operationincome from operations decreased $4.0 million,3%1to $25.9 million in the first quarter of 20Xérm $29.9 millio
in the first quarter of 2013, due to the aforemamad factors.

Interest expensdnterest expense increased slightly to $1.4 miliimtthe first quarter of 2014 compared to $1.3 ianillin the first quarter
2013.
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Provision for income taxelncome tax expense decreased $1.6 million, or 2d%9.8 million in the first quarter of 2014 from %4 million ir
the first quarter of 2013, primarily due to the e in income before taxes attributable to thtofa discussed above. Our effective tax
was 39.8% in the first quarter of 2014 and 2013.

Net incomeNet income decreased $2.4 million, or 14%, to $1dilion in the first quarter of 2014 from $17.2lka@n in the first quarter ¢
2013 due to the factors discussed above.

Liquidity and Capital Resources

At March 31, 2014, we had cash and cash equivat#r$d26.2 million compared to $94.8 million at Retber 31, 2013 and $50.8 millior
March 31, 2013. At March 31, 2014, most of our esceash was invested in bank overnight depositsrammy market funds.

We are party to a revolving credit and term loareament which is secured by our assets and profides $100.0 million revolving crec
facility and $125.0 million term loan facility, wtth was amended in November 2012 and has a matlats of December 31, 2016. ~
amended credit facility is used for general corpoaurposes including share repurchases. The amenddit facility is guaranteed by 1
University and is secured by substantially allh#f personal property and assets of the Compantharmgluarantor.

The term loan portion of the amended credit facitiéquires quarterly principal payments of $781,2&@inning in March 2013 throu
December 2014, and $1,562,500 beginning in Mardb28ny remaining principal is payable in full ore@mber 31, 2016. Borrowings b
interest at LIBOR or a base rate plus a marginirgnfrom 2.00% to 2.50%, depending on our levenag®. For the term loan facility, we
party to an interest rate swap arrangement thasftke interest rate on the entire term loan fgali an effective rate ranging from 2.85%
3.35%, depending on the Companijeverage ratio. An unused commitment fee ranfyimg 0.30% to 0.40%, depending on our leverag®,
accrues on unused amounts under the revolvingopoofi the amended credit facility. During the thneenths ended March 31, 2013 and 2
we paid cash interest of $1.1 million and $1.2 ionil] respectively. At March 31, 2014, we had $12tillion outstanding under the term Ic
and no balance outstanding under the revolvingitcfadility. We are obligated to repay $3.9 millimf the term loan over the next fi
calendar quarters.

The amended credit facility contains customary cavds, representations, warranties, events of Hefad remedies upon default. In addit
we must satisfy certain financial maintenance camés) including a total leverage ratio, a covenagi® and a U.S. Department of Educa
financial responsibility composite score. We weredmpliance with all applicable covenants reldatethe amended credit facility as of Ma
31, 2014.

For the three months ended March 31, 2014, we gete$33.2 million net cash from operating acegtcompared to $31.4 million for
same period in 2013. Our net cash from operatitigites increased in the three months ended M&ichH2014 compared to the same peric
2013, even though our net income was lower, lardely to less cash used to service working capitehg the quarter. Capital expenditt
were $1.0 million for the three months ended Ma&th2014 compared to $2.4 million for the samequkin 2013. We do not plan to open
new campuses during 2014.

We had $70.0 million of share repurchase authadeaemaining at March 31, 2014. No shares wepanehased in the first quarter of 2C
We did not pay a regular quarterly dividend in 2@h8 do not intend to pay one in 2014.

In the first quarter of 2014, bad debt expense psreentage of revenues was 4.3% compared to 00%éd same period in 2013. Days s
outstanding was 14 days at the end of the firsttquaf 2014 compared to 15 days at the end ofitkiequarter of 2013.

We have available $100 million under our revolviorgdit facility. We believe that existing cash azakh equivalents, cash generated
operating activities, and if necessary, cash boetbunder the revolving credit facility, will be §iafent to meet our requirements for at leas
next 12 months. Currently, we maintain our casmastly FDICinsured bank accounts. Excess cash is investedireynmarket funds, whi
is included in cash and cash equivalents at Maict?2813 and 2014. Interest income was negligiblénduhe three months ended March
2014 and we did not earn interest income in theetimonths ended March 31, 2013.
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The table below sets forth our contractual commitime@ssociated with operating leases and the rexpbredit and term loan facilities as
March 31, 2014. Although they have been paid inphst, dividends are not a contractual commitmadi therefore, have been excluded f
this table.

Payments due by period (in thousar

Within 1 2-3 4-5 After 5

Total Year Years Years Years
Operating lease $ 206,76 42,10( 71,68 50,43 42 ,54¢
Term loan 121,09: 3,90¢ 117,18t — —
Total $ 327,85t 46,00¢ 188,87 50,43¢ 42 ,54¢

ITEM 3: QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

We are subject to the impact of interest rate charmmd may be subject to changes in the marke¢valuour future investments. We invest
excess cash in bank overnight deposits, money mankds and marketable securities. We have not deedative financial instruments in ¢
investment portfolio. Earnings from investmentsbemk overnight deposits, money market mutual fuathel marketable securities may
adversely affected in the future should interesgaecline, although such a decline may reducentbeest rate payable on any borrowing
us under our revolving credit facility. Our futuirevestment income may fall short of expectatione tluchanges in interest rates or we
suffer losses in principal if forced to sell seties that have declined in market value due to gharnn interest rates. As of March 31, 201
1% increase or decrease in interest rates wouldhawve a material impact on our future earnings, Yalues, or cash flows related
investments in cash equivalents or interest-eammatketable securities.

Changing interest rates could also have a negatipact on the amount of interest expense we indle.are party to a revolving credit ¢
term loan agreement providing for a $100 millionaleing credit facility and a $125 million term lodacility. Borrowings under the $1
million revolving credit facility bear interest &tBOR or a base rate plus a margin ranging fron0%2@o 2.50%, depending on our levetr
ratio. We also are party to an interest rate swegngement for the $125 million term loan facilihat fixes our interest rate on the term |
facility at an effective rate ranging from 2.85% 3®35%, depending on our leverage ratio, for theatilon of the term loan. Although
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 tireterest rate swap arrangement. For every 106 lpasints increase in LIBOR, we would in
an incremental $1.0 million in interest expense ymar assuming the entire $100 million revolvingdit facility were utilized, but such
increase in LIBOR would not materially affect thelwe of our 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 Mar¢l2@14. Based upon such review, the Chief Exec@iffecer and Chie
Financial Officer have concluded that the Compaay in place, as of March 31, 2014, effective cdstand procedures designed to en
that information required to be disclosed by thenpany (including consolidated subsidiaries) in tlygorts it files or submits under
Securities Exchange Act of 1934, as amended, amdulles thereunder, is recorded, processed, sumgdaaind reported within the til
periods specified in the Commissientules and forms. Disclosure controls and proceslinclude, without limitation, controls &
procedures designed to ensure that informationinedjio be disclosed by an issuer in reports ésfibr submits under the Securi
Exchange Act is accumulated and communicated tcCtirapanys management, including its principal executivaceff or officers an
principal financial officer or officers, or persopsrforming similar functions, as appropriate ttowltimely decisions regarding requil
disclosure

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

during the quarter ended March 31, 2014 that haatenally affected, or are reasonably likely to enatlly affect, the Compang’interna
control over financial reporting
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PART Il — OTHER INFORMATION
ltem 1. Legal Proceedings

From time to time, we are involved in litigationdaother legal proceedings arising out of the ongir@urse of our business. There art
pending material legal proceedings to which wesaigect or to which our property is subject.

ltem 1A. Risk Factors

You should carefully consider the factors discusseBart I, “ltem 1A. Risk Factors” in our AnnuakRort on Form 10k for the year ende
December 31, 2013, which could materially affeat business. There have been no material changés tisk factors previously describec
Part I, Item 1A included in the Company’s AnnuapBg on Form 1K for the year ended December 31, 2013 exceptibatave updated tv
risk factors relating to the Department of Eduadsogainful employment Notice of Proposed Rulemakiftgpse risks are incorporated he
by this reference. The risks described in our AshiriReport on Form 18- are not the only risks facing our Company. Addil risks an
uncertainties not currently known to us or thatouerently deem to be immaterial also may materiatlyersely affect our business.

The following risk factors update and supersederifiefactors with the same captions in our AnrniRaport on Form 1 for the year ende
December 31, 2013.

Regulatory changes by the Department of Educatioaynhave a material adverse effect on our busine

The Department of Education issued on October P802final rules that address program integrityuéss for possecondary educati
institutions participating in Title IV programs, toof which took effect on July 1, 2011. On June 2311, the Department of Educal
published final regulations on the metrics to deiae whether an academic program prepares a stémlegainful employment, although 1
gainful employment metrics subsequently were imks#d by a federal court. The Department of Edoicgtublished a Notice of Propos
Rulemaking on March 25, 2014, as described in tRaslke Factors under the caption “Our failure to pbnwith the Department of Educatian’
proposed gainful employment regulations could teisuheightened disclosure requirements and losEtt IV eligibility.” Although there i
still uncertainty about the substance and timingmof final regulations related to the measures,ptiamce with the rules could affect how
conduct our business, and insufficient time or latksufficient guidance for compliance could havmaterial adverse effect on our busin
Uncertainty surrounding the rules and interpretivédance by the Department of Education may coatifan some period of time and n
adversely affect our business.

Our failure to comply with the Department of Edudat’s proposed gainful employment regulations could uksn heightened disclosul
requirements and loss of Title IV eligibility

To be eligible for Title IV funding, academic pragns offered by proprietary institutions of highdueation must prepare students for ga
employment in a recognized occupation. After thevimusly adopted gainful employment regulationsenewvalidated by a federal court,
Department of Education convened a negotiated raltérg to propose new regulations related to gaiefuployment -which negotiations d
not yield the required consensus. The Departmenei$ a Notice of Proposed Rulemaking on March @%4 Zor public comment. Under 1
proposed rule, a gainful employment program wowlslspthe measures if:

« The estimated annual loan payment of graduates mimesxceed 20 percent of their discretionary @asior 8 percent of their to
earnings; ani

« The program cohort default rate for former studemi®lled in the program does not exceed 30 percent

21




The proposal would also establish a “zofa” gainful employment programs that have a disenetry income rate greater than 20 percen
less than or equal to 30 percent, or an annualrggmate greater than 8 percent and less thangual ¢o 12 percent. A gainful employm
program would become ineligible for Title IV fundjiif it fails the debt-tcearnings rates measure for two out of three corisecyears, or h:
a combination of debt-tearnings rates that are in the zone or failingféor consecutive years. Additionally, a gainfulayment prograi
that has a program cohort default rate of 30 peéroegreater for three consecutive fiscal yearslditecome ineligible. Institutions would a
be required to certify that all gainful employmeptograms meet applicable accreditation requiremeass well as state licensi
standards. Institutions would also be requirediiszlose to students and prospective studentsianfmrmation about gainful employme
programs and to report to the Department certaia @dating to gainful employment programs.

At this point, it is unknown what form any finalg@lation might take in relation to gainful employmend therefore the Company does
have adequate guidance or data to determine deédiyitthe full financial or operational impact, #ny, of potential new regulations go
forward. Any gainful employment regulation may salogially increase our administrative burdens aadld affect our student enrollme
persistence and retention. Further, although tbpgsed regulations provide opportunities for atituntion to correct any potential deficienc
in a program prior to the loss of Title IV eligiityl, the continuing eligibility of our academic grams may be affected by factors bey
management’s control such as changes in our grasliuatome levels, changes in student borrowing levetseases in interest rates, chai
in the percentage of former students who are ctiimethe repayment of their student loans, andoeeriother factors. Even if we were abl
correct any deficiency in the proposed gainful esypient measures in a timely manner, the disclomgeirements expected to be assoc
with a programs failure to meet the measures may adversely agfadent enrollments in that program and may adWeeffect the reputatic
of our institution. The University must still conypWith certain gainful employment disclosure requients, as originally promulgated .
upheld by the District Court. Failure to comply vihose requirements could result in sanctionstteerdiability, which could have a matel
adverse effect on our business. .

ltem 2.  Unregistered Sales of Equity Securities and Use Bfoceeds

During the three months ended March 31, 2014, wiendit repurchase any shares of common stock unglerepurchase program. 1
remaining authorization for our common stock repases was $70.0 million at March 31, 2014 for hseugh December 31, 2014.

Item 3.  Defaults Upon Senior Securitie:
None

ltem 4.  Mine Safety Disclosures

Not applicable

Item 5.  Other Information

None

Item 6.  Exhibits

The exhibits required to be filed as part of thisa@erly Report on Form 1Q- are listed in the Exhibit Index attached heretd are
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 Financial Off
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Exhibit Index

Exhibit Description

10.1t Amended and Restated Employment Agreement, dateaf Aril 24, 2014, between Strayer Education, laod Robert ¢
Silberman (incorporated by reference to Exhibitl16f the Company’s Current Report on Form 8-K (ie. 00021039) filec
with the Commission on April 24, 201

10.2t Amended and Restated Employment Agreement, datefiAysril 24, 2014, between Strayer Education, kwed Karl McDonne
(incorporated by reference to Exhibit 10.2 of thempany’s Current Report on Form 8-K (File No. (I®B39) filed with th
Commission on April 24, 2014

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

31.2 Certification of Chief Financial Officer pursuant Rule 13-14(a) of the Securities Ac

32.1 Certification of Chief Executive Officer pursuant18 U.S.C. Section 1350, as adopted pursuantdtoBe906 of the Sarbanes-
Oxley Act of 2002

32.2 Certification of Chief Financial Officer pursuamt 18 U.S.C. Section 1350, as adopted pursuantdto8e906 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 Documer

101. PRE XBRL Presentation Linkbase Docum

t Denotes management contract or compensatioroplarrangement.
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Exhibit 31.1

CERTIFICATIONS

I, Karl McDonnell, certify that:

1.

2.

| have reviewed this quarterly report on Forn-Q of Strayer Education, Inc

Based on my knowledge, this report does not corajnuntrue statement of a material fact or omgtade a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, négauisg with respect to t
period covered by this repo

Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrarg’ other certifying officer and | are responsible éstablishing and maintaining disclosure conteig procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act Rt
13e-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pnegzh

(b) Designed such internal control over financial réipgr or caused such internal control over finahoigorting to be design
under our supervision, to provide reasonable amssaraiegarding the reliability of financial repodgirand the preparation
financial statements for external purposes in ataace with generally accepted accounting princij

(c) Evaluated the effectiveness of the regidts disclosure controls and procedures and pres@mtbis report our conclusions ab
the effectiveness of the disclosure controls armtguiures, as of the end of the period covered lsyréport based on sL
evaluation; an

(d) Disclosed in this report any change inrbgistrant’s internal control over financial refiog that occurred during the registrant’
most recent fiscal quarter (the registrarfoburth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrand’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @brawer financie
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theveden!
functions):

(a) All significant deficiencies and material weaknessethe design or operation of internal contradrofinancial reporting which a
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, thatdlves management or other employees who havgnifisant role in the registrarst’
internal control over financial reportin

Date: May 9, 2014

/s/ Karl McDonnell

Karl McDonnell
Chief Executive Office




Exhibit 31.2

CERTIFICATIONS

I, Mark C. Brown, certify that:

1.

2.

| have reviewed this quarterly report on Forn-Q of Strayer Education, Inc

Based on my knowledge, this report does not corajnuntrue statement of a material fact or omgtade a material fact necessar
make the statements made, in light of the circuntgts under which such statements were made, négauisg with respect to t
period covered by this repo

Based on my knowledge, the financial statementd,aher financial information included in this repdairly present in all materi
respects the financial condition, results of operstand cash flows of the registrant as of, amdtfe periods presented in this rep

The registrarg’ other certifying officer and | are responsible éstablishing and maintaining disclosure conteig procedures (
defined in Exchange Act Rules 13a-15(e) and 15¢)) and internal control over financial repagtifas defined in Exchange Act Rt
13e-15(f) and 15-15(f)) for the registrant and hav

(a) Designed such disclosure controls and proceduresawsed such disclosure controls and procedurée tdesigned under ¢
supervision, to ensure that material informatidatheg to the registrant, including its consolidhtubsidiaries, is made knowr
us by others within those entities, particularlyidg the period in which this report is being pnegzh

(b) Designed such internal control over financial réipgr or caused such internal control over finahoigorting to be design
under our supervision, to provide reasonable amssaraiegarding the reliability of financial repodgirand the preparation
financial statements for external purposes in ataace with generally accepted accounting princij

(c) Evaluated the effectiveness of the regidts disclosure controls and procedures and pres@mtbis report our conclusions ab
the effectiveness of the disclosure controls armtguiures, as of the end of the period covered lsyréport based on sL
evaluation; an

(d) Disclosed in this report any change inrbgistrant’s internal control over financial refiog that occurred during the registrant’
most recent fiscal quarter (the registrarfoburth fiscal quarter in the case of an annupbrg that has materially affected, o
reasonably likely to materially affect, the regast’s internal control over financial reporting; &

The registrand’ other certifying officer and | have disclosedsdxh on our most recent evaluation of internal @brawer financie
reporting, to the registrant’s auditors and theitacmmmittee of the registrastboard of directors (or persons performing theveden!
functions):

(a) All significant deficiencies and material weaknessethe design or operation of internal contradrofinancial reporting which a
reasonably likely to adversely affect the regig’s ability to record, process, summarize and refpmahcial information; an

(b) Any fraud, whether or not material, thatdlves management or other employees who havgnifisant role in the registrarst’
internal control over financial reportin

Date: May 9, 2014

/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 PURSUANTIO SECTION 906 OF THE
SARBANES — OXLEY ACT OF 2002

In connection with the Quarterly Report of Strafelucation, Inc. (the “Company”) on Form T®for the period ended March 31, 2014 as
with the Securities and Exchange Commission ord#ie hereof (the “Report”), Karl McDonnell, Chief Executive Officer of theo@pany
certify, pursuant to 18 U.S.C. 81350, as adoptedyant to §906 of the Sarbanes-Oxley Act of 20i0&; t

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

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

/s/ Karl McDonnell

Karl McDonnell
Chief Executive Office

May 9, 2014



Exhibit 32.2

CERTIFICATION PURSUANT TO RULE 13a - 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 Strafelucation, Inc. (the “Company”) on Form T®for the period ended March 31, 2014 as
with the Securities and Exchange Commission onddie hereof (the “Report”), 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 faphgsents, 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

May 9, 2014



