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@ Cﬁ PELLA EDUGATION

COMPANY

Capella Tower
225 South 6th Street, 9th Floor
Minneapolis, Minnesota 55402
(888) 227-3552

March 25, 201

Dear Shareholder:

You are cordially invited to attend the annual nmegbf shareholders of Capella Education Comparbetbeld at the Capella Tower,
225 South & Street,"8 Floor Conference Center, &apolis, Minnesota 55402, commencing at 9:00 agnir@l Time on Tuesday,
May 10, 2011.

The Secretarg notice of annual meeting and the proxy statemmettfollow describe the matters to come beforentieeting. During th
meeting, we also will review the activities of thast year and items of general interest about amuwmpany.

This year we are continuing to take advantage @&bcurities and Exchange Commission (SEC) rubsvaly companies to furnish
proxy materials to shareholders over the Interfigbu are a shareholder who holds shares of oonmeon stock in an account at a brokerage
firm, bank or similar organization, you will receia Notice Regarding the Availability of Proxy Madés by mail from the organization
holding your account. The Notice contains instrtsi on how you can access our proxy materials atelyour shares over the Internet. It
also will tell you how to request a paper or e-neajpy of our proxy materials.

If you are a shareholder whose shares are registirectly in your name with our transfer agent,Id/Bargo Bank, N.A., you will
continue to receive a copy of the proxy statemadt@ur annual report by mail.

We hope that you will be able to attend the meetingerson and we look forward to seeing you. Rieaark, date and sign the enclo
proxy and return it in the accompanying envelope/ate the enclosed proxy by telephone or throtghihternet in accordance with the
voting instructions set forth on the enclosed proayd, as quickly as possible, even if you plaattend the annual meeting. You may revoke
the proxy and vote in person at that time if youdssire.

Sincerely,

74 é/g_.-—

J. Kevin Gilligan
Chairman and Chief Executive Offic
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VOTING METHODS

The accompanying proxy statement describes impoidanes affecting Capella Education Company. if sice a shareholder of record,
you have the right to vote your shares throughrlernet, by telephone or by mail. You also mayokeyour proxy any time before t
annual meeting. Please help us save time and astraine costs by voting through the Internet otddgphone. Each method is generally
available 24 hours a day and will ensure that yate is confirmed and posted immediately. To vote:

1.

BY TELEPHONE

a. On a touch-tone telephone, call toll-free 1-890-6903, 24 hours a day, seven days a week, thrdoL$9 p.m. (ET) on
May 9, 2011

b. Please have your proxy card available and follosvitistructions providec
BY INTERNET
a. Go to the web site at www.proxyvote.com, 24 houdsig, seven days a week, through 11:59 p.m. (ETlan 9, 2011

b. Please have your proxy card available and fotlesinstructions provided to obtain your recordd & create an electronic
voting instruction form

BY MAIL (if you vote by telephone or Internet, please do not mail your proxy card)
a. Mark, sign and date your proxy ca
b. Return it in the enclosed posti-paid envelope

If your shares are held in an account at a brolesfiaign, bank or similar organization, you will réee voting instructions from the
organization holding your account and you musbfglthose instructions to vote your shares. You keitleive a Notice Regarding the
Availability of Proxy Materials that will tell yolhow to access our proxy materials on the Interndtate your shares over the Internet. It
will also tell you how to request a paper or e-neajpy of our proxy materials.

Your vote is important. Thank you for voting.
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@ Cﬁ PELLA EDUGATION

COMPANY

Notice of Annual Meeting of Shareholders
to be held on May 10, 2011

The annual meeting of shareholders of Capella Bthrc€&ompany will be held at the Capella Tower, Z&ith 6h Street, @ Floor
Conference Center, Minneapolis, Minnesota 5540&mencing at 9:00 a.m. Central Time on Tuesday, M3y2011 for the following

purposes:
1.

5.
6.

To elect the following 11 individuals to our BoastiDirectors, to serve until the next annual megbh shareholders and until th
successors have been duly elected and qualifigevin Gilligan, Mark N. Greene, Michael A. LintoRlichael L. Lomax, Jody
G. Miller, Stephen G. Shank, Andrew M. Slavitt, IAW. Smith, Jeffrey W. Taylor, Sandra E. TaylandaDarrell R. Tukua

To ratify the appointment of Ernst & Young LLP @ur independent registered public accounting fonthe fiscal year ending
December 31, 201:

To submit an advisory vote on the executive comaiéms of our Named Executive Officers (Say on P

To submit an advisory vote on the frequency witiich our shareholders will consider approving¢bepensation for our Named
Executive Officers (Say When on Pa

To approve an Incentive Bonus Pl
To transact other business that may properly bedirobefore the meetin

Our Board of Directors has fixed March 14, 201 1hasrecord date for the meeting, and only sharehsldf record at the close of
business on that date are entitled to receive @ofi@and vote at the meeting.

Your proxy is important to ensure a quorum at the meeting. Even if you own only a few shares, and whwedr or not you expect to
be present, you are urgently requested to vote trenclosed proxy by telephone or through the Internein accordance with the voting
instructions provided to you. If you received a papr copy of the proxy card by mail, you may also da, sign and mail the proxy card
in the postage-paid envelope that is provided. Tharoxy may be revoked by you at any time prior to bang exercised, and voting your
proxy by telephone or through the Internet or retuming your proxy by mail will not affect your right to vote in person if you attend
the meeting and revoke the proxy.

By Order of the Board of Directors,

Ry P

Gregory W. Thom
Secretary

Minneapolis, Minnesota
March 25, 201:
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PROXY STATEMENT

GENERAL INFORMATION

The enclosed proxy is being solicited by our Baafr®irectors for use in connection with the annualeting of shareholders to be held
on Tuesday, May 10, 2011 at the Capella Tower,S2%h 6h Street, 8 Floor Conference Center, Minnkgpdinnesota 55402,
commencing at 9:00 a.m. Central Time and at anguaidnents thereof. Our telephone number is (888)3552. The mailing of this proxy
statement and our Board of Directors’ form of présyshareholders will commence on or about March2@31.

Availability of Proxy Materials

As permitted by rules of the SEC, we are makingpyaxy materials, which include our notice of annmaeting, proxy statement and
annual report, available to certain of our shardéia over the Internet. Any shareholder who hahdses of our common stock in an account
at a brokerage firm, bank or similar organizatidh rgceive a Notice Regarding the Availability Bfoxy Materials by mail from the
organization holding the shareholder’s account. Nlb#ce contains instructions on how these shadshslcan access our proxy materials and
vote their shares over the Internet. These shatehoivill not receive proxy materials by mail usiéisey specifically request that printed
copies of the proxy materials be sent to them. Nbtce tells these shareholders how to make suekj@est.

Any shareholder whose shares are registered diriecthe shareholder's name with our transfer agéfls Fargo Bank, N.A., will
continue to receive a printed copy of the proxyeriats by mail.

Record Date and Quorum

Only shareholders of record at the close of busioesMarch 14, 2011 will be entitled to vote at #mmual meeting or adjournment. At
the close of business on the record date, we h&93586 shares of our common stock outstandingeatitled to vote. A majority of the
shares outstanding on the record date, presemrgop or represented by proxy, will constitute argm for the transaction of business at the
meeting.

Voting of Proxies

Proxies voted by telephone or through the Inteimatcordance with the voting instructions settfam the enclosed proxy card, or in
the accompanying form that are properly signeddarig returned to us, and not revoked, will be vatethe manner specified. A shareholder
executing a proxy retains the right to revoke iy time before it is exercised by notice to ohewr officers in writing of termination of the
proxy’s authority or a properly signed and dulyureed proxy bearing a later date.

Shareholder Proposals

We must receive shareholder proposals intended fwdsented at the 2012 annual meeting of sharisaldat are requested to be
included in the proxy statement for that meetinguatprincipal executive office no later than Now®mn26, 2011. We must receive any other
shareholder proposals intended to be presentée 2012 annual meeting of shareholders at ouripahexecutive office no earlier than
January 11, 2012 and no later than February 1®.201

Quorum

The presence at the meeting, in person or by paihe holders of a majority of the shares of camratock outstanding on the record
date will constitute a quorum for the transactibbusiness at the meeting. Abstentions and bro&efwotes will be counted as present for
purposes of determining the existence of a quorum.



Table of Contents

Vote Required

Broker Discretionary

Proposal Vote Required Voting Allowed
Proposal —Election of eleven directol Plurality of votes cas No
Proposal 2—Ratification of auditors for fiscal year Majority of the shares entitled to vote and pre: Yes
2011 in person or represented by prc®
Proposal 3—Advisory vote on executive We will consider our shareholders to have No
compensation approved our executive compensation if the
number of votes FOR exceed the number of \
AGAINST
Proposal 4—Advisory vote on frequency of advisory The frequency option receiving the most votes No
vote on executive compensation will be considered the option selected by our

shareholder

Proposal 5—Approval of incentive bonus plan Majority of the shares entitled to vote and pre: No
in person or represented by pr¢®

(1) Solong as the number of shares voted exceeds 265% outstanding share

With respect to Proposal 1, you may vote FOR athinees, WITHHOLD your vote as to all nominees, @Rrall nominees except
those specific nominees from whom you WITHHOLD yweuote. The eleven nominees receiving the most FGRswvill be elected. A
properly executed proxy marked WITHHOLD with resecthe election of one or more directors will hetvoted with respect to the direc
or directors indicated. Proxies may not be votedfore than eleven directors and shareholders magumulate votes in the election of
directors.

With respect to Proposals 2, 3 and 5, you may FQR, AGAINST or ABSTAIN.
With respect to Proposal 4, you may vote for OnaryY&wo Years or Three Years, or you may ABSTAIN.

If you abstain from voting on Proposals 1, 3 oth#, abstention will not have an effect on the ontef the vote. Abstentions will have
the effect of a vote against Proposals 2 and Siakeholder who does not vote in person or by pmxg proposal (including a broker non-
vote) will generally have no effect on the outcoofi¢he vote.

Adjournment of Meeting

If a quorum is not present to transact businesiseateeting or if we do not receive sufficient woite favor of the proposals by the date
of the meeting, the persons named as proxies nugope one or more adjournments of the meetingrmipsolicitation of proxies. Any
adjournment would require the affirmative vote ahajority of the shares present in person or reprtesl by proxy at the meeting.

Shares Held in Street Name

The only proposal on which your broker has disorery authority to vote your shares is Proposa&garding the ratification of our
auditors. On any other proposal, your broker dagdave discretionary authority to vote your shalfegour shares are held in street name
and you do not provide instructions as to how yghares are to be voted on Proposal 1, 3, 4 ord, ywker or other nominee will not be &
to vote your shares on that matter. Accordingly,unge you to direct your broker or nominee to waiar shares by following the instructions
provided on the voting instruction card that yoceige from your broker.

2
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Expenses of Soliciting Proxies

We will pay the cost of soliciting proxies in thecampanying form. In addition to solicitation elextically or by the use of mail, cert:
directors, officers and regular employees may ggiroxies by telephone or personal interview, ara request brokerage firms and
custodians, nominees and other record holdersweafd soliciting materials to the beneficial ownefur stock, and we will reimburse the
for their reasonable out-of-pocket expenses in éoding these materials.

3
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PROPOSAL NO. 1—
ELECTION OF DIRECTORS

Composition of our Board of Directors

Our bylaws provide that our business will be manameor under the direction of a Board of Directdree number of directors
constituting our Board of Directors is determineghf time to time by our Board of Directors. Our Bbaurrently consists of 11 members.
Each director will be elected at the annual meetinigold office until the next annual shareholdaeseting or the director’s resignation or
removal. Upon the recommendation of the Govern&wmamittee of the Board of Directors, the Board hasinated the 11 persons named
below for election as directors. Proxies solicibydour Board of Directors will, unless otherwiseedited, be voted to elect the eleven
nominees named below to constitute the entire BoBRirectors.

Directors and Director Nominees

Director NomineesAll of the nominees named below are current dinesctd our company. Each nominee has indicated lmgiless to
serve as a director for the ensuing year, but & @y nominee is not a candidate at the meetimgnfpreason, the proxies named in the
enclosed proxy form may vote for a substitute n@aiselected by the Governance Committee.

The following table sets forth certain informatim@garding each director nominee:

Name Age Position Committee Membership*
J. Kevin Gilligan 56 Chairman and Chief Executive Offic None

Mark N. Green 56 Director Audit

Michael A. Linton 54 Director Compensation, Finant

Michael L. Lomax 63 Director Audit, Governanci

Jody G. Miller 53 Director Finance, Governance (cha
Stephen G. Shar 67 Director Finance

Andrew M. Slavitt 44 Director Compensation (chai

David W. Smith 66 Lead Directol Compensation, Governan
Jeffrey W. Taylol 57 Director Audit, Compensation, Finance (chz
Sandra E. Taylc 60 Director Compensation, Governan
Darrell R. Tukue 57 Director Audit (chair), Financt

* Each of our independent directors, or all of ouectiors except Mr. Shank and Mr. Gilligan, servedtee Executive Committe

The biographies of each of the directors below @iostinformation regarding the person’s servica dgector, business experience,
director positions held currently or at any timeidg the last five years, information regardingatwement in certain legal or administrative
proceedings, if applicable, and the experiencealifipations, attributes or skills that caused @mvernance Committee and the Board to
determine that the person should serve as a direttiur company.

J. Kevin Gilligan joined our company on March 2, 2009 to serve asihief Executive Officer and as a member of ourtad
directors. On February 23, 2010, he was appointedr©f our Board of Directors. Mr. Gilligan wasepiously the Chief Executive Officer of
United Subcontractors, Inc., a nationwide consioucservices company, from 2004 until February 2Q08ited Subcontractors voluntarily
filed for Chapter 11 bankruptcy on March 31, 2088 amerged from the bankruptcy proceedings on 30n2009. From 2001 to 2004,

Mr. Gilligan served as President and Chief Exe@ui@fficer of the Automation and Control SolutionsoGp of Honeywell International, a
diversified technology and manufacturing companmgni-2000 to 2001, Mr. Gilligan served as Presidéthe Home and Building Control
Division of Honeywell International. He also senasipresident of the Solutions and Services DimisioHoneywell International from 1997
to 1999
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and as Vice President and General Manager of tlithManerican Region of the Home and Building Cohbivision from 1994 to 1997.
Mr. Gilligan is a member of the board of directiws Graco Inc., a publicly held manufacturer angdgier of fluid handling equipment, and
from September 2004 until February 2009 was a mewitthe board for ADC Telecommunications, Incpublicly held global supplier of
network infrastructure. Mr. Gilligan earned a Bffam Boston College. He is an experienced leaddargke service organizations, with strc
skills in strategic planning and operational ex&gut

Mark N. Greene has served as a director of our company since ZD0&reene is the Chief Executive Officer andrador of FICO, a
provider of credit scoring, decision managememtjdrdetection and credit risk score services, @giposie has held since February 2007.
From 1995 through 2007, Dr. Greene held variou&ipas with IBM, a global technology company, indiog Vice President of Sales and
Distribution for Financial Services and General lger of Global Banking. Dr. Greene earned a B.é&mfAmherst and an M.A. and Ph.D.
from the University of Michigan. He is an experieddeader of a public company with attributes samib ours, with strong skills in risk
management, strategic planning and operationakensatt

Michael A. Linton has served as a director of our company since Deee®) 2010. He is the executive vice presidentketang for
FMN Technologies, an early stage technology adsiagistart-up in Silicon Valley, a position he etd since September 2010. From March
2009 to September 2010, Mr. Linton was a consylthtisor and columnist for Forbes.com, an onlingimess periodical. From December
2006 to March 2009, he served as senior vice pasidhief marketing officer for eBay, an onlinerkedplace, as general manager of eBay
Motors, eBay Canada, Half.com, eBay Stores andtBre§ Previously he was the executive vice presjddief marketing officer for Best
Buy Corporation, a specialty retailer of consumlecionics and related products and services, ffanuary 1999 to August 2006. Mr. Linton
has served as a director on the board of Peetfe€ahd Tea, a premier specialty coffee and tegaagin the U.S., from March 2005 to
present. In February 2010, Mr. Linton began hisiseras a director on the board of Support.conorapany providing online technology
services and software to consumers and small lasseHe earned a Master of Business Administréioom The Fuqua School of Business
at Duke University in Durham, North Carolina; anBachelor of Science in Business AdministrationrfrBowling Green State University in
Bowling Green, Ohio. Mr. Linton has extensive exe®ileadership experience and a strong backgrauntarketing, brand development ¢
digital businesses.

Michael L. Lomax has served as a director of our company since Disees) 2010. He is the president and CEO of theddrilegro
College Fund, serving in this role since 2004. Irevjpusly served as president of Dillard UniversityNew Orleans from 1997 to 2004. In
addition, Dr. Lomax has served as a director oftWéy Holding Corporation and Whitney National Bankce April 2002. He has also sen
on numerous boards of directors, including Emory#ersity, Teach for America, The Council of Indedent Colleges, The National
Alliance for Public Charter Schools, and the KIRRiRdation, the Nation’s largest and highest perfiognecharter school network. Dr. Lomax
earned a PhD in American and Afro-American Literatitom Emory University in Atlanta, a Master oftédin English Literature from
Columbia University in New York, and a BachelorAsts in English from Morehouse College in AtlanEa. Lomax has been a leader in the
education field for over 30 years and has exterskperience with learning transformation, acceskaatountability.

Jody G. Miller has served as a director of our company since 2083Miller serves as CEO and President of the iB2ss Talent
Group, a company matching independent businessiixes with interim and project-based assignmemtéch she founded in 2005. From
2000 through 2007, Ms. Miller was a venture partmigh Maveron LLC, a Seattle-based venture cafiiad. From 1995 to 1999, Ms. Miller
held various positions at Americast, a digital widand interactive services partnership, includiad\eting President and Chief Operating
Officer, Executive Vice President, Senior Vice Rieat for Operations and Consultant. From 19939%@5] Ms. Miller served in the White
House as Special Assistant to the President wilCiimton Administration. Ms. Miller is a membertbie Board of Directors of the National
Campaign to Prevent Teenage Pregnancy, a not-@dit-program devoted to reducing teen pregnanc0@9, Ms. Miller joined the Board
of Advisors for the Drucker Institute, an organiaatfocused on stimulating effective managementrasgonsible leadership.

5
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Since 2005, Ms. Miller has been serving as a mermbtre Board of Directors of TRW Automotive Holdg Corp., an NYSE-listed global
supplier of automotive components. From 2000 to4208s. Miller also served as member of the BoarBioéctors of Exide Technologies,
NYSE-listed battery manufacturing company. Ms. Millareed a B.A. from the University of Michigan and.B. from the University of
Virginia. She has extensive experience in our itrguand a strong background in corporate governamaéent management and strategic
planning.

Stephen G. Shank founded our company in 1991. Mr. Shank served a<hief Executive Officer until March 2, 2009, aasl our
chairman until February 23, 2010. Mr. Shank sera®d director of Capella University from 2006 t®@2@&nd from 1993 to 2003. Mr. Shank
served as emeritus director of Capella Universiiynf 2003 to 2006. From 1979 to 1991, Mr. Shank @faairman and Chief Executive
Officer of Tonka Corporation, an NYSE-listed maraitaer of toys and games. Mr. Shank is a memb#reoBoard of Directors of Tennant
Company, an NYSE-listed manufacturer of cleanifgti&ms. Mr. Shank earned a B.A. from the Universit lowa, an M.A. from the
Fletcher School, a joint program of Tufts and HagManiversities, and a J.D. from Harvard Law Schétd has experience leading our
company for almost 20 years, a deep understandiograndustry and a strong background in stratptpaoining.

Andrew M. Slavitt has served as a director of our company since ZBifice 2006, Mr. Slavitt has served as the CE@énix, a
UnitedHealth Group subsidiary that provides hegitbrmation technology solutions and consultin@&®,000 health care clients worldwide.
He served as the COO of Ingenix from January 286%5ugh November 2006. From August 2004 through a@an2005, Mr. Slavitt served as
CEO of the consumer solutions business of Unitetthi€zroup. Mr. Slavitt was the founder of HealthiAd, a consumer health care benefits
company, and served as its CEO from August 1998utitr August 2004. HealthAllies was acquired by Elfitealth Group in 2003.

Mr. Slavitt is a graduate of the Wharton School @hé College of Arts & Sciences at the UniversityPennsylvania, and received his M.B
from Harvard Business School. He is an experieteader of a large, high growth organization wittniatites similar to ours, with strong
skills in government relations, strategic planniagg operational and regulated industry matters.

David W. Smith has served as a director of our company since 4868s currently our lead director. From 2000 t620vhen he
retired, Mr. Smith was the Chief Executive OfficdNCS Pearson, Inc. Mr. Smith is a member of thart of directors of Plato Learning,
Inc., a NASDAQ-listed educational technology comparaving served since early 2004. From 2004 t®268@ served on the Board of
Directors of Scientific Learning Corporation, a fialy traded company that provides education sofev®Ir. Smith earned a B.A. and an
M.A. from Southern Illinois University, as well as M.B.A. from the University of lowa. He has exdame executive leadership experienci
the education services industry and a strong backgt in strategic planning and operational matters.

Jeffrey W. Taylor has served as a director of our company since 2002s currently Senior Vice President, U.S. Gowsgnt Policy
and Investor Relations, for Pearson plc, a posti@mas held since 2008. He previously served esidemt of Pearson, Inc., the U.S. holding
company of Pearson plc. From 2000 to 2003, Mr. diagérved as Vice President of Government RelafimnBearson, Inc. From 1994 to
2000, he served as Vice President and Chief Finb@dficer of National Computer Systems, an eduratesting and software company.
Mr. Taylor earned a B.S. from Indiana State Uniitgréie has extensive executive leadership expeeémthe education services industry
and a strong background in government relationscangiorate finance.

Sandra E. Taylor has served as a director of our company since 2866Taylor is the President and Chief Executivédef of
Sustainable Business International LLC, a conaulffirm specializing in social responsibility andvéonmental sustainability for global
businesses, which she founded in February 20081 R@03 through January 2008, Ms. Taylor servedessos Vice President, Corporate
Social Responsibility of Starbucks CorporationoPto joining Starbucks, Ms. Taylor served as \Weesident and Director of Public Affairs
for Eastman Kodak Company from 1996 until 2003. B also held senior leadership positions with a

6
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number of other organizations, including ICI Ameasdnc. and the European American Chamber of Cor®nierthe United States. In
addition, Ms. Taylor sits on the board of Countémptnternational, a non-profit organization. Msaylor received a B.A. from Colorado
Women'’s College, and a J.D. from Boston UniverSithool of Law. She has extensive experience inmgovent relations and corporate
responsibility programs.

Darrell R. Tukua has served as a director of our company since Z&@n 1988 to 2003, when he retired, Mr. Tukua e&sartner wit
KPMG LLP, a global provider of audit, tax and adwigsservices which he joined in 1976. Since 2005, Mikua has served on the board of
directors of MMIC Group, an insurance company, \ehee is also a member of the Audit & Budget, Inmestt and Strategic Planning
Committees. Mr. Tukua is a member of the boarddirefctors of two subsidiaries of MMIC Group, MMICeHlith IT and MMIC Agency.

Mr. Tukua served as a board observer for MMIC 2004 to 2005. In addition, Mr. Tukua has servedeiP005 as a member of the boar
directors and Audit, Compensation and Nominatingf@rate Governance Committees of Gate City Bamkfail and commercial bank.
During 2004, Mr. Tukua was an advisory board menaf&ate City Bank. Mr. Tukua also serves as cbbihe board of directors of non-
profit Catholic Charities of St. Paul and Minneap@nd on the finance committee of the board afadars of non-profit Allina Health
System. Mr. Tukua earned a B.S. from the Univemsitgouth Dakota. He has extensive experiencenamfie, accounting, auditing, financial
reporting and public company disclosure mattersyelsas regulatory compliance, risk managementragdlated industry matters.

None of the above nominees is related to each otherany of our executive officers.

Board of Directors Meetings and Attendance

Our Board of Directors held seven meetings duriscal year 2010. During fiscal year 2010, eachatineattended at least 75% of the
aggregate number of the meetings of our Board odddars and of the board committees on which sirgttbr serves. We do not have a
formal policy regarding attendance of our directatrannual meetings of our shareholders, but wendourage each of our directors to attend
annual meetings of our shareholders. All of ountb&ectors attended the 2010 annual meeting obareholders.

Director Independence

Our Board of Directors reviews at least annuallyittdependence of each director. During these weyieur Board of Directors
considers transactions and relationships betweemdieector (and his or her immediate family anfiliafes) and our company and its
management to determine whether any such transadaiorelationships are inconsistent with a deteatmn that the director was
independent. In February 2011, our Board of Dinectmnducted its annual review of director indeecg and determined that no
transactions or relationships existed that wousdjdialify any of the individuals who then servedalirector under the rules of The NASD;
Stock Market, Inc. or the SEC, with the exceptiéiMo. Gilligan, our current Chief Executive Officeand Mr. Shank, who served as our
Chief Executive Officer until March 2009.

Based on a review of information provided by thecliors and other information we reviewed, our BlazrDirectors concluded that
none of our non-employee directors have or hadralagionship with our company that would interfergh his or her ability to exercise
independent judgment as a director. Based uporfitithihg, our Board of Directors determined thatddes. Greene, Linton, Lomax, Mitchell,
Slavitt, Smith, Taylor and Tukua, and Ms. MillerdaMs. Taylor, are “independent.” The following teattions, relationships or arrangements
involving the following directors were consideredreaching this determination: Mr. Slavitt (heattire insurance services provided to our
company through Medica, a business partner of dHigalth Group and Ingenix); and Mr. Taylor (bussesationship between our comps
and Pearson, Inc.). With regard to Mr. Slavitt, liealth care insurance services provided to oumpemy by Medica are transactional in na:
and not advisory. The relationship between Mediwh@ur company is contractual and not influenceaty language or relationship outside
of those defined in the Master Group Contract (M@&nefit determination, plan design and eligipiire established by our company,
written into the MGC and then administered on a
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transactional basis by Medica. The amounts we jgaéich of Medica and Pearson, Inc. were lesstttegreater of $200,000 or 5% of the
recipient’s gross revenues. Based on a reviewefltails of these arrangements, our Board of Rireconcluded that neither of these
arrangements precluded the directors from beingefiendent” under the applicable NASDAQ rules, amdBoard of Directors does not
believe that these arrangements interfere witteleecise of independent judgment by these directors

Committees of Our Board of Directors

Our Board of Directors has five standing committéasgdit, Compensation, Finance, Governance and lkex The charters for our
Audit Committee, Compensation Committee, Governd@@aemittee and Executive Committee are availabtéénCorporate Governance
section of the Investor Relations page on our welaivww.capellaeducation.com.

Audit CommitteeOur Audit Committee consists of Messrs. Tukua (©Qh&reene, Lomax and Taylor. Our Audit Committedirectly
responsible for, among other things, the appointpeampensation, retention and oversight of ouepahdent registered public accounting
firm. The oversight includes reviewing the plans aasults of the audit engagement with the firnpraping any additional professional
services provided by the firm and reviewing theeipendence of the firm. The committee is also resiptnfor discussing the effectiveness
internal control over financial reporting with tfien and relevant financial management. The pur@oskresponsibilities of our Audit
Committee are more fully described in the commistebarter, a copy of which, as mentioned in theadiately preceding paragraph, is
available on our website. Our Audit Committee helleven meetings in 2010. Our Board of Directorsdetermined that each member of our
Audit Committee is “independent,” as defined unaled required by the rules of The NASDAQ Stock Méarkec. and the federal securities
laws. The Board of Directors has determined thasdvie Tukua, Greene and Taylor each qualifies 48.adit Committee financial expert,”
as defined under the rules of the federal secaitiers.

Compensation Committe®ur Compensation Committee consists of Messrs.itS(ahair), Linton, Smith and Taylor and Ms. Taglo
Our Compensation Committee is responsible for, apaher things, recommending the compensation lefvelr chief executive officer to
the Executive Committee, determining the compeordévels and compensation types (including balseysaequity awards, perquisites and
severance) of the other members of our senior ¢ixecieam and administering our equity compensgtians and other compensation
programs. The Compensation Committee also recomsnamdpensation levels for board members and apprew hire offer packages for
our senior executive management. The purpose apomsibilities of our Compensation Committee areenfolly described in the
committee’s charter. Our Compensation Committed hiale meetings in 2010.

Finance CommitteeOur Finance Committee consists of Messrs. Tayloai(g, Linton, Shank and Tukua and Ms. Miller. Giimance
Committee is responsible for, among other thingsisting the Board of Directors in fulfilling itversight responsibilities related to financing
transactions and changes in our capital structuré;acquisitions, joint ventures, divestitures atietr business investment transactions in
which we may be involved. The purpose and respditigb of our Finance Committee are more fully ciélsed in the committee’s charter.
Our Finance Committee held three meetings in 2010.

Governance Committe®ur Governance Committee consists of Ms. Millerfch Messrs. Lomax and Smith and Ms. Taylor. Our
Governance Committee is responsible for, amongr dtiegs, assisting the Board of Directors in sétgcnew directors and committee
members, evaluating the overall effectiveness @Bbard of Directors, reviewing CEO succession milagy, and reviewing developments in
corporate governance compliance. The purpose apomsibilities of our Governance Committee are nfioifg described in the committee’s
charter. Our Governance Committee held seven ngeetin2010.

Executive Committe@ur Executive Committee consists of all indepenaesitnbers of our Board of Directors, or all of ouredtors
except Mr. Shank and Mr. Gilligan, and is chairgdMr. Smith, who is our lead
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director. Our Executive Committee is responsible &mnong other things, evaluating and determinfisgctompensation of our chief executive
officer, setting the agenda for meetings of ourr8az Directors, establishing procedures for owarsholders to communicate with our Board
of Directors and reviewing and approving our mamagyet succession plan. The purpose and responisibitif our Executive Committee are
more fully described in the committee’s charterr @yecutive Committee held one meeting and mekatetive session following board
meetings four times in 2010.

Corporate Governance Principles

Our Board of Directors has adopted Corporate Garera Principles. These guidelines are availablkheiCorporate Governance
section of the Investor Relations page on our welaivww.capellaeducation.com.

Code of Business Conduct

We have adopted the Capella Education Company GoBasiness Conduct, which applies to all of ouptayees, directors, agents,
consultants and other representatives. The CoBeisihess Conduct includes particular provisiondiealple to our senior financial
management, which includes our chief executiveceffichief financial officer, principal accountin§ficer and other employees performing
similar functions. A copy of our Code of Businessn@uct is available on the Corporate Governanceosecf the Investor Relations page on
our website atvww.capellaeducation.coriVe intend to post on our website any amendmemrtaaiver from, a provision of our Code of
Business Conduct that applies to any director ficexf, including our chief executive officer, chi@fiancial officer, principal accounting
officer and other persons performing similar fuoos, promptly following the date of such amendnwenvaiver.

Corporate Governance Documents Available on Our Wetite

Copies of our key corporate governance documentaailable on the Investor Relations page of celisite at
www.capellaeducation.conThe charters for our Audit Committee, Compensa@ommittee, Finance Committee, Governance Comenitte
and Executive Committee, as well as copies of arp@rate Governance Principles and our Code ofri&ssi Conduct, are available on our
website. In addition, any shareholder that wisbesbtain a hard copy of any of these corporate g@aree documents may do so without
charge by writing to Investor Relations, Capellai&tion Company, Capella Tower, 225 South 6th §t8tlk Floor, Minneapolis, MN 554C

Director Qualifications and Diversity

Candidates for director nominees are reviewederctintext of the current composition of our Boafr®wectors, our operating
requirements and the long-term interests of ouredtdders. Our Governance Committee works withBunard to determine the appropriate
characteristics, skills, and experiences for tharBas a whole and its individual members withabgctive of having a Board with diverse
backgrounds and experience. Characteristics exgpetta| directors include independence, integtiigh personal and professional ethics,
sound business judgment, and the ability and wiliess to commit sufficient time to the Board. Wheve all of our directors possess these
characteristics.

In evaluating the suitability of individual Boardembers, the Governance Committee takes into aceoany factors, including general
understanding of business strategy, marketingnieaexecutive compensation and other discipliakvant to the success of a publicly
traded company in today’s business environmentergidnding of our business and industry; educdtima professional background;
personal accomplishment; and gender, age, andcedivarsity. The Governance Committee evaluateh eauimbent director to determine
whether he or she should be nominated to stanefelection, based on each director’s qualificatiand suitability.
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Director Nomination Process
Our Governance Committee selects nominees fortdirgpursuant to the following process:

. the identification of director candidates by oun@mance Committee based upon suggestions frorardgutirectors and senior
management, recommendations by shareholders amtaf a director search fir

. a review of the candidates’ qualifications by owv&rnance Committee to determine which candidassmeet our Board of
Director¢ required and desired criteri

. interviews of interested candidates who best nieste criteria by the chair of the Governance Cotamyithe chair of our Board
Directors, and/or certain other directc

. recommendation by our Governance Committee fousich in the slate of directors for the annual nmegedf shareholders or
appointment by our Board of Directors to fill a @acy during the intervals between shareholder mggtianc

. formal nomination by our Board of Directo

In 2010, our Board of Directors retained an indej@emn executive search firm to assist in the idatifon and evaluation of qualified
director candidates. Michael A. Linton and MicheeLomax were both identified and evaluated assalteof this search. Our Board of
Directors, upon recommendation of our Governano@@ittee, appointed Mr. Linton and Dr. Lomax to @gard on December 2, 2010.

Our Governance Committee will reassess the qualifins and suitability of a director prior to reamending a director for reelection to
another term.

Shareholders who wish to recommend individualséarsideration by our Governance Committee to beaoong@nees for election to
our Board of Directors at the 2012 annual meetilag oo so by submitting a written recommendatioadoGovernance Committee, c/o
General Counsel, Capella Education Company, Capelier, 225 South 6th Street, 9th Floor, Minneagdfinnesota 55402, no earlier than
January 10, 2012 and no later than February 9,.28d2missions must include a written recommendatizhthe reason for the
recommendation, biographical information concerrrgrecommended individual, including age, a dgson of the recommended
individual's past five years of employment histaryd any past and current board memberships. Theissibn must be accompanied by a
written consent of the individual to stand for ¢lec if nominated by our Governance Committee anslerve if elected by our Board of
Directors or our shareholders, as applicable. Aigvely, shareholders may directly nominate aqefsr election to our Board of Directors
by complying with the procedures set forth in oylalivs, any applicable rules and regulations ofSE€ and any applicable laws.

Board Leadership Structure

Our Chief Executive Officer also serves as the Chiaour Board of Directors. Given our present sine stage of corporate
development, as well as our successful history witlhmbined Chair/CEO role, our Governance Comaited Executive Committee have
determined it is currently appropriate for our Ct&Qalso serve as Board Chair. The Board retainaditteority to separate these functions
when and if deemed appropriate.

Our Executive Committee also elects a Lead Direftton among our independent directors. Mr. Smitir, @irrent Lead Director, has
served in that role for over seven years and pessigder executive sessions of the independenttdiesof the Board, works with the Board
Chair to set meeting agendas, facilitates inforamafiow and communication among the directors, actd as a key liaison with the Board
Chair.
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Role of Board in Risk Oversight

The Board takes an active role in risk oversightaf company both as a full Board and throughatsmittees. Presentations and
discussions at Board and committee meetings incdindessessment of opportunities and risks inh@rentr strategies and external
environment. The Board meets in executive sesdten@ach regularly scheduled Board meeting to,ragrather things, assess the quality of
the meetings and to collect feedback for the Lemddior to present to the Chair of the Board anthagement. Such feedback includes any
requests for specific information to assist theraa carrying out its duties, including risk ovigtst.

Strategic risk, which relates to our company priypaefining and achieving our high-level goals andsion, as well as operating risk,
the effective and efficient use of resources angdytiof opportunities, are regularly monitored ananaged by the full Board through the
Board'’s regular and consistent review of our opegaperformance and strategic plan. For exampleaah of the Board'regularly schedule
meetings throughout the year, management providsseptations on our company’s performance. Purgaahe Board’s established
monitoring procedures, Board approval is requigdbir strategic plan and annual operating planchvis reported on by management at
each regular Board meeting.

Reporting risk, which relates to the reliabilityair company’s financial reporting, and complianisg, relating to our company’s
compliance with applicable laws and regulationgrimarily overseen by the Audit Committee. The A@bmmittee receives input directly
from management as well as our independent regisfaublic accounting firm, Ernst & Young LLP regiagl our financial reporting process,
internal controls and public filings. The CommittEso receives regular updates from our compangise@l Counsel regarding any Code of
Conduct issues or legal compliance concerns.

In addition, our management conducts an annuafm@ige wide risk assessment. Results of this islessment are presented to the
Audit Committee. The objectives for the risk asge=st process include (i) developing a defineddfdtey risks to be shared with the Audit
Committee, Board and senior management; (ii) fatitig discussion of the risk factors to be inclidle Iltem 1A of our Annual Report on
Form 10-K and (iii) guiding the development of tiext year’s audit plans.

In 2010, the risk assessment process was condogtedr director of internal audit, in consultatiaith senior leadership from the legal
and finance departments. Our director of internitanterviewed key department and functional Eradrom all sections of our company to
identify and evaluate risks. Any identified riskene prioritized based on the potential exposutbedusiness, measured as a function of
severity of impact and likelihood of occurrenceeTisk profiles were discussed and refined durirgsequent discussions with senior
management. A summary of the results was presémtied Audit Committee, and the full Board was mfied of the risk assessment process.
In 2010, we began implementation of a formal EnisgoRisk Management (ERM) process, which includauiprehensively reviewing our
strategic goals, identifying risks to attainingdhcstrategic goals, categorizing identified risks risk categories, and risk weighting each risk
category based on impact and likelihood.

Compensation Committee Interlocks and Insider Parttipation

During 2010, Messrs. Slavitt, Smith and Taylor &l Taylor served as the members of our Compenms&t@nmittee (Mr. Linton
joined the Committee following its final meeting2010). None of our executive officers serve dhi@ past has served, as a member o
Board of Directors or Compensation Committee of antjity that has any of its executive officers sggvas a member of our Board of
Directors or Compensation Committee.

Communication with our Board of Directors

Interested parties may communicate directly with Stnith, our Lead Director, or the non-managemesivers of our Board of
Directors as a group, by mail addressed to thataite of Mr. Smith as Lead Director,
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or the non-management members of our Board of Rire@s a group, c/o General Counsel, Capella Ednc&ompany, Capella Tower, 225
South 6th Street, 9th Floor, Minneapolis, MN 55402ur General Counsel in consultation with Mr. iBndetermines that such
communication to non-management members as a ggaafevant to and consistent with our operatiams gractices, our General Counsel
will then forward the communication to the apprapgidirector or directors on a periodic basis.

Our Board of Directors recommends that the sharehalers vote for the election of each of the eleven minees listed above to
constitute our Board of Directors.
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PROPOSAL NO. 2—
RATIFICATION OF INDEPENDENT REGISTERED PUBLIC ACCOU NTING FIRM

The firm of Ernst & Young LLP (“Ernst & Young”) haseen our independent registered public accouffitimgsince 1999. Our Audit
Committee has selected Ernst & Young to serve aindependent registered public accounting firmther fiscal year ending December 31,
2011, subject to ratification by our shareholdgvsile it is not required to do so, our Audit Comiaé is submitting the selection of that firm
for ratification in order to ascertain the viewafr shareholders. If the selection is not ratifiear; Audit Committee will reconsider its
selection, and based on that reconsideration, mayag not select Ernst & Young. Proxies solicitgdoir Board of Directors will be, unless
otherwise directed, voted to ratify the appointmariErnst & Young as our independent registeredipatzcounting firm for the fiscal year
ending December 31, 2011.

A representative of Ernst & Young will be presentre meeting and will be afforded an opportunityrtake a statement if the
representative so desires and will be available$pond to appropriate questions during the meeting

Fees

For the years ended December 31, 2010 and 2008t &rvioung billed us the amounts set forth belowgdofessional services
rendered in connection with audit, audit-related,dnd other professional services.

Services Rendered 2010 2009
Audit Fees® $570,11. $540,14!
Audit-Related Fee — —
Tax Fees — —
All Other Fees«® 34,69 1,99¢
Total Fees $604,80° $542,14(

(1) Audit Fees include fees associated with theuahaudit, including the audit of internal contosler financial reporting, the reviews of
our quarterly reports on Form-Q, and services provided by the auditor in conoecith statutory and regulatory filing

(2) In 2010, All Other Fees related to due diligeand a license fee for an accounting databa€d8, All Other Fees related to a license
fee for an accounting databa

Approval of Independent Registered Public Accountig Firm Services and Fees

The Audit Committee has adopted a policy regargirggapproval of audit and non-audit services peréat by the company’s
independent registered public accounting firm. Aldit Committee is responsible for pre-approvinigealgagements of the company’s
independent registered public accounting firm. fphkcy also highlights services the Audit Committei# and will not approve for audit and
non-audit services. The policy requires writtenwtoentation be provided by the independent regidtaceounting firm to the Audit
Committee for all tax services. In addition, aljuéred discussions are held between the indepemdgistered accounting firm and the Audit
Committee.

The Audit Committee may, annually or from time ifoe, set fee levels for certain non-audit serviessjefined in the policy, that may
be paid for all non-audit services. Any engagem#rdsexceed those fee levels must receive spguidi@pproval from the Audit Committee.
The Audit Committee may delegate to the Audit Cottenichair authority to grant pre-approvals of @esible audit and non-audit services,
provided that any pre-approvals by the chair mestgported to the full Audit Committee at the ngstteduled meeting.

On a regular basis, management provides writteategdo the Audit Committee consisting of the ant@firaudit and non-audit service
fees incurred to date. All of the services descrialeove were pre-approved by the company’s AudihQitee.

Our Board of Directors recommends that the sharehalers vote for the ratification of the appointment d Ernst & Young LLP as
our independent registered public accounting firm ér the fiscal year ending December 31, 2011.
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AUDIT COMMITTEE REPORT

The role of our Audit Committee, which is composédour independent non-employee directors, is@m@versight of our company’s
management and Ernst & Young, our independenttergid public accounting firm, in regard to our camy's financial reporting and

internal control over financial reporting. In parfting our oversight function, we relied upon adwéeel information received in our
discussions with management and Ernst & Young.

We have (a) reviewed and discussed our compandiseaiconsolidated financial statements for thedliyear ended December 31,
2010 with management; (b) reviewed and discuss#dmdnagement their assessment of our compangshaitcontrol over financial
reporting; (c) discussed with Ernst & Young the t@is required to be discussed by the applicableirements of the Public Company
Accounting Oversight Board (PCAOB); and (d) recditiee written disclosures from Ernst & Young regagdthe matters required to be
discussed by the applicable requirements of the ®B fegarding communications with the audit committegarding Ernst & Young's
independence and discussed with Ernst & Young thdapendence.

Based on the review and discussions with manageamehbur company’s independent registered pubtowaating firm referred to
above, we recommended to our company’s Board afdbirs that the audited consolidated financiakstaints be included in our company’s
Annual Report on Form 10-K for the fiscal year eshde=cember 31, 2010 for filing with the SEC.

Audit Committee:

Darrell R. Tukua, Chair
Mark N. Greene
Michael L. Lomax
Jeffrey W. Taylor

14



Table of Contents

PROPOSAL NO. 3—
ADVISORY VOTE TO APPROVE EXECUTIVE COMPENSATION (SA Y ON PAY)

As described in detail under the headirfgxecutive Compensation—Compensation Discussioiaalysis,” our executive
compensation programs are designed to attractyatetiand retain our named executive officers, ateocritical to our success. Under these
programs, our named executive officers are rewafolethe achievement of specific annual, long-tamd strategic goals, and the realization
of increased shareholder value. Please read @mnipensation Discussion and Analysigeginning on page 15 for additional details about
our executive compensation programs, includingrmfdion about the fiscal year 2010 compensatianuofnamed executive officers.

We are asking our shareholders to indicate thgipstt for our named executive officer compensasismescribed in this proxy
statement. This proposal, commonly known as a 8&pay” proposal, gives our shareholders the oppdst to express their views on our
named executive officers’ compensation. This vetedt intended to address any specific item of @sgtion, but rather the overall
compensation of our named executive officers aegttilosophy, policies and practices describethig fgroxy statement. Our Board of
Directors, upon recommendation of our Compensaiiommittee, recommends that you vote “FOR” the feitg resolution at the Annual
Meeting:

“RESOLVED, that the compensation of the named etkeewfficers, as disclosed in the Company’s Pr8xgtement for the 2011
Annual Meeting of Shareholders, including the Congagion Discussion and Analysis, compensation $aduhel related narrative disclosure
hereby approved.”

The say-orpay vote is advisory, and therefore not bindingpancompany, our Compensation Committee or our @oéDirectors. OL
Board of Directors and our Compensation Commitdaesthe opinions of our shareholders and to tiengxhere is any significant vote
against the named executive officer compensatiatisgtosed in this proxy statement, we will seekinoerstand our shareholders’ concerns
and the Compensation Committee will evaluate whedhg actions are appropriate to address thosescasic

Our Board of Directors, upon recommendation of ourCompensation Committee, recommends shareholders ofor the
approval of the compensation of our Named Executiv®fficers as disclosed in this proxy statement.
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PROPOSAL NO. 4—
ADVISORY VOTE TO APPROVE FREQUENCY OF SAY ON PAY VO TE BY SHAREHOLDERS (SAY WHEN ON PAY)

Our shareholders are entitled to indicate how feadiy we should seek an advisory vote on the cosgté@mn of our named executive
officers, as disclosed pursuant to the SEC’s corsgagon disclosure rules, such as Proposal 3 indledepage 11 of this proxy statement. By
voting on this Proposal 4, shareholders may indiediether they would prefer an advisory vote onedhexecutive officer compensation
once every one, two, or three years.

After careful consideration of this proposal, owaBd of Directors, upon recommendation of our Camspdon Committee, has
determined that an advisory vote on executive carsgiion that occurs every year is the most appatepslternative for our company, and
therefore our Board of Directors recommends thatwate for “One Year” as the interval for the adwvisvote on executive compensation.

In formulating its recommendation, our Board ofdgitors considered that an annual advisory votexenwive compensation will allo
our shareholders to provide us with their direptinon our compensation philosophy, policies armtiites as disclosed in the proxy
statement every year.

You may cast your vote on your preferred votingjfrency by choosing the option of one year, two yeaithree years or you may
abstain from voting.

The option of one year, two years or three yeasritceives the highest number of votes cast yebblders will be the frequency for
the advisory vote on executive compensation thategn selected by shareholders. However, bedaigseote is advisory and not binding
our Board of Directors or the company in any way, Board of Directors may decide that it is in Hest interests of our shareholders to hold
an advisory vote on executive compensation mofessrfrequently than the option approved by ourediaders.

Our Board of Directors, upon recommendation of ourCompensation Committee, recommends shareholders wofor the option of
once every year as the frequency with which sharelders are provided an advisory vote on executive agpensation.
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PROPOSAL NO. 5—
APPROVAL OF CAPELLA EDUCATION COMPANY INCENTIVE BON US PLAN

Our Board of Directors, upon recommendation of@oenpensation Committee, approved the Capella Educ@bmpany Incentive
Bonus Plan (the “Plan”) on February 23, 2011, suthije shareholder approval. The purpose of the Blémtie compensation directly to
performance metrics that we believe are importauoiir shareholders. The Plan provides cash awareligible management level employees
to encourage them to produce a superior returndoshareholders and to encourage those membemton in the employ of Capella
Education Company.

The basic features of the Plan are summarized bdlberPlan operates in a similar manner to theeot€apella Education Company
Annual Incentive Bonus Plan (the “Annual Plan”)cept that it provides for performance periods thay be longer or shorter than one fiscal
year in length. While the Company does not expeatdke any grants, other than an annual incentamstginder the Annual Plan in fisc
2011, the Compensation Committee has considerésimgwur executive officer compensation prograrmtdude a long-term cash incentive
award component. We are seeking shareholder agmbtree Plan so that the Compensation Committeelavbe able to grant such awards
commencing in fiscal 2012. The Plan will not becaeffective unless approved by our shareholdetbelfPlan is approved, we will cease
making incentive bonus awards under the Annual B&rause the Plan will allow us to make both anaualrds, as well as longer-term
awards. The Plan is a multi-year plan that candeel dior awards in 2012 and future years. We aiddrsgeehareholder approval of the Plan so
that certain amounts paid under the plan will dudbr the performance-based compensation exemgt@mn the $1 million limitation on
deductibility of compensation under Section 162@ithe Internal Revenue Code.

Administration.The Compensation Committee, all of whose memberinaiependent directors, will administer the Plathe extent
that awards relate to eligible management levelleyegs, and the Executive Committee will administer Plan to the extent that awards
relate to our chief executive officer. The CompeiesaCommittee and the Executive Committee, asiegiple, are collectively referred to as
the “Committee.” The Committee will have the authoto grant cash incentive awards upon such teomssistent with the terms of the Plan,
as it considers appropriate, to eligible managerssai employees. The Committee will have authaidtynterpret all provisions of the Plan,
to establish, amend, waive and rescind any ruldgegulations relating to the administration of Bian and to make all other determinations
necessary or advisable for the administration efRlan. The Committee may delegate its Plan adtratiizsn authority to our chief executive
officer and vice president of human resources vétiard to eligible management level employees whmat executive officers. Awards
granted pursuant to such delegated authority wiliiade consistent with the criteria establishetheyCommittee and will be subject to any
other restriction placed on the delegation by tben@iittee.

Eligibility . Any management level employee designated by dmrittee from time to time is eligible to participan the Plan. The
Committee determines which management level empkoyall participate in the Plan for a given yeaotrer performance period. Criteria
considered by the Committee when selecting managelea! employees include scope and level of resiidity, organizational impact,
internal equity and external competitiveness. Awdod management level employees who work less fiilhtime will be prorated
accordingly.

Determination of Performance Targefswards may be based on one or more of the folloy@dormance targets chosen by the
Committee:

. net revenue

. stock price

. market share
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. sales;

. earnings per shar

. return on equity

. costs;

. operating income

. net income before interest, taxes, depreciatiofoarainortization

. net income before or after extraordinary ite

. return on operating assets or levels of cost say

. earnings before taxe

. net earnings

. asset turnove

. total shareholder retur

. pre-tax, pre-interest expense return on invested cag

. return on incremental invested capi

. free cash flow

. cash flow from operation:

. customer satisfaction (i.e., learner satisfactiany

. learner succes

The foregoing metrics must be calculated and medsuaran objective manner. In addition to the foirg metrics, for any award, or
portion of an award, to a participant who is naosered officer under Section 162(m) of the IntéR@venue Code or that is not intended to

constitute performance-based compensation und¢io8d62(m) of the Internal Revenue Code, the parémce targets may include any
other measures as the Committee may determine.

The Committee may select different performanceetsrépr different participants in any performaneei@d. In addition to selecting the
performance targets, the Committee will also appribne level of attainment required to earn a paymader an award. The required level of
attainment can be measured as an absolute amouater share basis, as a change from a priorrp@afae period or relative to a design:
peer group or index of comparable companies. Thiepeance targets may be tied to corporate, granit, division, affiliate or individual
performance. The Committee also selects the pedioce period over which the performance will be mez

Determination of Cash Incentive Amounihe degree of attainment for each participaneteive an award will be determined by the
Committee. At the end of the performance period,Gommittee will certify in writing the degree tdiigh performance targets were attained
and the awards payable to the participants. Thiicfmants will receive payment in cash as soonrastjtable, but in no event later than two
and a half months after the performance periocardttime during the performance period, the Conmaittas discretion to amend the
performance targets to reflect material adjustmants changes to our policies, to reflect matec@iporate changes such as mergers or
acquisitions, and to reflect such other eventsrtpai material impact on the performance targetfyrspas such adjustments to awards
qualifying as performance-based compensation uBdetion 162(m) of the Internal Revenue Code witldisqualify the award.
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Maximum Payment3he maximum amount payable under the Plan to amgred officer under Section 162(m) of the IntefRalvenue
Code for any year cannot exceed $8 million.

AmendmentsThe Board of Directors may at any time terminatspgnd or modify the Plan and the terms and pravisof any award
any participant that has not been paid. Amendmenetsubject to approval of the shareholders ordudh approval is necessary to maintain
the Plan in compliance with the requirements oftiacl62(m) of the Internal Revenue Code.

Tax MattersAs described in the Compensation Discussion andyAisasection of this Proxy Statement, Section &§2{f the Internal
Revenue Code limits the deductibility of comper@apaid to our covered officers to $1 million peay. This limitation does not apply to
“performance-based compensation.” One of the cimmditfor qualification as “performance-based congadion”is that the shareholders m
approve the material terms of the performance targed re-approve those material terms every fagrs; Amounts paid under the objective
performance targets established under the Planwadier current tax law, qualify as performanceebasompensation if shareholders approve
the Plan.

Plan BenefitsThe Plan will be effective as of February 23, 28@long as it is approved at a meeting of the $iwdders at the meetin
As a result, the first awards granted under tha Rid relate to fiscal 2012. Amounts payable untler Plan for fiscal 2012 are not
determinable because the performance targets eget tgpportunities will not be set by the Committexil early in fiscal 2012. However, the
benefits paid to our named executive officers fanual incentives under the similar plan for fis2@lL0 are set forth under the Non-Equity
Incentive Plan Compensation column of the Summam@=nsation Table on page 26.

Our Board of Directors, upon recommendation of theCompensation Committee, recommends that shareholdewote for
approval of the Plan.
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EXECUTIVE COMPENSATION

Compensation Discussion and Analysis
Overview

The Compensation Committee of our Board of Directstablishes and oversees our compensation pregsthey apply to our
executive officers. The Compensation Committeesponsible for ensuring that our compensation pragrposition us to compete
successfully for skilled executive talent in oundynic business environment. The goal of our comgt@sprogram is to align compensation
with our shareholder interests, our business abgtregulatory guideposts, learner interestscatidre.

Capella has designed our compensation programsawitimary focus on overall company performancdlenderving learner interests,
and enhancing productivity. Compensation is desigoéde compliant with all U.S. Department of Ediararegulatory limitations and is
expressly not tied to driving enrollment leveldioancial aid levels. We target base pay, annuatetive incentives and our long term
incentive at a market median position. We belidwe allows us to best align with shareholder irtts@nd ensures that a significant portio
our executives’ pay is based on performance oljesti

Our Philosophy

We believe that compensation programs should belad increase shareholder value by linking coap®strategy and business
objectives. Five key business objectives and tmiresponding compensation element(s) are as fellow

i. Attract, retain and motivate talent (tied to salangl annual adjustment:

i. Pay for performance (tied to annual incentive pl

ii.  Align interests of business leaders with thosehafsholders (tied to long term incentive compenst
iv.  Align compensation with strategy (tied to long térmoentive compensation

v.  Not encourage inappropriate risk taking (tied tg&lns).

The underpinning of our compensation plans is ommmitment to our learners and to leading the omgitn with high integrity in a
way that reflects all of our corporate values.

Additionally, we believe compensation arrangementduding base salary, short- and long-term ineenbpportunities, perquisites and
other compensation, should be consistent with egleindustry norms and must comply with all apgdiearules and regulations including
United States Department of Education incentive memsation regulations.

Executive Summary

Key Actions and Decisions in 20Highlighted below are some of the key actions aecisions with respect to our executive
compensation programs for 2010 as approved by ¢imendittee with counsel from its independent composaonsultant, Aon Hewitt.

. The Committee and management reviewed and refreSapellas compensation philosophy. This provided a straugdation fo
the Committee to work with its new (as of late 2D6@mpensation consulting firm, Aon Hewitt, andedfective way to transition
leadership of the Compensation Committee as thdbchair retired from the Board in May 2010. Tra@nittee has a new ch
and two new members, including one with considerahhir experienct
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. The Committee divided the review of our peer group two phases, each to be conducted in succegsars. This allows for a
more in depth analysis while providing continuitydaannual review

. We formalized the process used to evaluate rissscieted with our compensation programs. The Cotaentompleted a formal
review of assessments by management and its coatp@nsonsultant relating to compensation risk. Toenmittee concluded
that our compensation policies and practices fmali 2010 do not create risks that are reasonielly fto have a material adverse
effect on us

. The Committee engaged in a year long discussidheodppropriate design of long term incentive pkanaddress the changing
marketplace, leadership demands, regulatory congei@nvironment and business challen

. In February 2011, the Committee adopted a polioyiging for the adjustment or recovery of compeiusain certain
circumstances related to certain financial restatém This policy applies to all future cash andiggncentive compensation
from the point at which the policy was adopted apglies to senior executives during and after theiployment with Capell:

Key Compensation Design Featur@ur compensation plans continue to reflect theesbf our company. Highlighted below are some
of the most important features.

. Independence of our Compensation Committee, thebraeship of which was expanded in 20

. Ongoing monitoring and compliance of our stock omhé@ guidelines

. Strong alignment of our lo-term incentive pay to executives with the interedtshareholders

. Consistency of our short-term incentive compensgatioexecutives with that of other management gtadf including those
directly engaged in enrollments, advising or finahaid), based on revenue and operating incc

Role of Compensation Consultants and Management

The Compensation Committee works with an exteindkpendent consulting firm, Aon Hewitt, who hasatler significant
compensation consulting engagements with manages&#pella. Aon Hewitt was hired by and report§i®Compensation Committee and
works collaboratively with management.

The consultants are engaged to:

. Compile/assess market competitiveness for the cosgtien of Capella’s executives, consistent withaampensation
philosophy,

. Provide counsel on Committee best practices, matiatges and responses to regulatory cha

. Review and provide input on the companies includeslir comparator group used for benchmarking pseppant

. Provide direction and input on the design of thert- and lon¢-term compensation progran

At times management recommends compensation wdrk tmnducted by the compensation consultant, asicharket data collection

and review for specific positions. However, all gmnsation consultant work is authorized by the Catemprior to any work being
completed by the consultant.

In 2010, Aon Hewitt facilitated a discussion of fiemmittee and management on Capella’s compensahii@sophy. This resulted in
the restated position outlined at the beginninthif document. This work also resulted in significdiscussion of the appropriate form of the
long term incentive plan to accomplish the Commitestated goals.
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Management, including the CEO, CFO and SVP Cajelfgerience, works collaboratively with the consuodsato:

. Ensure the consultar understanding of executive positions to be bencketh

. Provide guidance on business objectives and pasiiih designing the sh- and lon¢-term incentive plans, ar
. Provide input on the value and contributions ofékecutive officers

Additionally, our finance and legal departmentsvisied information to the Compensation Committeénsportant accounting, tax,
financial, disclosure and other legal matters thay be applicable to plan design and implementat@sisions. The following management
representatives regularly participate in Compensafiommittee meetings: CEO, CFO, SVP Capella Egped, General Counsel, Senior
Corporate Attorney, and Director of Total Rewards.

Our CEO makes recommendations to the Committeetdabewcompensation of executive officers other thiamself.

Compensation Determination

BenchmarkingWe benchmark our executive compensation againgotherofit education sector, along with the gehenarket for
executive-level talent, at least once annually.

Our annual peer group review process, conducteq éuggust, is divided into two phases in alterngars: (i) review and affirm
criteria (i.e. industry, size, etc.); and (ii) rewi current peer group companies to determine ifsdwoyld be considered for removal, consider
the impact of such change, and decide if any nede added.

In 2010, we conducted the second phase of our pso¥ée maintained our comparator group used ipt&a@ous two years, with the
exception of the removal of SkillSoft, as they acelonger a public company. Our comparator growgdsmbination of competitors in the
education field and companies outside of educatitim similar business models. When comparators \selected, we identified high
performing mid-cap companies that are demonstrdtigly growth, and in which both technology and casr retention/renewal played a
significant role in their success. Our specific pamators are listed below in numbers one and td@mbe

For purposes of comparison to companies in th@fofit education sector in 2010, we used threesyg@esources: (1) public filings for
companies in the education industry, including: Aicen Public Education, Inc., Apollo, Blackboardgr€er Education Company, Corinthian
Colleges, DeVry, ITT Educational Services, K12 &tdayer, and (2) public filings for companies odésthe education industry, including
Administaff, Advisory Board Company, Allscripts Herecare Solutions, Corporate Executive Board, Fohsulting, Huron Consulting,
Interactive Data Corporation, Monster Worldwide, iiagstar Inc., WebMD Health Corporation and Weigfdatchers, and (3) well-
established third party executive compensationesusources that include a representative samplegahizations The list of comparator
companies may change over time. The public filintiszed provided us information on the compengafar our comparatorgbp five namet
executive officers. The information from all compidentified is grouped together to form a raagd median. A standard deviation is
identified to provide perspective on the amountariability in the data between companies.

We believe it is important to understand and compar compensation to other for-profit educatianatitutions. These firms vary
greatly in size, approach and even target custoRogrthose that are significantly larger or smaltesize (e.g. revenue, income, and/or
enrollment), their compensation data provides goifitreference rather than targets. The Compems@mmnmittee will be reviewing the peer
group in 2011 to ensure alignment with our compemsghilosophy.
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In 2010, working with the Committee’s executive gmnsation consultant, Aon Hewitt, we benchmarkedcompensation against our
comparator group and against general industry gerteoking at base salary; total cash compensatibicth is comprised of base salary and
short-term incentive compensation; and total dicechpensation, which is comprised of total cashpemsation plus the value of long-term
incentive compensation. In making decisions orctirapensation for Executive officers, the Committeasidered the executive’s
experience, performance, and competitive benchmgutici align pay and performance. The Committeeckged the resulting executigetotal
compensation relative to the benchmark data ansiders the pay of each executive appropriate velati market median pay.

Capella’s CEO uses the market data provided bgdhsultants (along with an assessment of the peéioce and impact of each
executive) to recommend to the Committee the apatepcompensation levels (base pay, short-ter@nitive compensation target and long-
term incentive target) for each of the other Eximeubfficers. This was taken into considerationtteesCommittee made its decisions. The
Committee had sole responsibility for the final gensation decisions for all Executive officers.

Performance Assessment of Executive Management

Each year, the Executive Committee of the Boamiodctors conducts a performance review of the CIE®.other Executive officers,
the CEO prepares the performance assessment aridgzdo the Compensation Committee. Both the CE&/&w and the review of the
Executive officers are focused on achievement e€ic, measurable organizational goals and milesspand on demonstration of key
leadership competencies. Following this reviewhef CEO, the Executive Committee directs the Comgt@rs Committee to prepare a
recommendation of compensation for the CEO. Themaeendation, which considers the market benchmguiérformed, and the
performance of the CEO, is made to the Executiven@iitee who makes the final determination on therepriate compensation. In the case
of the Executive officers other than the CEO, tleOrovides to the Compensation Committee his cosgtéon recommendations. The
recommendations are reviewed in light of the mablegichmarking and performance of each Executivieasftflf agreed, the Committee
forwards these recommendations to the Executiverfiittee for final approval.

In 2010, the Executive Committee of the Board afbiors conducted an annual review of our chietetiee officer, Mr. J. Kevin
Gilligan, consistent with the above described pssce

At the direction of the Executive Committee, then@pensation Committee developed a proposed compemd$at Mr. Gilligan, using
the performance assessment along with the markatptdepared by the consultants. This proposal exdswed, and submitted for final
approval, by the Executive Committee of the BodrDioectors.

2010 Changesin Named Executive Officers

In May 2010, Capella announced that Ms. Martinjaevice president and chief financial officer, idleave the organization at the
end of 2010. Her replacement, Steven Polacek, wed m September 2010.

In hiring Capella’s new CFO, the Compensation Cottaaiconsulted the same sources of data referémtled previous section on
benchmarking to ensure an appropriate compenspéickage was offered. The compensation philosoptijned above served as the prim
guiding principle: ensuring the package (1) supmbthe need to attract an executive with the apjaiapskill sets to create and lead our
company through expected future growth in a dynagompetitive environment; (2) included elements tire directly tied to performance
metrics that we believe are important to our shaldgrs; (3) reflected a balance between shortd@amglterm, risk and security, and reward
and retention, and lastly (4) was consistent walevant industry norms and in compliance with pplacable rules and regulations including
U.S. Department of Education incentive compensatgulations.
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Mr. Polacek was provided a base pay and annualoaigdterm incentive pay targets that are consistattt our pay philosophy and the
market data. He received a new hire grant of msttistock units approximately equal to the pratgirtion of his target annual grant.

Compensation Elements

It is our practice not to enter into employmentesgnents for our employees, except in the caserd€B®, Mr. Gilligan who was hired
in 2009. We have selectively offered signing boswsed/or guaranteed incentive compensation fofisteyear of employment.

Our current executive compensation mix includesoiewing elements: base salary; short-term inisendpportunity, generally in the
form of annual cash bonuses based on achievementmgfany and individual performance objectivesgloerm incentive opportunity, in the
form of both stock options, and restricted stockaufRSUs); severance benefits; and other bengditerally available to all employees.
Perquisites are not a significant component ofexaéicutive compensation. The majority of the valiighe short-term incentive opportunity in
2010 was based on annual company financial perfocmahe rest on individual performance. The l@rgitincentive compensation, based
on long-term appreciation in value of our stoclgrianted with 67% of the value in stock option a¥gaand the remaining value delivered in
the form of RSUs.

Base SalaryBase salary reflects the experience, knowledgés sitid performance record the executive bringhégposition, and is
influenced by market factors.

The Compensation Committee annually reviews sadoieour executive officers against performanca miarket survey data. In 2010,
four of our named executives officers held posgioommonly held in other organizations (CEO, CF®,Marketing, University President),
and thus were directly benchmarked to similarheditpositions in our peer comparators’ organizatidn some cases, market competitive
information may be difficult to obtain due to unegduties and responsibilities of a particular positin those cases, Capella matches
positions to the closest comparable peers consisidmour strategy. This was the case for Mr. @atpr and Ms. Chial in 2010, who served
in the capacities of SVP Strategy and Business Dpugent and SVP Capella Experience, respectively.

Consistent with common practice in executive conspénn our consultants proposed, and the Compensabmmittee approved, that
we group our senior executives into three tierlective of the scope of their assignment and cbations to Capella. These tiers allowed the
consultants to expand their benchmarking and wd tisgse tiers to align salary ranges, and shom-gerd long-term incentive targets.

Individual executive base salaries may be adjusésgd on individual performance, company perforraamz placement relative to
compensation benchmarks. The performance assesBmench executive includes an evaluation of perémce against objectives
established at the beginning of the year and detradizs of leadership competencies. In evaluatixerative performance for purposes of
merit pay adjustments, the Compensation Commiteansiders overall company performance, angénfmrmance of the functional area
(s) under an executive’s scope of responsibility.

Annual Incentive Opportunitythe annual incentive opportunity for our executiigeprovided through our cash-based management
incentive plan. The purpose of the plan is to siecaitive compensation directly to performance mstwe believe are important to our
shareholders, along with factors which drive bussrguccess such as learner outcome managemenmtlanhs intended to encourage eligible
management employees to produce a superior redquouf shareholders and to remain in the empldgadella. The management incentive
plan is based on targets that reward strong comfiaaycial performance and growth, year over yaad is administered to comply with
Department of Education guidelines described aliotieis Compensation Discussion and Analysis ufi@eerview.” The Committee
reviewed the design of this plan and determineenitained appropriate and effective.
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The level of participation for each executive ia #imnual incentive plan is based upon the degreditth his or her position impacts
overall financial performance of the company, alsé &y benchmarking target incentive compensateorls to comparable positions in our
peer companies.

Target award opportunities were established as@eptage of the executive’s base salary, and rafiged40 to 100 percent of base
salary for 100 percent achievement of targets 020

At the beginning of each year, the Compensation i@ittee approves a payout matrix that details pagppbrtunities based on the
company’s achievement of plan objectives for thaeryelpon completion of the fiscal year, executikeseive incentive payments, if earned,
pursuant to the terms of the management incentaregnd the payout matrix approved at the beginofrihe year.

In making its annual determination of minimum, &trgnd maximum payout levels under the annual theeplan, the Compensation
Committee may consider any specific and unusualigistances facing us during the year. Specifitke2010 plan and executive payouts
appear in following sections.

Long Term Incentive Opportunitg€apella believes that an important way to aligncatges’ interests with those of the shareholders i
to use equity grants in long-term compensation.eajs long-term incentives for executives haverbeemprised of equity grants with
greater than one year vesting (most frequentlyksbptions with four year progressive vesting). 01Q, the value of our annual grant was
comprised of approximately one-third of its valdehe total grant in the form of restricted stociita (with three year cliff vesting) and the
remainder in the form of stock options (with foway progressive vesting).

Equity grants are generally made once annuallyigibke executives. As needed to attract qualifteeididates, we make an equity grant
at the time of hire. Alternately, a newly promotedcutive is eligible for a grant commensurate whtir level at the next regularly schedu
annual grant. At times, our Committee may idergifiyeed to strengthen retention value for a keywdkecand do so through a special
compensation grant. In 2010, our CEO, Mr. Gilligaas provided an equity grant, described in thé@etitled “Plans and Executive
Compensation Decisions”.

Target grant levels are reviewed each year anblyséite Compensation Committee. The Committee detesrthe amount of the long-
term incentive opportunity by comparing to compariiethe for-profit education sector and appropriimparators outside the education
sector. The same set of comparators is used ®b#richmarking as are used to benchmark base gaghart-term incentive opportunity. As
is the case for salary and shtatm incentives, the benchmark information providesedian value and range for each position. Tiuegss i
outlined above in the section titled, “Benchmarking

Target grant levels for each executive are expdease percent of the executives’ base pay. Target values for our executive
officers range from 65 to 230 percent of base galarmaking decisions on the grant levels for éhefficers, the Committee referenced the
range of competitors’ lonterm incentive targets (as described above), andidered the performance level and experienceaf erecutive
Actual grants made to named executives in 2010appéehe table titled “Grants of Plan-Based Award2010".

Perquisites and Other Compensati@imployee benefits offered to key executives aréggdes to meet current and future health and
security needs for the executives and their familiexecutive benefits are generally the same atbffered to all employees, except that
medical insurance premiums are paid in full bydbmpany for the named executive officers enroliedur medical benefit plan. The
employee benefits offered to all eligible employeedude medical, dental and life insurance besgfihort-term disability pay, long-term
disability insurance, flexible spending accountsrfeedical expense reimbursements, and a 401 (kgnetint savings plan that includes a
partial company match. In addition, named executifieers are eligible to participate in our Senkotecutive Severance Plan.
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The 401(k) retirement savings plan is a definedrdmution plan under Section 401(a) of the IntefrRalvenue Code. Employees may
make contributions into the plan, expressed ag@eptage of compensation, up to prescribed IRSadimits. We provide an employer
matching contribution of 100% on the first 2% offayee pay contributed, and 50% on the next 4%gfleyee pay contributed, for a
maximum match of 4%.

Our Senior Executive Severance Plan applies tmanred executive officers and certain other seniecetive officers. The plan
provides severance benefits upon the occurrencertdin triggering events. The Compensation Conemittelieves that such a plan is
necessary to attract and retain key executivasdarcompany’s competitive employment market. Ouri@dexecutive Severance Plan pays
additional benefits to most executives covereddineder in the event of a change in control followgdn involuntary termination or
termination for good reason. The Compensation Cdteenchose this “double trigger” design becaubelieved such design to be most
consistent with current best practices.

Under our 1993 and 1999 Stock Option Plans, anteddsut unexercised stock options at the time tiferment may be exercised for a
period of 60 days and three months, respectivéligr eetirement. Under our 2005 Stock IncentivenPlaested but unexercised stock options
may be exercised for up to one year after retiremen

2010 Plans and Executive Compensation Decisions

The compensation philosophy outlined above sergat@primary guiding principles for compensatiecidions regarding Mr. Gilliga
and the other named executives. The Committee @eresi individual performance, market competitivenesed for retention, the most
effective means to align the interests of busiheasders with those of shareholders and align cosgiem with the business strategy. Set f
below is a discussion of compensation actions d&henamed executive officer, which reflects howG@enmittee viewed compensation in
2010.

Generally, the Committee’s compensation action€d0 reflect the continued strong performancedid®2and 2010 ahead of the
company’s initial projections. These decisions destiate that the Board is focused on holding leadecountable, retaining and rewarding
our strong leaders, building stability in our leesdép team and driving long-term growth and protlitgt

Base salary adjustments were generally quite mo@ibete of the named executive officers had in@eas between two and four
percent. This reflected their market position amthiidual performance. Mr. Van de Loo was granted base salary increases during the
in recognition of his expanded scope, growth arbpmance in his position. His compensation weatfr$220,000 to $260,000 during the
year. Mr. Gilligar's increase of 13% reflected the success achiev@09 and the increasing complexity of his positigiven our regulatory
and market environment.

In light of the strong Company performance in 2608 reflective of the Committee’s interest in poing a significant incentive for
Mr. Gilligan to remain with Capella, the CommitteeEommended to the Board which approved an additimme time equity award to
Mr. Gilligan. The Committee granted 5,610 RSUs \itle year cliff vesting. This was made at the sdaiime as his annual grant.

The annual cash incentive plan payments are odtlixeéow. This plan is designed to allow the nameztetive officer to earn above
target compensation only where Capella as a Comgelers. As a corporation, Capella exceeded ablighed expectations for both
operating income and revenue. As such, our 2010arnmcentive plan will pay out at approximatelyO%b of target with variation based on
individual performance to set goals as describéovbe
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2010 Annual Incentive Plagapella Education Company manages our annual iegpiain within the framework of the shareholder-
approved Annual Incentive Plan. A portion of ousltdased incentive plan permits payments that itotestperformance-based
compensation” which are therefore exempt from thenfllion limit on deductible compensation undectan 162(m).

In 2010, the annual incentive plan was based oedhgany’s overall annual financial performancewali as individual operational
goal results. Our plan provided participants anoopmity to earn from 0 to 200 percent of the t&&ddncentive depending on the degree to
which the company achieved its annual performatgectives for revenue, operating income and theetetp which the participants
performed on their individual key objectives.

In 2010, the financial metrics accounted for 75cpat of the targeted incentive opportunity. Reveaespunted for 60 percent and
operating income accounting for 40 percent of tharfcial component of the targeted opportunity sMaeighting is based on our belief that
revenue growth is a more critical goal at this stafjour development, is more important to our shalders, and is the key driver for
continuing to improve operating income growth.

Additionally, select plan participants (includinly @éxecutive officers) identified individual objeegs. The objectives of the executive
officers were reviewed and approved by the Committed reflect key financial, functional, departna¢ior individual goals which are critic
contributors to our organization’s long-term healttd success. The individual goals of our namedwgike officers are concentrated in the
areas of regulatory compliance, talent managenpeodluctivity/cost management, academic quality launglness development initiatives
appropriate to their specific job responsibiliti®se individual objectives create increased accthility for key deliverables. Below are those
performance factors considered in determining earhed executive’s bonus payment for the 25 pewdethieir bonus tied to individual

goals.

2010 Annual Incentive Plan Measures and Weights
Applicable to: CEO, CFO, SVPs, VPs and some Dimsdto Key Operating Roles

Plan Components and Measures Weights
Company Financial Measur 7%
Revenue 4%
Operating Incom 3%
Performance on Key Individual Goz 25%
Incentive Opportunity for Achieving 100% of all Tgats 10C%
2010 Annual Incentive Plan Payout Levels
Payout Level as Percentage of Level of Achievement Compared to
Applicable Objective (1) Objective
Operating
Income
Revenue Growtt Growth (@)
50% 18.1% 24.3%
100% 23.4% 36.3%
200% 30.0% 53.8%
Range from 0 to 200¢ Performance on Key Goe

(1) Performance ratings on the key goals compocemtrange from 0 — 100 percent. Performance betwéa@mum and maximum levels
would result in prorated payments to plan partictpalf Capella performs above 100 percent on fifedrgoals, the executives’ bonus
opportunity on the individual goal portion of thelan will rise consistent with the fir' s financial performanct

(2) Achievement of operating income growth of atsie24.3 percent of the target is required as ditton for any payout for revenue
performance
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This annual incentive plan has the necessary mamagecontrols to limit the amount of operating Asksing both revenue and
operating income with minimum levels before payisyiossible and caps on maximum payouts.

In 2010, we achieved $426.1 million in revenue &84.7 million in operating income. Based on the borad results achieved for these
plan components, participants earned a total 1j3€x&ent of the targeted incentive opportunity iA@0

2010 Annual Incentive Plan Individual Goal Resuiterformance against the objectives listed belowaaied for 25 percent of each
executive’s total bonus opportunity, with the exéapof Mr. Polacek, who, due to his date of hitiel not participate in the individual goal
component of the annual incentive plan. Assessfgmrformance against these goals for all exeeutiticers was done by the CEO and
presented to the Compensation Committee.

Mr. Gilligan’s performance on his goals determimee-quarter of his bonus payment. In particul&2da0, the Executive Committee
evaluated Mr. Gilligan on financial performanceoasgiined in the annual operating plan, quality anthpliance objectives, marketing and
product development performance, talent and cuttexelopment objectives. As a result of his perémmoe, the Compensation Committee
awarded Mr. Gilligan 100 percent of his target bopotential relating to his individual performance.

Based on Ms. Martin’s performance and achievemanteader of the Company’s finance group, her iianof leadership to
Mr. Polacek, and execution of changes in learmariting and talent management, Mr. Gilligan recomaed that the Compensation
Committee award Ms. Martin 100 percent of her tabgmus potential relating to her individual perfiance objectives. The Compensation
Committee accepted Mr. Gilligan’s recommendation.

Dr. Offerman filled the role of interim UniversiBresident in 2010, while Capella conducted a natisearch for Mr. Cassirer’s
replacement. Capella hired Mr. Larry Isaak in Nobem As such, Dr. Offerman’s performance and a@hients were evaluated based on his
leadership of the University. Mr. Gilligan recommded that the Compensation Committee award Dr. @ff@r100 percent of his target bo
potential relating to his individual performancgeatives. The Compensation Committee accepted Mig&’'s recommendation.

Based on Ms. Chial's performance and achievemenisaaler of the Company’s human resources andrtiaeler Capella experience
groups (which include enrollment services, advisangd learner administration), her successful ei@twn specific measureable service
goals, her previously outlined people strategy laerdleadership of the operational realization afer differentiation, Mr. Gilligan
recommended that the Compensation Committee awardClkial 100 percent of her target bonus potergiating to her individual
performance objectives. The Compensation Comméiteepted Mr. Gilligan’s recommendation.

Mr. Carpenter served as our Senior Vice PresideStrategy and Business Development. In partical&010, the CEO evaluated
Mr. Carpenter on his successful development andwutia of a business development strategy. As@treghis performance, Mr. Gilligan
recommended and the Compensation Committee appesvadiard to Mr. Carpenter of 100 percent of higeibonus potential relating to
individual performance.

Mr. Van de Loo served as our Vice President offBliot Strategy. His performance on his goals deteet one-quarter of his bonus
payment. In particular in 2010, the CEO evaluated\W&n de Loo on his development and executionem product introductions,
marketing/brand plan and talent development. Aesalt of his performance, Mr. Gilligan recommended the Compensation Committee
approved an award to Mr. Van de Loo of 100 peroé¢his target bonus potential relating to his indial performance.
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2010 Long Term Incentive Plan Awardfie Committee’s 2010 long term incentive equityngi@vard levels were consistent with the
performance level Capella realized in 2009 (overa8% of plan), with variations based on individpatformance. Grants ranged from 90 to
125 percent of the executives’ market based tagatds.

2011 Variable Pay Plans
2011 Management Incentive Pldn.2011 Capella applied very similar principleste design of the short-term (annual) management
incentive plan as we did in 2010.

The level of participation for each executive isé@d upon the degree to which his or her positigreitts overall financial performance
of the company, and also on market competitiveofactTarget award opportunities are establishedmercentage of the executive’s base
salary, and ranged from 50 to 100 percent of balseysfor 100 percent achievement of targets.

. Financial measures which drive bonus earning oppdrés are year-over-year revenue growth anddtel lof operating income.
We consider both revenue and operating incomepayics which are aligned with shareholder intess

. A component that pays for achievement of quantiédytisignificant key learner satisfaction improversehas also been included.
This is shared by all plan participar

. A component that pays for achievement of key itiités/objectives for all plan participants is usedocus executives on
important long-term, non-financial goals, includiegrner outcome management, academic excellentecanse quality,
productivity and process improvement, operatiomaklence in learner initiatives, efficiency, talenanagement and
development, and new business developn

All such 2011 plans and individual goals for oueEutive officers have been reviewed and approvettidyompensation Committee.

Operating risk is managed in the same way in 2@lih @010 with a minimum performance threshold, imaxn payout cap and use of
multiple metrics.

Awards in this plan are made under the provisidrte@shareholder approved incentive bonus plan.

2011 Annual Incentive Plan Design: Measures andgitsi

Weights
Applicable to the all Applicable to Selec

Plan Components and Measures Executive Officers Leaders*
Company Financial Measur 70% 0%

Operating Incom 35% 0%

Revenue 35% 0%
Shared Learner Satisfaction Objecti 20% 40%
Key Initiatives/Objective: 10% 60%
Incentive Opportunity for Achieving 100% of All Tgets 10(% 10C%

* In compliance with anticipated U.S. Departmentafucation guidance, select leaders in our enraitraervices, financial aid and
advising groups who are directly actively invohiadhe practical decision making which influencey-do-day activities, policies and
practices with regard to how select positions axtewith learners and make decisions as it retatéigancial aid, enrollment and re-
enrollment practice will be excluded from the st@mtannual incentive plan. That plan bases the payof incentive compensation on
Capella’s revenue and operating income, both otkwhre tied closely to enroliment. Capella will tone to provide incentive
compensation as a portion of total compensatiothfese select leaders, but do so on the basisief nbn-financial goals and
performance standards, to ensure compliance Wa®E regulations
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As the DOE has not yet finalized their guidancéhfor-profit educational sector, Capella may mpthie annual incentive plan for
select leaders. Any such changes will be refleirtamir 2011 Proxy.

Our annual incentive plan’s minimum threshold (#neel below which management will earn no bonug) m@aximum (the level above
which management’s bonus payment remains statieset consistent with our annual financial plaayrRents to plan participants for
performance between minimum and maximum levelshalprorated. The Compensation Committee belichepayout schedules provide
appropriate rewards for achieving year-over-yeaunn.

2011 Management Incentive Plan Design: Payout lssveP011 Long Term Incentive Plaim 2010, the Committee engaged in a
discussion with management and our consultantteriéne the best approach to long term incentigeth@ organization faces significant
changes in the regulatory environment and increasetpetition, to ensure alignment with our shardéd’ interests in the creation of long
term value. No changes were made at this timeg@ldn or the target levels as a part of our exessittotal compensation.

In 2011, the long term plan will include annualmsaof a mix of RSUs and stock options which vesra three to four year period. 1
value of the award will be comprised of 33% restidcshares, 67% options.

Policies and Practices

Grants of Equity AwardsCapella has a clear and consistent policy foraulitg grants which stipulates that no grants sbetlur on a
date when our insider trading window is closed,achtincludes the period beginning the sixteenthafahe third month of a quarter, and
continuing through the second trading day afterlease of the previous quartegarnings, in addition to other times throughbatytear whe
we may be aware of material, non-public information

This policy helps ensure that option grants areevad time when any material information that ratigct our stock price has been
provided to the market and, therefore, the exemig® or value of the award reflects the fair eatd our stock based on all relevant
information.

Promotional and other discretionary grants may patwegularly scheduled Committee meetings througkthe year. The full Board of
Directors must approve all equity awards to nondegge directors. In the case of option awardsgettercise price of the option award is set
equal to the closing price of our common stocktendate of grant.

Equity Terms and ConditionsSince 2006, the terms of new stock options deerRoeed seven years. At that time, we also adapted
practice of issuing nonqualified stock options distontinued issuing incentive stock options. \festchedules for option awards are
generally four years, at 25 percent per year. igsgthedules for awards of RSUs are generally tygaecliff vesting. We believe this
schedule reinforces performance over the long teutnich will ultimately be reflected in the stockige.

Stock Ownership Guidelinds. December 2008, our Board of Directors revisadstock ownership guidelines for our officers. The
amended guidelines (shown below) clarify the posgicovered under the guidelines. The intent ofjthidelines is for executive officers to
retain the equity awarded by Capella until the Egple retention amount is satisfied, rather th@ating an expectation that executives need
to make open market purchases to meet the guidelver to satisfying the guidelines, the onlyrpited disposition is sale/forfeiture to
cover income tax liability associated with optioeecises, the lapsing of restrictions on restrictiedtk awards or the constructive receipt of
shares underlying restricted stock units. Comphkaisaneasured at the time of proposed sale traaraaising recent trading prices to
determine fair market value.
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The Retention Guidelines remain unchanged andsafellaws® :

Position Company Common Stock Value Equal to:
Chief Executive Office Four times annual sala

Chief Operating Office@ Three times annual sala

Senior Vice Presiden Two times annual salai

Vice President One times annual sala

(1) These stock ownership guidelines apply to \Reesidents who have been identified as “officess”’durposes of Section 16 of the
Securities Exchange Act of 1934 except for the fRuRce/Controller and those holding an executifie@f position on an “acting” or
“interim” basis.

(2) There is currently no one who holds the title ofe€l®perating Officer

The stock ownership guidelines can be met througtlitig shares, in-the-money vested stock optioasted restricted stock or
restricted stock units or a combination of thesgitgdypes. For executive officers other than tHedCor CFO, exceptions to the guidelines
must be approved by the CEO or the CFO and reptotdte Compensation Committee. For the CEO or G@eptions must be approved
by the Compensation Committee. Lastly, our instdedling policy prohibits executives from engagingriargin loans or otherwise pledging
their shares. All sales by our executives in 20&danmade in accordance with the stock ownershigedjoes.

Accounting and Tax Impact of Executive Compensd&iograms.Section 162(m) of the Internal Revenue Code of 188@&mended,
imposes a $1 million limit on the amount that alpubompany may deduct for compensation paid toctirapany’s CEO or any of the
companys four other most highly compensated executiveeef§ who are employed as of the end of the yeas.lifhitation does not apply
compensation that meets the requirements undeioBd@2(m) for “qualifying performance-based” compation (i.e., compensation paid
only if the individual’s performance meets pre-bstined objective goals based on performance @itgproved by shareholders).

A portion of our cash-based annual management fiveeplan permits payments that constitute “perfance-based compensation”
which are therefore exempt from the $1 million timin deductible compensation under Section 162{im. portion of our LTI awards that is
in the form of stock options (67% of the valuelwé LTI in 2010) would also be exempt from the $1liom limit on deductible compensation
under Section 162(m). All other portions of our @xive compensation plans are subject to 162(m).
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COMPENSATION COMMITTEE REPORT

The Compensation Committee has discussed and redidve Compensation Discussion and Analysis withagament. Based upon
this review and discussion, the Compensation Coteeniecommended to the Board of Directors thaCtvapensation Discussion and
Analysis be included in this proxy statement.

Compensation Committee:

Andrew M. Slavitt, Chair
Michael A. Linton

David W. Smith

Jeffrey W. Taylor
Sandra E. Taylor
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Summary Compensation Table

The following table shows, for (i) our chief exeigetofficer, (ii) each person serving as our cfiiigéncial officer, (iii) the three other
most highly compensated executive officers of mmpany, and (iv) a former executive who would ot¥ise have been one of our three n
highly compensated executive officers, togethegrrefl to as our named executive officers, inforamationcerning compensation earned for
services in all capacities during the fiscal yearded December 31, 2010, December 31, 2009 andchibece31, 2008.

Non-Equity Al
Incentive Plan Other
Stock Option Compensatior compen-
Salary Bonus Awards Awards sation Total
Name and Principal Position Year ($) ($) ($) $ $) @ $) O ($)
J. Kevin Gilligan 201C 629,80¢ — 1,009,83! 1,303,79 893,95! 10,85¢ 3,848,25:
Chief Executive Office 200¢ 464,42. 20,00( 634,16: 617,50¢ 600,59¢ 10,50¢ 2,347,19
Steven L. Polace 201C 113,84¢ 300,08 — 143,77t 15E 557,86:
Senior Vice President and Chief Financial
Officer @
Sally B. Chial 201C 308,76¢ — 112,69¢ 287,57¢ 233,11¢ 10,31¢ 952,48:
Senior Vice President—Capella Experience 200¢ 257,73¢ — 81,93¢ 164,66 130,10: 10,22( 644,66"
200¢ 218,65- — — — 59,15¢ 9,56 287,38(
Kyle M. Carpente 201C 330,11! — 85,97 219,72 249,08: 10,35¢ 895,24¢
Senior Vice President—Strategic Business
Developmen
Jason Van De Lo 201C 240,76¢ — 86,86! 222,95: 182,57. 10,20¢ 743,36
Vice Presider—Marketing
Michael J. Offermal 201( 286,84t — 86,86! 222,95: 213,77. 10,28: 820,71¢
Chancellor® 200¢ 294,00( — 51,21( 102,91¢ 147,000 10,29: 605,42:
200¢ 291,03¢ — — 158,90° 78,77 9,68¢ 538,40t
Lois M. Martin 201C 372,57 — — — 365,49t 10,42¢ 748,49¢
Former Senior Vict 200¢ 338,38! — 122,90« 247,00: 248,97t 10,36¢ 967,63°
President and Chief 200¢ 312,19 — — 241,71¢ 105,77¢ 9,72¢ 669,41:

Financial Officer®)

(1) Valuation based on the grant date fair valuthefawards granted in each fiscal year, calculm@dcordance with ASC Topic 718. See
Note 9 to our consolidated financial statementdtieryear ended December 31, 2010 for a descripfitine assumptions used in e:
year presente(

(2) Based on 2010 company performance, incentive@swvere paid out at 150.8% of target incentivgoojunity; for further information,
see table und¢“Grants of Plan Based Awards in 2" below.

(3) Represents the value of our matching contributiothé 401(k) plan accounts of the named execufiveeos, and the premiums we p:
for group term life insurance on behalf of the ndregecutive officers. The amounts for 2010 inclt

. For Mr. Gilligan, a 401(k) matching contribution i@ account of $9,800 and life insurance premipaid on his behalf in the
amount of $1,05¢

. For Mr. Polacek, a life insurance premiums paichiznbehalf in the amount of $1&

. For Ms. Chial, a 401(k) matching contribution ta hecount of $9,800 and life insurance premiums pai her behalf in the
amount of $518

. For Mr. Carpenter, a 401(k) matching contributiorhis account of $9,800 and life insurance premipaid on his behalf in the
amount of $555

. For Mr. Van de Loo, a 401(k) matching contributiorhis account of $9,800 and life insurance prensipeid on his behalf in the
amount of $405
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(4)
()

(6)

. For Dr. Offerman, a 401(k) matching contributiorhie account of $9,800 and life insurance premipaid on his behalf in the
amount of $482

. For Ms. Martin, a 401(k) matching contribution tertaccount of $9,800 and life insurance premiunid pa her behalf in the
amount of $62€

Mr. Polacek joined our company as Senior Vice Rliedi and Chief Financial Officer effective Septembe2010.

Effective November 1, 2010, Dr. Offerman transiédrfrom his position as Interim University Presid@armerly Senior Vice Preside
— External Initiatives) and became President EmeatuCapella University. Dr. Offerman continuestsve as our employee, but in a
nor-executive capacity. Effective March 4, 2011, Drfe@han was appointed Chancellor of Capella Uniwer

Effective September 7, 2010, Ms. Martin trainsiéd from her position as Chief Financial Offickts. Martin continued to serve as a
Senior Vice President until the termination of Berployment effective January 3, 20
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Grants of Plan-Based Awards in 2010

The following table sets forth certain informatiooncerning plan-based awards granted to the naresitve officers during the fiscal
year ended December 31, 20

All Other
" . Option Awards: Grant Date
Estlmate'd Possmlg Payouts Under All Other Stock Number of Exercise ol Fair Value of
Non-Equity_Incentive Plan Awards Awards: Securities Base Price Stock and
Number of Underlying of Option Option
Grant Threshold Target Maximum Shares of Options Awards Awards
Name Date ¢ $) @ $)® Stock or Units 4) #) 6) ($/Sh) 6) ($)
J. Kevin Gilligan 314,90 629,80t 1,259,61!
5/11/201( 11,33¢ 1,009,83!
5/11/201( 40,35( 89.0¢ 1,303,79
Steven L. Polace 12/2/201( 63,56 127,12: 254,24¢ 5,31¢ 300,08!
Sally B. Chial 77,19: 154,38! 308,76¢
5/11/201( 1,26t 112,69¢
5/11/201( 8,90( 89.0¢ 287,57¢
Kyle M. Carpente 82,52¢ 165,05¢ 330,11
5/11/201( 96& 85,97:
5/11/201( 6,80( 89.0¢ 219,72:
Jason Van De Lo 60,19: 120,38! 240,76¢
5/11/201( 97t 86,86
5/11/201( 6,90( 89.0¢ 222,95¢
Michael J. Offermai 71,71 143,42 286,84¢
5/11/201( 97t 86,86:
5/11/201( 6,90( 89.0¢ 222,95:
Lois M. Martin 121,08¢ 242,17! 484,35(

(1) Reflects the minimum cash incentive payout fidssinder the Management Incentive Plan for 20dich was 50% of target incentive
opportunity.

(2) Reflects the target cash incentive payout possibber the Management Incentive Plan for 2010 fares@ment of 100% of targe

(3) Reflects the maximum cash incentive payout possibter the Management Incentive Plan for 2010aétievement in excess of 10l
of target and up to the maximum, which was 200%ugjet incentive opportunity. Based on actual glelnievement, a payout of
150.8% was earne

(4) Reflects restricted stock units granted underamnual executive grant program. These vest andrhe 100% exercisable on the third
anniversary of the date of gra

(5) Reflects stock options granted under our anaxetutive grant program. These vest and beconteisable in 25% increments on each
annual anniversary of the date of gr:

(6) Reflects fair market value on the date of gr

Determination of Fair Market Value for Option Award s of Common Stock

In determining the exercise price for stock optwant awards, under our 2005 Stock Incentive Riptipns must be granted at an
exercise price not less than the fair market vafusur common stock on the grant date, determinyegkference to the closing price of our
common stock on such date. Prior to our initial lfpubffering in November 2006, the valuation usedietermine the fair market value of our
common stock at each grant date was performechiltgrand contemporaneously with the issuance @biftions. The options expire on the
date determined by the Board of Directors but matyextend more than 10 years from the grant dategbons granted prior to August 2,
2006. On August 2, 2006, the Board of Directorsrapgd a change to our stock option policy to shotke contractual term from 10 years to
seven years for future grants. The options genebaltome exercisable over a four-year period. Steubject to options that expire or are
cancelled become available forissuance under the 2005 Plan. We have also issoeldaptions under two discontinued plans (the 189d
1999 Plans). Stock options issued pursuant to 988 And 1999 Plans are still outstanding, howewsexercised options that are canceled
upon termination of employment are not availablerésissuance.
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Employment Agreement Provisions
The following provisions for individual employmeagireements are applicable to understanding the easagion tables.

On January 20, 2009, we entered into an employagmaement with J. Kevin Gilligan, pursuant to whidh Gilligan agreed to serve
our Chief Executive Officer. Pursuant to the tewhlis employment agreement, Mr. Gilligan receivaehong other things: (1) an initial
annualized base salary of $575,000, (2) an irati@ual incentive compensation award targeted &l@this base salary, and (3) 6,000
shares of restricted stock, subject to a two-yatabie vesting period.

On October 25, 2004, we entered into a letter ageed with Lois M. Martin, pursuant to which Ms. Miaragreed to serve as our senior
vice president and chief financial officer. Purdui@nthe terms of the letter agreement, Ms. Maditeived, among other things, (1) an annual
incentive compensation award targeted at 40% o&heual base salary, and (2) an option to purch@8#00 shares of our common stock at
an exercise price of $20.00 per share, of whichalle vested. On May 3, 2010, we entered intorssitian agreement with Ms. Martin, whi
supercedes her letter agreement and governedrthe ¢ her continued employment through Januag031. Ms. Martin’s 2010
compensation was not impacted by her transitioangement, other than she was not granted any esuiyds when other executive grants
were made on May 11, 2010. As an incentive for Mattin to remain employed with us through the tiams period, she will receive a
$281,250 retention bonus, paid out over a twelvatmperiod following her employment terminationelaf January 3, 2011, subject to her
compliance with the provisions of terms of her Gdaiftiality, Non-Competition and Inventions Agreemedated November 15, 2004.

On December 15, 2010, we entered into a transgreement with Kyle M. Carpenter, which governstérens of his continued
employment until March 31, 2011. Pursuant to th$eof this agreement, Mr. Carpenter remains dégib participate in our 2010 annual
incentive compensation program. Mr. Carpenter’'S2fdmpensation was not otherwise impacted by aissition agreement.
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Outstanding Equity Awards at 2010 Fiscal Year-End

The following table sets forth certain informatiooncerning equity awards outstanding to the narmmeduive officers at December 31,
2010.

Option Awards Stock Awards
Number of
Securities Number of
Underlyi_ng Securities Option Number of )
Unexerciset Underlying Exercise Shares or Units Market Value of
Unexercised of Stock That Shares or Units o
Options Options Option Have Not Vestel
#) #) Price Expiration Stock That Have
Name Exercisable Unexercisable $) Date (#) Not Vested ($)
J. Kevin Gilligan 7,50(C 22,50( 51.21 5/11/201(®)
40,35( 89.0¢ 5/10/201°@
— — — — 3,00( 199,74(®)
6,10( 406,13
5,72% 381,174
5,61( 373,5149
Steven L. Polace — — — — 5,31¢ 353,87
Sally B. Chial 22,50( 7,50(C 51.6¢ 8/28/2014®)
2,00(¢ 6,00( 51.21 5/11/201(®
— 8,90( 89.0¢ 5/10/201°0)
— = — — 1,60( 106,521
— — — — 1,26t 84,22412)
Kyle M. Carpente — 6,80( 89.0¢ 5/10/201°(3)
— — — — 70C 46,60¢€14)
— — — — 96¢% 64,25(15)
Jason Van de Lo 1,05¢ 351 42.65 8/8/201416)
3,75(C 3,75( 66.2¢ 5/12/201'an
1,10C 1,10¢ 53.91 8/13/201118)
50C 1,50( 51.21 5/11/20129)
— 6,90( 89.0¢ 5/10/201°0
3,50( — 20.0¢ 10/26/20111)
— — — — 50C 33,29(2
— — — — 97t 64,9163
Michael J. Offermal — 2,23¢ 42.65 8/8/201424)
1,77¢ 3,55( 53.91 8/13/201!25)
— 3,75(C 51.21 5/11/201126)
— 6,90( 89.0¢ 5/10/201°@7)
— — — — 1,00(¢ 66,58((28)
— — — — 97t 64,9169
Lois M. Matrtin 4,60 — 20.0¢ 8/1/201:30)
6,892 2,297 42.65 8/8/201431)
5,40( 5,40( 53.91 8/13/201132)
3,00( 9,00( 51.21 5/11/201(@3)
4,124 — 20.0¢ 8/11/201'c4
— — — — 2,40( 159,79:35)

(1) Stock option granted on 5/12/2009 for 30,008rek vests and becomes exercisable in 25% increrarrgach yearly anniversary of the
date of the gran

(2) Stock option granted on 5/11/2010 for 40,358rek vests and becomes exercisable in 25% increrarrgach yearly anniversary of the
date of the gran

(3) Restricted stock award granted on 3/2/2009 for@dgtares vests in 50% increments on each yearlyemary of the date of grar
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(4) Restricted stock award granted on 5/12/2009 fad@shares vests on 3 years from the anniversahealate of gran

(5) Restricted stock award granted on 5/11/2010 fa2% shares vests on 3 years from the anniversahealate of gran

(6) Restricted stock award granted on 5/11/2010 fotGdhares vests on 5 years from the anniversahealate of gran

(7) Restricted stock award granted on 12/2/2010 fotBshares vests in 33% increments on each yeanlyexsary of the date of gra

(8) Stock option granted on 8/29/2007 for 30,00&reh vests and becomes exercisable in 25% increrorrdach yearly anniversary of the
date of grant

(9) Stock option granted on 5/12/2009 for 8,000 ahaests and becomes exercisable in 25% increrorrgach yearly anniversary of the
date of grant

(10) Stock option granted on 5/11/2010 for 8,90érek vests and becomes exercisable in 25% increroprdgach yearly anniversary of the
date of grant

(11) Restricted stock award granted on 5/12/2009 fod@ ghares vests on 3 years from the anniversahealate of gran

(12) Restricted stock award granted on 5/11/2010 fo83 shares vests on 3 years from the anniversahealate of gran

(13) Stock option granted on 5/11/2010 for 6,808reb vests and becomes exercisable in 25% increrarrgach yearly anniversary of the
date of grant

(14) Restricted stock award granted on 8/13/2009 forsh@es vests on 3 years from the anniversaryeoddte of gran

(15) Restricted stock award granted on 5/11/2010 forg&Bes vests on 3 years from the anniversaryeaddte of gran

(16) Stock option granted on 8/9/2007 for 1,407eshaests and becomes exercisable in 25% increrarrgach yearly anniversary of the
date of grant

(17) Stock option granted on 5/13/2008 for 7,508rek vests and becomes exercisable in 25% increroprdgach yearly anniversary of the
date of grant

(18) Stock option granted on 8/14/2008 for 2,208reb vests and becomes exercisable in 25% increrarrgach yearly anniversary of the
date of grant

(19) Stock option granted on 5/12/2009 for 2,00érek vests and becomes exercisable in 25% increroprdgach yearly anniversary of the
date of grant

(20) Stock option granted on 5/11/2010 for 6,90érek vests and becomes exercisable in 25% increropr@ach yearly anniversary of the
date of grant

(21) Stock option granted on 10/27/2005 for 9,7&éras vests and becomes exercisable in 25% inctemereach yearly anniversary of the
date of grant

(22) Restricted stock award granted on 5/12/2009 for&0es vests on 3 years from the anniversaryeodate of gran

(23) Restricted stock award granted on 5/11/2010 forg@ses vests on 3 years from the anniversaryeoddte of gran

(24) Stock option granted on 8/9/2007 for 8,93 teshaests and becomes exercisable in 25% increrarrdach yearly anniversary of the
date of grant

(25) Stock option granted on 8/14/2008 for 7,10érek vests and becomes exercisable in 25% increropr@ach yearly anniversary of the
date of grant

(26) Stock option granted on 5/12/2009 for 5,008reb vests and becomes exercisable in 25% increrarrgach yearly anniversary of the
date of grant

(27) Stock option granted on 5/11/2010 for 6,90érek vests and becomes exercisable in 25% increropr@ach yearly anniversary of the
date of grant

(28) Restricted stock award granted on 5/12/2009 fod@ ghares vests on 3 years from the anniversahealate of gran

(29) Restricted stock award granted on 5/11/2010 forg@ses vests on 3 years from the anniversaryeoddlte of gran
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(30) Stock option granted on 8/2/2006 for 18,41&rek vests and becomes exercisable in 25% increrarrgach yearly anniversary of the

date of grant
(31) Stock option granted on 8/9/2007 for 9,18ehaests and becomes exercisable in 25% increrarrgach yearly anniversary of the

date of grant
(32) Stock option granted on 8/14/2008 for 10,80ares vests and becomes exercisable in 25% inctsmereach yearly anniversary of the

date of grant
(33) Stock option granted on 5/12/2009 for 12,008rss vests and becomes exercisable in 25% inctemereach yearly anniversary of the

date of grant

(34) Stock option granted on 8/12/2005 for 4,12drek vested on 4 years from the anniversary afjithiet and became exercisable on
August 12, 200¢

(35) Restricted stock award granted on 5/12/2009 fad@ghares vests on 3 years from the anniversahealate of gran

Option Exercises and Stock Vested in Fiscal Year 20
The following table sets forth certain informatiooncerning stock option exercises by the namedutixecofficers in 2010.

Option Awards Stock Awards
Number of Share: Number of Sharet

Acquired on Value Realized Acquired on Value Realized
Name Exercise (#) on Exercise ($fV) Vesting (#) on Vesting ($)@
J. Kevin Gilligan — — 3,00( 251,31(
Steven L. Polace — — — —
Sally B. Chial — — — —
Kyle M. Carpente — — — —
Jason Van de Lo — — — —
Michael J. Offermal 15,03: 772,89¢ — —
Lois M. Martin 48,72 3,091,98: — —

(1) The value realized on exercise is calculatetthasnultiple of (A) either (i) the actual salescprof the shares underlying the options
exercised if the shares were immediately soldipth closing price of the shares underlying theans exercised if the shares were
held, minus (B) the applicable exercise price okthoptions

(2) The value realized at vesting is calculated azlining price of the shares on the date of ves

Potential Payments Upon Termination or Change-in-Cotrol

On September 11, 2007, we established the Capellagiion Company Senior Executive Severance Péderred to as the Senior
Executive Severance Plan, to provide severancapayther benefits to certain eligible employeesb@ eligible for the Senior Executive
Severance Plan, the employee must: (1) be desijaata participant in writing by our chief execatifficer, (2) be in a select group of
management or highly compensated employees witleimteaning of the Employee Retirement Income Sigyciat of 1974, (3) have
completed 90 days of service with us from the mesgént date of hire, (4) have their employment beated under certain circumstances,
(5) not be a participant in the Executive Severd@®lea applicable to certain other employees an@X6érute a release. The release contains
non-competition and non-solicitation provisionsttapply for a period of 12 months post-terminatidremployment, and confidentiality
provisions that apply indefinitely following terndtion of employment. As of December 31, 2010, thetigipants in the Senior Executive
Severance Plan included our chief executive offéget chairman of the board of directors and alli®erice president level employees and
vice president level employees, including all &f ttemed executive officers in the Summary Comparsaable.

Under the Senior Executive Severance Plan, as ssdesrdDecember 13, 2007 and August 14, 2008, afyjnglseverance event
occurs if, unrelated to a change-in-control, thier@n involuntary termination other

39



Table of Contents

than for cause. A qualifying event also occurdhimévent there is a change-in-control, and theaeviduntary termination of employment for
good reason or an involuntary termination othentfoa cause, within 24 months following the chamgeontrol. Participants who experience
a qualifying severance event will be eligible togwe severance benefits, based on their termimatient, including severance pay equal to
12 months of base salary (or 24 months, if follagyinchange-in-control), outplacement assistancagdo 12 months, and continuation
coverage under certain employee benefit plansgdoul2 months (or up to 18 months, if followingleange-in-control), subject to
adjustments as provided below. For employee beplgfit continuation, the departed employee mustipagmployee portion of applicable
premiums during the applicable continuation perjadf as he/she would have paid during his/her eympént. In situations involving a
qualifying termination within 24 months of the clgarin-control event, a participant (except the thiecutive officer) will also receive
payment of 200% of any targeted bonus for the gésgrmination. Severance pay is paid bi-weeklgéoordance with our standard payroll
practices over the number of months upon whichrsene pay is based. However, amounts payable dtirnfirst six months following the
participant’s termination may be limited, as neaegs$o be an “involuntary separation pay plan” unidéernal Revenue Code Section 409A.

To further comply with Internal Revenue Code SetdO9A, if a participant has a qualifying severaaeent in his/her first calendar
year of employment with the company, any amourtisretise payable to said participant under the Sdmiecutive Severance Plan dur
the first six months following termination will hgaid by the March 15th of the calendar year follugvihe calendar year in which the
participant terminated employment.

We have also provided specific severance benefiteitain of our executives under such executigegdloyment agreements, which
described below. The Senior Executive Severanae iflavides that any employment agreement that ety provides for the payment of
severance benefits will remain in full force anteef and that any amounts due and payable und&eahmr Executive Severance Plan will
reduced or offset by any similar amounts payabketduermination under an employment agreement.

Our Board of Directors, chief executive officer,amy other individual or committee to whom suchhauty has been delegated may
amend or terminate the Senior Executive Severalae(fhe “Plan”). The Plan cannot be amended tacedenefits or alter Plan terms,
except as may be required by law, for a perioddom@nths following a change-in-control, as defiirethe Plan. In addition, the Plan
provides that any amendment to the Plan or terioinaif the Plan, adopted within six months prioatohange in control will become null
and void upon the change-in-control event. The @dbikxecutive Severance Plan will terminate immesdyatipon our filing for relief in
bankruptcy or on such date as an order for ratiéfainkruptcy is entered against us.

For purposes of the Senior Executive Severance Béaitain terms are defined as follows:

. “Cause” means (1) employee’s commission of a camether act that could materially damage our rafor; (2) employee’s
theft, misappropriation, or embezzlement of ourmperty; (3) employee’s falsification of records ntained by us; (4) employee’s
failure substantially to comply with our writtenlmies and procedures as they may be publishedvised from time to;

(5) employee’s misconduct directed toward learnemgployees, or adjunct faculty; or (6) employeaitufe substantially to
perform the material duties of employee’s employthenhich failure is not cured within 30 days afeenitten notice from us
specifying the act of n-performance

. “Good Reason” means (1) the demotion or reducticheexecutive’s job responsibilities upon a CheirgControl;
(2) executive’s total target compensation is desgddy more than 10 percent in a 12 month periotB)aa reassignment of
executive’s principal place of work, without themnsent, to a location more than 50 miles fromrtpgncipal place of work upon
a Change-irzontrol. To be eligible for benefits, the executimast terminate employment for Good Reason witdim®nths afte
the date of the qualified Change-in-Control. Iniéidd, the executive must have provided writtenic®to us of the asserted Good
Reason not later than 30 days after the occurrehite event ol
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which Good Reason is based and at least 30 daysstpréxecutive’'s proposed termination date. We tag action to cure
executive’s stated Good Reason within this 30-dajog. If we take action, executive will not begdtile for Plan benefits if the
executive voluntarily terminate

. A “Changrin-Contro” shall be deemed to occur if any of the followinguac

(1) Any person or entity acquires or becomes a beméfievner, directly or indirectly, of securities Gapella representing 3£
or more of the combined voting power of our thetstanding voting securities, subject to certainegtions;

(2) A majority of the members of our Board of Diters shall not be continuing directors, for whialrgose continuing
directors are generally those directors who wermbezs of our board at the time we adopted the &tainthose directors
for whose election our Board of Directors solicifgdxies or who were elected or appointed by ouarBmf Directors to
fill vacancies caused by death or resignation dilltoewly-created directorship

(3)  Approval by our shareholders of a reorganizatinerger or consolidation or a statutory exchasfgmur outstanding voting
securities unless, immediately following such remigation, merger, consolidation or exchange, rafiudostantially all of
the persons who were the beneficial owners, reségtof our voting securities and shares immealiaprior to such
reorganization, merger, consolidation or excharegeeficially own, directly or indirectly, more th&5% of, respectively,
the combined voting power of the then outstandioiing securities entitled to vote generally in éection of directors ar
the then outstanding shares of common stock, asatbee may be, of the corporation resulting fronhsgorganization,
merger, consolidation or exchange in substanttallysame proportions as their ownership, immedigtebr to such
reorganization, merger, consolidation or exchanfeur voting securities and shares, as the cagedeiaor

(4)  Approval by the shareholders of (x) a compligpeidation or dissolution of our company or (yethale or other disposition
of all or substantially all of our assets (in omeacseries of transactions), other than to a catjmr with respect to which,
immediately following such sale or other dispositimore than 65% of, respectively, the combinedhgopower of the the
outstanding voting securities of such corporatiotitied to vote generally in the election of dirst and the then
outstanding shares of common stock of such corporé then beneficially owned, directly or inditc by all or
substantially all of the persons who were the her@fowners, respectively, of our voting secustand shares immediate
prior to such sale or other disposition in subssdlgtthe same proportions as their ownership, idiaely prior to such sa
or other disposition, of our voting securities ahares, as the case may

J. Kevin Gilligan Employment Agreemeldhder the terms of our employment agreement with@ltigan, in the event of
Mr. Gilligan’s involuntary termination of employmewithout Cause, as defined in the Senior Execufigeerance Plan, the severance
payable to Mr. Gilligan shall be not less than amoant equal to three times Mr. Gilligan’s annualizmse salary in effect immediately prior
to the date of termination of Mr. Gilligan’s emplognt.

Lois M. Martin Transition Agreemeritinder the terms of our transition agreement with Martin, the terms of which supercede and
replace her letter agreement and our senior execsgéverance plan, Ms. Martin was not entitledmy tarmination or change-in-control
payments as of December 31, 2010, other thangijrémsition payment of $281,250 pursuant to fearsition agreement; and (ii) acceleration
of vesting of equity awards under our equity inegnplan in the event of a change in control.

For purposes of the following tables, certain tersugeh as “cause,” “good reason,” and “change-im+cd’ are defined in the Senior
Executive Severance Plan as described above,tbg definition is more favorable to the executa® such term is defined in any letter
agreement between us and the executive, whichsoelascribed above.
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In the event that an involuntary termination of #mployment of a named executive officer other flearcause has occurred (assuming
a change-in-control had not occurred) on Decembge2@10, the following amounts would have been paigach named executive:

Value of
Insurance
Premiums
for Health,
Target Bonus Estimated De?_tiafléand
Base Compensatior Retention Value of Insurance
Salary Bonus Outplacement Continuation
Payment Payment Payment
Amount Amount Amount Assistance Total
Name OIS $) %) $) 1<) %)
J. Kevin Gilligan 1,950,00! — — 30,00( 17,10¢ 1,997,10!
Steven L. Polace 400,00( — — 30,00( 17,64¢ 447,64!
Sally B. Chial 312,00( — — 30,00( 14,01: 356,01:
Kyle M. Carpente 332,00( — — 30,00( 16,60¢ 378,60¢
Jason Van de Lo 260,00( — — 30,00( 9,42¢ 299,42¢
Michael J. Offermal 200,00( — — 30,00( 12,29¢ 242,29¢
Lois M. Martin — — 281,25(@) — — 281,25(

(1) Equal to 12 months of base salary in effect on bde 31, 2010 for all named executive officersggt@qual to three times annuali
base salary for Mr. Gilligar
(2) Reflects the employer share of the premiums forimgurance plans for 12 montt

. For Mr. Gilligan, includes medical insurance premgiof $15,277; dental insurance premiums of $7iid;liée insurance

premiums of $1,05¢

. For Mr. Polacek, includes medical insurance prersiofit16,181; dental insurance premiums of $798;lié@ insurance

premiums of $672

. For Ms. Chial, includes medical insurance premiwi$13,494; and life insurance premiums of $£

. For Mr. Carpenter, includes medical insurance puemsiof $15,277; dental insurance premiums of $@nd;life insurance

premiums of $55¢

. For Mr. Van de Loo, includes medical insurance poens of $8,250; dental insurance premiums of $ard}, life insurance

premiums of $40¢

. For Dr. Offerman, includes medical insurance prenswf $11,574; dental insurance premiums of $240;liée insurance

premiums of $482

(3) Payment amount as provided in Ms. M¢'s transition agreement, dated May 3, 2(

If, on December 31, 2010, a named executive offivesluntarily terminated his or her employmenthiit 24 months of a change-in-

control for good reason, or if the employment ofaaned executive officer was involuntarily termirthtgher than for cause within 24 months

of a change-in-control, the following amounts wobllre been paid to each named executive officer:

Value of
Insurance
Premiums
for Health,
Target Bonus Estimated Derll_ti?(leand
Base Compensatior Retention Value of Value of Insurance
Salary Bonus Acceleratec Value of Outplacement Continuation
Payment Payment Payment Accelerated
Amount Amount Amount Options Awards Assistance Total
Name W ®® (%) ) ®® © ©® $) 1S (%)
J. Kevin Gilligan 1,300,00! 1,300,00I — 345,82 1,360,56: 30,00( 25,66 4,362,05
Steven L. Polace 800,00( 600,00( — — 353,87: 30,00( 26,46¢ 1,810,34.
Sally B. Chial 624,00( 312,00( — 203,89 190,75: 30,00( 21,01¢ 1,381,66!
Kyle M. Carpente 664,00( 332,00 — — 110,85¢ 30,00( 2490¢ 1,161,76!
Jason Van de Lo 520,00( 260,00( — 46,62¢ 98,20¢ 30,00( 14,14: 968,97¢
Michael J. Offermai 400,00( 200,00( — 156,07¢ 131,49¢ 30,00( 18,44 936,01t
Lois M. Matrtin — — 281,25(7)  261,71! 159,79: — — 702,75
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1)

()

(3)
(4)

()
(6)

(7)

Equal to 24 months of base salary in effecbesember 31, 2010 for all named executive officetiser than Ms. Martin. Amounts
would be paid in bi-weekly installments over tharteof the severance period (calculated as the nuoflmonths during which the
participant is entitled to receive base salarybjestt to any six month delay in payments to comth Section 409A

Equal to two times the target bonus amounfigmal 2010 for all named executive officers. Amtauwould be paid in a lump sum upon
termination, subject to any six month delay in papts to comply with Section 409,

Based on the closing price of our common stock endinber 31, 2010, the last trading day of fiscA020f $66.58

Under the 2005 Stock Incentive Plan, optiorst e full if a termination of employment occurstiin three years of the change-in-
control.

Under the 2005 Stock Incentive Plan, forfeitprevisions on restricted stock cease if a ternomadf employment occurs within two
years of the chan~in-control.

Reflects the employer share of the premiums forimeuwrance plans for 18 months, as follo

. For Mr. Gilligan, includes medical insurance premgiof $22,915; dental insurance premiums of $1,a6d;life insurance
premiums of $1,587

. For Mr. Polacek, includes medical insurance prersiofits24,271; dental insurance premiums of $1,280;life insurance
premiums of $1,00¢

. For Ms. Chial, includes medical insurance premiwi$20,241; and life insurance premiums of $i

. For Mr. Carpenter, includes medical insurance puemsiof $22,916; dental insurance premiums of $1,46d life insurance
premiums of $83¢

. For Mr. Van de Loo, includes medical insurance poens of $12,375; dental insurance premiums of I, 88d life insurance
premiums of $60¢

. For Dr. Offerman, includes medical insurance prenswf $17,361; dental insurance premiums of $360;liée insurance
premiums of $722

Payment amount as provided in Ms. Mé's transition agreement, dated May 3, 2(

Summary of Other Provisions—Termination of Emplaytme

Disability TerminationExecutive officers whose employment terminatestdudisability have the following provisions specifo the

termination event:

. 70% of any unused paid time off balance at the tiftermination will be paid ou

. Under the terms of our stock option plans and stoc&ntive plan, all unvested options immediatedgtwupon termination, and the
employee has up to one year post-termination toceseeoptions before expiration. If a terminatiaredo disability had occurred
on December 31, 2010, the value of the accelegigdns for each named executive officer would Haeen as follows:

Mr. Gilligan—$345,825; Mr. Polacek—$0; Ms. Chial—&2895; Mr. Carpenter—3$0; Mr. Van de Loo—$46,629; Offerman—
$156,076; and Ms. Mart—$261,715.

. Under the terms of our stock incentive plan andreatricted stock unit (RSU) grant agreementspaatia portion of the RSUs
vest upon disability, calculated through the dhterecipient ceases to be an employee. If a tetimmdue to disability had
occurred on December 31, 2010, the value of thelaated restricted stock awards each named exeaifficer would have been
as follows: Mr. Gilligan—$533,838; Mr. Polacek—$178; Ms. Chial—$76,101; Mr. Carpenter—$35,221; Man de Loo—
$32,025; Dr. Offerma—$50,201; and Ms. Mart—$87,153.

. Under the terms of our long term disability inswramplan, assuming the executive has enrolled,xbeutive is entitled to receive
60% of their regular base salary, up to a maxim@i$16,000 a month, for as long as they are clasb#is disabled by the
insurance company. Such amounts will be paid byrthgrance company under the terms of our insulal
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RetirementSenior executive officers (which currently includslsexecutives at or above the vice presidentl)éneluding each of the
named executive officers) whose employment terremdte to retirement have the following provisispscific to the termination event:

. 70% of any unused paid time off balance at the tiftermination will be paid ou

. Under the terms of our 2005 Stock Incentive Plaa,@gmployee has up to one year post-terminatiexdccise any vested options
which were vested as of the termination date. Uttteterms of our 1999 Stock Option Plan, the eyg#dhas up to three months
post-termination to exercise any options which wesgted as of the termination date. Under the tefrasir 1993 Stock Option
Plan, the employee has up to sixty days-termination to exercise any options which weree@sts of the termination da

. The executive will be eligible to take a distritmticonsistent with reaching normal retirement age, the provisions specified in
the 401(k) retirement savings plan, from his ordmgount balanct

Death.

. Upon death, all stock options issued under the 386k Option Plan and the 2005 Stock Incentive Biecome immediately
exercisable, and remain exercisable for up to @ae following the event. If a termination due tattehad occurred on
December 31, 2010, the value of the acceleratadrapfor each named executive officer would havenbas follows:

Mr. Gilligan—$345,825; Mr. Polacek—$0; Ms. Chial—&2895; Mr. Carpenter—$0; Mr. Van de Loo—%$46,629, Offerman—
$156,076; and Ms. Mart—$261,715.

. Under the terms of our stock incentive plan andreatricted stock unit (RSU) grant agreementspaatia portion of the RSUs
vest upon death, calculated through the date dhddaa termination due to death had occurred eaddnber 31, 2010, the value
the accelerated restricted stock awards each naremlitive officer would have been as follows: Milligan—$533,838;

Mr. Polacek—$17,178; Ms. Chial—$76,101; Mr. Carpent$35,221; Mr. Van de Loo—$32,025; Dr. Offerman-6&91; and
Ms. Martir—$87,153.

Director Compensation
The following table shows, for the fiscal year eshd@@cember 31, 2010, all compensation that our emypaid to our directors.

Fees Earned o
Stock Awards

Paid in Cash Total
Name %W ($) ($)
Mark N. Greeng 50,00( 54,79( 104,79(
Michael Linton® 12,50( — 12,50¢(
Michael Lomax® 12,50¢( — 12,50¢(
Jody G. Miller 56,00( 204,65(® 260,65(
Stephen Shan 42,63¢ 54,79( 97,42¢
Andrew M. Slavitt 57,62¢ 54,79( 112,41!
David W. Smith 57,50( 54,79( 112,29(
Jeffrey W. Taylol 50,00( 204,65 254,65(
Sandra E. Taylc 50,00( 54,79( 104,79(
Darrell R. Tukue 61,00( 54,79( 115,79

(1) Fees reflect annual retainer and committeerpleson fees which were paid quarterly. Thesevieze the only cash compensation paid
to any director in 2010, with the exception of hank, who received $44,334 in cash compensatiosefwing as our executive
chairman until February 23, 201

(2) Mr. Linton and Dr. Lomax joined our Board of Direct on December 2, 201
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(3) For Ms. Miller and Mr. Taylor, a portion of daof their stock award equal to $149,860 was paid special equity grant. See “Special

Equity Grant—Miller and J. Taylc” on following page

The following table shows the aggregate numbehafes underlying outstanding stock options heldinydirectors as of December 31,

2010.
Shares Underlyinc
Shares Underlyinc Outstanding Stock
Outstanding Stock Exercisable Unexercisabl¢ Awards not Vestec
Option Awards
Name #) #) #) #)
Mark N. Greeng 10,00( 5,00( 5,00( 1,31¢
Michael A. Linton — — — —
Michael L. Lomax — — — —
Jody G. Miller 6,421 6,427 — 3,31¢
Stephen Shan — — — 61%
Andrew M. Slavitt 11,931 9,431 2,50( 1,31
David W. Smith 1,931 1,931 — 1,31¢
Jeffrey W. Taylol 1,931 1,931 — 3,31t
Sandra E. Tayla 13,927 13,927 — 1,31¢
Darrell R. Tukue 10,92¢ 10,92 — 1,31¢

In 2010, we paid each non-employee an annual eaamer of $50,000, paid quarterly, for fees asgedi with board and committee
service. Mr. Smith, our lead director, receivedadditional cash retainer of $7,500, paid quartévy. Tukua, the chair of the Audit
Committee, received $11,000, Mr. Slavitt, the clofithe Compensation Committee, received $7,628 Ms Miller, the chair of the
Governance Committee, received $6,000, all paidtgp. Each non-employee director has the optioreteive stock options in lieu of cash
compensation; in 2010, no directors made this ielect

Each non-employee director also received restristeck units valued at approximately $55,000, whiekt ratably over three years.

The Compensation Committee believes that a balaheguity and cash compensation for non-employeecttirs is the most
appropriate way to compensate them for board serfAmviding the non-employee director the abilitglect equity in lieu of any or all cash
compensation also offers some flexibility to thdiiidual members. Equity compensation also alignesitoard member’s interests with the
shareholders.

In 2010, the Board determined, upon recommendatidhe Compensation Committee, compensation facttrs would no longer
include an initial equity grant at time of appoirnt to the Board.

Special Equity Grants—Miller and J. Taylor

We have historically awarded initial equity gratisionmanagement directors when they join our Board oé@ors. Prior to our initie
public offering, several of our directors were lified with early stage investors and did not reeditial equity grants upon election. In
certain instances, such directors remained on oardafter they ceased to be affiliated with arester, and while no two situations are
identical, one former director previously affilidtevith an early stage investor received an ingglity grant, while Mr. Taylor and Ms. Miller
did not.

In 2010, our Compensation Committee consideredMiafaylor and Ms. Miller did not receive initiaquity grants from the company.
Mr. Taylor and Ms. Miller have continued to sengevaluable members of our Board since that timeiléthe Committee determined it was
not feasible to put Mr. Taylor and Ms. Miller inetiposition of having received initial equity grantsiecided to award each of them some
equity compensation, in addition to their annuahealg, to recognize the valuable contributions theeye made and continue to make
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to our Company. In August 2010, our Board appraveecommendation from the Compensation Committ@svird each Mr. Taylor and
Ms. Miller 2,000 restricted stock units with a graate fair value of approximately $150,000 andnata vesting over 3 years.

Director Stock Ownership Guidelines

Our Corporate Governance Principles include staakesship guidelines for our non-employee directbhsder these guidelines, each
such director should continue to hold the amourgqpfity compensation that he or she has been grégtas for service as a director over
of the past five years, excluding any equity congpgion that would have been paid in cash but ferdihector electing to receive equity.
Exceptions to this guideline should be authorizeddvance by the Governance Committee. As witregacutive stock ownership guidelin
we believe that these guidelines for directors penalignment between the interests of our corpdestdership and our shareholders.
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SECURITIES OWNERSHIP OF CERTAIN BENEFICIAL OWNERS A ND MANAGEMENT

The following table sets forth information with pest to the beneficial ownership of our commonlstag of January 15, 2011 by:

. each persons or entities, including any “groupthes term is used in Section 13(d)(3) of the Sei@sriExchange Act of 1934 (the
“Exchange Ac"), who is known to own beneficially more than 5% df tiutstanding shares of our common st

. each current directo

. each of the named executive officers; .

. all directors and executive officers as a grc

Beneficial ownership is determined in accordandé tfie SEC'’s rules. In computing percentage owrersheach person, shares of
common stock subject to options held by that petiahare currently exercisable, or exercisabl@iwi60 days of January 15, 2011, are

deemed to be outstanding and beneficially ownethayperson. These shares, however, are not deaumtstdnding for the purpose of
computing the percentage ownership of any othesqmer
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Except as indicated in the notes to this table@mrduant to applicable community property lawshesttareholder named in the table
sole voting and investment power with respect tosthares set forth opposite such shareholder’'s.r@emeentage of ownership is based on
16,310,399 shares of our common stock outstandintpouary 15, 2011. All fractional common share am®have been rounded to the
nearest whole number. The address for each exeafficer and director is Capella Education Compaigpella Tower, 225 South 6th
Street, 9th Floor, Minneapolis, Minnesota 55402.

Percent o
Amount and Nature of
Common
Name of Beneficial Owner Beneficial Ownership Stock
5% Shareholders (other than Mr. Shank)
Capital World Investors, In( 1,805,82 11.0%

333 South Hope Stre
Los Angeles, CA 9007

BlackRock, Inc® 1,211,79 7.4%%
40 East 5ndStreet
New York, NY 1002z

Neuberger Berman Group, LL® 1,115,93 6.84%
605 Third Avenue
New York, NY 1015¢

The TCW Group, Inc@ 957,49: 5.87%
865 South Figueroa Stre
Los Angeles, CA 9001

Waddell & Reed Financial, Inf) 886,07 5.4%%
6300 Lamar Avenu
Overland Park, Kansas 662

Directors and Named Executive Officers

Kyle M. Carpente 0 *
Sally B. Chial® 24,50( *
J. Kevin Gilligan@ 14,51¢ *
Mark N. Greene® 5,35( *
Michael A. Linton 0 *
Michael L. Lomax 0] *
Lois M. Martin® 41,95; *
Jody G. Miller® 7,021 *
Michael J. Offermai® 10,10¢ *
Steven L. Polace 0 *
Stephen G. Shar® 1,300,98. 7.98%
Andrew M. Slavitt(m 9,781 *
David W. Smith® 16,69¢ *
Jeffrey W. Tayloi© 7,321 *
Sandra E. Taylc® 14,52t *
Darrell R. Tukue@ 11,52« *
Jason Van de Lo® 10,64¢ *
All directors and executive officers as a group (19 persons) ©) 1,485,57. 9.0(%

*  Lessthan 19

(@) Based on a Schedule 13G filed under the Ex@awrtion February 7, 2011, as amended by a Sch&é8@éA filed on February 14,
2011, reporting beneficial ownership as of Decen®ier2010. Capital World Investors, a division @fptal Research and Management
Company (CRMC), is deemed to be the beneficial owné,805,826 shares of common stock believedetodistanding as a result of
CRMC acting as investment adviser to various inmesit companies registered under Section 8 of testment Company Act of 19¢
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(b)

(©

(d)

(€)

(f)
(9)
(h)
(i)
0]

Based on a Schedule 13G filed under the Exahawg on February 3, 2011 reporting beneficial osgh#g as of December 31, 2010.
The securities are beneficially owned by BlackRdok, and related affiliates. BlackRock, Inc. repdraving sole voting and sole
dispositive power over all 1,211,797 shal

Based on a Schedule 13G filed under the Exaha&mg on February 14, 2011 reporting beneficial erghip as of December 31, 2010.
The securities are beneficially owned by NeubeBgman Group LLC and related affiliates, reporteddficial ownership of 1,115,9
shares. Neuberger Berman Group, LLC reports hasliaged voting power over 960,520 shares and shiispdsitive power over all
1,115,939 shares. Neuberger Berman Group LLC malebmed to be the beneficial owner for purposd®ubé 13d-3 because certain
affiliated persons have shared power to retainspade of the securities of many unrelated cligdeiberger Berman Group LLC or its
affiliated persons do not, however, have any ecandmterest in the securities of those clients. Thents are the actual owners of the
securities and have the sole right to receive hagbwer to direct the receipt of dividends fronparceeds from the sale of such
securities. No one client has an interest of moaa 5% of the issue

With regard to the shares over which Neuberger Bar@roup LLC has shared voting power, Neubergem@arGroup LLC may be
deemed to be the beneficial owner for purposesutd R3d-3 because certain affiliated persons haseesl power to retain, dispose of
and vote the securities. Each of Neuberger Berni&hdand Neuberger Berman Management LLC serve ab-adviser and investment
manager, respectively, of Neuberger Berman Group’klvarious registered mutual funds which hold sueres in the ordinary cour
of their business and not with the purpose nor witheffect of changing or influencing the conwbthe issuer. The holdings of
Neuberger Berman Trust Co N.A., Neuberger BermastT€o of Delaware N.A., NB Alternative Fund Managat LLC, NB
Alternatives Advisers LLC and Neuberger Berman Bikecome LLC, affiliates of Neuberger Berman LL@g also aggregated to
comprise the holdings referenced herein.

Based on a Schedule 13G filed under the Exaha&mg on February 10, 2011 reporting beneficial erghip as of December 31, 2010.
The securities are beneficially owned by The TCV@upr; Inc, on behalf of itself and its direct andifect subsidiaries, Trust Company
of the West, TCW Asset Management Company and T@Wstment Management Company, which collectivelystitute The TCW
Business Unit. The TCW Business Unit is primarihgaged in the provision of investment managementces. The TCW Group, Inc.
has shared voting power over 823,410 shares amddst&positive power over 957,493 sha

Based on a Schedule 13G filed under the Exahawtjon February 8, 2011 reporting beneficial oshig as of December 31, 2010.
The securities are beneficially owned by one orarapen-end investment companies or other managediats which are advised or
sub-advised by Ivy Investment Management Compalf@Q™), an investment advisory subsidiary of WaddeReed Financial, Inc.
(“WDR”) or Waddell & Reed Investment Management Qamy (“WRIMCQO”), an investment advisory subsidiafiWwaddell &

Reed, Inc. ("WRI"). WRI is a broker-dealer and ungigting subsidiary of Waddell & Reed Financial $ees, Inc., a parent holding
company “WRFS/"). In turn, WRFSI is a subsidiary of WDR, a publictgded company

Consists of (1) 24,500 shares underlying optioasigd to Ms. Chial that are exercisable within 69

Consists of (1) 7,019 shares held by Mr. Giltigof which 4,019 shares are held directly by MHigan and 3,000 shares are unvested
restricted stock over which Mr. Gilligan has votipgwer, and (3) 7,500 shares underlying optionatgcato Mr. Gilligan that are
exercisable within 60 day

Consists of (1) 350 shares held by Dr. Greemne(3d) 5,000 shares underlying options grantedrtddeene that are exercisable within
60 days

Consists of (1) 17,500 shares held by Ms. Maif2) 24,020 shares underlying options grantddgsoMartin that are exercisable within
60 days, and (3) 432 shares held by the CapeliseReint Savings Plan for Ms. Mar's account

Consists of (1) 600 shares held by Ms. Miller a?)d§,427 shares underlying options granted to MieMhat are exercisable within |
days.
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(k)
()

(m)
(n)
(0)
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(s)

Consists of (1) 5,770 shares held by Dr. Offenm(2) 1,775 shares underlying options grantddrt@®fferman that are exercisable
within 60 days, and (3) 2,559 shares held by theelta Retirement Savings Plan for Dr. Offerr's account

Consists of (1) 897,234 shares held by Mr. &h#2) 10,062 shares beneficially held by the Segp6. Shank December 2010 7 Year
Grantor Retained Annuity Trust, the trustee of whkMary Shank Retzlaff, the reporting person’sglger; (3) 10,062 shares
beneficially held by Judith F. Shank December 20Mar Grantor Retained Annuity Trust, the trugtBevhich is Susan Shank, the
reporting person’s daughter; (4) 18,307 sharesflmaley held by the Stephen G. Shank October 20Near Grantor Retained Annuity
Trust, the trustee of which is Mary Shank RetzI4fé reporting persos’'daughter; (5) 18,307 shares beneficially heldumith F. Shan
October 2010 7 Year Grantor Retained Annuity Trte,trustee of which is Susan Shank, the repopt@rgon’s daughter; (6) 22,600
shares beneficially held by the Stephen G. Shadk Z0Year Grantor Retained Annuity Trust, the #asdf which is Mary Shank
Retzlaff, the reporting person’s daughter; (7) 87,8hares beneficially held by the Stephen G. SR80R 5 year #1 Grantor Retained
Annuity Trust, the trustee of which is Mary Shan&tRaff, the reporting person’s daughter; (8) 37,8bares beneficially held by the
Judith F. Shank 2009 5 year #1 Grantor Retaineduyiirust, the trustee of which is Susan Shan réporting person’s daughter;
(9) 30,595 shares beneficially held by the StepgBeShank 2009 2 year #1 Grantor Retained AnnuitisiTithe trustee of which is Mary
Shank Retzlaff, the reporting person’s daughtd?) @D,595 shares beneficially held by the JuditBlrank 2009 2 year #1 Grantor
Retained Annuity Trust, the trustee of which is&uShank, the reporting person’s daughter; (110®shares beneficially held by the
Stephen G. Shank October 2009 5 year #2 Grantairieet Annuity Trust, the trustee of which is Matya8k Retzlaff, the reporting
person’s daughter; (12) 9,809 shares beneficialg by Judith F. Shank October 2009 5 year #2 @reRetained Annuity Trust, the
trustee of which is Susan Shank, the reportinggressdaughter; (13) 5,689 shares beneficially thgithe Stephen G. Shank October
2009 2 year #2 Grantor Retained Annuity Trust,tthstee of which is Mary Shank Retzlaff, the repartperson’s daughter; (14) 5,689
shares beneficially held by Judith F. Shank Oct@@89 2 year #2 Grantor Retained Annuity Trust ttbstee of which is Susan Shank,
the reporting persos’daughter; (15) 6,735 shares beneficially heltheyShank Family Foundation, of which Mr. Shank tsustee; ar
(16) 149,577 shares held by reporting person’s spois a result, Mr. Shank has sole voting and disfgositive power over 897,234
shares and shared voting and shared dispositivempaver 407,750 share

Consists of (1) 350 shares held by Mr. Slawitt (2) 9,431 shares underlying options grantédrtSlavitt that are exercisable within

6Coog:i)gs of (1) 14,765 shares held by Mr. Sraittl (2) 1,931 shares underlying options grantédrtc&Smith that are exercisable within

?Z%r?ggs of (1) 5,396 shares held by Mr. Taylod &) 1,931 shares underlying options granted toTdylor that are exercisable witr

Zczoggiﬁs of (1) 598 shares held by Ms. Taytat @) 13,927 shares underlying options grantddgoTaylor that are exercisable within
ays

Consists of (1) 600 shares controlled by Mikdauas trustee of the Darrell R. Tukua Revocablestland (2) 10,924 shares underlying
options controlled by Mr. Tukua as trustee of tha@ll R. Tukua Revocable Trust that are exercesalithin 60 days

Consists of (1) 9,906 shares underlying optigrated to Mr. Van de Loo that are exercisabléiwi60 days and (2) 739 shares held by
the Capella Retirement Savings Plan for Mr. Vah.oe’s account

Includes (1) 126,875 shares underlying optgmasited to our directors and executive officers #na exercisable within 60 days and

(2) 1,776 shares held by the Capella Retiremeningawlan for the accounts of our executive offic
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CERTAIN RELATIONSHIPS AND RELATED PERSON TRANSACTIO NS

Related Person Transaction Approval Policy

Our Board of Directors has adopted a written relgterson transaction approval policy, which setthfour company’s policies and
procedures for the review, approval or ratificatidrany transaction required to be reported inammpany’s filings with the SEC. Our policy
applies to any transaction, arrangement or relgkifgmor any series of similar transactions, arramggs or relationships in which our
company (including any subsidiaries) is or willdearticipant and in which a related person hasegtdor indirect interest, but exempts the
following:

. payment of compensation by our company to a relpdesion for the related person’s service to ourgaom as a director, officer
or employee

. transactions available to all employees or all shalders of our company on the same te

. transactions, which when aggregated with the amoiali other transactions between our companyaarelated person (or any
entity in which the related person has an inter@sgplve less than $120,000 in a fiscal year;

. transactions in the ordinary course of businesiseasame prices and on the same terms as are waitibke to customers of the
company generally

The Audit Committee of our Board of Directors isajgprove any related person transaction subjetiggolicy before commencement
of the related person transaction. If such a tretisais not identified until after it has commedc#& must then be brought to the Audit
Committee, which will consider all options, incladiapproval, ratification, amendment, denial, teation or, if the transaction is completed,
rescission. The Audit Committee will analyze thidwing factors, in addition to any other facton® tcommittee deems appropriate, in
determining whether to approve or ratify a relgtedson transaction:

. whether the terms are fair to our comps

. whether the transaction is material to our comp

. the role the related person has played in arranfi@gelated person transacti
. the structure of the related person transactiot

. the interests of all related persons in the relgtdon transactiol

The Audit Committee may, in its sole discretionpiagve or deny any related person transaction. Aggrof a related person transact
may be conditioned upon our company and the rejagesbn taking any actions that the Audit Committeems appropriate. The Audit
Committee has delegated to its chairperson aughtariapprove or take any other action with respeet related person transaction that the
committee itself would be authorized to take punsua this policy.

Currently and during 2010, our company was notyg@rany transactions that were determined to lag¢a@ person transactions.
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EQUITY COMPENSATION PLAN INFORMATION

The following table provides information as of Ded#er 31, 2010, with respect to shares of our comstack that may be issued under
our existing equity compensation plans:

Weighted-average

Number of securities to be issue exercise price of Number of securities
outstanding options remaining available for
upon exercise of outstanding future issuance under
Plan Category options, warrants and rights warrants and rights equity compensation plan

Equity Compensation Plans
Approved by
Securityholder: 635,66 $ 53.1¢4 1,969,07@
Equity Compensation Plans
Not Approved by
Securityholder: none — nong
Total 635,66 @ $ 53.1¢ 1,969,07@

(1) Includes 574,337 outstanding options to purelsdmres of our common stock under the CapelladidumcCompany 2005 Stock
Incentive Plan, the Capella Education Company 12@@k Option Plan, and the Capella Education Comfi@83 Stock Option Plan
and 61,330 outstanding RSUs that will be settleti sfares of our common stock under the Capella&dhn Company 2005 Stock
Incentive Plan

(2) Includes 1,519,071 shares available for fuissaances under the Capella Education Company @@k Incentive Plan and 450,000
shares reserved for future issuance under an eepkstpck purchase plan that we may implement ifutioee.

SECTION 16(a) BENEFICIAL OWNERSHIP REPORTING COMPLI ANCE

Section 16(a) of the 1934 Act requires that our gany’s directors and executive officers file initieports of ownership and reports of
changes in ownership with the SEC. Directors arstetive officers are required to furnish our compuaiith copies of all Section 16(a) fori
they file. Based solely on a review of the copiesuxh forms furnished to our company and writtgpresentations from our company’s
directors and executive officers, all Section 16i{a)g requirements were met for the fiscal yeaded December 31, 2010, except that one
report was filed on June 15, 2010 as a result ofiaidtrative error for Ms. Taylor, reporting thdesaf two (2) shares of common stock on
August 20, 2009.
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ADDITIONAL INFORMATION

Our 2010 Annual Report and our Annual Report omFt6-K for fiscal year 2010, including financiah#ments, are being delivered
with this proxy statement. Shareholders whose shamreheld in a brokerage, bank or similar accadihteceive a Notice Regarding the
Availability of Proxy Materials from the organizati holding the account. The Notice contains ingions on how to access our proxy

materials on the Internet and how to request arpape-mail copy of our proxy materials, includiogr 2010 Annual Report and Annual
Report on Form 10-K.

As of the date of this proxy statement, managerkieotvs of no matters that will be presented for deteation at the meeting other tt
those referred to herein. If any other matters eriypcome before the meeting calling for a votslwdireholders, it is intended that the persons

named in the proxies solicited by our Board of Bliogs, in accordance with their best judgment, vdlle the shares represented by these
proxies.

Shareholders who wish to obtain an additional copgf our Annual Report on Form 10-K, to be filed withthe SEC for the fiscal

year ended December 31, 2010, may do so without cha by writing to Investor Relations, Capella Educéion Company, Capella
Tower, 225 South 6th Street, 9th Floor, MinneapolisMinnesota 55402.

By Order of the Board of Directors,

Ty P

Gregory W. Thom
Secretary

Dated: March 25, 2011
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*** Exercise Your Right to Vote ***

Important Notice Regarding the Availability of Proxy Materials for the
Shareholder Meeting to Be Held on May 10, 2011

Meeting Information
CAPELLA EDUCATION CO. Meeting Type: Annual Meetinc

For holders as of:March 14,201
Date: Time: 9:00
May 10, 2011 AMCDT
Location: Capella Towe

225 South 6th Stre:

3rd Floor Business Cent

Minneapolis, Minnesota 554(

You are receiving this communication because ydd kbares

in the above named compal

This is not a ballot. You cannot use this noticedte these shares.
This communication presents only an overview ofrtteae
complete proxy materials that are available to gouhe Internet.
You may view the proxy materials onlinevatvw.proxyvote.com

or easily request a paper copy (see reverse side).

We encourage you to access and review all of tip@itant
information contained in the proxy materials befeoting.

See the reverse side of this notice to obtain proxyaterials

and voting instructions.
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— Before You Vote—

How to Access the Proxy Materials

Proxy Materials Available to VIEW or RECEIVE:
1. Shareholder Letter 2. Notice & Proxy Statein 3. Annual Repo
How to View Online:
Have the information that is printed in the box keal by the arrow | XXXX XXXX XXXX | (located on the following page) &
visit: www.proxyvote.con
How to Request and Receive a PAPER or E-MAIL Copy:
If you want to receive a paper or e-mail copy @&sth documents, you must request one. There is @elior requesting a copy. Please
choose one of the following methods to make yoquest:

1) BY INTERNET: www.proxyvote.con

2) BY TELEPHONE:  1-80C-57¢-1639

3) BY E-MAIL* : sendmaterial@proxyvote.cc
* |If requesting materials by-mail, please send a blan-mail with the information that is printed in thexomarked

| XXX XXXX XXXX | (located on the following page) in the subjece!
Requests, instructions and other inquiries setttisoe-mail address will NOT be forwarded to yawdstment advisor. Please make the

reguest as instructed above on or before AeriIZDEL‘L to facilitate timelz deliven

— How To Vote—
Please Choose One of the Following Voting Methods

Vote In Person:If you choose to vote these shares in person ah#deting, you must reques” legal proxy.” To do so, pleas

follow the instructions alvww.proxyvote.corar request a paper copy of the materials, whichawihtain the appropriate instructions.
Many shareholder meetings have attendance requitsrimeluding, but not limited to, the possessibamattendance ticket issued by
entity holding the meeting. Please check the mgetiaterials for any special requirements for megegittiendance

Vote By Internet: To vote now by Internet, go www.proxyvote.conHave the information that is printed in the t

marked by the arrow [ XXXX XXXX XXXX | available and follow the instructior
Vote By Mail: You can vote by mail by requesting a paper copgnefmaterials, which will include a voting instriact form.

0000093627_2 R1.0.0.11€
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| Voting items |
The Board of Directors recommends that
you vote FOR the following:

1. Election of Director:

Nominees
01 J. Kevin Gilligan 02 Mark N. Greene 03 Michael A. Linton 04 Michael L. Lomax 05 Jody G. Miller
06 Stephen G. Shar 07 Andrew M. Slavitt 08 David W. Smith 09 Jeffrey W. Taylol 10 Sandra E. Taylo

11 Darrell R. Tukue
The Board of Directors recommends you vote FOR thfllowing proposal(s):

2 To ratify the appointment of Ernst & Young LLP as independent registered public accounting firmtfi@ fiscal year ending
December 31, 201

3 To submit an advisory vote on the executive comaims of our named executive officers (Say on P

The Board of Directors recommends you vote 1 YEARrothe following proposal:

4  To submit an advisory vote on the frequency withaltour shareholders will consider approving thenpensation for our Named
Executive Officers (Say When on Pa

The Board of Directors recommends you vote FOR thfllowing proposal(s):
5 To approve an Incentive Bonus Plan.

NOTE: To transact other business that may properly badimobefore the meetin
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| VotingInstructions |
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Important Notice Regarding the Availability of Proxy Materials for the Annual Meeting: The Shareholder Letter, Notice & Proxy
Statement, Annual Report is/are available at wwexpvote.com

CAPELLA EDUCATION CO.
Annual Meeting of Shareholders
May 10, 2011 9:00 AM CT
This proxy is solicited by the Board of Directors

The undersigned, revoking all prior proxies, appih Kevin Gilligan and Gregory W. Thom, or eitioéthem acting alone,
as proxies, with full power of substitution, to repent the undersigned and to vote, as indicatedeoreverse side and
otherwise in their discretion upon such other natéess may properly come before the meeting, alleshaf the common
stock of Capella Education Company that the ungeesl is entitled to vote at the Annual Meeting baf®holders of the
Company to be held at Capella Tower, 225 South 8ee§t3 Floor Business Center, Minneapolis, Minte&®402 on
Tuesday, May 10, 2011 at 9:00 a.m. CT and at ajopuatiment thereof. The undersigned hereby acknaydedeceipt of the
Proxy Statement of the Annual Meeting.

This proxy, when properly executed, will be votedr the manner directed herein. If no such directioris made, this
proxy will be voted in accordance with the Board oDirectors’ recommendations.

Continued and to be signed on reverse side
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@ Carerra Epvaation

COMPANY

CAPELLA EDUCATION CO.
225 SOUTH 6th STREET, 9TH FLOOR
MINNEAPOLIS, MN 55402

TO VOTE, MARK BLOCKS BELOW IN BLUE OR BLACK INK ASFOLLOWS:

VOTE BY INTERNET - www.proxyvote.com

Use the Internet to transmit your voting instrunticand for electronic delivery of
information up until 11:59 P.M. Eastern Time theg @&fore the cut-off date or meeting
date. Have your proxy card in hand when you acttessveb site and follow the
instructions to obtain your records and to createlactronic voting instruction form.

ELECTRONIC DELIVERY OF FUTURE PROXY MATERIALS

If you would like to reduce the costs incurred by oompany in mailing proxy
materials, you can consent to receiving all fujpnexy statements, proxy cards and
annual reports electronically via e-mail or theehniet. To sign up for electronic
delivery, please follow the instructions above tdevusing the Internet and, when
prompted, indicate that you agree to receive oesE@roxy materials electronically in
future years.

VOTE BY PHONE - 1-800-690-6903

Use any touch-tone telephone to transmit your goitistructions up until 11:59 P.M.
Eastern Time the day before the cut-off date ortmgelate. Have your proxy card in
hand when you call and then follow the instructions

VOTE BY MAIL

Mark, sign and date your proxy card and return ihie postage-paid envelope we have
provided or return it to Vote Processing, c/o Brdge, 51 Mercedes Way, Edgewood,
NY 11717.

KEEP THIS PORTION FOR YOUR RECORI

THIS PROXY CARD IS VALID ONLY WHEN

SIGNED AND DATEL DETACH AND RETURN THIS PORTION ONL'

2 To ratify the appointment of Ernst & Young LLP aso
independent registered public accounting firm far fiscal year
ending December 31, 2011

named executive officers (Say on Pay).

Please indicate if you plan to attend this mee

authorized officer.

For

All
The Board of Directors recommends you vote FOR thiollowing: O
1. Election of Directors
Nominees

01 J. Kevin Gilligan 02 Mark N. Gree

0€ Stephen G. Shank 07 Andrew M. Sle

11 Darrell R. Tukue
The Board of Directors recommends you vote FOR propsals 2 anc .
3. or

3 To submit an advisory vote on the executive comagms of our a

Yes

Signature [PLEASE SIGN WITHIN BOX]

Date

Withhold
All
O

03 Michael A. Lintor
08 David W. Smitt

Against
O

No

Please sign exactly as your name(s) appear(s)mevéloen signing as attorney, executor, administratoother fiduciary, please give full title aschu
Joint owners should each sign personally. All hrddaust sign. If a corporation or partnership, péesign in full corporate or partnership name, by

For All To withhold authority to vote for any

Except individual nominee(s), mark “For All
Except” and write the number(s) of
the nominee(s) on the line belo

04 Michael L. Lomay
09 Jeffrey W. Taylo

05 Jody G. Millel
10 Sandra E. Tayl

The Board of Directors
Abstain recommends you vote 1 YEAR on
the following proposal: .
O wing prop 1 year 2 years 3 years Abstain

4 To submit an advisory vote on the o o o o

frequency with which our
shareholders will consider
approving the compensation for our
Named Executive Officers (Si
When on Pay)

The Board of Directors

recommends you vote FOR the

following proposal: For  Against Abstain

5 To approve an Incentive Bonus o g g
Plan.

NOTE: To transact other business
that may properly be brought before
the meeting

O

Signature (Joint Owners) Date
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