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Delaware 36-2257936
(State or other jurisdiction of

incorporation or organization)

(I.R.S. Employer

Identification No.)

2525 Armitage Avenue

Melrose Park, Illinois 60160
(Address of principal executive offices) (Zip code)

Registrant�s telephone number, including area code: (708) 450-3000

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the Securities Exchange Act
of 1934 during the preceding 12 months (or for such shorter period that the registrant was required to file such reports) and (2) has been subject
to such filing requirements for the past 90 days.     YES  x    NO  ¨

Indicate by check mark whether the registrant is an accelerated filer (as defined in Rule 12b-2 of the Exchange Act).     YES  x    NO  ¨

At June 30, 2005, the company had 91,950,375 shares of common stock outstanding.
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PART I

ITEM 1. FINANCIAL STATEMENTS

ALBERTO-CULVER COMPANY AND SUBSIDIARIES

Consolidated Statements of Earnings

Three Months Ended June 30, 2005 and 2004

(in thousands, except per share data)

(Unaudited)

2005 2004

Net sales $ 898,879 823,224
Cost of products sold 449,331 404,267

Gross profit 449,548 418,957
Advertising, marketing, selling and administrative expenses 361,655 335,343
Non-cash charge related to conversion to one class of common stock (note 2) 3,680 7,769
Gain on sale of business (note 3) �  (10,147)

Operating earnings 84,213 85,992
Interest expense, net of interest income of $626 in 2005 and $991 in 2004 2,002 5,507

Earnings before provision for income taxes 82,211 80,485
Provision for income taxes 28,774 29,021

Net earnings $ 53,437 51,464

Net earnings per share:
Basic $ .58 .57

Diluted $ .57 .56

Weighted average shares outstanding:
Basic 91,647 90,218

Diluted 93,028 92,312

Cash dividends paid per share $ .115 .10
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See Notes to Consolidated Financial Statements.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

Consolidated Statements of Earnings

Nine Months Ended June 30, 2005 and 2004

(in thousands, except per share data)

(Unaudited)

2005 2004

Net sales $ 2,630,488 2,407,296

Cost of products sold 1,308,996 1,188,795

Gross profit 1,321,492 1,218,501

Advertising, marketing, selling and administrative expenses 1,070,716 987,292

Non-cash charge related to conversion to one class of common stock (note 2) 11,058 79,039

Gain on sale of business (note 3) �  (10,147)

Operating earnings 239,718 162,317

Interest expense, net of interest income of $2,029 in 2005 and $3,011 in 2004 5,974 16,716

Earnings before provision for income taxes 233,744 145,601

Provision for income taxes 81,811 51,811

Net earnings $ 151,933 93,790

Net earnings per share:
Basic $ 1.66 1.04

Diluted $ 1.63 1.02

Weighted average shares outstanding:
Basic 91,234 89,770

Diluted 92,788 91,662

Cash dividends paid per share $ .33 .27

See Notes to Consolidated Financial Statements.

3

Edgar Filing: ALBERTO CULVER CO - Form 10-Q

5



ALBERTO-CULVER COMPANY AND SUBSIDIARIES

Consolidated Balance Sheets

June 30, 2005 and September 30, 2004

(dollars in thousands, except share data)

(Unaudited)

June 30,
2005

September 30,
2004

ASSETS
Current assets:
Cash and cash equivalents $ 71,599 99,035
Short-term investments 31,730 102,854
Receivables, less allowance for doubtful accounts ($7,386 at 6/30/05 and $12,860 at 9/30/04) 273,156 250,008
Inventories:
Raw materials 52,187 47,615
Work-in-process 8,275 6,970
Finished goods 651,008 572,249

Total inventories 711,470 626,834
Other current assets 41,253 39,702

Total current assets 1,129,208 1,118,433

Property, plant and equipment at cost, less accumulated depreciation ($371,788 at 6/30/05 and $337,890 at
9/30/04) 331,188 293,901
Goodwill 580,060 467,809
Trade names 102,620 97,983
Other assets 84,996 80,654

Total assets $ 2,228,072 2,058,780

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Short-term borrowings and current maturities of long-term debt $ 1,059 545
Accounts payable 258,863 258,983
Accrued expenses 238,108 251,992
Income taxes 18,443 20,914

Total current liabilities 516,473 532,434

Long-term debt 134,183 121,246
Deferred income taxes 28,482 23,759
Other liabilities 72,753 67,635

Stockholders� equity:
Common stock, par value $.22 per share, authorized 300,000,000 shares; issued 98,470,287 at 6/30/05 and
9/30/04 (notes 2 and 4) 21,663 21,663
Additional paid-in capital 343,125 324,674
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Retained earnings 1,258,890 1,137,161
Unearned compensation (3,741) (3,835)
Accumulated other comprehensive loss � foreign currency translation (17,536) (18,136)

1,602,401 1,461,527
Less treasury stock at cost (6,519,912 shares at 6/30/05 and 7,706,052 at 9/30/04) (notes 2 and 4) (126,220) (147,821)

Total stockholders� equity 1,476,181 1,313,706

Total liabilities and stockholders� equity $ 2,228,072 2,058,780

See Notes to Consolidated Financial Statements.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

Consolidated Statements of Cash Flows

Nine Months Ended June 30, 2005 and 2004

(in thousands)

(Unaudited)

2005 2004

Cash Flows from Operating Activities:

Net earnings $ 151,933 93,790
Adjustments to reconcile net earnings to net cash provided by operating activities:
Depreciation 39,115 35,251
Amortization of other assets and unearned compensation 4,919 2,299
Non-cash charge related to conversion to one class of common stock, net of deferred tax benefit of $3,870 in 2005
and $27,664 in 2004 (note 2) 7,188 51,375
Gain on sale of business, net of taxes (note 3) �  (5,745)
Cash effects of changes in (excluding acquisitions):
Receivables, net (16,402) (5,456)
Inventories, net (58,517) (55,037)
Other current assets (1,264) (3,144)
Accounts payable and accrued expenses (20,250) 28,811
Income taxes 723 15,393
Other assets (2,391) (4,822)
Other liabilities 14,870 9,491

Net cash provided by operating activities 119,924 162,206

Cash Flows from Investing Activities:

Proceeds from sales of short-term investments, net of purchases of $158,656 in 2005 and $726,276 in 2004 71,124 29,024
Capital expenditures (65,945) (53,668)
Payments for purchased businesses, net of acquired companies� cash (156,337) (157,420)
Proceeds from sale of business �  33,730
Other, net 1,208 5,612

Net cash used by investing activities (149,950) (142,722)

Cash Flows from Financing Activities:

Short-term borrowings, net 476 395
Proceeds from issuance of long-term debt 40,250 275
Repayments of long-term debt (30,542) (214)
Cash dividends paid (30,204) (24,420)
Proceeds from exercise of stock options 25,316 24,333
Stock purchased for treasury (1,668) (13,874)

Net cash provided (used) by financing activities 3,628 (13,505)

Effect of foreign exchange rate changes on cash (1,038) 2,400
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Net increase (decrease) in cash and cash equivalents (27,436) 8,379
Cash and cash equivalents at beginning of period 99,035 127,023

Cash and cash equivalents at end of period $ 71,599 135,402

See Notes to Consolidated Financial Statements.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

Notes to Consolidated Financial Statements

(1) DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION

Alberto-Culver Company and its consolidated subsidiaries (the company) operate two businesses: Global Consumer Products and Beauty Supply
Distribution. The Global Consumer Products business consists of two divisions: (1) Alberto-Culver Consumer Products Worldwide, which
develops, manufactures, distributes and markets branded beauty care products as well as branded food and household products in the United
States and more than 120 other countries, and (2) Cederroth International, which manufactures, markets and distributes beauty and health care
products throughout Scandinavia and in Europe. For reporting purposes, these two divisions are included in the Global Consumer Products
segment. The company�s Beauty Supply Distribution business includes two segments: (1) Sally Beauty Supply, a domestic and international
chain of cash-and-carry stores offering professional beauty supplies to both salon professionals and retail consumers, and (2) Beauty Systems
Group (BSG), a full-service beauty supply distributor offering professional brands directly to salons through its own sales force and
professional-only stores in exclusive geographical territories in North America.

The consolidated financial statements of the company contained in this report have not been audited by the company�s independent registered
public accounting firm, except for balance sheet information presented at September 30, 2004. However, in the opinion of the company, the
consolidated financial statements reflect all adjustments, which include only normal recurring adjustments, necessary to present fairly the data
contained therein. The results of operations for the periods presented are not necessarily indicative of results for a full year. Certain amounts for
the prior year have been reclassified to conform to the current year�s presentation.

The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America (GAAP)
requires management to make estimates and assumptions that affect the reported amounts of assets, liabilities, revenues and expenses in the
financial statements. Actual results may differ from those estimates. Management believes these estimates and assumptions are reasonable.

These statements should be read in conjunction with the consolidated financial statements and notes thereto included in the annual report on
Form 10-K for the fiscal year ended September 30, 2004.

(2) CONVERSION TO ONE CLASS OF COMMON STOCK

On October 22, 2003, the Board of Directors approved the conversion of all of the issued shares of Class A common stock into Class B common
stock on a one share-for-one share basis in accordance with the terms of the company�s certificate of incorporation. The conversion became
effective after the close of business on November 5, 2003. Following the conversion, all outstanding options to purchase shares of Class A
common stock became options to purchase an equal number of shares of Class B common stock. On January 22, 2004, all shares of Class B
common stock were redesignated as common stock. The single class of common stock continues to trade on the New York Stock Exchange
under the symbol �ACV.�

The company accounts for stock compensation expense in accordance with Accounting Principles Board (APB) Opinion No. 25, �Accounting for
Stock Issued to Employees.� Under these rules, the conversion to one class of common stock requires the company to recognize a non-cash
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charge from the remeasurement of the intrinsic value of all Class A stock options outstanding on the conversion date (herein referred to as
non-cash charge). A portion of this non-cash charge was recognized on the conversion date for vested stock options and the remaining non-cash
charges related to unvested stock options and restricted shares will be recognized over the remaining vesting periods. As a result, the company
will record a non-cash charge against pre-tax earnings of approximately $103.7 million ($67.4 million after taxes), of which $85.6 million ($55.6
million after taxes) was recognized in fiscal year 2004 ($7.8 million, or $5.1 million after taxes, was recognized in the third quarter of fiscal year
2004 and $79.0 million, or $51.4 million after taxes, was recognized in the first nine months of fiscal year 2004); $3.7 million ($2.4 million after
taxes) was recognized in the third quarter of fiscal year 2005, with $11.1 million ($7.2 million after taxes) recognized in the first nine months of
fiscal year 2005; $3.7 million ($2.4 million after taxes) will be recognized during the fourth quarter of fiscal year 2005; and $3.4 million ($2.2
million

(continued)
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

Notes to Consolidated Financial Statements (continued)

(2) CONVERSION TO ONE CLASS OF COMMON STOCK (continued)

after taxes) will be recognized over the following two fiscal years in diminishing amounts. The non-cash charges reduce operating earnings,
provision for income taxes, net earnings and basic and diluted net earnings per share. The balance sheet effects of the options remeasurement
increased total stockholders� equity by $30.0 million in fiscal year 2004 and $3.9 million in the first nine months of fiscal year 2005, with $1.3
million of that amount in the third quarter, and resulted in the recognition of deferred tax assets for the same amounts. Thereafter, the remaining
non-cash charges will increase total stockholders� equity and result in the recognition of additional deferred tax assets of $1.3 million during the
fourth quarter of fiscal year 2005 and $1.2 million over the following two fiscal years in diminishing amounts.

(3) SALE OF BUSINESS

In June, 2004, the company sold its Indola European professional hair care business. As a result of the sale, the company recorded a $10.1
million gain ($5.7 million after taxes) in the third quarter of fiscal 2004 which increased basic and diluted net earnings per share by six cents.

(4) STOCKHOLDERS� EQUITY

On April 28, 2005, the Board of Directors authorized the company to purchase up to 5,000,000 shares of common stock. This authorization
increased the previous share repurchase program that had 2,052,450 remaining authorized shares. No shares have been purchased under the
program as of June 30, 2005.

On January 21, 2004, the Board of Directors approved a 3-for-2 stock split in the form of a 50% stock dividend. The additional shares were
distributed February 20, 2004 to shareholders of record at the close of business on February 2, 2004. The stock dividend was distributed on
outstanding shares and not on shares held in treasury. All share and per share information in this report, except for treasury shares, has been
restated to reflect the 50% stock dividend.

During the nine months ended June 30, 2005 and 2004, the company acquired $2.3 million and $40.1 million, respectively, of common stock
surrendered by employees in connection with the exercises of stock options and the payment of withholding taxes as provided under the terms of
certain incentive plans. Shares acquired under these plans are not subject to the company�s stock repurchase program.

(5) WEIGHTED AVERAGE SHARES OUTSTANDING
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The following table provides information on basic and diluted weighted average shares outstanding (in thousands):

Three Months
Ended June 30

Nine Months

Ended June 30

2005 2004 2005 2004

Basic weighted average shares outstanding 91,647 90,218 91,234 89,770
Effect of dilutive securities:
Assumed exercise of stock options 1,150 1,703 1,320 1,501
Assumed vesting of restricted stock 231 391 234 391

Diluted weighted average shares outstanding 93,028 92,312 92,788 91,662

Stock options for 38,000 shares were excluded from the computation of diluted weighted average shares outstanding for the three months and
nine months ended June 30, 2005 since the options� exercise prices were greater than the average market price and therefore the options were
anti-dilutive. No stock options were anti-dilutive for the three or nine months ended June 30, 2004.

7
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

Notes to Consolidated Financial Statements (continued)

(6) ACCOUNTING FOR STOCK-BASED COMPENSATION

The Financial Accounting Standards Board�s (FASB) Statement of Financial Accounting Standards (SFAS) No. 123, �Accounting for
Stock-Based Compensation,� requires either the adoption of a fair value based method of accounting for stock-based compensation or the
continuance of the intrinsic value method with pro-forma disclosures as if the fair value method was adopted. The company has elected to
continue measuring compensation expense for its stock-based plans using the intrinsic value method prescribed by APB No. 25.

Had compensation expense for stock option plans been determined based upon the fair value of stock options on the dates of grant and
recognized over the vesting period consistent with SFAS No. 123, the company�s pro-forma net earnings and net earnings per share for the three
and nine months ended June 30, 2005 and 2004 would have been as follows (in thousands, except per share amounts):

Three Months

Ended June 30

Nine Months

Ended June 30

2005 2004 2005 2004

Net earnings:
As reported $ 53,437 51,464 151,933 93,790
Add: Stock-based compensation expense included in reported net income, net of
related income tax effects 2,603 5,292 7,845 52,094
Less: Stock-based compensation expense determined under the fair-value based
method, net of related income tax effects (2,023) (1,759) (8,364) (10,227)

Pro-forma $ 54,017 54,997 151,414 135,657

Basic net earnings per share:
As reported $ .58 .57 1.66 1.04
Pro-forma $ .59 .61 1.66 1.51

Diluted net earnings per share:
As reported $ .57 .56 1.63 1.02
Pro-forma $ .58 .60 1.63 1.48

The $2.6 million and $5.3 million additions to reported net income for the three months ended June 30, 2005 and 2004, respectively, for
stock-based compensation expense include the $2.4 million and $5.1 million, respectively, of after-tax non-cash charges related to the
conversion to a single class of common stock for the same periods. The $7.8 million and $52.1 million additions to reported net income for the
nine months ended June 30, 2005 and 2004, respectively, for stock-based compensation expense include the $7.2 million and $51.4 million,
respectively, of after-tax non-cash charges related to the conversion to a single class of common stock for the same periods. The $2.0 million and
$1.8 million deductions for the three months ended June 30, 2005 and 2004, respectively, for stock-based compensation expense determined
under the fair-value based method include $6,000 and $10,000, respectively, of pro-forma after-tax non-cash charges related to the conversion to
a single class of common stock for the same periods. The $8.4 and $10.2 million deductions for the nine months ended June 30, 2005 and 2004,
respectively, for stock-based compensation expense determined under the fair-value based method include $18,000 and $95,000, respectively, of
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pro-forma after-tax non-cash charges related to the conversion to a single class of common stock for the same periods. See note 2 for further
discussion of the conversion.

In January, 2004, the company amended the retirement provisions of its stock option plans to change the definition of retirement and allow for
the continuation of vesting after retirement. As a result of implementation guidance provided in SFAS No. 123(R), �Share-Based Payment,� and
other minor adjustments, the company has modified its pro-forma disclosures for prior periods. See note 13 for further discussion of the
requirements of SFAS No. 123(R).
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

Notes to Consolidated Financial Statements (continued)

(7) COMPREHENSIVE INCOME

Comprehensive income consists of net earnings and foreign currency translation adjustments as follows (in thousands):

Three Months

Ended June 30

Nine Months

Ended June 30

2005 2004 2005 2004

Net earnings $ 53,437 51,464 151,933 93,790
Other comprehensive income adjustments-foreign currency translation (14,717) (4,800) 600 11,011

Comprehensive income $ 38,720 46,664 152,533 104,801

The net earnings and comprehensive income amounts for the three months ended June 30, 2005 and 2004 include $2.4 million and $5.1 million,
respectively, of after-tax non-cash charges related to the conversion to a single class of common stock. The net earnings and comprehensive
income amounts for the nine months ended June 30, 2005 and 2004 include $7.2 million and $51.4 million, respectively, of after-tax non-cash
charges related to the conversion to a single class of common stock. The net earnings and comprehensive income amounts for the three and nine
months ended June 30, 2004 also include the $5.7 million after-tax gain on the sale of Indola. See note 2 and note 3 for further discussion of the
conversion and the sale of Indola, respectively.

(8) BUSINESS SEGMENT INFORMATION

In the fourth quarter of fiscal year 2004, the company changed the segment reporting for its Beauty Supply Distribution business by reporting its
Sally Beauty Supply and Beauty Systems Group divisions as two separate segments. Sally Beauty Supply, a domestic and international chain of
cash-and-carry outlets, offers professional beauty supplies to both salon professionals and retail customers. Beauty Systems Group, a full-service
beauty supply distributor, offers professional brands directly to salons through its own sales force and professional-only stores in exclusive
geographical territories in North America. Prior year information has been reclassified to conform to the new presentation.

Segment information for the three and nine months ended June 30, 2005 and 2004 is as follows (in thousands):

Three Months Nine Months
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Ended June 30 Ended June 30

2005 2004 2005 2004

Net sales:
Global Consumer Products $ 329,608 289,478 963,537 865,186
Beauty Supply Distribution:
Sally Beauty Supply 346,177 328,756 1,020,086 965,782
Beauty Systems Group 230,446 211,546 667,875 594,297

Total 576,623 540,302 1,687,961 1,560,079
Eliminations (7,352) (6,556) (21,010) (17,969)

$ 898,879 823,224 2,630,488 2,407,296

(continued)
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

Notes to Consolidated Financial Statements (continued)

(8) BUSINESS SEGMENT INFORMATION (continued)

Three Months

Ended June 30

Nine Months

Ended June 30

2005 2004 2005 2004

Earnings before provision for income taxes:
Global Consumer Products $ 29,883 29,012 87,389 77,791
Beauty Supply Distribution:
Sally Beauty Supply 45,021 40,569 127,945 116,067
Beauty Systems Group 15,287 19,198 41,485 52,642

Total 60,308 59,767 169,430 168,709

Segment operating profit 90,191 88,779 256,819 246,500
Unallocated expenses, net (2,298) (5,165) (6,043) (15,291)
Non-cash charge related to conversion to one class of common stock (note 2) (3,680) (7,769) (11,058) (79,039)
Gain on sale of business (note 3) �  10,147 �  10,147
Interest expense, net of interest income (2,002) (5,507) (5,974) (16,716)

$ 82,211 80,485 233,744 145,601

The lease accounting adjustment discussed in Note 11 reduced earnings before provision for income taxes for the nine months ended June 30,
2005 by $683,000 for Global Consumer Products, $1.2 million for Sally Beauty Supply and $564,000 for Beauty Systems Group.

(9) GOODWILL AND TRADE NAMES

The change in the carrying amount of goodwill by operating segment for the nine months ended June 30, 2005 is as follows (in thousands):

Global
Consumer
Products

Sally
Beauty
Supply

Beauty
Systems
Group Total

Balance as of September 30, 2004 $ 163,002 9,275 295,532 467,809
Additions, net of purchase price adjustments 46,720 762 65,901 113,383
Foreign currency translation (2,174) (8) 1,050 (1,132)
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Balance as of June 30, 2005 $ 207,548 10,029 362,483 580,060

The increase for Global Consumer Products was primarily due to $37.1 million of goodwill recorded in connection with the acquisition of
Nexxus and the $9.6 million of goodwill recorded in connection with the acquisition of Paramedical. The $65.9 million increase in Beauty
Systems Group�s goodwill was primarily due to $75.3 million of goodwill recorded in connection with the acquisition of CosmoProf, partially
offset by a decrease in goodwill resulting from purchase price adjustments, primarily related to West Coast Beauty Supply. See note 10 for
further discussion of these acquisitions.

Indefinite-lived trade names by operating segment at June 30, 2005 and September 30, 2004 were as follows (in thousands):

June 30,

2005

September 30,

2004

Global Consumer Products $ 91,707 93,470
Sally Beauty Supply 613 613
Beauty Systems Group 10,300 3,900

$ 102,620 97,983

(continued)
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

Notes to Consolidated Financial Statements (continued)

(9) GOODWILL AND TRADE NAMES (continued)

The increase in Beauty Systems Group�s trade names was mainly attributable to the finalization of the purchase price allocation related to the
acquisition of West Coast Beauty Supply. The company has not finalized the purchase price allocations for Nexxus, which was acquired on May
18, 2005, CosmoProf, which was acquired on December 31, 2004, or Paramedical, which was acquired on January 14, 2005, and, as a result, no
value has been assigned to trade names.

(10) ACQUISITIONS

On December 1, 2003, the company acquired the net assets of West Coast Beauty Supply, a full-service distributor of professional beauty
products, in order to expand the geographic area served by Beauty Systems Group. The total amount paid for the acquisition was $128.1 million.
In addition, approximately $9.2 million may be paid over future periods in accordance with the purchase agreement. The acquisition was
accounted for using the purchase method and, accordingly, the results of operations of West Coast Beauty Supply have been included in the
consolidated financial statements from the date of acquisition. West Coast Beauty Supply is included in the company�s Beauty Systems Group
segment.

The following table provides pro-forma consolidated results for the nine months ended June 30, 2005 and 2004 as if West Coast Beauty Supply
had been acquired on October 1, 2003 (pro-forma information for the three months ended June 30, 2005 and 2004 is not provided since West
Coast Beauty Supply�s results of operations are included for the full period in each of these quarters). Anticipated cost savings and other effects
of the planned integration of West Coast Beauty Supply are not included in the pro-forma results. The pro-forma amounts presented are not
necessarily indicative of the results that would have occurred had the acquisition been completed as of October 1, 2003, nor are the pro-forma
amounts necessarily indicative of future results.

Nine Months

Ended June 30

(in thousands)
2005 2004

Pro-forma net sales $ 2,630,488 2,437,712

Pro-forma net earnings 151,933 94,498

Pro-forma net earnings per share
Basic $ 1.66 1.05
Diluted $ 1.63 1.03

The pro-forma amounts for the nine months ended June 30, 2005 and 2004 include the non-cash charge related to the conversion to a single class
of common stock and the gain on the sale of Indola. The non-cash charge reduced net earnings by $7.2 million and $51.4 million in the first nine
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months of fiscal years 2005 and 2004, respectively. The gain on the sale of Indola increased net earnings by $5.7 million in the first nine months
of fiscal year 2004. Basic and diluted net earnings per share were lowered by eight cents for the first nine months of fiscal year 2005 for the
non-cash charge and by 51 cents and 50 cents, respectively, for the first nine months of fiscal year 2004 as a result of the non-cash charge and
the gain on the sale of Indola.

On December 31, 2004, the company acquired CosmoProf, a full-service distributor of professional beauty products, in order to expand the
geographic area served by Beauty Systems Group. The total purchase price was $92.6 million, with $84.8 million of this amount paid at closing.
The remaining $7.8 million of purchase price was paid in the third quarter of fiscal year 2005 upon finalization of the closing balance sheet. The
acquisition was accounted for using the purchase method and, accordingly, the results of operations of CosmoProf are included in the
consolidated financial statements starting January 1, 2005. CosmoProf is included in the company�s Beauty Systems Group segment. Pro-forma
information for CosmoProf is not provided since it is not material to the company�s consolidated results of operations.

(continued)
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

Notes to Consolidated Financial Statements (continued)

(10) ACQUISITIONS (continued)

On May 18, 2005, the company acquired substantially all the assets of Nexxus Products Company related to its Nexxus line of hair care products
in order to expand the company�s market share in the hair care category with higher margin products. The total estimated purchase price of $45.0
million was paid at closing, and is subject to adjustment upon finalization of the closing balance sheet. Additional consideration of up to $55.0
million may be paid over the next ten years based on a percentage of sales of Nexxus branded products in accordance with the purchase
agreement. The acquisition was accounted for using the purchase method and, accordingly the results of operations of Nexxus have been
included in the consolidated financial statements from the date of acquisition. Nexxus is included in the company�s Global Consumer Products
segment. Pro-forma information for Nexxus is not provided since it is not material to the company�s consolidated results of operations.

(11) LEASE ACCOUNTING ADJUSTMENT

In February, 2005, the Securities and Exchange Commission (SEC) issued a letter expressing its interpretations of certain lease accounting
issues relating to the amortization of leasehold improvements, the recognition of rent expense when leases have rent holidays and allowances
received by tenants for leasehold improvements. As a result of a review of its historical lease accounting practices, the company found some
deviations to these interpretations and recorded a pre-tax, non-cash charge in the second quarter of fiscal year 2005 of $2.45 million ($1.6
million after taxes) which reduced basic and diluted earnings per share by two cents. In addition, net fixed assets were increased by $2.0 million
and other liabilities were increased by $4.5 million.

(12) AUCTION RATE SECURITIES

The company regularly invests in auction rate securities (ARS) which typically are bonds with 20-30 year maturities that have interest rates
which reset at short intervals through an auction process. Prior to March 31, 2005, the company had consistently classified these investments as
cash equivalents. As a result of interpretations on the balance sheet classification of ARS that were released during the second quarter of fiscal
year 2005, the company has changed its previous practice and has classified $31.7 million and $102.9 million of ARS as available for sale
short-term investments as of June 30, 2005 and September 30, 2004, respectively. In addition, �Proceeds from sales of short-term investments, net
of purchases�, included in the accompanying Consolidated Statements of Cash Flows, has been revised to reflect the purchase and sale of ARS
during the periods presented.

(13) NEW ACCOUNTING PRONOUNCEMENTS

In December, 2004, the FASB issued SFAS No. 123(R), �Share-Based Payment,� which replaces SFAS No. 123 and supersedes APB No. 25. The
Statement requires that the cost resulting from all share-based compensation arrangements, such as the company�s stock option and restricted
stock plans, be recognized in the financial statements based on their fair value. The provisions of SFAS
No. 123(R), as amended by the SEC on April 15, 2005, are required to be applied beginning with the first interim reporting period of the first
fiscal year beginning on or after June 15, 2005. Accordingly, the company will adopt the provisions of SFAS No. 123(R) at the beginning of
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fiscal year 2006. SFAS No. 123(R) requires companies to adopt its provisions prospectively by recognizing compensation expense for the
unvested portion of previously granted awards and all new awards granted after the adoption date over the respective vesting periods. SFAS No.
123(R) also allows companies the alternative to restate previously issued financial statements for all years beginning after December 15, 1994.

The adoption of SFAS No. 123(R) will not affect the company�s net cash flows, but it will reduce net earnings and basic and diluted net earnings
per share. While the company currently discloses the pro-forma net earnings effects of its stock-based awards (see note 6), it is in the process of
evaluating the alternative methods of adoption and the effects that the implementation guidance and revisions included in SFAS No. 123(R) will
have on its consolidated financial statements.

12

Edgar Filing: ALBERTO CULVER CO - Form 10-Q

23



ALBERTO-CULVER COMPANY AND SUBSIDIARIES

ITEM 2. MANAGEMENT�S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF OPERATIONS

DESCRIPTION OF BUSINESS

Alberto-Culver Company and its consolidated subsidiaries (the company) operate two businesses: Global Consumer Products and Beauty Supply
Distribution. The Global Consumer Products business consists of two divisions: (1) Alberto-Culver Consumer Products Worldwide, which
develops, manufactures, distributes and markets branded beauty care products as well as branded food and household products in the United
States and more than 120 other countries, and (2) Cederroth International, which manufactures, markets and distributes beauty and health care
products throughout Scandinavia and in Europe. For reporting purposes, these two divisions are included in the Global Consumer Products
segment. The company�s Beauty Supply Distribution business includes two segments: (1) Sally Beauty Supply, a domestic and international
chain of cash-and-carry stores offering professional beauty supplies to both salon professionals and retail consumers, and (2) Beauty Systems
Group (BSG), a full-service beauty supply distributor offering professional brands directly to salons through its own sales force and
professional-only stores in exclusive geographical territories in North America.

OVERVIEW

As discussed in note 2 to the Consolidated Financial Statements, on October 22, 2003, the Board of Directors approved the conversion of all of
the issued shares of Class A common stock into Class B common stock on a one share-for-one share basis in accordance with the terms of the
company�s certificate of incorporation. The conversion became effective after the close of business on November 5, 2003. Following the
conversion, all outstanding options to purchase shares of Class A common stock became options to purchase an equal number of shares of Class
B common stock. On January 22, 2004, all shares of Class B common stock were redesignated as common stock. The single class of common
stock continues to trade on the New York Stock Exchange under the symbol �ACV.�

The company accounts for stock compensation expense in accordance with Accounting Principles Board (APB) Opinion No. 25, �Accounting for
Stock Issued to Employees.� Under these rules, the conversion to one class of common stock requires the company to recognize a non-cash
charge from the remeasurement of the intrinsic value of all Class A stock options outstanding on the conversion date (herein referred to as
non-cash charge). A portion of this non-cash charge was recognized on the conversion date for vested stock options and the remaining non-cash
charges related to unvested stock options and restricted shares will be recognized over the remaining vesting periods. As a result, the company
will record a non-cash charge against pre-tax earnings of approximately $103.7 million ($67.4 million after taxes), of which $85.6 million ($55.6
million after taxes) was recognized in fiscal year 2004 ($7.8 million, or $5.1 million after taxes, was recognized in the third quarter of fiscal year
2004 and $79.0 million, or $51.4 million after taxes, was recognized in the first nine months of fiscal year 2004); $3.7 million ($2.4 million after
taxes) was recognized in the third quarter of fiscal year 2005, with $11.1 million ($7.2 million after taxes) recognized in the first nine months of
fiscal year 2005; $3.7 million ($2.4 million after taxes) will be recognized during the fourth quarter of fiscal year 2005; and $3.4 million ($2.2
million after taxes) will be recognized over the following two fiscal years in diminishing amounts. The non-cash charges reduce operating
earnings, provision for income taxes, net earnings and basic and diluted net earnings per share. The balance sheet effects of the options
remeasurement increased total stockholders� equity by $30.0 million in fiscal year 2004 and $3.9 million in the first nine months of fiscal year
2005, with $1.3 million of that amount in the third quarter, and resulted in the recognition of deferred tax assets for the same amounts.
Thereafter, the remaining non-cash charges will increase total stockholders� equity and result in the recognition of additional deferred tax assets
of $1.3 million during the fourth quarter of fiscal year 2005 and $1.2 million over the following two fiscal years in diminishing amounts.

In June, 2004, the company sold its Indola European professional hair care business. As a result of the sale, the company recorded a $10.1
million gain ($5.7 million after taxes) or six cents basic and diluted net earnings per share in the third quarter of fiscal 2004.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

OVERVIEW (continued)

�Net earnings excluding the non-cash charge and gain on the sale of Indola,� �basic net earnings per share excluding the non-cash charge and gain
on the sale of Indola� and �diluted net earnings per share excluding the non-cash charge and gain on the sale of Indola� are used in the �Results of
Operations� section of Management�s Discussion and Analysis of Financial Condition and Results of Operations (MD&A). These measures are
�non-GAAP financial measures� as defined by Regulation G of the Securities and Exchange Commission. The non-cash charge relates to a change
in the capital structure of the company rather than the normal operations of the company�s core businesses. The gain on the sale of Indola
represents the effect of a specific divestiture transaction rather than the normal ongoing operations of the company�s businesses. Management
uses the non-GAAP financial measures, which exclude the non-cash charge and gain on the sale of Indola, to evaluate the operating results of
the company and believes the presentation of these amounts provides the reader with information necessary to analyze the company�s normal
operations over various periods. Reconciliations of these measures to the most directly comparable financial measures under generally accepted
accounting principles in the United States (GAAP) are provided in the �Reconciliation of Non-GAAP Financial Measures� section of MD&A.

In September, 2004, the company redeemed its $200 million of 8.25% senior notes due November 1, 2005 under the redemption provisions of
the notes. In connection with the buyback, the company recorded a pre-tax charge in the fourth quarter of fiscal year 2004 of $12.6 million ($8.2
million after taxes) or nine cents basic and diluted net earnings per share consisting primarily of a make-whole premium. As part of the
redemption, the company also paid $6.1 million of interest accrued through the redemption date.

On January 21, 2004, the Board of Directors approved a 3-for-2 stock split in the form of a 50% stock dividend. The additional shares were
distributed February 20, 2004 to shareholders of record at the close of business on February 2, 2004. The stock dividend was distributed on
outstanding shares and not on shares held in treasury. All share and per share information in this report, except for treasury shares, has been
restated to reflect the 50% stock dividend.

In February, 2005, the Securities and Exchange Commission (SEC) issued a letter expressing its interpretations of certain lease accounting
issues relating to the amortization of leasehold improvements, the recognition of rent expense when leases have rent holidays and allowances
received by tenants for leasehold improvements. As a result of a review of its historical lease accounting practices, the company found some
deviations to these interpretations and recorded a pre-tax, non-cash charge in the second quarter of fiscal year 2005 of $2.45 million ($1.6
million after taxes) which reduced basic and diluted earnings per share by two cents. In addition, net fixed assets were increased by $2.0 million
and other liabilities were increased by $4.5 million.

The company regularly invests in auction rate securities (ARS) which typically are bonds with 20-30 year maturities that have interest rates
which reset at short intervals through an auction process. Prior to March 31, 2005, the company had consistently classified these investments as
cash equivalents. As a result of interpretations on the balance sheet classification of ARS that were released during the second quarter of fiscal
year 2005, the company has changed its previous practice and has classified $31.7 million and $102.9 million of ARS as available for sale
short-term investments as of June 30, 2005 and September 30, 2004, respectively. In addition, �Proceeds from sales of short-term investments, net
of purchases�, included in the accompanying Consolidated Statements of Cash Flows, has been revised to reflect the purchase and sale of ARS
during the periods presented.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

RESULTS OF OPERATIONS

Third Fiscal Quarter and Nine Months Ended June 30, 2005 versus Third Fiscal Quarter and Nine Months Ended June 30, 2004

The company achieved record third quarter net sales of $898.9 million in fiscal year 2005, up $75.7 million or 9.2% over the comparable period
of the prior year. For the nine-month period ended June 30, 2005, net sales reached a new high of $2.63 billion, representing a 9.3% increase
compared to last year�s nine-month period. The effect of foreign exchange rates increased sales by 1.2% in the third quarter and 1.4% in the first
nine months of fiscal year 2005. Organic sales, which exclude the effects of foreign exchange rates, acquisitions and a divestiture, grew 5.8%
during the quarter and 5.6% for the first nine months of fiscal year 2005. Management uses organic sales, a non-GAAP financial measure, to
evaluate the operating results of the company and believes the presentation of organic sales provides the reader with information necessary to
analyze the company�s operations over various periods. See the �Reconciliation of Non-GAAP Financial Measures� section of MD&A for a
reconciliation of organic sales to the most directly comparable financial measure under GAAP.

Net earnings were $53.4 million for the three months ended June 30, 2005 versus $51.5 million in the prior year. Net earnings for the third
quarter of fiscal years 2005 and 2004 were reduced by $2.4 million and $5.1 million, net of income taxes, respectively, as a result of the
non-cash charge net of income taxes discussed in the �Overview� section of MD&A. In addition, net earnings for the third quarter of fiscal year
2004 were increased by $5.7 million, net of income taxes, as a result of the gain on the sale of Indola, discussed in the �Overview� section of
MD&A. Basic earnings per share were 58 cents in the third quarter of fiscal year 2005 versus 57 cents in the same period of fiscal year 2004.
Diluted earnings per share for the current quarter increased to 57 cents from 56 cents in the same period of the prior year. In the third quarter of
fiscal year 2005, the non-cash charge decreased basic and diluted earnings per share by three cents. In the third quarter of fiscal year 2004, the
non-cash charge and gain on the sale of Indola increased basic and diluted earnings per share by one cent.

Excluding the non-cash charge and gain on the sale of Indola, net earnings were $55.8 million for the three months ended June 30, 2005 or
10.0% higher than the prior year period�s net earnings of $50.8 million. Basic earnings per share excluding the non-cash charge and gain on the
sale of Indola were 61 cents in the third quarter of fiscal year 2005, which was five cents or 8.9% higher than the same period of fiscal year
2004. Diluted earnings per share excluding the non-cash charge and gain on the sale of Indola for the current quarter increased 9.1% to 60 cents
from 55 cents in the same period of the prior year.

Net earnings for the nine months ended June 30, 2005 were $151.9 million versus $93.8 million in the prior year. Net earnings were lowered by
$7.2 million and $51.4 million in the first nine months of fiscal years 2005 and 2004, respectively, as a result of the non-cash charge net of
income taxes. In addition, net earnings for the first nine months of fiscal year 2004 were increased by $5.7 million, net of income taxes, as a
result of the gain on the sale of Indola. As a result, basic earnings per share were $1.66 in the first nine months versus $1.04 last year and diluted
earnings per share were $1.63 in fiscal year 2005 compared to $1.02 in the prior year. In the first nine months of fiscal year 2005, the non-cash
charge reduced basic and diluted earnings per share by eight cents. In the first nine months of fiscal year 2004, the non-cash charge and gain on
the sale of Indola reduced basic and diluted earnings per share by 51 cents and 50 cents, respectively.

Net earnings excluding the non-cash charge and gain on the sale of Indola were $159.1 million for the nine months ended June 30, 2005 or
14.1% higher than the prior year�s first nine months net earnings of $139.4 million. Basic earnings per share excluding the non-cash charge and
gain on the sale of Indola were $1.74 in the first nine months of fiscal year 2005, which was 19 cents or 12.3% higher than the same period of
fiscal year 2004. Diluted earnings per share excluding the non-cash charge and gain on the sale of Indola for the first nine months of fiscal 2005
increased 12.5% to $1.71 from $1.52 in the same period of the prior year.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

RESULTS OF OPERATIONS (continued)

Compared to the same periods of the prior year, sales of Global Consumer Products increased 13.9% and 11.4% in the third quarter and first
nine months of fiscal year 2005, respectively. The third quarter and first nine months increases benefited from the effect of foreign exchange
rates, which increased sales by 2.5% and 2.9% in the third quarter and first nine months of fiscal year 2005, respectively. The remaining third
quarter and first nine month increases were primarily due to higher sales of TRESemmé shampoos, conditioners and styling products (9.8% for
the third quarter and 8.9% for the first nine months), principally due to its initial launch in the United Kingdom during the third quarter of fiscal
year 2004 and continued growth in the United States. Global Consumer Products also had higher sales of Alberto VO5 hair care products (0.1%
for the third quarter and 1.1% for the first nine months), including the launch of the Red styling line in the U.S. in the second quarter, St. Ives
skin care products (0.4% for the third quarter and 0.8% for the first nine months), primarily due to the launch of Apricot Radiance Cleansers in
the U.S. and Pro-Line ethnic hair care products (0.9% for the third quarter and 0.5% for the first nine months), mainly due to increased sales of
the Motions product line. In addition, sales increased for custom label filling operations (0.6% for the third quarter and 0.7% for the first nine
months) and acquisitions added approximately 1.4% and 0.9% to sales for the third quarter and first nine months, respectively. These increases
were partially offset by the loss of sales resulting from the divestiture of the Indola European professional hair care business in June, 2004 (3.4%
for the third quarter and 3.9% for the first nine months).

Sales of the Beauty Supply Distribution business, composed of Sally Beauty Supply and BSG, were $576.6 million in the third quarter and $1.69
billion for the first nine months of fiscal year 2005, representing an increase of 6.7% for the third quarter and 8.2% for the nine-month period
versus the prior year.

Sales of Sally Beauty Supply increased to $346.2 million in the third quarter and $1.02 billion for the first nine months of fiscal year 2005,
compared to $328.8 million and $965.8 million for the respective periods in the prior year. The sales increases of 5.3% for the third quarter and
5.6% for the first nine months of fiscal year 2005 were primarily attributable to the opening of new stores, including 61 net new stores during the
last twelve months (2.1% for the third quarter and 2.3% for the first nine months), the effect of foreign exchange rates (0.3% for the third quarter
and 0.5% for the first nine months) and the growth of its existing business which primarily represents same store sales.

Sales of BSG were $230.4 million in the third quarter and $667.9 million for the first nine months of fiscal year 2005 compared to $211.5
million for the third quarter and $594.3 million for the first nine months of the prior year. The sales increase of 8.9% for the third quarter of
fiscal year 2005 was mainly attributable to acquisitions (11.7%), the opening of 47 net new stores during the last twelve months (1.4%) and the
impact of foreign exchange rates (0.9%). These increases were partially offset by a decrease in sales for existing BSG store business and lower
sales from its professional distributor sales consultants principally resulting from certain suppliers� decisions to begin selling their products
directly to salons. The sales increase of 12.4% for the first nine months of fiscal year 2005 was primarily attributable to acquisitions (13.9%), the
opening of 47 net new stores during the last twelve months (1.3%), the impact of foreign exchange rates (0.9%) and the growth of existing BSG
store business, partially offset by lower sales from professional distributor sales consultants principally resulting from certain suppliers� decisions
to begin selling their products directly to salons.

Cost of products sold as a percentage of net sales was 50.0% for the third quarter and 49.8% for the first nine months of fiscal year 2005
compared to 49.1% for the third quarter and 49.4% for the first nine months of the prior year. The higher cost of products sold percentages in the
third quarter and first nine months of fiscal year 2005 were primarily attributable to higher material costs, increased use of special packs,
increased trade spending (which reduced net sales), and product mix for Global Consumer Products, partially offset by improved vendor pricing
and lower store inventory shrinkage for the Beauty Supply Distribution business.
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Compared to the prior year, advertising, marketing, selling and administrative expenses in fiscal year 2005 increased $26.3 million or 7.8% for
the third quarter and $83.4 million or 8.4% for the first nine months. The increases primarily resulted from the higher selling and administrative
costs associated with the growth of the Sally Beauty Supply and BSG businesses, including the acquisition
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

RESULTS OF OPERATIONS (continued)

of CosmoProf in December, 2004 and West Coast Beauty Supply in December, 2003, and higher expenditures for advertising and marketing. In
addition, a portion of the increase for the first nine months of fiscal year 2005 relates to the $2.45 million lease accounting adjustment (discussed
in the �Overview� section of MD&A) that was recorded in the second quarter of fiscal year 2005.

Advertising and marketing expenditures were $66.6 million in the third quarter, an increase of 4.7% from $63.6 million in the prior year, and
$203.3 million for the first nine months of fiscal year 2005, which was 9.7% higher than the $185.4 million for the first nine months of fiscal
year 2004. These increases were primarily due to higher advertising expenditures, which rose 6.2% in the third quarter and 13.2% in the first
nine months, principally due to an increase for Global Consumer Products in the U.K. (2.0% for the third quarter and 6.6% for the first nine
months), primarily related to television advertising for TRESemmé hair care products, along with higher advertising for Sally Beauty Supply
(2.0% for the third quarter and 2.7% for the first nine months) and Cederroth (1.3% for the third quarter and 0.1% for the first nine months) and
the effect of foreign exchange rates (0.9% for the third quarter and 2.1% for the first nine months).

Interest expense, net of interest income, was $2.0 million in the third quarter and $6.0 million for the first nine months of fiscal year 2005
compared to $5.5 million for the third quarter and $16.7 million for the first nine months of fiscal year 2004. Interest expense was $2.6 million
in the third quarter and $8.0 million for the first nine months of fiscal year 2005 versus $6.5 million for the third quarter and $19.7 million for
the first nine months of fiscal year 2004. The decrease for the third quarter and first nine months of fiscal year 2005 was primarily due to lower
interest expense as a result of the redemption of the $200 million, 8.25% senior notes in September, 2004. Interest income was $626,000 in the
third quarter of fiscal year 2005 and $2.0 million for the first nine months of fiscal year 2005 compared to $991,000 for the third quarter and
$3.0 million for the first nine months of the prior year. The decreases in interest income were primarily due to lower cash and short-term
investment balances in the current year.

The provision for income taxes as a percentage of earnings before income taxes was 35.0% for the third quarter and first nine months of fiscal
year 2005 and 36.1% for the third quarter and 35.6% for the first nine months of fiscal year 2004, respectively. The higher effective tax rate in
fiscal year 2004 was due to the taxes on the gain on the sale of Indola, which increased the 2004 tax rate by 1.1% for the third quarter and 0.6%
for the first nine months.

FINANCIAL CONDITION

June 30, 2005 versus September 30, 2004

Working capital at June 30, 2005 was $612.7 million, an increase of $26.7 million from $586.0 million at September 30, 2004. The resulting
ratio of current assets to current liabilities was 2.19 to 1.00 at June 30, 2005 compared to 2.10 to 1.00 at September 30, 2004. The increase in
working capital was primarily due to working capital generated from operations along with working capital resulting from acquisitions, partially
offset by cash outlays for the purchases of CosmoProf in December, 2004, Paramedical in January, 2005, and Nexxus in May, 2005, as well as
capital expenditures and cash dividends.
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Cash, cash equivalents and short-term investments decreased $98.6 million to $103.3 million during the first nine months of fiscal year 2005
primarily due to cash outlays for the acquisitions of CosmoProf, Paramedical and Nexxus, capital expenditures and cash dividends. These
outflows were partially offset by cash flows provided by operating activities, cash received from exercises of employee stock options and the net
increase in long-term debt.

Accounts receivable increased $23.1 million during the first nine months of fiscal year 2005 to $273.2 million. Trade receivables grew $17.4
million in the first nine months primarily due to higher sales of Global Consumer Products, including the launch of TRESemmé in the U.K., and
the timing of customer payments. In addition, the acquisitions of CosmoProf, Paramedical and Nexxus contributed to the increase in trade
receivables. Other receivables increased $5.7 million during the first nine months of fiscal year 2005 principally due to the timing of collections
from vendors under various advertising and volume purchase programs for Beauty Supply Distribution. The allowance for doubtful accounts
decreased $5.5 million during the first nine months of fiscal year 2005 primarily due to the write-off of fully reserved receivable balances in
Asia and lower bad debt provisions for Global Consumer Products.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

FINANCIAL CONDITION (continued)

Inventories increased $84.6 million during the first nine months of fiscal year 2005 to $711.5 million. Sally Beauty Supply and BSG inventories
increased $47.4 million primarily due to the acquisition of CosmoProf, inventories related to new stores, strategic inventory purchases related to
favorable pricing from vendors and the effect of foreign exchange rates. Inventories for Global Consumer Products were $35.7 million higher
principally due to increased finished goods inventories to support product launches and promotions, increased raw material inventories due to
higher material costs and the acquisition of Nexxus.

Net property, plant and equipment increased $37.3 million during the first nine months of fiscal year 2005 to $331.2 million at June 30, 2005.
The increase resulted primarily from expenditures for additional Sally Beauty Supply and BSG stores, office facilities and warehouse
expansions, the acquisition of CosmoProf and Paramedical, the effect of foreign exchange rates and additional leasehold improvements resulting
from the lease accounting adjustment discussed in the �Overview� section of MD&A, partially offset by depreciation during the nine-month
period.

Goodwill increased $112.3 million during the first nine months of fiscal year 2005 to $580.1 million mainly due to the acquisitions of
CosmoProf in December, 2004, Paramedical in January, 2005 and Nexxus in May, 2005.

During the first nine months of fiscal year 2005, trade names increased $4.6 million to $102.6 million primarily due to the finalization of the
purchase price allocation related to the acquisition of West Coast Beauty Supply.

Accrued expenses decreased $13.9 million during the first nine months of fiscal year 2005 to $238.1 million mainly due to lower current year
accruals for various incentive plans and the payment of incentives earned in the prior year. These decreases were partially offset by accruals
related to the acquisition of CosmoProf, advertising and promotion in the U.K. and higher insurance accruals.

Long-term debt increased $12.9 million in the first nine months of fiscal year 2005 to $134.2 million due to $10.0 million outstanding on the
revolving credit facility related to the Nexxus acquisition in May, 2005 and the assumption of long-term debt as a result of the Paramedical
acquisition in January, 2005.

Other liabilities increased $5.1 million during the first nine months of fiscal year 2005 mainly due to deferred rent recorded as part of the lease
accounting adjustment discussed in the �Overview� section of MD&A.

LIQUIDITY AND CAPITAL RESOURCES

On April 28, 2005, the Board of Directors authorized the company to purchase up to 5,000,000 shares of common stock. This authorization
increased the previous share repurchase program that had 2,052,450 remaining authorized shares. No shares have been purchased under the
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program as of June 30, 2005. Purchases may be made by the company through the open market and/or private transactions depending on various
factors including market conditions, share price and other alternative uses of cash such as acquisitions.

In July, 2005, subsequent to the end of the third quarter of fiscal 2005, the company repaid $10.0 million that was outstanding on the revolving
credit facility at June 30, 2005.

CRITICAL ACCOUNTING POLICIES

The company�s significant accounting policies are described in note 1 of the Notes to the Consolidated Financial Statements included in the
Annual Report on Form 10-K for the fiscal year ended September 30, 2004. A discussion of critical accounting policies is included in
Management�s Discussion and Analysis of Financial Condition and Results of Operations in the company�s Annual Report on Form 10-K for the
fiscal year ended September 30, 2004. There were no significant changes in the company�s critical accounting policies during the nine months
ended June 30, 2005.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

RECONCILIATION OF NON-GAAP FINANCIAL MEASURES

Reconciliations of non-GAAP financial measures to their most directly comparable financial measures under GAAP for the three and nine
months ended June 30, 2005 and 2004 are as follows (in thousands, except per share data):

Three Months Ended

June 30

Nine Months Ended

June 30

2005 2004 2005 2004

Net earnings, as reported $ 53,437 51,464 151,933 93,790
Non-cash charge related to conversion to one class of common stock, net of income taxes 2,392 5,050 7,188 51,375
Gain on the sale of Indola, net of income taxes �  (5,745) �  (5,745)

Net earnings excluding non-cash charge and gain on the sale of Indola $ 55,829 50,769 159,121 139,420

Basic net earnings per share, as reported $ .58 .57 1.66 1.04
Non-cash charge related to conversion to one class of common stock, net of income taxes .03 .05 .08 .57
Gain on the sale of Indola, net of income taxes �  (.06) �  (.06)

Basic net earnings per share excluding non-cash charge and gain on the sale of Indola $ .61 .56 1.74 1.55

Diluted net earnings per share, as reported $ .57 .56 1.63 1.02
Non-cash charge related to conversion to one class of common stock, net of income taxes .03 .05 .08 .56
Gain on the sale of Indola, net of income taxes �  (.06) �  (.06)

Diluted net earnings per share excluding non-cash charge and gain on the sale of Indola $ .60 .55 1.71 1.52

(continued)
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

RECONCILIATION OF NON-GAAP FINANCIAL MEASURES (continued)

A reconciliation of �organic sales growth� to its most directly comparable financial measure under GAAP for the three and nine months ended
June 30, 2005 and 2004 is as follows:

Three Months Ended
June 30

Nine Months Ended
June 30

2005 2004 2005 2004

Net sales growth, as reported 9.2% 11.8% 9.3% 12.5%
Effect of foreign exchange (1.2) (1.3) (1.4) (2.5)
Effect of acquisitions (3.5) (7.0) (3.8) (5.4)
Effect of divestiture 1.3 0.5 1.5 0.2

Organic sales growth 5.8% 4.0% 5.6% 4.8%

Management uses these non-GAAP financial measures to evaluate the performance of the company and believes the presentation of these
amounts provides the reader with information necessary to analyze the company�s normal operations for the periods presented.

NEW ACCOUNTING PRONOUNCEMENTS

In December, 2004, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards (SFAS)

No. 123(R), �Share-Based Payment,� which replaces SFAS No. 123 and supersedes APB No. 25. The Statement requires that the cost resulting
from all share-based compensation arrangements, such as the company�s stock option and restricted stock plans, be recognized in the financial
statements based on their fair value. The provisions of SFAS No. 123(R), as amended by the SEC on April 15, 2005, are required to be applied
beginning with the first interim reporting period of the first fiscal year beginning on or after June 15, 2005. Accordingly, the company will adopt
the provisions of SFAS No. 123(R) at the beginning of fiscal year 2006. SFAS No. 123(R) requires companies to adopt its provisions
prospectively by recognizing compensation expense for the unvested portion of previously granted awards and all new awards granted after the
adoption date over the respective vesting periods. SFAS No. 123(R) also allows companies the alternative to restate previously issued financial
statements for all years beginning after December 15, 1994.

The adoption of SFAS No. 123(R) will not affect the company�s net cash flows, but it will reduce net earnings and basic and diluted net earnings
per share. While the company currently discloses the pro-forma net earnings effects of its stock-based awards (see note 6), it is in the process of
evaluating the alternative methods of adoption and the effects that the implementation guidance and revisions included in SFAS No. 123(R) will
have on its consolidated financial statements.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

FORWARD - LOOKING STATEMENTS

This Quarterly Report on Form 10-Q and the documents incorporated by reference herein, if any, may contain forward-looking statements
within the meaning of Section 27A of the Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Such statements are
based on management�s current expectations and assessments of risks and uncertainties and reflect various assumptions concerning anticipated
results, which may or may not prove to be correct. Some of the factors that could cause actual results to differ materially from estimates or
projections contained in such forward-looking statements include: the pattern of brand sales, including variations in sales volume within periods;
competition within the relevant product markets, including the ability to develop and successfully introduce new products, ensuring product
quality, pricing, promotional activities, introduction of competing products and continuing customer acceptance of existing products; risks
inherent in acquisitions and strategic alliances; the loss of one or more key employees; loss of distributorship rights; sales by unauthorized
distributors in the company�s exclusive markets; the effects of a prolonged United States or global economic downturn or recession; changes in
costs, including changes in labor costs, raw material prices or advertising and marketing expenses; the costs and effects of unanticipated legal or
administrative proceedings; health epidemics; and variations in political, economic or other factors such as currency exchange rates, inflation
rates, interest rates, tax changes, legal and regulatory changes or other external factors over which Alberto-Culver Company has no control.
Alberto-Culver Company has no obligation to update any forward-looking statement in this Quarterly Report on Form 10-Q or any incorporated
document.

ITEM 3. QUANTITATIVE AND QUALITATIVE DISCLOSURES ABOUT MARKET RISK

There have been no material changes in the company�s market risk during the nine months ended June 30, 2005.

ITEM 4. CONTROLS AND PROCEDURES

(a) As of the end of the period covered by this quarterly report on Form 10-Q, the company carried out an evaluation, under the supervision
and with the participation of the company�s management, including the chief executive officer and the chief financial officer, of the
effectiveness of the design and operation of the disclosure controls and procedures, as defined in Rules 13a-15(e) and 15d-15(e) under the
Securities Exchange Act of 1934 (the �Exchange Act�). Based upon that evaluation, the chief executive officer and the chief financial officer
of the company have concluded that Alberto-Culver Company�s disclosure controls and procedures are effective to ensure that information
required to be disclosed by the company in reports that it files or submits under the Exchange Act is recorded, processed, summarized and
reported within the time periods specified in the Securities and Exchange Commission�s rules and forms.

(b) There were no changes in the company�s internal control over financial reporting that occurred during the company�s last fiscal quarter that
have materially affected, or are reasonably likely to materially affect, the company�s internal control over financial reporting.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

PART II

ITEM 2. UNREGISTERED SALES OF EQUITY SECURITIES AND USE OF PROCEEDS

During the three months ended June 30, 2005, the company acquired 1,119 shares of common stock that were either surrendered by employees
in connection with the payment of withholding taxes related to the vesting of restricted stock or purchased as directed by participants in the
Deferred Compensation Plan For Non-Employee Directors. These shares are not subject to the company�s stock repurchase program.

The following table summarizes information with respect to the above referenced purchases made by or on behalf of the company of shares of
its common stock.

Period

(a)

Total
Number
of Shares
Purchased

(b)
Average
Price

Paid per
Share

(c)
Total Number of
Shares Purchased
as Part of Publicly
Announced Plans
or Programs

(d)

Maximum Number
of Shares That May
Yet Be Purchased
Under the Plans or

Programs

April 1 � April 30, 2005 553 $ 43.925 �  5,000,000
May 1 � May 31, 2005 566 $ 43.750 �  5,000,000
June 1 � June 30, 2005 �  �  �  5,000,000

Total 1,119 �  

On April 28, 2005, the Board of Directors authorized the company to purchase up to 5,000,000 shares of common stock. This authorization
increased the previous share repurchase program that had 2,052,450 remaining authorized shares. No shares have been purchased under the
program as of June 30, 2005.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

ITEM 6. EXHIBITS

(a) Exhibits:

31(a) Certification pursuant to Rules 13a-14(a) and 15d-14(a) of the Exchange Act.

31(b) Certification pursuant to Rules 13a-14(a) and 15d-14(a) of the Exchange Act.

32(a) Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.

32(b) Certification pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

SIGNATURE

Pursuant to the requirements of the Securities Exchange Act of 1934, the registrant has duly caused this report to be signed on its behalf by the
undersigned thereunto duly authorized.

ALBERTO-CULVER COMPANY
(Registrant)

By: /s/ William J. Cernugel

William J. Cernugel
Senior Vice President and Chief Financial Officer
(Principal Financial Officer)

August 5, 2005
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Total Operating Expenses

367
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124
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NOTE G:  NEWLY ISSUED ACCOUNTING STANDARDS

We have considered all other newly issued accounting guidance that is applicable to our operations and the
preparation of our consolidated statements, including that which we have not yet adopted.  We do not believe that any
such guidance will have a material effect on our financial position or results or operation.

NOTE H:  SUBSEQUENT EVENTS

In April 2012 the Company entering into an agreement to fix the price it receives for the sale of its natural gas. This
agreement will be effect from May 2012 through April 2017 during which time the Company will receive $4.53 per
MCF. (See Note D)

Item 2.  Management's Discussion and Analysis of Financial Condition and Results of Operations

Critical Accounting Policies and Estimates

The Company’s discussion and analysis of its financial condition and results of operations are based upon the
Company’s consolidated financial statements, which have been prepared in accordance with accounting principles
generally accepted in the United States.  Certain of the Company’s accounting policies require the application of
judgment in selecting the appropriate assumptions for calculating financial estimates.  By their nature, these
judgments are subject to an inherent degree of uncertainty.  These judgments and estimates are based upon the
Company’s historical experience, current trends and information available from other sources that are believed to be
reasonable under the circumstances, the results of which form the basis for making judgments about the carrying value
of assets and liabilities that are not readily apparent from other sources.  Actual results may differ from these estimates
under different assumptions or conditions.

The Company’s significant accounting policies are summarized in Note B to our consolidated financial statements in
our annual report on Form 10-K.  The Company believes the following critical accounting policies are more
significant to the judgments and estimates used in the preparation of its consolidated financial statements.  Revisions
in such estimates are recorded in the period in which the facts that give rise to the revisions become known.
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Oil and Gas Property Accounting

The Company uses the full cost method of accounting for its investment in oil and natural gas properties.  Under this
method of accounting, all costs of acquisition, exploration and development of oil and natural gas properties
(including such costs as leasehold acquisition costs, geological expenditures, dry hole costs, tangible and intangible
development costs and direct internal costs) are capitalized as the cost of oil and natural gas properties when incurred.

The full cost method requires the Company to calculate quarterly, by cost center, a “ceiling,” or limitation on the amount
of properties that can be capitalized on the balance sheet.  To the extent capitalized costs of oil and natural gas
properties, less accumulated depletion and related deferred taxes exceed the sum of the discounted future net revenues
of proved oil and natural gas reserves, the lower of cost or estimated fair value of unproved properties subject to
amortization, the cost of properties not being amortized, and the related tax amounts, such excess capitalized costs are
charged to expense.

The standardized measure of discounted future net cash flows and changes in such cash flows are prepared using
assumptions required by the Financial Accounting Standards Board and the Securities and Exchange
Commission.  Such assumptions include a standardized method for determining pricing and require that future cash
flow be discounted using a 10% rate. The valuation that results may not represent management’s estimated current
market value of proved reserves.

Doubtful Accounts

The Company’s allowance for doubtful accounts receivable and notes receivable is based on an analysis of the risk of
loss on specific accounts.  The analysis places particular emphasis on past due accounts.  Management considers such
information as the nature and age of the receivable, the payment history of the tenant, customer or other debtor and the
financial condition of the tenant or other debtor.  Management’s estimate of the required allowance, which is reviewed
on a quarterly basis, is subject to revision as these factors change.

Deferred Tax Assets

Significant management judgment is required in determining the provision for income taxes, deferred tax assets and
liabilities and any valuation allowance recorded against net deferred tax assets.  The future recoverability of the
Company’s net deferred tax assets is dependent upon the generation of future taxable income prior to the expiration of
the loss carry forwards.  At March 31, 2012, the Company had a deferred tax asset due to tax deductions available to it
in future years.  However, as management could not determine that it was more likely than not that the benefit of the
deferred tax asset would be realized, a 100% valuation allowance was established.

Liquidity and Capital Resources

At March 31, 2012, the Company had current assets of $316,000 and current liabilities of $779,000.

Cash and cash equivalents at March 31, 2012 were $123,000 as compared to $109,000 at December 31, 2011.

Net cash used in operating activities was ($8,000) for the three months ended March 31, 2012.  During the
three-month period, the Company had a net loss of $1,267,000. Included in the net loss was an impairment loss of
$912,000 to reflect a reduction in the accounting value of the Company’s oil and gas reserves.

Net cash used in investing activities was $8,000 for the three months ended March 31, 2012, consisting of the
purchase of equipment and other capitalized drilling costs at the Company’s oil and gas production facility.
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Net cash provided in financing activities was $30,000 for the three months ended March 31, 2012, consisting of a net
increase in loans from a bank.
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Results of Operations

The Company reported a net loss of $1,267,000 for three months ended March 31, 2012, as compared to net income of
$97,000 for the similar period in 2011.

For the three months ended March 31, 2012, the Company recorded oil and gas revenues of $290,000 as compared to
$280,000 for the comparable period of 2011.  The changes in oil & gas revenue was due to an increase of
approximately $70,000 due to new oil wells that were drilled in late 2011 and a decrease of approximately $60,000
due to lower prices being received for the sale of our natural gas.

The Company recorded revenues of $674,000 for the three months ended March 31, 2012 from its retirement property
compared to $729,000 for the comparable period in 2011.  The decrease was due almost entirely to a reduction in the
number of residence in the facility.

For the three months ended March 31, 2012, the Company recorded oil and gas operating expenses of $471,000 as
compared to $335,000 for the comparable period of 2011.  The increase was principally due to an increase in
depletion expense. The marked decrease in the market price being paid for natural gas resulted in a modification in the
valuation the company placed on its gas reserves which impacted the anticipated production life of its wells. This lead
to an acceleration of the depletion expense being recorded.

For the three months ended March 31, 2012, operating expenses and lease expense at the retirement property were
$597,000 as compared to $581,000 for the comparable period in 2011. The increase was due to an increase in the lease
payment being recorded on the property of $40,000 offset by a general reduction in operating costs.

For the three months ended March 31, 2012, corporate general & administrative expenses were $159,000 as compared
to $124,000 for the comparable periods in 2011.  The increase is primarily due to legal fees incurred by the company
to defend itself against certain lawsuits.

For the three months ended March 31, 2012, interest income was $0 as compared to $119,000 for the comparable
period in 2011.  In December 2011 the Company became concerned about the collectability of a certain note
receivable and determined that the note and any accrued interest be fully reserved. The company continues to accrue
interest but provides a full reserve should it be unable to collect.

 For the three months ended March 31, 2012 the Company recorded interest expense of $62,000 as compared to
$31,000 for the comparable periods in 2011. The increase is due to additional interest due on financing obtained in
late 2011. The proceeds were used to drill wells.

The Company recorded other expense of $4,000 for the three months ended March 31, 2012.  In 2011 other expense
was $72,000 for the comparable period.  The expense in 2011 was the result of a one-time legal settlement for $71,000
that was not anticipated.

Forward Looking Statements

“Safe Harbor” Statement under the Private Securities Litigation Reform Act of 1995:  A number of the matters and
subject areas discussed in this filing that are not historical or current facts deal with potential future circumstances,
operations and prospects.  The discussion of such matters and subject areas is qualified by the inherent risks and
uncertainties surrounding future expectations generally, and also may materially differ from the Company’s actual
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future experience involving any one or more of such matters and subject areas relating to interest rate fluctuations, the
ability to obtain adequate debt and equity financing, demand, pricing, competition, construction, licensing, permitting,
construction delays on new developments, contractual and licensure, and other delays on the disposition, transition, or
restructuring of currently or previously owned, leased or managed properties in the Company’s portfolio, and the
ability of the Company to continue managing its costs and cash flow while maintaining high occupancy rates and
market rate charges in its retirement community.  The Company has attempted to identify, in context, certain of the
factors that it currently believes may cause actual future experience and results to differ from the Company’s current
expectations regarding the relevant matter of subject area.  These and other risks and uncertainties are detailed in the
Company’s reports filed with the Securities and Exchange Commission (“SEC”), including the Company’s Annual
Reports on Form 10-K and Quarterly Reports on Form 10-Q.
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Inflation

The Company’s principal source of revenue is rents from a retirement community and fees for services rendered.  The
real estate operation is affected by rental rates that are highly dependent upon market conditions and the competitive
environment in the areas where the property is located.  Compensation to employees and maintenance are the
principal cost elements relative to the operation of this property.  Although the Company has not historically
experienced any adverse effects of inflation on salaries or other operating expenses, there can be no assurance that
such trends will continue or that, should inflationary pressures arise, the Company will be able to offset such costs by
increasing rental rates in its real estate operation.

Environmental Matters

The Company has conducted environmental assessments on most of its existing owned or leased properties.  These
assessments have not revealed any environmental liability that the Company believes would have a material adverse
effect on the Company’s business, assets or results of operations.  The Company is not aware of any such
environmental liability.  The Company believes that all of its properties are in compliance in all material respects with
all federal, state and local laws, ordinances and regulations regarding hazardous or toxic substances or petroleum
products.  The Company has not been notified by any governmental authority and is not otherwise aware of any
material non-compliance, liability or claim relating to hazardous or toxic substances or petroleum products in
connection with any of its communities.

Item 3.  Quantitative and Qualitative Disclosures about Market Risk

Interest Rate Risk

Nearly all of the Company’s debt is financed at fixed rates of interest.  Therefore, the Company has minimal risk from
exposure to changes in interest rates.

Item 4.  CONTROLS AND PROCEDURES

(a)           Based on an evaluation by our management (with the participation of our Principal Executive Officer and
Principal Financial Officer), as of the end of the period covered by this report, our Principal Executive Officer and
Principal Financial Officer concluded that our disclosure controls and procedures (as defined in Rules 13a-15(e) and
15d-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”)). Were effective to provide
reasonable assurance that information required to be disclosed by us in reports that we file or submit under the
Exchange Act is recorded, processed, summarized and reported within the time periods specified in SEC rules and
forms and that such information is accumulated and communicated to our management, including our Principal
Executive Officer and Principal Financial Officer, to allow timely decisions regarding required disclosures.

(b)           There has been no change in our internal control over financial reporting (as defined in Exchange Act Rule
13a-15(f)) during the most recent fiscal quarter that has materially affected, or is reasonably likely to materially affect,
our internal control over financial reporting.
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PART II:  OTHER INFORMATION

Item 2.  Unregistered Sales of Equity Securities and Use of Proceeds

None.
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Item 6.  Exhibits

The following exhibits are filed herewith or incorporated by reference as indicated below.

Exhibit Designation Exhibit Description

3.1 Articles of Incorporation of Medical Resource Companies of America
(incorporated by reference to Exhibit 3.1 to Registrant’s Form S-4
Registration Statement No. 333-55968 dated December 21, 1992)

3.2 Amendment to the Articles of Incorporation of Medical Resource
Companies of America (incorporated by reference to Exhibit 3.5 to
Registrant’s Form 8-K dated April 1, 1993)

3.3 Restated Articles of Incorporation of Greenbriar Corporation
(incorporated by reference to Exhibit 3.1.1 to Registrant’s Form 10-K
dated December 31, 1995)

3.4 Amendment to the Articles of Incorporation of Medical Resource
Companies of America (incorporated by reference to Exhibit to
Registrant’s PRES 14-C dated February 27, 1996)

3.5 Bylaws of Registrant (incorporated by reference to Exhibit 3.2 to
Registrant’s Form S-4 Registration Statement No. 333-55968 dated
December 21, 1992)

3.6 Amendment to Section 3.1 of Bylaws of Registrant adopted October 9,
2003 (incorporated by reference to Exhibit 3.2.1 to Registrant’s Form S-4
Registration Statement No. 333-55968 dated December 21, 1992)

3.7 Certificate of Decrease in Authorized and Issued Shares effective
November 30, 2001 (incorporated by reference to Exhibit 2.1.7 to
Registrant’s Form 10-K dated December 31, 2002)

3.8 Certificate of Designations, Preferences and Rights of Preferred Stock
dated May 7, 1993 relating to Registrant’s Series B Preferred Stock
(incorporated by reference to Exhibit 4.1.2 to Registrant’s Form S-3
Registration Statement No. 333-64840 dated June 22, 1993)

3.9 Certificate of Voting Powers, Designations, Preferences and Rights of
Registrant’s Series F Senior Convertible Preferred Stock dated December
31, 1997 (incorporated by reference to Exhibit 2.2.2 of Registrant’s Form
10-KSB for the fiscal year ended December 31, 1997)

3.10 Certificate of Voting Powers, Designations, Preferences and Rights of
Registrant’s Series G Senior Non-Voting Convertible Preferred Stock
dated December 31, 1997 (incorporated by reference to Exhibit 2.2.3 of
Registrant’s Form 10-KSB for the fiscal year ended December 31, 1997)
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3.11 Certificate of Designations dated October 12, 2004 as filed with the
Secretary of State of Nevada on October 13, 2004 (incorporated by
reference to Exhibit 3.4 of Registrant’s Current Report on Form 8-K for
event occurring October 12, 2004)

3.12 Certificate of Amendment to Articles of Incorporation effective February
8, 2005 (incorporated by reference to Exhibit 3.5 of Registrant’s Current
Report on Form 8-K for event occurring February 8, 2005)

3.13 Certificate of Amendment to Articles of Incorporation effective March
21, 2007 (incorporated by reference to Exhibit 3.13 of Registrant’s
Current Report on Form 8-K for event occurring March 21, 2005)

 31.1* Certification pursuant to Rule 13a-14 and 15d-14 under the Securities
Exchange Act of 1934, as amended, of Principal Executive Officer and
Chief Financial Officer

 32.1* Certification of Principal Executive Officer and Chief Financial Officer
pursuant to 18 U.S.C. §1350

101 Interactive data files pursuant to Rule 405 of Regulation S-T. 

*Filed herewith.
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Signatures

Pursuant to the requirements of the Securities and Exchange Act of 1934, Registrant has duly caused this Report to be
signed on its behalf by the undersigned, thereunto duly authorized.

New Concept Energy, Inc.

Date: March 11, 2013 By:   /s/ Gene Bertcher                               
Gene S. Bertcher, Principal
Executive
Officer, President and Chief
Financial 
Officer 
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