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3001 Colorado Boulevard, Denton, Texas 76210

 To our Stockholders,

        You are cordially invited to attend the annual meeting of stockholders of Sally Beauty Holdings, Inc., which will take place at the Sally
Support Center, 3001 Colorado Boulevard, Denton, Texas 76210 on Friday, January 28, 2011, at 9:00 a.m., local time. Details of the business to
be conducted at the annual meeting are given in the Official Notice of the Meeting, Proxy Statement, and form of proxy enclosed with this letter.

        Even if you intend to join us in person, we encourage you to vote in advance so that we will know that we have a quorum of stockholders
for the meeting. When you vote in advance, please indicate your intention to personally attend the annual meeting. Please see the Question and
Answer section on Page 4 of the enclosed Proxy Statement for instructions on how to obtain an admission ticket if you plan to personally attend
the annual meeting.

        Whether or not you are able to personally attend the annual meeting, it is important that your shares be represented and voted. Your prompt
vote over the Internet, by telephone via toll-free number, or by written proxy will save us the expense and extra work of additional proxy
solicitation. Voting by any of these methods at your earliest convenience will ensure your representation at the annual meeting if you choose not
to attend in person. If you decide to attend the annual meeting, you will be able to vote in person, even if you have personally submitted your
proxy. Please review the instructions on the proxy card or the information forwarded by your bank, broker, or other holder of record concerning
each of these voting options.

        On behalf of the Board of Directors, I would like to express our appreciation for your continued interest in the affairs of Sally Beauty
Holdings, Inc.

James G. Berges
Chairman of the Board

December 9, 2010

Edgar Filing: Sally Beauty Holdings, Inc. - Form DEF 14A

3



Table of Contents

Sally Beauty Holdings, Inc.
3001 Colorado Boulevard, Denton, Texas 76210

Official Notice of Annual Meeting of Stockholders

To our Stockholders:

        The annual meeting of stockholders of Sally Beauty Holdings, Inc. will take place at the Sally Support Center, 3001 Colorado Boulevard,
Denton, Texas 76210 on Friday, January 28, 2011, at 9:00 a.m., local time, for the purpose of considering and acting upon the following:

(1)
The election of the four directors named in the attached proxy statement for a three-year term;

(2)
The ratification of the selection of KPMG LLP as our independent registered public accounting firm for our 2011 fiscal year;
and

(3)
To consider and approve the following (non-binding) resolution:

"Resolved, that the stockholders approve the compensation of the Corporation's executive officers, including the
Corporation's compensation practices and principles and their implementation, as discussed and disclosed in the
Compensation Discussion and Analysis, the compensation tables, and any narrative executive compensation disclosure
contained in this Proxy Statement."

(4)
To express the views of the stockholders on how frequently advisory votes on executive compensation, such as Proposal 3,
will occur; and

(5)
To transact such other business as may properly come before the Annual Meeting or any adjournment thereof.

        Only stockholders of record at the close of business on November 30, 2010, will be entitled to vote at the meeting.

Important Notice Regarding the Availability of Proxy Materials for the
Annual Meeting of Stockholders to be held on January 28, 2011:

The Proxy Statement and the 2010 Annual Report to stockholders are available at: www.envisionreports.com/sbh

By Order of the Board of Directors,

Raal H. Roos
Corporate Secretary

December 9, 2010
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IMPORTANT:

If you plan to attend the annual meeting you must have an admission ticket or other proof of share ownership as of the
record date. Please see the Question and Answer section on Page 4 of this Proxy Statement for instructions on how to obtain
an admission ticket. Please note that the doors to the annual meeting will open at 8:00 a.m. and will close promptly at
9:00 a.m. Whether or not you expect to personally attend, we urge you to vote your shares at your earliest convenience to
ensure the presence of a quorum at the meeting. Promptly voting your shares via the Internet, by telephone via toll-free
number, or by signing, dating, and returning the enclosed proxy card will save us the expense and extra work of additional
solicitation. Enclosed is an addressed, postage-paid envelope for those voting by mail in the United States. Because your
proxy is revocable at your option, submitting your proxy now will not prevent you from voting your shares at the meeting if
you desire to do so. Please refer to the voting instructions included on your proxy card or the voting instructions forwarded
by your bank, broker, or other holder of record.
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Sally Beauty Holdings, Inc.
3001 Colorado Boulevard, Denton, Texas 76210

PROXY STATEMENT

Annual Meeting of Stockholders

January 28, 2011

        This Proxy Statement is being furnished by Sally Beauty Holdings, Inc. ("we," "us," or the "Corporation") in connection with a solicitation
of proxies by our Board of Directors to be voted at our annual meeting of stockholders to be held on January 28, 2011. Whether or not you
personally attend, it is important that your shares be represented and voted at the annual meeting. Most stockholders have a choice of voting over
the Internet, by using a toll-free telephone number, or by completing a proxy card and mailing it in the postage-paid envelope provided. Check
your proxy card or the information forwarded by your bank, broker, or other stockholder of record to determine which voting options are
available to you. Please be aware that if you vote over the Internet, you may incur costs such as telecommunication and Internet access charges
for which you will be responsible. The Internet voting and telephone voting facilities for stockholders of record will be available until 1:00 a.m.,
local time, on January 28, 2011. This Proxy Statement and the accompanying proxy card were first mailed on or about December 9, 2010.

 SOLICITATION AND RATIFICATION OF PROXIES

        If the enclosed form of proxy card is signed and returned, it will be voted as specified in the proxy, or, if no vote is specified, it will be
voted FOR all nominees presented in Proposal 1, FOR the proposal set forth in Proposal 2, FOR the proposal set forth in Proposal 3 and EVERY
THREE YEARS for the question set forth in Proposal 4. If any matters that are not specifically set forth on the proxy card and in this Proxy
Statement properly come to a vote at the meeting, the proxy holders will vote in accordance with their best judgments. At any time before it is
exercised, you may revoke your proxy by timely delivery of written notice to our Corporate Secretary, by timely delivery of a properly executed,
later-dated proxy (including an Internet or telephone vote), or by voting via ballot at the annual meeting. Voting in advance of the annual
meeting will not limit your right to vote at the annual meeting if you decide to attend in person. If you are a beneficial owner, but your shares are
registered in the name of a bank, broker, or other stockholder of record, the voting instructions form mailed to you with this Proxy Statement
may not be used to vote in person at the annual meeting. Instead, to be able to vote in person at the annual meeting you must obtain, from the
stockholder of record, a proxy in your name and present it at the meeting. See "Questions and Answers about the Meeting and Voting" in this
Proxy Statement for an explanation of the term "stockholder of record."

        The proxy accompanying this Proxy Statement is being solicited by our Board of Directors. We will bear the entire cost of this solicitation,
including the preparation, assembly, printing, and mailing of this Proxy Statement, the proxy, and any additional information furnished to
stockholders. In addition to using the mail, proxies may be solicited by directors, executive officers, and other employees of Sally Beauty
Holdings, Inc. or its subsidiaries, in person or by telephone. No additional compensation will be paid to our directors, executive officers, or other
employees for these services. We will also request banks, brokers, and other stockholders of record to forward proxy materials, at our expense,
to the beneficial owners of our Common Stock. We have retained Phoenix Advisory Partners to assist us with the solicitation of proxies for an
estimated fee of approximately $5,500, plus normal expenses not expected to exceed $2,500.

1
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 OUTSTANDING STOCK AND VOTING PROCEDURES

 Outstanding Stock

        The stockholders of record of our Common Stock at the close of business on November 30, 2010 will be entitled to vote in person or by
proxy at the annual meeting. At that time, there were 183,029,093 shares of our Common Stock outstanding. Each stockholder will be entitled to
one vote in person or by proxy for each share of Common Stock held. A quorum for the transaction of business shall be constituted by the
presence at the annual meeting, in person or by proxy, of a majority of the outstanding shares of Common Stock entitled to vote. All shares for
which proxies or voting instructions are returned are counted as present for purposes of determining the existence of a quorum at the annual
meeting. Proxies or voting instructions returned by brokers who do not have discretionary authority to vote on a particular matter and who have
not received voting instructions from their customers as to that matter, which we refer to as broker non-votes, will not be counted as votes on
that matter.

 Voting Procedures

        Votes cast by proxy or in person at the meeting will be tabulated by the Inspector of Election from Computershare Trust Company, N.A. In
addition, the following voting procedures will be in effect for each proposal described in this Proxy Statement:

        Proposal 1. Nominees for available director positions must be elected by a plurality of the votes cast affirmatively or negatively at the
annual meeting. Abstentions and broker non-votes will have no effect in determining whether the proposal has been approved.

        Proposal 2. Ratification of the appointment of KPMG LLP as our independent registered public accounting firm requires the affirmative
vote of a majority of the votes entitled to be cast affirmatively or negatively by the shares of stock present in person or by proxy at the annual
meeting and entitled to vote thereon. Abstentions will count as votes against the proposal. Broker non-votes will have no effect in determining
whether the proposal has been approved.

        Proposal 3. The advisory (non-binding) resolution to approve the compensation of the Corporation's executive officers, including the
Corporation's compensation practices and principles and their implementation, as disclosed in this Proxy Statement requires the affirmative vote
of a majority of the votes entitled to be cast affirmatively or negatively by the shares of stock present in person or by proxy at the annual meeting
and entitled to vote thereon. Abstentions will count as votes against the proposal. Broker non-votes will have no effect in determining whether
the proposal has been approved.

        Proposal 4. The advisory proposal regarding how frequently advisory votes on executive compensation, such as Proposal 3, will occur
requires a plurality of the votes cast for the three options presented at the annual meeting. The frequency option that receives the most
affirmative votes of all the votes cast on Proposal 4 in person or by proxy at the meeting is the one that will be deemed approved by the
shareholders. Abstentions and broker non-votes will have no effect in determining whether any frequency option in the proposal has been
approved.

2
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        If any other matters properly come before the meeting that are not specifically set forth on the proxy card and in this Proxy Statement, such
matters shall be decided by the affirmative vote of a majority of the votes entitled to be cast by the shares of stock present in person or by proxy
at the annual meeting and entitled to vote on the matter so proposed, unless otherwise provided in our Amended and Restated Certificate of
Incorporation or Third Amended and Restated By-Laws or the Delaware General Corporation Law. None of the members of our Board have
informed us in writing that they intend to oppose any action intended to be taken by us.

NO PERSON IS AUTHORIZED TO GIVE ANY INFORMATION OR TO MAKE ANY REPRESENTATIONS OTHER THAN
THOSE CONTAINED IN THIS PROXY STATEMENT, AND, IF GIVEN OR MADE, SUCH INFORMATION OR
REPRESENTATIONS MUST NOT BE RELIED UPON AS HAVING BEEN AUTHORIZED. THE DELIVERY OF THIS PROXY
STATEMENT SHALL, UNDER NO CIRCUMSTANCES, CREATE ANY IMPLICATION THAT THERE HAS BEEN NO CHANGE
IN OUR AFFAIRS SINCE THE DATE OF THIS PROXY STATEMENT.

3
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QUESTIONS AND ANSWERS ABOUT THE MEETING AND VOTING

1.     What is a proxy?

A proxy is your legal designation of another person, called a proxy holder, to vote the shares that you own. If you designate someone
as your proxy holder in a written document, that document is called a proxy. We have designated Mark J. Flaherty, our Senior Vice
President and Chief Financial Officer, and Janna Minton, our Vice President, Chief Accounting Officer and Controller, to act as proxy
holders at the annual meeting as to all shares for which proxies are returned or voting instructions are provided by Internet or
telephonic voting.

2.     What is a proxy statement?

A proxy statement is a document that SEC regulations require us to give you when we ask you to sign a proxy card designating the
proxy holders described above to vote on your behalf.

3.     What is the difference between a stockholder of record and a stockholder who holds stock in street name, also called a "beneficial
owner?"

�
If your shares are registered in your name at Computershare Trust Company, N.A., you are a stockholder of record.

�
If your shares are registered at Computershare Trust Company, N.A. in the name of a broker, bank, trustee, nominee, or
other similar stockholder of record, your shares are held in street name and you are the beneficial owner of the shares.

4.     How do you obtain an admission ticket to personally attend the annual meeting?

�
Stockholders of Record.  Your admission ticket is attached to your proxy card. You will need to bring it with you to the
meeting.

�
Street Name Holders.  You will need to ask your broker or bank for an admission ticket in the form of a legal proxy and you
will need to bring the legal proxy with you to the meeting. If you do not receive the legal proxy in time, bring your most
recent brokerage statement with you to the meeting. We can use that to verify your ownership of Common Stock and admit
you to the meeting; however, you will not be able to vote your shares at the meeting without a legal proxy. Please note that if
you own shares in street name and you are issued a legal proxy, any previously executed proxy will be revoked and your
vote will not be counted unless you appear at the meeting and vote in person.

Please note that whether you are a stockholder of record or street name holder, you will also need to bring a government-issued photo
identification card to gain admission to the annual meeting.

5.     What different methods can you use to vote?

�
By Written Proxy.  All stockholders may vote by mailing the written proxy card.

�
By Telephone and Internet Proxy.  All stockholders of record may also vote by telephone from the U.S. using the toll-free
telephone number on the proxy card, or by the Internet, using the procedures and instructions described on the proxy card
and other enclosures. Street name holders may vote by telephone or the Internet if their bank, broker, or other stockholder of
record makes those methods available, in which case the bank, broker, or other stockholder of record will enclose the
instructions with the Proxy Statement. The telephone and Internet voting procedures, including the use of control numbers,
are designed to authenticate stockholders'

4
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identities, to allow stockholders to vote their shares, and to confirm that their instructions have been properly recorded.

�
In Person.  All stockholders may vote in person at the meeting (unless they are street name holders without a legal proxy, as
described in question 4).

6.     What is the record date and what does it mean?

The record date for the annual meeting is November 30, 2010. The record date is established by our Board of Directors as required by
Delaware law. Stockholders of record at the close of business on the record date are entitled to receive notice of the annual meeting
and to vote their shares at the meeting.

7.     What are your voting choices for director nominees, and what vote is needed to elect directors?

For the vote on the election of the Class I director nominees to serve until the 2014 annual meeting, stockholders may:

�
vote in favor of all nominees,

�
vote to withhold votes from all nominees, or

�
vote to withhold votes as to specific nominees, with the remainder of the nominees to be voted in favor.

Directors will be elected by a plurality of the votes cast affirmatively or negatively in person or by proxy at the annual meeting. The
Board recommends a vote "FOR" each of the director nominees.

8.     What is a plurality of the votes?

In order to be elected, a director nominee does not have to receive a majority of the affirmative votes cast for directors. Instead, the
four nominees elected are those who receive the most affirmative votes of all the votes cast on Proposal 1 in person or by proxy at the
meeting.

9.     What are your voting choices on the ratification of the appointment of KPMG LLP as our independent registered public
accounting firm for the 2011 fiscal year, and what vote is needed to ratify their appointment?

In the vote on the ratification of the appointment of KPMG LLP as our independent registered public accounting firm for the 2011
fiscal year, stockholders may:

�
vote in favor of the ratification,

�
vote against the ratification, or

�
abstain from voting on the ratification.

The proposal to ratify the appointment of KPMG LLP as our independent registered public accounting firm will require the affirmative
vote of a majority of the votes entitled to be cast affirmatively or negatively by the shares of stock present in person or by proxy at the
annual meeting and entitled to vote thereon. The Board recommends a vote "FOR" Proposal 2.

5
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10.   What are your voting choices on the proposal inviting stockholders to approve the advisory resolution endorsing the compensation
of the Corporation's executive officers, including the Corporation's compensation practices and principles and their implementation?

In the vote on the advisory (non-binding) resolution to approve the compensation of the Corporation's executive officers, including the
Corporation's compensation practices and principles and their implementation, as discussed and disclosed in this Proxy Statement,
stockholders may:

�
vote in favor of the proposal,

�
vote against the proposal, or

�
abstain from voting on the proposal.

The advisory resolution to approve the Corporation's executive compensation program will require the affirmative vote of a majority
of the votes entitled to be cast affirmatively or negatively by the shares of stock present in person or by proxy at the annual meeting
and entitled to vote thereon. This is an advisory vote, and as such is not binding on the Board. The Board recommends a vote "FOR"
Proposal 3.

11.   What are your voting choices on the proposal inviting stockholders to express a preference as to the frequency of an advisory vote
on executive compensation?

Stockholders are invited to express their views on how frequently advisory votes on executive compensation, such as Proposal 3, will
occur. Stockholders can advise the Board on whether such votes should occur:

�
every year;

�
every two years;

�
every three years; or

�
abstain from voting.

This is an advisory vote, and as such is not binding on the Board. However, the Board will take the results of the vote into account
when deciding when to call for the next advisory vote on executive compensation. A scheduling vote similar to this will occur at least
once every six years. The Board recommends a vote for "EVERY THREE YEARS." Stockholders are not being asked to approve or
disapprove of the Board's recommendation, but rather to indicate their own choice as among the frequency options.

12.   What if a stockholder does not specify a choice for a matter when returning a proxy?

Stockholders should specify their choice for each proposal described on the enclosed proxy. However, proxies that are signed and
returned will be voted in accordance with the Board's recommendations for proposals described in this proxy statement for which no
specific instructions are given.

13.   How are abstentions and broker non-votes counted?

Both abstentions and broker non-votes are counted as "present" for purposes of determining the existence of a quorum at the annual
meeting. Abstentions will count as a vote against Proposals 2 and 3. Abstentions will not be included in vote totals and will not affect
the outcome of the vote on Proposals 1 and 4. Broker non-votes will not be included in vote totals and will not affect the outcome of
the vote on Proposals 1, 2, 3 and 4.
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 ELECTION OF DIRECTORS AND MANAGEMENT INFORMATION

 Board Purpose and Structure

        The mission of the Board is to provide strategic guidance to our management, to monitor the performance and ethical behavior of our
management, and to maximize the long-term financial return to our stockholders, while considering and appropriately balancing the interests of
other stakeholders and constituencies.

         Background.     Sally Beauty Supply began as a single store in New Orleans in 1964 and was purchased in 1969 by our former parent
company, Alberto-Culver Company, which we refer to as Alberto-Culver. On November 16, 2006, we separated from Alberto-Culver and
became an independent company traded on the NYSE. Our separation from Alberto-Culver and its consumer products-focused business was
pursuant to an investment agreement, dated as of June 19, 2006, as amended, among us, Alberto-Culver, CDRS Acquisition LLC, which we
refer to as CDRS, and others. We were formed as a Delaware corporation in June of 2006 in connection with the separation transaction to be the
ultimate parent of Sally Beauty Supply LLC and Beauty Systems Group LLC, or BSG, and other subsidiaries following the separation.

        In connection with our separation from Alberto-Culver, CDRS, and CD&R Parallel Fund VII, L.P., which we refer to as Parallel Fund and
which we refer to together with CDRS as the CDR Investors, invested an aggregate of $575 million in cash equity, representing ownership
subsequent to the separation of approximately 47% of the outstanding shares of our Common Stock on an undiluted basis.

         Composition.     Our Board of Directors consists of eleven individuals, in three staggered classes, as nearly equal in number as possible,
seven of whom qualify as independent of us under the rules of the NYSE.

         Stockholders Agreement.     On November 16, 2006, in connection with our separation from Alberto-Culver, we, the CDR Investors,
Mrs. Carol L. Bernick, Mr. Leonard H. Lavin and certain of our other stockholders, whom we refer to collectively as the Lavin family
stockholders, entered into a stockholders agreement. The stockholders agreement provides that until the earlier of November 16, 2016 and the
termination of the stockholders agreement, so long as the ownership percentage of the CDR Investors' and their affiliates' and their permitted
transferees' shares of our Common Stock in the aggregate equals or exceeds the percentages set forth in the table below, CDRS will have the
right to designate for nomination to our Board of Directors, a number of individuals, whom we refer to as CDRS designees, set forth opposite
the applicable percentage:

Ownership Percentage Number of Investor Designees
45% or greater five individuals

less than 45% but equal to
or greater than 35%

four individuals
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