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Executive Summary

Welcome to the 2006 report Benchmarking Study
conducted by the Career School Division of
SalmonBeach & Associates, PLLC.

SalmonBeach’s newest benchmarking study tracks the financial performance of
career schools around the country. The report is an average of other institutions.
It is a measure of how your institution compares to the industry average. The
study provides you with insights into the relative efficiency and financial
performance of schools — information which is vital for those looking to expand
and sustain growth.

Methodology

Benchmarking is a process that allows a company to measure the efficiency and
effectiveness of each of its activities and operations and put in place a set of best
practices designed to move the institution toward improved performance and
profits.

The SalmonBeach & Associates 2006 study has accumulated valuable financial
benchmarking ratio charts for three key areas: profit margin, return on
investment, and liquidity.

The survey was conducted between 2005 and 2006.
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Terminology

Current Ratio

The current ratio is an indication of an institution’s ability to meet short-term debt
obligations and the overall liquidity position of an institution. The higher the ratio,
the more liquid the institution is. If the current assets of an institution are more
than twice the current liabilities, then that institution is generally considered to
have good short-term financial strength.

Quick Ratio

The quick ratio, also known as the acid-test ratio, is a measure of the institution's
liquidity and ability to meet its obligations. The quick ratio is viewed as a sign of
an institution’s financial strength or weakness. The higher that ratio is, the
stronger the institution is said to be.

Gross Profit Margin

The gross profit margin is what remains from tuition and other revenue after
the refunds and cost of education is paid. Cost of education is defined as
gross profit margin is expressed as a percentage.

Net Profit Margin

Net profit margin is an indication of how effective an institution is at cost control.
The higher the net profit margin, the more effective the institution is at converting
revenues into profit. The net profit margin is a good way of comparing companies
in the same industry, since such companies are generally subject to similar
business conditions.

Accounts Receivable Days

Accounts receivable days reflect the average length of time between tuition
earned and payment receipts. Generally, a low accounts receivable day’s
statistic indicates that the institution is efficient in collecting money from
students and processing financial aid.

Accounts Payable Days

Accounts payable days reflect the average length of time from a debt incurred
until the vendor is paid. The lower number reflects that an institution pays its
debts quicker than an institution with a higher number of accounts payable days.
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Terminology (continued)

Debt-to-Equity Ratio

The debt-to-equity ratio indicates the composition of total capitalization — the
balance between money or assets owed verses the money or assets owned.
Generally, creditors prefer a lower ratio to decrease financial risk while investors
prefer a higher ratio to realize the return benefits of financial leverage.

Return on Equity

Return on equity reveals how much profit is earned in comparison to the total
amount of shareholder equity found on the balance sheet. A business that has
a high return on equity is more likely to be one that is capable of generating
cash internally. For the most part, the higher an institution’s return on equity
compared to its industry, the better.

Return on Assets

Return on assets tells an investor how much profit is generated for each dollar
of assets. The lower the profit per dollar of assets, the more asset-intensive a
business is which in return means that more money must be reinvested into the
business in order to continue generating earnings.

Profit Growth or Decline

Profit Growth is the amount by which an institution increases or decreases its
profit from one period to the next. This statistic is expressed as a percentage. A
negative profit growth, or a profit decline, relates to the fact that the institution
generated less profit than the previous period.

Sales Growth or Decline

Sales Growth is the amount by which an institution increases or decreases its
tuition from one period to the next. This statistic is expressed in a percentage. A
negative tuition growth, or a tuition decline, relates to the fact that the institution
generated less tuition than the previous period.

Educational Expenses

Educational Expenses include student supplies such as books, tools, kits,
uniforms and could include direct teachers compensation.
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Financial Metric

Current Ratio

Quick Ratio

Gross Profit Margin

Net Profit Margin
Accounts Receivable Days
Accounts Payable Days
Debt-to-Equity Ratio
Return on Equity

Return on Assets

Profit Growth <Decline>

Sales Growth <Decline>

Career and Cosmetology Schools
Industry Averages

Under $1M 1to $10M
3.04 2.07
2.00 1.69

83.10% 69.02%
5.85% 5.78%
59.18 50.37
61.52 28.12

1.77 1.51
Not Available 14.57%

10.40% 1.92%
3.17% <16.40%>
7.81% 5.14%
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Publicly Traded Career Colleges and Schools
Industry Averages

Financial Metric APOL CECO CcCOCO LINC

Apollo Career Corinthian Lincoln
Group, Inc.  Education Corp.  Colleges, Inc.  Education Corp.

FY 2005 FY 2005 FY 2005 FY 2005
Current Ratio 1.61 1.77 1.65 1.15
Quick Ratio 1.1 1.2 1.1 1.01
Gross Profit Margin 58.44% 69.10% 44.43% 59.39%
Net Profit Margin 31.66% 18.14% 9.77% 10.86%
Accounts Receivable Days 32.69 14.61 20.85 17.57
Accounts Payable Days 15.65 16.62 20.56 38.07
Debt-to-Equity Ratio 0.84 0.45 0.64 0.58
Return on Equity 62.92% 22.57% 14.22% 13.76%
Return on Assets 34.13% 15.53% 8.66% 8.71%
Profit Growth <Decline> 62.67% 26.58% <25.64%> 29.62%
Sales Growth <Decline> 25.19% 17.70% 21.11% 14.54%
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Publicly Traded Career Colleges and Schools

Industry Averages

Financial Metric DV
Devry, Inc.
FY 2006
Current Ratio 1.08
Quick Ratio 1.2
Gross Profit Margin 46.33%
Net Profit Margin 6.82%
Accounts Receivable Days 20.16
Accounts Payable Days 32
Debt-to-Equity Ratio 0.55
Return on Equity 7.63%
Return on Assets 4.93%
Profit Growth <Decline> 164.46%
Sales Growth <Decline> 7.93%

ESI

ITT Education

Services
FY 2005

1.74
1.66
52.28%
24.05%
7.42
62.36
0.92
35.55%
18.52%
38.39%
11.36%

EVCI
EVCI Career

Colleges, Inc.

FY 2005
1.28
1.21

68.57%

2.04%

46.11
N/A
0.97

1.42%

0.72%

<71.57%>

53.44%

STRA

Strayer
Education, Inc.

FY 2005
2.64
2.61

65.09%

33.95%
92.59
30.36
0.49

31.66%

21.28%

14.33%

20.37%
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Publicly Traded Career Colleges and Schools
Percentage Income Statement

APOL CECO 610]6{0) LINC
Apollo Career Corinthian Lincoln
Group, Inc.  Education Corp.  Colleges, Inc.  Education Corp.

FY 2005 FY 2005 FY 2005 FY 2005

Sales 100% 100% 100% 100%
Less Educational Expenses 42% 31% 56% 41%
Gross Profit Margin 58% 69% 44% 59%
Less Operating Expenses 26% 51% 34% 48%
Net Profit Margin 32% 18% 10% 11%

APOL CECO COCO LINC

m Educational Expenses m Operating Expenses O Net Profit
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Publicly Traded Career Colleges and Schools
Percentage Income Statement

DV ESI EVCI STRA
Devry. Inc ITT Education EVCI Career Strayer
ry, Inc. Services Colleges, Inc.  Education, Inc.

FY 2006 FY 2005 FY 2005 FY 2005

Sales 100% 100% 100% 100%
Less Educational Expenses 54% 48% 31% 35%
Gross Profit Margin 46% 52% 69% 65%
Less Operating Expenses 39% 28% 67% 31%
Net Profit Margin 7% 24% 2% 34%

DV ESI EVCI STRA

m Educational Expenses m Operating Expenses O Net Profit
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Publicly Traded Career Colleges and Schools
Industry Averages

Financial Metric Average of Public Schools  Industry Average
Current Ratio 1.62 1.6

Quick Ratio 1.39 1.2

Gross Profit Margin 57.95% N/A

Net Profit Margin 17.16% 3.15%
Accounts Receivable Days 31.50 17.5
Accounts Payable Days 30.80 57.5
Debt-to-Equity Ratio 0.68 1.3
Return on Equity 23.72% 16.00%
Return on Assets 14.06% 8.00%
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All Career and Cosmetology Schools
Industry Averages

Financial Metric

Current Ratio

Quick Ratio

Gross Profit Margin

Net Profit Margin
Accounts Receivable Days
Accounts Payable Days
Debt-to-Equity Ratio
Return on Equity

Return on Assets

Cosmetology Schools Career Schools

Publicly Traded Schools

2.53

1.57

72.55%

6.71%

56.30

48.31

1.72

5.02%

8.54%

2.00

1.78

82.07%

4.54%

57.20

45.16

1.87

11.61%

6.97%

1.6
1.2
N/A
3.15%
17.5
57.5
1.3
16.00%

8.00%
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Conclusion

This is the second benchmarking study prepared by SalmonBeach. The best
use of the report is to compare your institution’s numbers to the data provided.
The report is an average of other institutions. It is a measure of how your
institution compares to the industry average. Your comparisons could isolate
areas of strengths and weaknesses within your institution. Hopefully this will
provide you an opportunity for improvement.

About SalmonBeach & Associates, PLLC

Headquartered in Dallas, Texas, SalmonBeach & Associates has grown to
become one of the leading independent accounting firms in North Texas. The
firm has served the career schools sector for over 25 years offering innovative
solutions to increase profitability. SalmonBeach provides audit, tax consulting
and financial advisory services to career schools around the country. We are
focused on the success of our clients and dedicated to helping them succeed
professionally and personally.

SalmonBeach and Associates is a member of Integra International, a worldwide
network of CPAs, CAs and Business Advisors. Each of the member firms is a
separate and independent legal entity offering expanded professional services to
their clients, including meeting their national and international needs.

About SalmonBeach’s Career School Division

The Career School group at SalmonBeach is composed of professionals who
have worked with and for the career school sector for over 25 years. We
understand that career schools operate in a highly complex and competitive
market. Keeping up with continually changing regulations may seem like an
impossible task, even for the most experienced and well-trained career school
professional. That’s why our clients count on us to keep an eye on changes in
the industry and map out a strategic course toward their goals. Our clients are
secure in knowing that they can stick to what they know best — operating and
managing trade schools — while we do what we do best.
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Contacts within the Career School Division

Ronald W. Salmon, CPA, is the founding member of SalmonBeach &
Associates and currently serves as Chairman and Chief Executive Officer.
972.341.9542

rsalmon@salmonbeach.com

Richard S. Thomas, CPA, is an Owner and Director at SalmonBeach &
Associates. He manages the Firm's Audit Department as well as the Career
School Group.

972.739.1264

rthomas@salmonbeach.com

Eileen Keller, CPA, Vice President — Audit, is an active member of the Firm's
Career School Group and attends numerous career school conferences.
817.588.3013

ekeller@salmonbeach.com
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This information is for analysis by you and your staff and is restricted for your
use. Financial analysis is not a science; it is about interpretation and evaluation
of financial events. Therefore, some judgment will always be part of our reports
and analysis. Before making any financial decision, always consult an
experienced and knowledgeable professional (accountant, banker, financial
planner, attorney, etc.).
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SALMONBEACH & ASSOCIATES, PLLC
Accountants and Consultants « “Focused on Your Success”
12720 Hillcrest Road « Suite 900
Dallas, Texas 75230

972.392.1143 « Toll Free 888.332.4829 « Fax 972.934.1269
www.salmonbeach.com



