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Situation Statement

NCK Capital LLC (“the Client”), together with its co-investor, Greyrock Capital Group,
currently holds equity investments in two cosmetology school operators with 25
campuses across 5 states. Because both institutions are eligible for Title IV funding,
they are required to comply with Gainful Employment regulations administered by the
United States Department of Education.

As part of its effort to better inform regulators, the Client is seeking to evaluate the
role that Title IV-eligible cosmetology and related programs play in preparing students
who ultimately sit for licensing exams and obtain cosmetology licenses.

Research published by the American University' suggests that cosmetology training
outcomes are driven primarily by non-Title IV institutions. The Client believes this
characterization understates the role that Title IV institutions play in training licensed
cosmetologists.

To better inform this discussion, the Client is seeking a data-driven analysis of
cosmetology licensing outcomes in several states that publish school-level regulatory
data. This analysis will focus on Arizona, California, Illinois, Maryland, Texas, and
Virginia, which collectively represent 32.1% of the U.S. population as well as diverse
cosmetology training markets. These states also publish, or provide via FOIA, detailed
school-level reporting on licensing exam participation and outcomes necessary to
perform an accurate analysis of the number of students served by Title IV institutions
versus those served by non-Title IV institutions.

" Acevedo, N., Blanchard, K. J., & Cellini, S. R. (2024). Cosmetology schools everywhere. Postsecondary Equity &
Economics Research Project, American University.
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Objective

The objective of this analysis is to determine what share of cosmetology licensing exam
candidates and licensed professionals originate from Title IV-eligible institutions
versus non-Title IV institutions, using school-level licensing data from Arizona,
California, Illinois, Maryland, Texas, and Virginia.

Data Sources

The analysis utilized school-level data published by state cosmetology regulators and
obtained via FOIA.

Arizona Barbering & Cosmetology Board (obtained via FOIA)
Licensing exam results by school

Candidate volumes

Test Types: Cosmetology; Esthetician; Hairstylist
Years(s): 2025

California Board of Barbering and Cosmetology (publicly available?)
e Licensing exam results by school
e Candidate volumes
o Test Types: Cosmetologist; Esthetician; Hairstylist
e Years(s): 2024 & 2025

Illinois Department of Financial and Professional Regulation (obtained via FOIA)
e Licensing exam results by school
o Test Types: Cosmetologist
e Years(s): 2024 & 2025

Maryland Department of Labor, State Board of Cosmetologists (obtained via FOIA)
e Licensing exam results by school
e Candidate volumes
e Test Types: Cosmetologists (Practical); Cosmetologist (Theory)
e Years(s): 2024 & 2025 (combined)

2 California Board of Barbering and Cosmetology. (n.d.). Approved schools and examination results.
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Texas Department of Licensing and Regulation (publicly available?®)
e Individual and school-level exam participation
e Pass rates
e Licensing outcomes
e Test Types: Operator (Practical); Operator (Written); Esthetician (Practical);
Esthetician (Written)
e Years(s): 2024 & 2025

Virginia Board for Barbers and Cosmetology (obtained via FOIA)
e School-level exam participation and pass rates
e Test Types: Cosmetology (Practical — All languages); Cosmetology (Theory — All
languages); Esthetician (Practical — All languages); Esthetician (Theory - All
languages)
e Years(s): 2024 & 2025 (combined)

To classify programs by Title IV participation, Actel utilized federal institutional data,
including Federal Student Aid Title IV files and OPEID institutional identifiers*. Each
school appearing in the state licensing datasets was matched to federal institutional
records to determine whether the program is a Title IV-eligible institution.

3 Texas Department of Licensing and Regulation. (n.d.). Barber and cosmetology exam data search tool.
4 U.S. Department of Education. (n.d.). College Scorecard data.
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Data Refinement

To further refine and optimize the data for analysis, each institution was categorized
using the following school type labels to ensure that only schools relevant to the
analysis were included.

School Definition Included in
Type Analysis?

An actively operating postsecondary institution offering cosmetology
or related programs, including both Title IV-eligible and non-Title IV Yes
schools, with students currently enrolled and testing for licensure.

Open
College

An institution that is no longer operating, has ceased instruction, or is
Closed no longer enrolling students in cosmetology programs during the No
period of analysis.

Institutions providing non-degree, workforce, or continuing education
primarily for adults. This category includes programs operated by

Adult school districts or public education systems, such as penitentiary No
School . -
programs, as well as technical centers, career centers, regional
occupational programs, and similar institutions.
. Secondary education institutions offering cosmetology programs to
High . . .
high school students, typically as part of vocational or career and No
School . ) .
technical education (CTE) curricula.
Institutions or program types that do not clearly fall into the above
Other categories, including atypical, unclassified, or insufficiently defined No

entities.

Program classifications were validated and refined using secondary sources, including
state licensing board data (e.g., TX TDLR, VA DPOR), school websites, and other publicly
available descriptions. Private cosmetology, barbering, and beauty schools, along with
standalone training institutions offering licensure programs, were generally classified
as Open Colleges for comparability.
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Results

The tables below summarize Title IV and Non-Title IV pass rates across the analyzed
states.

Note: The results below exclude Adult Schools due to a lack of postsecondary alignment. Including these
institutions has a de minimis impact on overall outcomes, adding just 1,880 incremental non-Title IV passes
across all states.

Arizona Pass Rates (Title IV vs. Non-Title V)

# of Title | # of Non-
v Title IV
Schools Schools

Non-Title Delta (Title Title IV Non-Title

M Lk 0y v IV - Non) Passes IV Passes

2025 75.7% 77.3% -1.55 pts 4,003 1,029

California Pass Rates (Title IV vs. Non-Title 1V)

Non-Title | Delta (Title | Title IV | Non-Title | * ©f Title | # of Non-

Year Title IV \} Title IV
v IV - Non) Passes IV Passes Schools Schools
2024 65.3% 56.4% +8.85 pts 9,417 2,567 14 12
2025 62.4% 54.9% +7.51 pts 9,185 2,530 14 124
2024 & 2025 63.8% 55.7% +8.17 pts 18,602 5,097 - -

Illinois Pass Rates (Title IV vs. Non-Title IV)®

# of Title | # of Non-
v Title IV
Schools Schools

Non-Title Delta (Title Title IV Non-Title

Year Title IV v IV - Non) Passes IV Passes

2024 & 2025 78.5% 56.5% +21.98 pts 1,953 661 99 52

Maryland Pass Rates (Title IV vs. Non-Title 1V)

# of Title | # of Non-

Non-Title Delta (Title Title IV Non-Title

Year Title IV \} Title IV
v IV - Non) Passes IV Passes Schools Schools
2024 & 2025 59.5% 63.2% -3.71 pts 807 110 24 5

° As part of its FOIA response, Illinois redacted institution-level testing volumes and instead provided (i) pass rates by
institution and (ii) total exam passes across the population. This removed the ability to directly attribute pass counts
to individual schools. To address this limitation, Actel developed a structured proxy methodology to estimate school-
level pass volumes and enable analysis.
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Texas Pass Rates (Title IV vs. Non-Title V)

. Non-Title Delta (Title Title IV | Non-Title | ¥ of Title | # qf i
Year Title IV \Y} Title IV
1Y IV - Non) Passes IV Passes
Schools Schools
168 226

2024 71.4% 67.6% +3.86 pts 16,968 6,356
2025 73.1% 68.2% +4.87 pts 17,420 6,741 166 240
2024 & 2025 72.3% 67.9% +4.36 pts 34,388 13,097 - -

Virginia Pass Rates (Title IV vs. Non-Title V)

Non-Title Delta (Title Title IV Non-Title Gel e o (?f AL
Year Title IV \Y} Title IV
v IV - Non) Passes IV Passes
Schools Schools
32 131

2024 & 2025 96.5% 90.6% +5.87 pts

Consolidated Pass Rates (Title IV vs. Non-Title V)

# of Title | # of Non-
Non-Title Delta (Title Title IV Non-Title v Title IV
Year Title IV v IV - Non) Passes IV Passes | Schools* | Schools*
475 623

2024 & 2025 69.9% 64.9% +5.02 pts 60,624 20,658

Conclusion

Aggregated licensing exam results across Arizona, California, Illinois, Maryland, Texas,
and Virginia, which collectively represent ~32.1% of the U.S. population, demonstrate
that Title IV-eligible institutions account for the clear majority of cosmetology licensure
activity. Across 2024 and 2025, Title IV schools generate ~75% of all licensed graduates,
producing 60,624 passes versus 20,658 for non-Title IV institutions, while also
delivering higher pass rates (69.9% vs. 64.9%, +5.02 pts).

Importantly, this contribution is disproportionate to the number of schools in each
category. Title IV institutions represent just 475 schools, compared with 623 non-Title
IV schools, yet produce nearly three times as many licensed graduates. On a per-school
basis, Title IV institutions generate materially higher licensing output, reinforcing that
they are not only the majority channel but also the most productive pathway into the
licensed workforce.

These findings directly contradict the less than 20% estimate cited in Cosmetology
Schools Everywhere®, and instead indicate that Title IV institutions are the dominant
contributors to cosmetology licensure within large, demographically representative
states.

6 Acevedo, N., Blanchard, K. J., & Cellini, S. R. (2024). Cosmetology schools everywhere. Postsecondary Equity &
Economics Research Project, American University.
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