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Private Occupational
Cosmetology Schools

Fasten Seatbelts for Consolidation in Cosmetology

Recent Deal Notables

Empire Beauty Schools acquires Learning Institute for Beauty
Sciences. LIBS is the premier private occupational cosmetology school
in the greater New York area. Empire is the largest operator of beauty
schools in the United States and abroad. The deal is part of Empire’s
strategy of expanding its Mid-Atlantic and Southeast focus across the
United States.

Regis Corp. acquires Blaine! Beauty Career Schools. Blaine is the
premier private occupational cosmetology school in the Northeast. Regis
is the world's largest operator of hair salons, with more than 10,000
owned or franchised salons. The deal is part of Regis’ emerging strategy
to consolidate post-secondary beauty schools and provide a steady flow
of labor into their salons.

Quad Ventures/Gemini Investors acquire Marinello School of
Beauty. Marinello is the largest postsecondary beauty school in the
Western U.S. with 18 schools in California and Nevada. Quad Ventures
(New York, NY) and Gemini Investors (Wellesley, MA) are premier
private equity firms based on the East Coast. The deal is part of their
strategy to consolidate post-secondary beauty schools nationwide.

Public Equity Valuations

Sector Snapshot

Demand for qualified beauty technicians on the rise. The salon
industry is a jobseekers market with 56% of salon operators reporting job
openings in 2002 with 75% reporting difficulty finding qualified personnel.
According to the NACAAS, the entire industry is growing at a CAGR of
5.7% with 1.6 million professionals in over 300,000 beauty salons,
barber shops, skin care and nail salons in 2003.

Related spa and esthetics market growing at record pace. The
spa/esthetics market has doubled every four years (20% CAGR)
representing a $10.7 billion market opportunity. Beauty salons and retail
spas account for 19% or ($2.0 bilion) and 17% ($1.8 billion),
respectively.

Attractive growing post-secondary education market. According to
the-DOE, for-profit Title IV institutions represent a $4.0 billion market
growing at a CAGR of 17.7% reaching $24.0 billion by 2013. The
prolonged, rapid growth is being accelerated by an expanding pool of
potential students, widening income gaps between post secondary and
non-educated individuals, general economic conditions, increases in
federal aid funding and positive demographic trends.

Increasing levels of governmental financial aid. There have been
several recent increases to the federal education budget and Title IV
funding has become increasingly available. Total student aid grew 7.1%
in 2001 to reach $74.0 billion, which is double the amount of aid
available a decade ago.

Rapid consolidation driven by premium pricing multiples. Post-
secondary private occupational cosmetology, spa, esthetics and beauty
schools are in high demand among many potential acquirers currently
consolidating the industry. Competition among these buyers (financial
and strategic) are driving transaction multiples to record levels, allowing
many potential sellers to maximize their company’s respective values.

As of 1/6/2005 Market Data Valuation Statistics
Enterprise EV/ EV/ EV/
Company Name Value (EV) Revenues EBITDA EBIT
Apollo Group Inc. (APOL) 14,585.8| 7.6x 22.5x 24.2x]
Career Education Corp. (CECO) 3,871.1 2.4x 11.1x 13.2x]
Concorde Career Colleges Inc. (CCDC) 91.3 1.1x 9.2x 11.3x%
Corinthian Colleges Inc. (COCO) 1,613.1 1.9x 9.8x 11.6x]
DeVry Inc. (DV) 1,237.3 1.6x 9.2x 15.9x
Education Management Corp. (EDMC) 2,253.2 2.5x 11.5x 16.2x]
ITT Educational Services, Inc. (ESI) 1,781.1 3.0x 11.9x 13.6x]
Laureate Education Inc. (LAUR) 2,146.6 3.6x 17.8x 26.0x|
Strayer Education Inc. (STRA) 1,635.3 9.4x 24.3x 26.3x|
Regis Corp. (RGS) 2,051.6 1.0x 7.9x 11.2x]
*EV = Enterprise Value = (Market Capitalization + Debt - Cash) Average 3.4x 13.5x 16.9]
Median 2.4x 11.3x 14.7X]
Harmonic Mean 2.1x 11.8x  15.2
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Acquirers on the Hunt

Large publicly traded salon operator seeking additional acquisitions to
bolster their consolidation strategy in the cosmetology sector.

Mid-size regional beauty school seeking to acquire smaller cosmetology
schools in nearby states to expand and hold off the emergence of new,
large public competitors in the industry.

Quasi-strategic/financial

buyers seeking additional

institutions

to

combine with recently purchased platform company to create large regional
school and capitalize on economies of scale.

Private equity firms seeking platform companies as a foray into a hot and
consolidating industry and eventually seeking a roll-up opportunity.
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has been acquired by

REGIS

REGIS CORPORATION
(NYSE: RGS)
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The undersigned represented the shareholders of
BLAINE BEAUTY SCHOOLS

Capstone Partners

Investment Banking Advisors

June 2004

Capstone Partners, LLC completed the representative transaction and currently has four more
cosmetology transactions in the negotiations stage with closings expected before Q2-2005.




