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POST-SECONDARY EDUCATION MARKET OVERVIEW
Capstone believes the post-secondary education (PSE) market will experience 
unprecedented growth over the next three to þve years.  We see the expanding pool of 
potential students, the widening income gap between post-secondary educated and 
non-educated individuals, the increase in federal funding and the positive economic 
and demographic trends as the key factors expanding the PSE market over the next 
decade and beyond.  

Within PSE, Capstone believes that for-proþt vocational schools will be the market 
segment that drives the industryõs growth.  In 2004, for-proþt PSE institutions accounted for 
approximately $4 billion, or less than 2% of the $290 billion PSE market (U.S. Department 
of Education).   This market segment, however, is projected to grow rapidly, expected 
to become a $24 billion market by 2012, growing at CAGR of 18%. 

Out of the for-proþt PSE market, Capstone sees three-quarters of the job growth coming 
from six major groups of professional occupations:  information technology; allied 
health; cosmetology; esthetics; culinary arts; and allied trade professionals.  Together 
these groups will add nearly þve million new jobs by 2012.  

For-proþt post-secondary 
education is the fastest 
growing segment of PSE,  
expected to become a 
$24 billion industry by 2012, 
growing at a CAGR of 
almost 18%.

www.capstonel lc.com 1

 Capstone Partners LLC
  Mergers & Acquisitions

  Private Placements

CAPSTONE 
SEGMENT

HIGHLIGHTS

Post-Secondary Education



MARKET PERFORMANCE
Over the past two years, the PSE Index has consistently outperformed the 
Dow Jones Composite, NASDAQ 100, and the S&P 500 .  The steady return of 
the capital markets, compounded by strong PSE growth, are driving valuation 
multiples.  Capstone believes PSE companies will earn premium valuations 
over the next 6 to 18 months.
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THE CAPSTONE PSE INDEX

The steady return of 
the capital markets 
compounded by strong 
PSE growth are driving 
valuation multiples.  
Capstone believes PSE 
companies will earn 
premium valuations over 
the next 6 to 18 months.

The Capstone PSE Index is comprised of Apollo Group Inc. (APOL), Career Education Corp. (CECO), Concorde Career Colleges Inc. (CCDC), Corinthian 

Colleges Inc. (COCO), DeVry Inc. (DV), Education Management Corp. (EDMC), ITT Educational Services Inc. (ESI), Laureate Education Inc. (LAUR), Regis 

Corporation (RGS), Strayer Education Inc. (STRA) and Universal Technical Institute Inc. (UTI).  

S&P 500

NASDAQ 100Dow Jones Composite

Capstone PSE Index
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Over the past two years, 
market performance of 
the major PSE companies 
has improved by 73%.  
Presently, this group enjoys, 
on average, revenue and 
EBITDA multiples of 3.1x and 
12.7x, respectively.

Company Name Stock 
Price

Market 
Cap

LTM 
Revenue

LTM 
EBITDA EPS Cash & 

Equiv.
Total 
Debt

Apollo Group Inc. (APOL) $74.00 $13,625.5 $1,921.5 $647.6 $0.94 $123.7 $0.0

Career Education Corp. (CECO) 33.22 3,488.2 1,728.5 346.0 1.71 348.1 23.9

Concorde Career Colleges Inc. (CCDC) 17.14 102.0 81.7 9.9 0.84 18.6 0

Corinthian Colleges Inc. (COCO) 15.94 1,446.4 912.3 165.0 0.88 30.9 60.0

DeVry Inc. (DV) 18.11 1,274.4 779.5 122.1 0.60 132.4 190.0

Education Management Corp. (EDMC) 28.60 2,117.5 940.5 208.3 1.20 29.2 5.6

ITT Educational Services Inc. (ESI) 47.80 2,198.5 617.8 162.9 1.64 131.3 0.0

Laureate Education Inc. (LAUR) 43.46 2,099.0 591.4 120.3 1.23 90.8 104.6

Regis Corporation (RGS) 40.20 1,797.6 2,033.5 261.3 2.37 118.3 519.7

Strayer Education Inc. (STRA) 104.65 1,535.2 183.2 70.9 2.91 97.0 0.0

Universal Technical Institute Inc. (UTI) 34.45 960.2 269.4 60.3 1.12 45.8 0.0

Post-Secondary Education

Company Name Market 
Cap TEV TEV/ LTM 

Revenue
TEV/ LTM 

EBITDA
P/LTM Basic 

EPS
Apollo Group Inc. (APOL) $13,625.5 $13,241.6 6.9x 20.4x 78.4x

Career Education Corp. (CECO) 3,488.2 3,164.0 1.8 9.1 19.4

Concorde Career Colleges Inc. (CCDC) 102.0 79.9 1.0 8.0 20.4

Corinthian Colleges Inc. (COCO) 1,446.4 1,433.8 1.6 8.7 18.2

DeVry Inc. (DV) 1,274.4 1,338.9 1.7 10.9 30.2

Education Management Corp. (EDMC) 2,117.5 2,093.9 2.2 10.1 23.8

ITT Educational Services Inc. (ESI) 2,198.5 1,865.6 3.0 11.4 29.1

Laureate Education Inc. (LAUR) 2,099.0 2,135.4 3.6 17.8 35.3

Regis Corporation (RGS) 1,797.6 2,199.0 1.1 8.4 17.0

Strayer Education Inc. (STRA) 1,535.2 1,412.4 7.7 19.9 36.0

Universal Technical Institute Inc. (UTI) 960.2 914.5 3.4 15.2 30.6

High 7.7x 20.4x 78.4x
Low 1.0 8.0 17.0
Mean 3.1 12.7 30.8
Harmonic Mean 2.1 11.4 25.8
Median 2.2 10.9 29.1

PSE Trading Multiples

PSE Public Company Financial Data

DEFINITIONS:

LTM - Last twelve months

EBITDA - Earnings Before Interest, Taxes, Depreciation and Amotization

TEV - Total Enterpreise Value

EPS - Earnings Per Share



PSE CONSOLIDATION OUTLOOK
Because of its significant long-term growth prospects, Capstone believes that 
large, public players will make early moves to position themselves to capture near-
term and long-term marketshare.   We believe programmatic and geographic 
diversification will drive the consolidation activity over the next year.   

LARGER PLAYERS WILL BROADEN EDUCATIONAL OFFERINGS

Thus far, for-profit education establishments have tried to expand market 
opportunity and industry presence through niche offerings.  We believe larger 
players will look to emerging post-secondary companies with broader, more 
integrated educational scopes. 

GEOGRAPHIC DIVERSIFICATION STRATEGY

Capstone believes that larger players will make acquisitions that not only 
expand their educational offerings, but also expand their geographic footprint.  
States where populations are growing the fastest (e.g. Florida, Texas, Arizona 
and California) will be see the most activity.  Larger schools will look to cross-
utilize curricula and standardize, replicate, and leverage successful internal 
processes.

The desire for international expansion will also drive acquisitions. The overseas 
for-profit PSE market is vast and untapped. High growth prospects in dense 
populations like India and China and the increased popularity of IT offshore 
outsourcing will hold the attention of the larger players. 

ALLIED HEALTH WILL BE NOTICEABLY ACTIVE

The acquisition pace in the Allied Health sector will continue to be strong.  Both 
financial and strategic buyers have been focused on this area and in turn, we 
see the consistent activity continuing beyond 2005.  With the entrance of both 
Career Education and DeVry, competition will be fierce, resulting in a strong 
acquisition environment.

VALUATIONS WILL EXPAND

Multiples have shown expansion and will continue to expand for large school 
transactions.  The  6-12 larger acquisition targets remaining will, if traded, drive 
even multiples higher. However, schools with $2-7 million EBITDA will likely see 
multiples of 6x to 8x, depending upon the nature and interest of the buyer.  We 
see large school transactions  commanding multiples of 10x or greater. 
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Multiples have 
shown expansion...
schools with $2-7mm 
of EBITDA will  see 
multiples of 6x to 8x, 
depending upon the 
nature and interest of 
the buyer. 
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RECENT NOTABLE TRANSACTIONS 
  Huron Capital Partners acquires Ross Learning
March 10, 2005 - Ross Learning LLC, a leading provider of post-secondary education 
and training services has successfully completed a management-sponsored equity 
recapitalization lead by Huron Capital Partners LLC.  This marks Huronõs sixth new platform 
investment and second signiþcant PSE investment within the last eight months. 

   Willis Stein & Partners acquires Education Corporation of America (òECAó)
January 1, 2005 - Willis Stein & Partners announced the acquisition of a majority stake in 
ECA from Prospect Partners LLC. The terms of the transaction were not disclosed.  ECA 
operates  information technology, medical career, CAD/CAM, and culinary arts post-
secondary schools in the southeastern U.S.

   Empire acquires Learning Institute for Beauty Sciences (òLIBSó)
December 5, 2004 - Empire Education Group acquired Learning Institute for Beauty 
Sciences (LIBS) for an undisclosed amount.  Empire partnered with Key Principal 
Partners to purchase the cosmetology training school.  LIBS operates three locations in 
metropolitan New York and two campuses in Boston, Massachusetts.  

   TA Associates acquires Florida Career College
November 18, 2004 - Florida Career College announced that TA Associates and 
the management of the institution have acquired the college through FCC Holding 
Inc. in a recapitalization transaction valued at $53 million. The recapitalization will 
support managementõs continued strategy to expand into new educational programs 
and new campus locations. TA Associates and management will also seek to make 
complementary acquisitions on an opportunistic basis. Florida Career College provides 
training and testing services in the þelds of allied health and information technology. 

   Lincoln Educational acquires New England Technical Institute (òNETIó)
November 5, 2004 - Lincoln Educational Services Corp., has acquired  NETI, a provider of  
technical educational programs and institute offers nursing, culinary arts, technology, 
computer and electronics, automotive and information technology courses.  This 
acquisition brings Lincolnõs total number of campuses to 32 in 15 states and signiþcantly 
expands its Northeastern footprint.

   Education Afþliates (òEAó) acquires Marco Group
November 4, 2004 - EA announced that it has acquired Marco Group for $52 million. 
EA is a new platform company created by JLL Partners Inc. to acquire for-proþt post-
secondary schools.  JLL provided the entire purchase consideration of $52 million. 
JLL has earmarked up to $100 million of equity funding for its buildout.  Marco Group 
acquires and operates vocational and professional training schools. Its schools include 
Technical Career Institute; Allied Medical and Technical Careers; All State Career; 
Boheckerõs Business College; National Institute of Technology; and Florida Career 
Institute.
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Strategic and Financial 
acquisition activity in 
2004 has set the stage for 
a strong M&A market in 
2005.  With heightened 
competitive pressures, 
acquirers are active in the 
market, building qualiþed 
transaction pipelines.
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   Brightstar Education Acquires the Institute of Technology
October 18, 2004 - Arlington Capital Partnersõ new platform company BrightStar Education 
Group acquired the Institute of Technology. Arlington Capital Partners has committed $50 
million of equity capital towards its BrightStar post-secondary education consolidation 
effort.

   Laureate Education acquires Walden University
September 16, 2004 - Laureate Education, Inc. announced that it has acquired the 
remaining 49% interest in Walden University for gross proceeds of $108 million from Waldenõs 
minority shareholders.  Walden University offers correspondence courses for graduate-
level students. Its curriculum offers Ph.D. and other graduate-level, regionally accredited 
degree programs in management, education, and the social and behavioral sciences. Its 
afþliate Walden Institute alos offers online graduate level courses.

   Kaplan acquires Southern Nevada School of Real Estate (òSouthernó)
August 3, 2004 - Kaplan Professional announced that it has acquired Southern . The 
terms of the transaction were not disclosed. The company will become part of Kaplan 
Professional Schools, which provides real estate, insurance, securities, home inspection, 
appraisal licensing and continuing education programs.  Southern is will expand Kaplanõs 
curriculm in the areas of real estate licensing and continuing education services.  Within 
these disciplines, Southern also offers online courses, live classes, and correspondence 
courses. 

   Kaplan Professional acquires Insurance Systems of Tennessee (òISTó)
August 2, 2004 - Kaplan Professional entered into an agreement to acquire IST.  The terms 
of the deal were not disclosed.  Insurance Systems Of Tennessee, Inc. provides insurance 
education services for professionals throughout Tennessee. It offers insurance pre-licensing 
classes, securities licensing education, and continuing education services. 

   Kaplan Professional acquires Insurance Achievement Inc. (òIAIó)
July 7,2004 - Insurance Achievement Inc. and Kaplan Professional entered into an 
agreement whereby Kaplan Professional acquired IAI.  The terms of the transaction were 
not disclosed. The company will become part of Dearborn Financial Services, a Kaplan 
Professional company.   IAI offers professional development training programs and courses. 
The companyõs courses include Certiþed Financial Planner (CFP), ChFC (Chartered 
Financial Consultant), Chartered Life Underwriter (CLU), Registered Employee Beneþts 
Consultant (REBC), and Associate in Risk Management (ARM). 
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Kaplan has demonstrated 
a commitment to an 
aggressive acquisition 
strategy.  By providing a 
broad range of educational 
offerings, from Insurance 
to Electronics, Kaplan is 
making steps to be a leader 
in PSE.



   Corinthian Colleges, Inc. acquires A.M.I., Inc. (òAMIó)
June 18, 2004 - Corinthian Colleges, Inc.  announced that it has signed a deþnitive  
agreement to  acquire substantially  all of the assets of AMI and its one campus. The  
purchase price was approximately $11 million which included the assumption of 
approximately $460,000 in mortgage debt.  Corinthian expects to fund the acquisition with 
available cash and borrowings through its previously announced $235 million credit facility. 
Upon completion of the acquisition, AMI will be integrated into Corinthianõs Titan Schools, 
Inc. (TSi) technical division.  AMI provides diploma programs for motorcycles, marine, and 
personal watercraft technicians. 

   Kaplan acquires Total Technical Institute (òTTIó)
June 4, 2004 - Kaplan, Inc. acquired TTI for an undisclosed amount. TTI provides educational 
services focusing on technology, electronics, and allied health. The company offers 
diploma programs in computer and communication electronics, computer numerical 
control (CNC) technology, medical ofþce specialist, and pharmacy technicians.

   Regis acquires Blaine Beauty Schools
June 1, 2004 - Regis Corporation entered the beauty school business with the acquisition of 
Blaine Beauty Career Schools. The acquisition is expected to add $13 million in annualized 
revenue and to add one penny per share to earnings in þscal year 2005.

   Digital Learning acquires SEA College of Business & Technology
May 6, 2004 - Digital Learning Management Corporation (DLMC) announced that it has 
completed the acquisition of SEA College of Business & Technology, a vocational school 
located in Orange County, California. 

   Quad Ventures and Gemini Investors acquire B&H Education (òB&Hó)
April 15, 2004 - Quad Ventures and Gemini Investors have announced that they have 
acquired B&H for an undisclosed amount.  B&H owns and operates the Marinello Schools 
of Beauty located in California and Nevada. The chain consists of 19 locations offering 
training in Cosmetology, Hair Design, Esthetics, Manicuring and Teacher Training.

   The Riverside Company acquires ATI Enterprises (òATI)ó)
April 12, 2004 -  The Riverside Company announced that it has acquired ATI  and its 
sister company ATI Enterprises of Florida. Exact terms of the deal were not disclosed.  
ATI  operates vocational schools on technical training in automotive, allied health, and 
information technology. 
   
   Kaplan Higher Education acquires Texas School of Business
February 2, 2004 - Kaplan Higher Education Corporation, a wholly owned subsidiary of 
Kaplan Inc, announced that it has acquired Texas School of Business, a career-oriented 
postsecondary school providing training in the þelds of allied health and business.  The 
acquisition expands the Kaplan Higher Education network to 62 campuses in 15 states.
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Transactions like Empireõs 
acquisition of LIBS and 
Regisõ acquisition of 
Blaine are a sign of more 
cosmetology transactions.  
We believe that 2005 will 
witness several major 
cosmetology transactions.
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INDUSTRY DRIVERS AND MARKET OUTLOOK 

AN EXPANDING POOL OF POTENTIAL STUDENTS

The National Center for Education Statistics estimates 
that the number of high school graduates will increase 
at a CAGR of roughly 1.5% over the next seven years.  
The percentage of high school graduates going directly 
onto college, however, will continue to fall. Capstone 
believes that these statistics support a socio-educational 

trend that will have a dramatic impact on the for-proþt PSE market.  The òtraditionaló 
18ð24 year old full-time college student proþle is losing its dominance, falling to less 
than 25% of all post-secondary students.  PSE is attracting a more comprehensive blend 
of young and old learners that span all income brackets and that attend school on a 
full or part-time basis.  For-proþt post-secondary vocational institutions provide a more 
ÿexible educational outlet and more direct career path for these ònon-traditionaló 
students.  

This trend coupled with the recognized success of market leaders has made private 
occupational education increasingly acceptable for students and employers. With 
demonstrated strong retention, growing placement rates and customer satisfaction 
(both from employers and students), the segment has proven itself as an attractive and 
economical alternative to traditional college education.

A WIDENING INCOME GAP BETWEEN EDUCATIONAL LEVELS

Another key factor in the rise in enrollment rates is 
the growing economic value of post-secondary 
education.  According to the U.S. Census Bureau, 
the average income in 2000 of degree recipients 
was $49,674 ð nearly twice the average income 
of $26,059 of high school graduates.  In addition 
to enrollment, the cost of college and its growth 
relative to household income has hampered many 
studentsõ abilities to afford traditional post-secondary 
education paths.  The College Board estimates that 
between the 1990 and 2001 academic years, the average amount of tuition increased 
by approximately 47% at four-year institutions.

INCREASES IN FEDERAL FUNDING 
While diminished state and local government coffers 
are draining higher education expenditures, the federal 
government continues to increase its spending on the 
industry.  Education has played a vital role in national 
election campaigns in recent years from both Houses 

of Congress to the Presidentõs Ofþce.  President Bush beneþted from elevating the 
education industry to a top priority in his 2000 presidential election platform and has 
followed up on this position by consistently proposing increased education expenditures 

Post-Secondary Education

The òtraditionaló 18 - 24 year 
old, full-time student proþle 
is losing its dominance, 
falling to less than 25% of all 
post-secondary students...
for-proþt vocational schools 
provide a more ÿexible 
education outlet and more 
direct career path for these 
ònon-traditionaló students.


