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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, 2004, the company had 90,694,668 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, 2004 and 2003

(in thousands, except per share data)

(Unaudited)

2004 2003

Net sales $ 823,224 736,057
Cost of products sold 404,267 371,889

Gross profit 418,957 364,168
Advertising, marketing, selling and administrative 335,343 293,420
Non-cash charge related to conversion to one class of common stock (note 2) 7,769 �  
Gain on sale of business (note 3) (10,147) �  

Operating earnings 85,992 70,748
Interest expense, net of interest income of $991 in 2004 and $955 in 2003 5,507 5,652

Earnings before provision for income taxes 80,485 65,096
Provision for income taxes 29,021 22,532

Net earnings $ 51,464 42,564

Net earnings per share
Basic $ .57 .49

Diluted $ .56 .47

Weighted average shares outstanding
Basic 90,218 87,561

Diluted 92,312 90,110

Cash dividends paid per share $ .10 .07
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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, 2004 and 2003

(in thousands, except per share data)

(Unaudited)

2004 2003

Net sales $ 2,407,296 2,139,789
Cost of products sold 1,188,795 1,073,245

Gross profit 1,218,501 1,066,544
Advertising, marketing, selling and administrative 987,292 869,057
Non-cash charge related to conversion to one class of common stock (note 2) 79,039 �  
Gain on sale of business (note 3) (10,147) �  

Operating earnings 162,317 197,487
Interest expense, net of interest income of $3,011 in 2004 and $2,535 in 2003 16,716 16,968

Earnings before provision for income taxes 145,601 180,519
Provision for income taxes 51,811 64,084

Net earnings $ 93,790 116,435

Net earnings per share
Basic $ 1.04 1.33

Diluted $ 1.02 1.29

Weighted average shares outstanding
Basic 89,770 87,314

Diluted 91,662 89,861

Cash dividends paid per share $ .27 .20

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

Consolidated Balance Sheets

June 30, 2004 and September 30, 2003

(dollars in thousands, except share data)

(Unaudited)
June 30,

2004

September 30,

2003

ASSETS
Current assets:
Cash and cash equivalents $ 330,477 370,148
Short-term investments 19,026 �  
Receivables, less allowance for doubtful accounts ($18,906 at 6/30/04 and $19,111 at 9/30/03) 233,179 226,054
Inventories:
Raw materials 38,416 35,714
Work-in-process 5,380 4,633
Finished goods 579,341 490,810

Total inventories 623,137 531,157
Other current assets 44,657 38,130

Total current assets 1,250,476 1,165,489

Property, plant and equipment at cost, less accumulated depreciation ($332,025 at 6/30/04 and $312,530
at 9/30/03) 284,127 264,335
Goodwill, net 472,082 355,285
Trade names, net 91,704 84,463
Other assets 78,562 76,037

Total assets $ 2,176,951 1,945,609

LIABILITIES AND STOCKHOLDERS� EQUITY
Current liabilities:
Short-term borrowings and current maturities of long-term debt $ 577 295
Accounts payable 245,668 220,633
Accrued expenses 239,816 222,860
Income taxes 22,012 21,721

Total current liabilities 508,073 465,509

Long-term debt 320,613 320,587
Deferred income taxes 24,403 39,759
Other liabilities 69,788 57,625

Stockholders� equity:
Common stock, par value $.22 per share, authorized 300,000,000 shares; issued 98,470,287 at 6/30/04
and 97,810,191 at 9/30/03 (notes 2 and 4) 21,663 15,031
Additional paid-in capital 317,083 215,777
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Retained earnings 1,098,252 1,035,513
Deferred compensation (4,084) (4,487)
Accumulated other comprehensive income � foreign currency translation (29,684) (40,695)

1,403,230 1,221,139
Less treasury stock at cost (7,775,619 shares at 6/30/04 and 9,349,977 at 9/30/03) (notes 2 and 4) (149,156) (159,010)

Total stockholders� equity 1,254,074 1,062,129

Total liabilities and stockholders� equity $ 2,176,951 1,945,609

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, 2004 and 2003

(dollar amounts in thousands)

(Unaudited)

2004 2003

Cash Flows from Operating Activities:
Net earnings $ 93,790 116,435
Adjustments to reconcile net earnings to net cash provided by operating activities:
Depreciation 35,251 34,266
Amortization 2,299 2,413
Non-cash charge related to conversion to one class of common stock, net of taxes (note 2) 51,375 �  
Gain on sale of business, net of taxes (note 3) (5,745) �  
Cash effects of changes in (excluding acquisitions and divestitures):
Receivables, net (5,456) 1,697
Inventories, net (55,037) (14,482)
Other current assets (3,144) (3,363)
Accounts payable and accrued expenses 28,811 (20,070)
Income taxes 21,974 5,430
Other assets (4,822) 1,318
Other liabilities 2,910 (2,112)

Net cash provided by operating activities 162,206 121,532

Cash Flows from Investing Activities:
Short-term investments (19,026) �  
Capital expenditures (53,668) (34,911)
Payments for purchased businesses, net of acquired companies� cash (157,420) (921)
Proceeds from sale of business 33,730 �  
Other, net 5,612 624

Net cash used by investing activities (190,772) (35,208)

Cash Flows from Financing Activities:
Short-term borrowings, net 395 109
Proceeds from issuance of long-term debt 275 407
Repayments of long-term debt (214) (1,190)
Cash dividends paid (24,420) (17,566)
Proceeds from exercise of stock options 50,538 18,205
Stock purchased for treasury (40,079) (10,693)

Net cash used by financing activities (13,505) (10,728)

Effect of foreign exchange rate changes on cash 2,400 8,062

Net increase (decrease) in cash and cash equivalents (39,671) 83,658
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Cash and cash equivalents at beginning of period 370,148 217,485

Cash and cash equivalents at end of period $ 330,477 301,143

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

Notes to Consolidated Financial Statements

(1) BASIS OF PRESENTATION

The consolidated financial statements 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, 2003. 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 covered 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.

(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. The single class of common stock continues to trade on the New York Stock
Exchange under the symbol ACV. 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.

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. 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 $105.9 million ($68.8 million after taxes), of which $7.8 million ($5.1 million after taxes) and $79.0 million ($51.4 million after
taxes) was recognized in the third quarter and nine months of fiscal year 2004, respectively, another $7.8 million ($5.0 million after taxes) will
be recognized in the fourth quarter of fiscal year 2004 and $19.1 million ($12.4 million after taxes) will be recognized over the following three
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 effect of the options remeasurement increased total stockholders� equity by $2.7 million and
$27.7 million in the third quarter and nine months of fiscal year 2004, respectively, and resulted in the recognition of a deferred tax asset of the
same amount. Thereafter, the remaining non-cash charges will increase total stockholders� equity and result in the recognition of additional
deferred tax assets of $2.7 million in the fourth quarter of fiscal year 2004 and $6.7 million over the following three 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 6 cents.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

Notes to Consolidated Financial Statements (continued)

(4) STOCKHOLDERS� EQUITY

In July, 2002, the Board of Directors authorized the company to purchase up to 2,384,150 shares of Class A common stock. As of October 22,
2003, the company had purchased 331,700 Class A shares under the authorization at a total cost of $15.1 million. On October 22, 2003, the
Board of Directors authorized the company to purchase up to 2,052,450 shares of Class B common stock. This authorization replaced the Class
A share repurchase program. A total of 2,052,450 shares remain available for purchase under the program as of June 30, 2004.

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 the treasury. All share and per share information in this report, except for treasury shares, has been
restated to reflect the 50% stock dividend.

On January 22, 2004, shareholders approved amendments to the company�s certificate of incorporation that eliminated Class A common stock
from the authorized capital of the company and redesignated the Class B common stock as Common Stock. As a result of these amendments, the
company has 300,000,000 shares of authorized Common Stock. The newly designated Common Stock continues to trade on the New York
Stock Exchange under the symbol ACV.

During the nine months ended June 30, 2004 and 2003, the company acquired $40.1 million and $2.9 million, respectively, of common stock
surrendered by employees in connection with the exercise 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 above-mentioned stock repurchase program.

(5) WEIGHTED AVERAGE SHARES OUTSTANDING

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

2004 2003 2004 2003

Basic weighted average shares outstanding 90,218 87,561 89,770 87,314
Effect of dilutive securities:
Assumed exercise of stock options 1,703 2,027 1,501 2,025
Assumed vesting of restricted stock 391 522 391 522
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Diluted weighted average shares outstanding 92,312 90,110 91,662 89,861

No stock options were anti-dilutive for the three months or nine months ended June 30, 2004 or 2003.
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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 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 and, accordingly, no compensation
cost related to stock options has been recognized in the consolidated statements of earnings.

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
months and nine months ended June 30, 2004 and 2003 would have been as follows (in thousands, except per share amounts):

Three Months

Ended June 30

Nine Months

Ended June 30

2004 2003 2004 2003

Net earnings:
As reported $ 51,464 42,564 93,790 116,435
Add: Stock-based compensation expense included in reported net
income, net of related income tax effects 5,292 203 52,094 749
Less: Stock-based compensation expense determined under the
fair-value based method, net of related income tax effects (2,732) (2,615) (8,263) (7,029)

Pro-forma $ 54,024 40,152 137,621 110,155

Basic net earnings per share:
As reported $ .57 .49 1.04 1.33
Pro-forma $ .60 .46 1.53 1.26

Diluted net earnings per share:
As reported $ .56 .47 1.02 1.29
Pro-forma $ .59 .45 1.50 1.23

The $5.3 million and $52.1 million addbacks for the three and nine months ended June 30, 2004, respectively, for stock-based compensation
expense included in reported net income include the $5.1 million and $51.4 million after-tax non-cash charges related to the conversion to a
single class of common stock for the same periods. The $2.7 million and $8.3 million deductions for the three and nine months ended June 30,
2004, respectively, for stock-based compensation expense determined under the fair-value based method include $10,000 and $95,000 of
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.
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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

2004 2003 2004 2003

Net earnings $ 51,464 42,564 93,790 116,435
Other comprehensive income adjustments-foreign currency
translation (4,800) 16,836 11,011 33,014

Comprehensive income $ 46,664 59,400 104,801 149,449

The net earnings and comprehensive income amounts for the three months and nine months ended June 30, 2004 include the $5.1 million and
$51.4 million after-tax non-cash charges related to the conversion to a single class of common stock and 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

Segment information for the three months and nine months ended June 30, 2004 and 2003 is as follows (in thousands):

Three Months

Ended June 30

Nine Months

Ended June 30

2004 2003 2004 2003

Net sales:
Global Consumer Products $ 289,478 274,645 865,186 804,463
Specialty distribution � Sally 540,302 468,674 1,560,079 1,354,989
Eliminations (6,556) (7,262) (17,969) (19,663)
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$ 823,224 736,057 2,407,296 2,139,789

Earnings before provision for income taxes:
Global Consumer Products $ 29,012 24,591 77,791 67,766
Specialty distribution � Sally 59,767 52,776 168,709 147,477

Segment operating profit 88,779 77,367 246,500 215,243
Unallocated expenses, net (5,165) (6,619) (15,291) (17,756)
Non-cash charge related to conversion to one class of common stock (note 2) (7,769) �  (79,039) �  
Gain on sale of business (note 3) 10,147 �  10,147 �  
Interest expense, net of interest income (5,507) (5,652) (16,716) (16,968)

$ 80,485 65,096 145,601 180,519

9
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

Notes to Consolidated Financial Statements (Continued)

(9) GOODWILL AND TRADE NAMES

Information about changes in the carrying amount of goodwill by operating segment for the nine months ended June 30, 2004 is as follows (in
thousands):

Global
Consumer
Products

Specialty
distribution-

Sally Total

Balance as of September 30, 2003 $ 142,440 212,845 355,285
Additions, net of purchase price adjustments 22,965 93,007 115,972
Foreign currency translation effect 610 215 825

Balance as of June 30, 2004 $ 166,015 306,067 472,082

The $23.0 million increase in Global Consumer Products was mainly attributable to the acquisition of Pantresse in January, 2004. The increase
in Specialty distribution � Sally goodwill was primarily due to the acquisition of West Coast Beauty Supply in December, 2003. See note 10 for
further discussion of the West Coast Beauty Supply acquisition.

Indefinite-lived trade names by operating segment at June 30, 2004 and September 30, 2003 were as follows (in thousands):

June 30,

2004

September 30,

2003

Global Consumer Products $ 87,191 79,950
Specialty distribution � Sally 4,513 4,513

$ 91,704 84,463

The increase in Global Consumer Products� trade names was mainly attributable to the acquisition of a nutritional supplement product line in
Norway by the company�s Cederroth International subsidiary and the effect of foreign exchange rates.

(10) ACQUISITION
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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 Sally Beauty Company�s Beauty Systems Group. The total amount paid for the
acquisition in the nine months of fiscal year 2004 was $122.7 million. In addition, approximately $13.8 million will be paid over future periods
in accordance with the purchase agreement. Goodwill of $93.0 million, including the $13.8 million of future payments, was recorded as a result
of the acquisition. 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 Specialty distribution � Sally segment.

10
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

Notes to Consolidated Financial Statements (Continued)

(10) ACQUISITION (continued)

The following table provides pro-forma results for the three months and nine months ended June 30, 2004 and 2003 as if West Coast Beauty
Supply had been acquired on October 1, 2002. 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, 2002, nor are the pro-forma amounts necessarily indicative of future results.

Three Months

Ended June 30

Nine Months

Ended June 30

(in thousands)
2004 2003 2004 2003

Pro-forma net sales $ 823,224 785,295 2,437,712 2,274,443

Pro-forma net earnings $ 51,464 45,000 94,498 121,548

Pro-forma net earnings per share
Basic $ .57 .51 1.05 1.39
Diluted $ .56 .50 1.03 1.35

The pro-forma amounts for the three months and nine months ended June 30, 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 $5.1 million and $51.4 million in
the third quarter and nine months of fiscal year 2004, respectively. The gain on the sale of Indola increased net earnings by $5.7 million in the
third quarter and nine months of fiscal year 2004. Basic and diluted net earnings per share were increased by one cent in the third quarter of
fiscal year 2004 while basic and diluted net earnings per share were lowered by 51 cents and 50 cents, respectively, for the nine months of fiscal
year 2004 as a result of the non-cash charge and the gain on the sale of Indola.

(11) SUBSEQUENT EVENT � REDEMPTION OF 8.25% SENIOR NOTES

On July 21, 2004, the Board of Directors approved the buyback of the entire $200 million of outstanding 8.25% Senior Notes due November 1,
2005 under the redemption provisions of the Senior Notes. The redemption, which the company plans to be effective on or about September 15,
2004, will result in a pre-tax charge in the fourth quarter of fiscal year 2004 of approximately $12.4 million. The final amount of the charge will
not be determined until the redemption date.

11
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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) have two segments for external financial reporting purposes. The
Global Consumer Products segment 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,
Canada 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. The company�s �Specialty distribution � Sally� segment consists of Sally Beauty Company which is
comprised of two operations: (1) Sally Beauty Supply, a domestic and international chain of cash-and-carry outlets offering professional beauty
supplies to both salon professionals and retail consumers and (2) Beauty Systems Group, a full-service beauty products 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, 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. The single class of common stock continues to trade on the
New York Stock Exchange under the symbol ACV. 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.

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. 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 $105.9 million ($68.8 million after taxes), of which $7.8 million ($5.1 million after taxes) and $79.0 million ($51.4 million after
taxes) was recognized in the third quarter and nine months of fiscal year 2004, respectively, another $7.8 million ($5.0 million after taxes) will
be recognized in the fourth quarter of fiscal year 2004 and $19.1 million ($12.4 million after taxes) will be recognized over the following three
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 effect of the options remeasurement increased total stockholders� equity by $2.7 million and
$27.7 million in the third quarter and nine months of fiscal year 2004, respectively, and resulted in the recognition of a deferred tax asset of the
same amount. Thereafter, the remaining non-cash charges will increase total stockholders� equity and result in the recognition of additional
deferred tax assets of $2.7 million in the fourth quarter of fiscal year 2004 and $6.7 million over the following three 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) in the third quarter of fiscal 2004 which increased basic and diluted net earnings per share by 6 cents.
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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
accompanying analysis of results of operations. 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. 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 quarters. Reconciliations of these measures to the most directly comparable
financial measures under generally accepted accounting principles (GAAP) in the United States are provided in the �Reconciliation of
Non-GAAP Financial Measures� section of Management�s Discussion and Analysis of Financial Condition and Results of Operations (MD&A).

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 the treasury. All share and per share information in this report, except for treasury shares, has been
restated to reflect the 50% stock dividend.

On January 22, 2004, shareholders approved amendments to the company�s certificate of incorporation that eliminated Class A common stock
from the authorized capital of the company�s charter and redesignated the Class B common stock as Common Stock. As a result of these
amendments, the company has 300,000,000 shares of authorized Common Stock. The newly designated Common Stock continues to trade on
the New York Stock Exchange under the symbol ACV.

RESULTS OF OPERATIONS

Third Quarter and Nine Months Ended June 30, 2004 versus Third Quarter and Nine Months Ended June 30, 2003

The company achieved record third quarter net sales of $823.2 million in fiscal year 2004, up $87.2 million or 11.8% over the comparable
period of the prior year. For the nine-month period ending June 30, 2004, net sales reached a new high of $2.41 billion, representing a $267.5
million or 12.5% increase compared to last year�s nine-month period. The effect of foreign exchange rates increased sales by 1.5% in the third
quarter and 2.7% in the first nine months of fiscal year 2004.

Net earnings were $51.5 million for the three months ended June 30, 2004 versus $42.6 million in the prior year. Net earnings for the third
quarter of fiscal year 2004 were reduced by $5.1 million, net of income taxes, as a result of the non-cash charge and 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 the MD&A. Basic earnings per
share of 57 cents in the third quarter of fiscal year 2004 were 8 cents or 16.3% higher than the same period of fiscal year 2003. Diluted earnings
per share for the current quarter increased 19.1% to 56 cents from 47 cents in the same period of the prior year.
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Net earnings excluding the non-cash charge and gain on the sale of Indola were $50.8 million for the three months ended June 30, 2004 or
19.3% higher than the prior year�s third quarter net earnings of $42.6 million. Basic earnings per share excluding the non-cash charge and gain on
the sale of Indola were 56 cents in the third quarter of fiscal year 2004, which was 7 cents or 14.3% higher than the same period of fiscal year
2003. Diluted earnings per share excluding the non-cash charge and gain on the sale of Indola for the current quarter increased 17.0% to 55 cents
from 47 cents in the same period of the prior year.

Net earnings for the nine months ended June 30, 2004 were $93.8 million versus $116.4 million in the prior year. Net earnings for the nine
months of fiscal year 2004 were reduced $51.4 million, net of income taxes, as a result of the non-cash charge and 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 the MD&A. As a result, basic
earnings per share were $1.04 for the nine months versus $1.33 last year and diluted earnings per share were $1.02 in fiscal year 2004 compared
to $1.29 in the prior year.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES 

RESULTS OF OPERATIONS (continued)

Net earnings excluding the non-cash charge and the gain on sale of Indola were $139.4 million for the nine months ended June 30, 2004 or
19.7% higher than the prior year�s nine months net earnings of $116.4 million. Basic earnings per share excluding the non-cash charge and the
gain on sale of Indola were $1.55 for the nine months of fiscal year 2004, which was 22 cents or 16.5% higher than the same period of fiscal
year 2003. Diluted earnings per share excluding the non-cash charge and the gain on sale of Indola for the nine months of fiscal 2004 increased
17.8% to $1.52 from $1.29 in the same period of the prior year.

Compared to the same period of the prior year, sales of Global Consumer Products increased 5.4% and 7.5% in the third quarter and nine months
of fiscal year 2004, respectively. The third quarter increase was primarily due to the effect of foreign exchange rates, which increased sales by
2.6%, and higher sales of the Alberto V05 and TRESemme lines of hair care products, St. Ives Swiss Formula skin care products and the
Motions and Just For Me ethnic hair care lines along with increased sales for custom label filling operations. The sales increase for the
nine-month period was primarily due to the effect of foreign exchange rates, which increased sales by 5.0%, and higher sales of the Alberto V05
and TRESemme lines of hair care products, St. Ives Swiss Formula skin care products and Mrs. Dash seasonings along with higher sales for
custom label filling operations.

The Specialty distribution � Sally (Sally) business segment achieved a sales increase of 15.3% for the third quarter and 15.1% for the nine months
of fiscal year 2004. The sales increase was mainly attributable to the expansion of Sally�s full-service operations, including the acquisition of
West Coast Beauty Supply in December, 2003, higher sales for established stores, the opening of new stores and the effect of foreign exchange
rates.

Cost of products sold as a percentage of net sales was 49.1% for the third quarter and 49.4% for the nine months of fiscal year 2004 compared to
50.5% for the third quarter and 50.2% for the nine months of the prior year. The decreases in the cost of products sold percentage in the third
quarter and nine months of fiscal year 2004 were primarily attributable to increased sales of higher margin products and cost savings programs
for Alberto-Culver Consumer Products Worldwide and improved vendor pricing for Sally.

Compared to the prior year, advertising, marketing, selling and administrative expenses in fiscal year 2004 increased $41.9 million or 14.3% for
the third quarter and $118.2 million or 13.6% for the nine months. The increases primarily resulted from the higher selling and administrative
costs associated with the growth of the Sally business, including the acquisition of West Coast Beauty Supply in December, 2003, and higher
expenditures for advertising and marketing.

Advertising and marketing expense was $63.6 million for the third quarter and $185.4 million for the nine months of fiscal year 2004 versus
$49.5 million for the third quarter and $157.9 million for the nine months of fiscal year 2003. The increases of 28.5% and 17.4% for the third
quarter and nine months, respectively, primarily resulted from higher advertising and marketing expenditures for Alberto V05 hair care products
and St. Ives Swiss Formula skin care products, increased advertising for Sally Beauty Company and the effects of foreign exchange rates.

The effective income tax rate for the third quarter of fiscal year 2004 was 36.1% versus 34.6% in the prior year. The higher effective income tax
rate in the third quarter of fiscal year 2004 was primarily due to taxes on the gain related to the sale of Indola, which increased the tax rate by
1.1%, a change in the mix of taxable earnings and the favorable settlement of certain income tax matters in fiscal year 2003. The effective
income tax rate for the nine months of fiscal year 2004 was 35.6% versus 35.5% in the prior year. The higher tax rate for the nine months of

Edgar Filing: ALBERTO CULVER CO - Form 10-Q

25



fiscal year 2004 was primarily due to taxes on the gain related to the sale of Indola, which increased the tax rate by 0.6%. This increase was
partially offset by a decrease in the tax rate due to a change in the mix of taxable earnings.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES 

FINANCIAL CONDITION

June 30, 2004 versus September 30, 2003

Working capital at June 30, 2004 was $742.4 million, an increase of $42.4 million from $700.0 million at September 30, 2003. The resulting
ratio of current assets to current liabilities was 2.46 to 1.00 at June 30, 2004 compared to 2.50 to 1.00 at September 30, 2003. The increase in
working capital was primarily due to working capital generated from operations and proceeds from the sale of Indola, partially offset by cash
outlays for the acquisitions of West Coast Beauty Supply and Pantresse, capital expenditures and cash dividends.

Cash, cash equivalents and short-term investments decreased $20.6 million during the nine months of fiscal year 2004 to $349.5 million
primarily due to the acquisitions of West Coast Beauty Supply and Pantresse, capital expenditures and cash dividends. These outflows were
substantially offset by cash flow provided by operating activities and cash received from the sale of Indola.

Inventories increased $92.0 million during the nine months of fiscal year 2004 to $623.1 million primarily due to the acquisition of West Coast
Beauty Supply, the timing of inventory purchases, the growth of the Sally business, including the opening of new stores and additional product
lines, and the weakening of the U.S. dollar versus certain foreign currencies.

Net goodwill increased $116.8 million in fiscal year 2004 mainly due to the acquisitions of West Coast Beauty Supply and Pantresse.

Accounts payable increased $25.0 million during the nine months of fiscal year 2004 mainly due to the operations of West Coast Beauty Supply,
which was acquired in December 2003, and the timing of inventory purchases and vendor payments.

Accrued expenses increased $17.0 million in fiscal year 2004 primarily due to the acquisition of West Coast Beauty Supply in December, 2003.

Deferred income taxes and accrued income taxes decreased $15.1 million during the nine months of fiscal year 2004. The decrease in deferred
income taxes was primarily due to the deferred tax asset of $27.7 million recorded in the current year in connection with the non-cash charge
related to the conversion to a single class of common stock.

Other liabilities increased $12.2 million in fiscal year 2004 primarily due to deferred obligations related to the acquisition of West Coast Beauty
Supply in December, 2003.

Common stock increased $6.6 million during the nine months of fiscal year 2004 as a result of the reclassification from retained earnings of the
par value of the additional shares issued for the 50% stock dividend in February, 2004.
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Additional paid-in capital increased $101.3 million in fiscal year 2004. The increase was primarily related to $78.7 million of additional paid-in
capital associated with the conversion to a single class of common stock and additional paid-in capital from the exercise of employee stock
options.

�Accumulated other comprehensive income � foreign currency translation� decreased $11.0 million during the nine months of fiscal year 2004
mainly due to the weakening of the U.S. dollar versus certain foreign currencies, primarily the British pound, Euro, Swedish krona, Canadian
dollar and Australian dollar.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES 

LIQUIDITY AND CAPITAL RESOURCES

On July 21, 2004, the Board of Directors approved the buyback of the entire $200 million of outstanding 8.25% Senior Notes due November 1,
2005 under the redemption provisions of the Senior Notes. The redemption, which the company plans to be effective on or about September 15,
2004, will result in a pre-tax charge in the fourth quarter of fiscal year 2004 of approximately $12.4 million. The final amount of the charge will
not be determined until the redemption date. The company will use its cash, cash equivalents and short-term investments, which totaled $349.5
million at June 30, 2004, to redeem the Senior Notes. After the redemption, the company�s long-term debt will consist primarily of $120 million
of 6.375% debentures due in 2028.

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, 2003. A discussion of critical accounting policies is included in
Management�s Discussion and Analysis of Results of Operations and Financial Condition in the company�s Annual Report on Form 10-K for the
fiscal year ended September 30, 2003. There were no significant changes in the company�s critical accounting policies during the nine months
ended June 30, 2004.

RECONCILIATION OF NON-GAAP FINANCIAL MEASURES

Reconciliations of non-GAAP financial measures to their most directly comparable financial measures under GAAP in the United States for the
three months and nine months ended June 30, 2004 and 2003 are as follows (in thousands, except per share data):

Three Months Ended

June 30,

Nine Months Ended

June 30,

2004 2003 2004 2003

Net earnings, as reported $ 51,464 42,564 93,790 116,435
Non-cash charge related to conversion to one class of common stock, net of income taxes 5,050 �  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 $ 50,769 42,564 139,420 116,435

Basic net earnings per share, as reported $ .57 .49 1.04 1.33
Non-cash charge related to conversion to one class of common stock, net of income taxes .05 �  .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 $ .56 .49 1.55 1.33
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Diluted net earnings per share, as reported $ .56 .47 1.02 1.29
Non-cash charge related to conversion to one class of common stock, net of income taxes .05 �  .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 $ .55 .47 1.52 1.29
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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; loss of
distributorship rights; risks inherent in acquisitions and strategic alliances; the loss of one or more key employees; 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; unanticipated effects of the conversion to a
single class of common stock; 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 three months ended June 30, 2004.

ITEM 4. CONTROLS AND PROCEDURES

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.
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ALBERTO-CULVER COMPANY AND SUBSIDIARIES

PART II

ITEM 2. CHANGES IN SECURITIES, USE OF PROCEEDS AND ISSUER PURCHASES OF EQUITY SECURITIES

The following table summarizes information with respect to 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, 2004 �  �  �  2,052,450
May 1 � May 31, 2004 �  �  �  2,052,450
June 1 � June 30, 2004 321 $ 47.90 �  2,052,450

In July, 2002, the Board of Directors authorized the company to purchase up to 2,384,150 shares of Class A common stock. As of October 22,
2003, the company had purchased 331,700 Class A shares under the authorization at a total cost of $15.1 million. On October 22, 2003, the
Board of Directors authorized the company to purchase up to 2,052,450 shares of Class B common stock (redesignated as Common Stock in
January, 2004). This authorization replaced the Class A share repurchase program. A total of 2,052,450 shares remain available for purchase
under the program as of June 30, 2004.

During the month of June, 2004, the company acquired 321 shares of common stock surrendered by employees in connection with the exercise
of stock options. Shares acquired in connection with the exercise of stock options are not subject to the above-mentioned stock repurchase
program.

ITEM 6. EXHIBITS AND REPORTS ON FORM 8-K

(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.
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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.

(b) Reports on Form 8-K:

A Form 8-K was filed on April 22, 2004 under Item 12 furnishing a press release dated April 22, 2004, announcing the company�s results for its
second quarter ended March 31, 2004.
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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, 2004
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