Congress of the United States
@WHashington, VL 20510

September 10, 2019

Andrew Sheiner

FFounder, Managing Partner

Allas Partners

79 Wellington St. West, Suite 3500
Toronto, On, M5K 1K7

Dear Mr. Sheiner:

We write regarding Altas Partners” (Altas) investment in for-profit colleges and
universities and to request information about Altas” structure and finances as it relates to these
institutions.

We have broad concerns about the effect of private equity firms on a variety of industries
and have introduced legislation to address these concerns.! But we have particular concerns
about the effects of private equity takeovers in colleges and universities. A typical approach
used by private equity firms is to purchase controlling interests in companies, which they
typically hold for a short time and then attempt to sell at a profit, often drastically cutting costs
and laying off workers in the process.

A recent study by economists with the National Bureau of Economic Research (NBER)
shows that when the target company is a college, these profits are squeezed out of students and
taxpayers. exacerbating other failures that have plagued the higher education sector over the past
decade.? The study found that when a for-profit college is purchased by a private equity firm,
“student outcomes deteriorate ... and reliance on federal aid and guaranteed loans increases.™
All the while, the firms disclose little to nothing about their funds and structure their ownership
to capture all the institutions’ profits while pushing more costs and risk on to students and
taxpayers. The students attending these colleges and the public deserve to know more about
these firms” practices and the role they continue to play in an industry fraught with problems.

' Stop Wall Street Looting Act, S$.2155, htps://www.congress.gov/bill/ I 16th-congress/senate-bill/2155.

> MarketWatch, *when private equity firms buy colleges, students often pay more,” Jillian Berman, September 11,
2018, hups://www.marketwatch.com/storv/when-private-cquitv-{irms-buy-colleges-students-often-pay-more-20 1 8-
09-07; National Bureau of Economic Research, “*When Investor Incentives and Consumer Interests Diverge: Private
Equity in Higher Education,” Charlie Eaton, Sabrina Howell, and Constantine Yannelis, August 2018,

https://www . nber.ore/papers/w24976.pdf.

F University of California Merced, New York University, University of Chicago, “When Investor Incentives and
Consumer Interests Diverge: Private Equity in Higher Education,” Charlie Eaton, Sabrina Howell, Constantine
Yannelis, August 17, 2018, hitp://uncipc.org/wp-content/uploads/2018/12/Eaton-Howell-Yannelis_wp_PE-in-

Higher-Ed.pdf.




Enroliment in for-profit insti tutions.skyrocketed following the 2008 financial crisis when
students had few options but te go back to school to remain competitive in a declining job
market — with total enrollment passing twe million in 2010, Many more students have attended
these institutions since then. As ol 2017, over one million undergraduate students have enrolled
in over 2,700 for-profit universities in the United States.* For-profit schools owned or formerly
owned by private equity firms currently account for a significant portion — approximately 35
pereent — of enrollment, and are able 1o sustain lhcm%elvcs primarily through federal student
loans, which-on average, make up 80% of their revenue.”

While private equity-owned for-profitschools claim to provide a high-quality education.
to their students, the NBER study found that a private cquity buyout results in “higher tuition,
lower education inputs, lower graduation rates, higher student borrowing, lower repayment rates,
and lower wage carnings,” all of which is accompanied by a ten to twenty percentage point
increase in federal aid reliance and a tripling of profits for the private equity firms.®

It is especially disturbing that private equity-owned for-profit colleges are the worst for-
profit performers because for-profit colleges as a whole perform poorly in almost every possible
metric when compared 1o other posisecondary institutions— like community colleges and four-
year public schools. For-profit colleges charge higher tuition and fees, have the lowest
completion rates for college entrants, and saddle their students with significantly higher amounts
of student loan debt than their comparable alternatives. Notably, about 6% of all students are
enrolled in for-profit colleges, and §8% of barrowers who graduated from for-profit colleges
have student loan debt, a higher percentage than borrowers who graduated from pubtic or private
non-profit colléges.”® Moreover, students who attend For-profit colleges ultimately earn less, are
less likely to find employmcnt and are more likely o default on their loans than studenis who
atiend alternative schools.’

The:NBER research indicates that private equity involvement — specifically these firms®
reliance on federal studentaid — has contributed to and exacerbated these problems. Average

4 National Center for Education Statistics, *Total fall enrollment in private far-profit degree-granting postsecondary
nstitutions, by Stawe or jurisdiction: Selected years, 1989 through 2017,” accessed on August 29, 2019,
hips:/nces.cd. sov/programsidigestid 1 8/tables/d 1§ 304,22, nsp; National Center for Education Statistics,
“Postsecondary. Instinitions and Cost of Atlendance in 2017-18; Degrees and Other Awards Conferred, 2016-17; and
{2-Month Enroliment, 2018-17," November 7018 flps:ffnces. ui £0V/ nuhs'?OISf"?U | 8060REY . pdf.

S National Bureau of Economic Research, “When Tnvestor Incentjves and-Consumer Interests Diverge: Private
Lqmty m Hwhc:i Lducallon " Cimrln Faton Sdbl ina l{oweil, and C,onstantm(, Yanncirs Auuust ’3'018

Pr:vatc tqmw mwslmun in for plotu LGHC“{:‘; March 2018 mlp !Hpeslakdmldcl oruwp-
contentuplends 20 L1803/ Private-Equitvs-Fallins-Grade- PESP-AFR-032218-2.pdf.

& Lintversity of Califoinia Merced, New York University, Um_vcrsity of Chicago, “When Investor incentives and
Consumer Interests Diverge; Private Equity in Higher Education,” Charlie Eaton, Sabrina Howell, Constantine
Yuavnelis, August 7, 2018, Im'u-:-f.r"un‘cipc;orgﬁx\-‘u—'ﬁm;entﬁup1011ds]2'0i8;’1E!Eamn»lt-lﬁw'eIlnYannc!is wp_ PE-in-
Hisher-Ed.pdf.

? College Board, “Trends in College Pricing 2018, October 2018,

hilps:Adrends.callegeboard. org/zites/default/flles/20 18-rends-in-colleoe- -pricing.pdf.

% Forbes, “Student Loan Debt Statistics In 2019: A 1.5 Trillion Crisis,” Zack Friedman, February 25,2019,
litrps:iwwaw forbes. comysites/zack friedman/20 19/02/25/student-loan-debt-statistics-20 19/,

Y Center for Analysis of Postsecondary Education and Employment, “For-prafit Colleges: By the Numbers,
hitps://canseecenter.orgiesearchiby-the-numbers/for-profit-college-infographic/.
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loans tor private equity-owned schools compared to other for-profits are 21 % higher —and 102%
higher compared (o students at community colleges. Average tuition revenue at private equity
owned for-prolits is 23% higher than average tuition revenue-at non-private equity for-profits,
59% higher than tuition at nonprofit or public 4-year colleges, and 377% higher than at
community colleges, ¢

Additionally, for-profit colleges haye a history of misleading and preying on vulnerable
prospective-students thiough deceptive and illegal marketing practices — especially targeting
low-1 mcome students and students of color who ultimately enroll in'these institutions at higher
rates.!! And the data show private equity owned for-profits are the most frequent offenders. Ag it
turns out, “law enforcement actions related to misrepresentation and recruiting violations
increase dramatically after private equity buyouts,”"”

All for-profit colleges dedicate a significant portion of their budget to marketing and
advertising — spending a total of over $607 millioh in 2016 alone.'* However, marketing and
advertising expenditures at for-profit colleges increase following a private equity buyout, while:
the number of facully and the “share of expenditure devoted to instruction™ decline. In fact,
“private equity-owned schools have twice the share of emplayees in sales as other for-profits,”
which explaing - at least partially — why “private equity buyouts lead to-a six percentage point

deeline in graduation rajes.”

A report published by the Scnate Committee:on Health, Education, Labor, and Pensions
in 2012 found that *many companies that operate for-profit colleges appear (o set tuition ... to
maximize revenue without regard o the poor academic arid employment outcomes faced by
students,™? In the ¢ase of private equity-owrned schoels —researchers found instances of private
-uqmty managers pressuring for-profit college executives to “maximize operating margins and
maximize enrollment :growth, and: o not engage in things like better regulatory compliance. s
The continued spread of private equity in the for-prefit higher education seetor, and thus the

Y National Burcat ¢f Economic. Research, “When Investor Tncentives and Consumer Interests Diverge: Privafe
Fquity in Higher Bducation,” Charlie Eaton, Sabrina Howell, and Constantine Yunnelis, August 2018,
hitps:/fwww.nber.or e/papersiw24976.pdf.
I New York Times, “For-Profit Colleges Accused of Traud Still receive U.S. Funds,” Patricia Cohen, October 12,
2015, hitps:/Awvww nviimes.com/2015/1071 3/busingss/or-profit-col fesesaccused-of-fraud- still-receive- ls-
_ﬂ_l_a_%.h,tmi
2 University of Californid Merved, New York University, University of Chicago, *When Investor Incentives and
Consumer Interests Diverge: Private £ quit_\/ in Higher Education,” Charlie Eaton, Sabring Howell, Conslantine
Yannelis, August 17, 2018, hup:/uncipe.orgivwp- wntcnlfunloddsr"o1‘3!1"f1"1[011 Howel]- dendh wp PE-in-
Hlﬂhu -Ed.pdf.

! Educational Marketing. Gronp, "College Advertising at All- Time High,” October 35,2017,
i]j;g_s,.f:cmgonlmn,.c,mw’?(}!”.’!Ofcoilc% advertising at-ali-time-hish/# vl
H National Bureau of Eéonomic Research, “When Investor Incentives and Consumer Interests Diverge: Private
Equity in Higher Education,”™ Charlie Eaton, Sabrina Howell,.and Constantine Yannelis, August 2018,
htpss/ e nber ora/papers/w24976. pdf.
13118, Committee on Health, Education, Labor, and Pensions, *For Proflt Itigher Education: The Failure fo
Sategua:d the Federal [nvestment and Ersure Student Suceess,” July 30,2012
hitps;7www.help senate.p poviimesniediaffor profit_report/Parti-Partill- EeieLlLdAppench\es pdf.
6 Education Dive, “Private equity’s role in the rise —and fali — of for-profit colleges,” Ben Unglesbee, May 6, 2019,
(LT RAAAN AL educationdive, cominews/privale-cquitys-role-in-the -rise-and-fail-of-for-profil: collewes/334077/.
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maximizing ot short-term profits at the detiiment of students, presents a serious concern for both
students and taxpayers.

Altas is — or was recently — a large investor in the for-profit college sector.’” We have
introduced legistation, the Srop Wall Street Looring Act, a comprehensive bill (o reform the
private equity industry that holds private equity firms jointly liable for the responsibi]itius and:
debts of companies under their control and increases transparency by requiring private equity
managers to disclose fees, returns, and political expcndllureb To inform our approach to passing
this legislation and to betler understand your finm’s role in the for-profit college industry, we ask
that you provide answers to the [ollowing guestions no later than September 24, 2019.

[ Please provide the disclosure documents and information enumerated in Sections 501 and
503 of'the Stop Wall Street Looting Act.

2. How miany private for-profit colleges does Altas have a stake in or own?

a. How many private for-profit colleges has Altas had a stake in or owned in the past
ten years?

3. For each Altas-owned for-profit coltege, please provide the following information for
each year that-you have had a stake in er-owned this school and the five years preceding
your ownership:

a. The name of the institution
b. Ownership stake
¢. Total cost of attendance
i. Total tuition and fees per year
d. Total student enrollment
e. Graduation rate for each year
£, Average loan amount per student
i. Direct Subsidized Loans
ii, Direct Unsubsidized Loans
ifi, Direet PLUS Loans
iv. Private student loans
g. Total revenue
i. Total Title IV fund revenue
il. Per-student Pell Grant revenue
h. Netincome
i. Total expenditures
i, Total expenditure related to instruction
ii. Total expenditure related to sales and noen-instructional activitics
ifi. Total expenditures related to lobbying
j.  Faculty per full-time student '
k. Share of school emplovees in sales and non-instructional activities
7 j4.



4. According to recent reports, private-equity firms pressure for-profit college executives to
“maximize operating margins and maximize enrollment growth and to not engage in
things like regulatory compliance.™"®

a. Has any college under control of Altas been investigated for violation of any

federal or state law or regulation?
b. Has any college under control of Altas been found to have violated any federal or
state law or regulation? If so, please provide a complete list of all such violations.

¢. Has any college under control of Altas reached a settlement with any federal or
state law enforcement entity related to a potential violation of any federal or state
law or regulation? If so, please provide a complete list of all such settlements.

d. Has any college under control of Altas reached a settlement with any individual
student or group of students related to a potential violation of any federal or state
law or regulation, or to any fraud or misrepresentation related to the institution? If
so, please provide a complete list of all such settlements.

Has any college under control of Altas suddenly closed or collapsed? If so, when?

f.  Has any college under control of Altas had students apply for or be granted
student loan discharges from the U.S. Department of Education under the
agency’s Borrower Defense authority? If so, how many students have submitted
applications and how many students have been granted discharges?

o

Sincerely,

[Llizabeth Warren Mark Pocan

Unitd States Senator Member of Congress

¥ Education Dive, “Private equity's role in the rise — and fall — of for-profit colleges,” Ben Unglesbee, May 6, 2019,
hitps:/ ’wwwAcducutiondivc.comf’nc\\-s:‘m'ivnle-cquilvs-rolc»in-lhc-rise-and-!‘nll—uF—I'or-prot'lt-colIc‘_{e315r>40?7z“
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Congress of the United States

tlashington, D 20510

September 10, 2019

Leon Black

Chairman and Chief Executive Officer
Apollo Global Management, LLC

9 West 57" Street, 43" Floor

New York, NY 10019

Dear Mr. Black:

We write regarding Apollo Global Management, LLC’s (Apollo) investment in for-profit
colleges and universities and to request information about Apollo’s structure and finances as it
relates to these institutions.

We have broad concerns about the effect of private equity firms on a variety of industries
and have introduced legislation to address these concerns.! But we have particular concerns
about the effects of private equity takeovers in colleges and universities. A typical approach
used by private equity firms is to purchase controlling interests in companies, which they
typically hold for a short time and then attempt to sell at a profit, often drastically cutting costs
and laying off workers in the process.

A recent study by economists with the National Bureau of Economic Research (NBER)
shows that when the target company is a college, these profits are squeezed out of students and
taxpayers, exacerbating other failures that have plagued the higher education sector over the past
decade.” The study found that when a for-profit college is purchased by a private equity firm,
“student outcomes deteriorate ... and reliance on federal aid and guaranteed loans increases.”
All the while, the firms disclose little to nothing about their funds and structure their ownership
to capture all the institutions’ profits while pushing more costs and risk on to students and
taxpayers. The students attending these colleges and the public deserve to know more about
these firms™ practices and the role they continue to play in an industry fraught with problems.

' Stop Wall Street Looting Act, S.2155, https://www.congress.gov/bill/1 16th-congress/senate-bill/2155.

? MarketWatch, “when private equity firms buy colleges, students often pay more,” Jillian Berman, September 11,
2018, https://'www.marketwatch.com/story/when-private-equity-firms-buy-colleges-students-often-pay-more-20 1 8-
(19-07: National Bureau of Economic Research, “When Investor Incentives and Consumer Interests Diverge: Private
Equity in Higher Education,” Charlie Eaton, Sabrina Howell, and Constantine Yannelis, August 2018,
https://'www.nber.org/papers/w24976.pdf.

 University of California Merced, New York University, University of Chicago, “When Investor Incentives and
Consumer Interests Diverge: Private Equity in Higher Education,” Charlie Eaton, Sabrina Howell, Constantine
Yannelis, August 17, 2018, http://uncipe.org/wp-content/uploads/2018/12/Eaton-Howell-Yannelis_wp_PE-in-

Higher-Ed.pdf.




Enrollment in for-profit institutions skyrocketed following the 2008 financial crisis when
students had few options but to go back to school to remain competitive in a declining job
market — with tolal enrotlment passing two million in 2010. Many morie students have attended
these institutions since then. As of 2017, ovei one million undetgraduate students have enrolled
in over 2,700 for-profit universities. in the United States.” For-profit schools owned or formerly
owned by private equity firms currently account for a significant portion — approximately 35
percent - of enrollment, and are able to sustain themselves, primarily through federal student
loans, which on average, make up 80% of their revenue.’

While private equity-owned for-profit schools claim to provide a high-quality education
to their students, the NBER study found that 4 private equity buyout results in “higher tuition,
lower education inputs; lower graduation rates, higher student borrowing, lower repayment rates,
and lower wage earnings,” all of which'is accompanied by a ten to twenty percentage point
increase in federal aid reliance and a tripling of profits for the private equity firms. 6

It is especially disturbing that private equity-owned for-profit colleges are the worst for-
profit performers because tor-profit colleges as a whole perform poorly in almost every possible
metric when compared to other postsecondary institutions — liké eommunity colleges and four-
year public'schools. For-profit colleges charge higher tuition and fees, have the lowest
completion rates for college entrants, and saddle their students with significantly higher amounts
of student loan debt than their comparable alternatives. Notably, about 6% of all students are
enrolled in for-profit colleges, and 88% of borrowers who graduated from for-profit colleges
have student loan debt,:a higher percentage than borrowers who graduated from public or private
non-profit colleges.™ Mareover, students who attend for-profit colleges ultimately earn less, are
Jless likely to find employment,.and are more likely to default on their Joans than students who
attend alternative schools.”

The NBER research indicates that private equity involvement — specifically these firms’
reliance on federal student aid ~ has contributed to and exacerbated these problems. Average

4 Nationa! Center for Education Statistics, “Total fall enrollment in private for-profit degree-granting postsecondary
institations, by state or jurisdiction: Selected: years, 1980 tluough 2017,” accessed on Augnst 29,2019,
hitps:Znees.ed.goviprograms/digest/d 1 8/tables/dL] 8_304.22 asp; National Center for Education Statistics,
“Postsecondary Institutions and Cost of Attendance in 2017-18; Degrees and Other Awards Conferred, 2016-17; and
12-Month Enrollment, 2016-17." November 2018, hitps:/nces.ed. zov/pubs20 18:20 1 SG60REV.pdf:

5 National Bureau of Economic Research, “When Investor Incentives'and Consumer interests Diverge: Private
Equity in Higher Education,” Charlie Eaten, Sabrina Howell, and Constantine Yannelis, Atgust 2018,

https: fwww.nber.org/papers/w24976.pdf; Prlvatc Equity Stakeholder Project, “Private Equity’s Failing Grade:’
Private equity investment in- for-profit colleges,” March 2018, http://pestakeholder.oriy/wp-

content/uploads 20 1 8/03/Private-Bouitvs-Failing-Grade-PESP-AFR-032218-2 pdf.

& University of California Merced, New York University, Umvelslty of Chicage, “When Investor Incentives and
Consumer Interests Diverge: Private Equily in Higher Education,” Charlie Eaton, Sabrina Howell, Constantine
Yanunelis, August 17, 2018, hup://uncipeorg/wp-content/uploads/20 | 8/12/Eaton-Howell-Yannelis wp_PE-in-
Higher-Ed.pdf.

7 College Board, “Trends in College Pricing 2018,” October 2018,

hitps;//irends colleoeboard orojsites/defanlt/fites/20 | 8-trends-in-college-pricing, pdf.

¥ Forbes, “Student Loan Debi Statistics-In 2019; A §1.5 Trillion Crisis,” Zack Friedmin, February 28, 2019,
htips://www. forbes comisites/zack friedman/2019/02/25/student-loan-debl-statistics-2019/.

® Center for Analysis of Postsecondary Education and Employment, “For-profit Colleges: By the Numbers,”
htips://capsescenter.arg/researchiby-thi- mlmbe,rc;;t(n nl{)i1t—c0]1u,(,—mfnrrlmh|cf
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loans for private equity-owned schools compared to other for-profits are 21% higher — and 102%
higher compared to students at community cofleges. Average-tuition revenue at private equity
owned for-profits is 23% higher than average tuition revenue at non-private equity for-profits,
59% higher than tuition at nonpredit or public 4-year colleges, and 377% higher than at
community colleges:"

Additionally, for-profit colleges have a history of misleading and preying on vulnerable
prospective students through deceptive and illegal marketing: practlceb — especially targeting
low-income students and students of color who ultimately enroll in these institutions at higher
rates.'" And the data show private equity owned for-profits are the most frequent offenders. As ii
turns-out, “law enforcement actions related to' misrepresentation and recruiting violations
incréase dramatically afier private equity buyouts.”t?

All for-profit colleges dedicate a significant portion of their budget to marketing and
advertising — spending a total of over $607 million in 2016 alone.’> However, marketing and
advertising expenditures at for-profit colleges increase following a private equity buyout, while
the number of facuity and the “share of expenditure devoted to instruetion” decline. In fact,
“private equity-owned schools have twice the share of employees in sales as other for-profits,”
which explains —at least partially — why “private equity buyouts lead to a six percentage point
decline in graduation rates.”'™ '

A report pubh%ht.d by the Senate Committee on Health, Education, Labor, and Pensions
in 2012 found that “many companies that operate for-profit colleges appear to set tuition ... to
maximize revenue without regard to the poor academic and employment cutcomes faced by
students.”"’ In the case of private equity-owned schools — researchers found instances of private
equity managers pressuring for-profit college executives 1o “maximize operatmg margms and
maximize enrollment growth, and to not engage in things like better 1egu]ato1y compliance,”!?
The continued spread of private equity inthe for-profit higher education sector, and thus the

19 National Bureau of Economic Research, “When Investor Incentives and Consumer Interests Diverge: Private
Equity in Higher Education,” Charlie Eaton, Sabrina I-lowcH and Cohstantine Yannélis, August 2018,
hitps:/www.nber.org/papers/w24976. pdf;

""New York Times, “For-Profit Colleges Accused of Fraud Still recéive U.S: Funids,” Patricia Cohen, October 12,
2015, htps:dwww.nytimes.com/20 LS/ 1071 3fbusiness/Tor-profii-colleses-accused-of-fraud-still -receive-us-
funds.htmi.

2 University of Galifornia Merced, New York University, University of Chicago, “When Investor Incentives and
Consumer Interests Diverge: Private Eqmw in Fligher Education,” Chatlie Edton, Sabrina Howell, Constantirie

Yannehs Aunu:.t 17,2018, http;/Auncipe.or fl*‘ma coniéni/uploads/20 ) 8/1 2/Eaton-Howel-Yannelis wp PE-in-

W I:duca_tmnal Mark_cl:i_ng Group, *“College Advertising at All-Time High,” October 5, 2017,
hitps;emgonline.com:201 7/10/collene-advertising-at-all-time-high/#n .

 National Bureau.of Economic Research, “When Investor liicentives and Consumer Interests Diverge: Private
Equity in Higher: Fducation,” Charlie Eaton, Sabrina Howell, and Constantine Yannelis, August 2018,
hitps://www.itber org; ‘papers/ w4976, ndf,

FUS. Commitiee on Health, £ducation, Labor, and Pensions, “For Profit Higher Education: The Failure 1o
Safeguard the Federal Investment and Engure Student Success,” July 30, 2012,

hitps:/Aviwyw help.senate; aevumof’mcdwa‘mr profit_report/Partl-Partll-SeleciedAppendixes.pdf. _
1 Education Dive, “Private cquity’s role in the rise — and fall - of for-profit colleges,” Ben Unglesbee, May 6, 2019,
hitps://www.educationdive.com/news/private-equitys-role-in-the-rise-and-fall-of-for-profit-colieges/5 34077/,
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maximizing of short-term profits ai the detriment of students, presents 4 serious concern for both
students and taxpayers.

Apolio is — or was recently —a large investor in the for-profit college sector.!” We have
introduced legislation, the Stop Wall Street Looting Act, a comprehensive bill to reform the
private equity industry that holds private equity firms jointly liable for the responsibilities and
debts of companies under their control and i'nci'_eases_'tran_s_parcncy by requiring private equity
managers to-disclose fees, returns, and pelitical expenditures. To inform our apptoach to passing
this legislation and to better uridetstand your firm’s role inl the for-profit college industry, we ask
that you provide answers to the following questions no later than September 24, 2019,

1. Please provide the disclosure documents and information enumerated in Sections 501 and
503 of'the Stop Wall Sireet Looting Act,

2. How many private for-profit colleges does Apollo have a stake in'or own?
a. How many private for-profit colleges has Apollo had a stake in orowned in the
past ten years?

3. For each Apollo-owned for-profit college, please provide the following information for
each year that you have had a stake in or owned this school and the five years preceding
your ownership:

a. The name of the institution
b. Ownership stake
¢. Total cost of attendance
i. Total toition and fées per year
d. Total student enrollment
Graduation rate for each year
f.  Average loan amount per student
i. Direct Subsidized Loans
ii. Direct Unsubsidized Loans
iii. Direct PLUS Loans
iv. Private student loans
g. Total revenue
' i, Total Title IV fund revenue
H. Persstadent Pell Grant revenue
h. Net income.
. Total expenditures
' i. Total expenditure related to instruction
ii. Total expenditure related to sales and non-instructional activities
iii. Total expenditures related to lobbying
. Faculty per full-time student
k. Share of school employees in sales and non-instructional activities

o

17 Id.



4. According to recent reports, private-equity firms pressure for-profit college executives to
“maximize operating margins and maximize enrollment growth and to not engage in

things like regulatory compliance.
a.

b.

»18

Has any college under control of Apollo been investigated for violation of any
federal or state law or regulation?

Has any college under control of Apollo been found to have violated any federal
or state law or regulation? If so, please provide a complete list of all such
violations.

Has any college under control of Apollo reached a settlement with any federal or
state law enforcement entity related to a potential violation of any federal or state
law or regulation? If so, please provide a complete list of all such settlements.
Has any college under control of Apollo reached a settlement with any individual
student or group of students related to a potential violation of any federal or state
law or regulation, or to any fraud or misrepresentation related to the institution? If
so, please provide a complete list of all such settlements.

Has any college under control of Apollo suddenly closed or collapsed? If so,
when?

Has any college under control of Apollo had students apply for or be granted
student loan discharges from the U.S. Department of Education under the
agency’s Borrower Defense authority? If so, how many students have submitted
applications and how many students have been granted discharges?

Sincerely,

Mark Pocan

Uniteg States Senator Member of Congress

18 Education Dive, “Private equity’s role in the rise — and fall — of for-profit colleges,” Ben Unglesbee, May 6, 2019,
https://www.educationdive.com/news/private-equitys-role-in-the-rise-and-fall-of-for-profit-colleges/554077/.
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Congress of the Anited States
WWashington, DE 20510

September 10, 2019

Henry R. Kravis

Co-Chief Executive Officer
KKR & Co. Inc.

9 West 57" Street, Suite 4200
New York, NY 10019

George R. Roberts

Co-Chief Executive Officer
KKR & Co. Inc.

9 West 57" Street, Suite 4200
New York, NY 10019

Dear Messrs. Kravis and Roberts:

We write regarding KKR s investment in for-profit colleges and universities and to
request information about KKR s structure and finances as it relates to these institutions.

We have broad concerns about the effect of private equity firms on a variety of industries
and have introduced legislation to address these concerns.! But we have particular concerns
about the effects of private equity takeovers in colleges and universities. A typical approach
used by private equity firms is to purchase controlling interests in companies, which they
typically hold for a short time and then attempt to sell at a profit, often drastically cutting costs
and laying off workers in the process.

A recent study by economists with the National Bureau of Economic Research (NBER)
shows that when the target company is a college, these profits are squeezed out of students and
taxpayers, exacerbating other failures that have plagued the higher education sector over the past
decade.? The study found that when a for-profit college is purchased by a private equity firm,
“student outcomes deteriorate ... and reliance on federal aid and guaranteed loans increases.”
All the while, the firms disclose little to nothing about their funds and structure their ownership

' Stop Wall Street Looting Act, S.2155, https://www,congress.eov/bill/| 1 6th-congress/senate-bill/2155.

? MarketWatch, “when private equity firms buy colleges, students often pay more,” Jillian Berman, September 11,
2018, hups://www.marketwatch.com/story/when-private-equity-firms-buy-colleges-students-often-pay-more-2018-
09-07; National Bureau of Economic Research, “*When Investor Incentives and Consumer Interests Diverge: Private
Equity in Higher Education,” Charlie Eaton, Sabrina Howell, and Constantine Yannelis, August 2018,
https://www.nber.org/papers/w24976.pdf.

3 University of California Merced, New York University, University of Chicago, *When Investor Incentives and
Consumer Interests Diverge: Private Equity in Higher Education,” Charlie Eaton, Sabrina Howell, Constantine
Yannelis, August 17, 2018, hitp:/uncipc.org/wp-content/uploads/2018/12/Eaton-Howell-Yannelis_wp_PE-in-

Higher-Ed.pdf.




to capture all the institutions® profits while pushing more costs and risk on to students‘and
taxpayers. The students attending these colleges and _the public deserve to know more about
these firms’ practices:and the role they continue to play in an industry fraught with problems.

Enrollment in for-profit institutions skyrocketed foliowing the 2008 financial crisis when
students had few options but to go back to sehool to remain competitive in a declining job
market —with total enrollment passing two million in"2010. Many more students have attended
these institulions sihce then. As of 2017, over one million undergraduate students currently
enrolied in over 2,700 for-profit universities in the United States.* For-profit schools owned or
formerly owned by private equity firms currently account for a significant portion —
approximately 35 percent — of enrollment, and are able to sustain themselves, primarily through

federal student loans, which on average, make up 80% of their revenue.’

While private equity-owned for-profit schools claim to previde a high-quality education
ta their studerits, the NBER study found that a private equity buyout results.in “higher tuition,
lower education inputs, lower graduation rates, higher student borrowing, lower repayment rates,
and lower wage earnings,” all of which is accompanied by a ten to twenty pefeentage point
inerease in federal aid reliance and a tripling of profits for the private equity firms.®

It is especially disturbing that private equity-owned for-profit colleges are the worst for-
profit performers because for-profit colleges as-a whole perform poorly in almost every possible
metric when compared to other postsecondary institutions — like community colleges and four-
year public schools. For-profit colleges charge higher tuition and fees, have the lowest
completion rates for college entrants, and saddle their students with significaritly higher amouints
of student loan debt than their comparable alternatives. Notably, about 6% of all students are
enrolled in for-profit colleges, and 88% of borrowers who graduated from for-profit colleges
hiave student loan debt, a higher percentage than borrewers who graduated from public or private
non-profit colleges.”®* Moreover, students who attend for-profit colleges ultimately earn less, are

# National Center for Education Statistics, “Total fall énrollment in private for-profit degree-granting postsecondary’
institutioms, by state of jurisdiction:. Selected years, 1980 thiough 2017, accessed on August 29, 2019,
https:/nces.ed. gov/pogranis/digest/d ! BAables/dt18_304.22 asp; National Center for Education Statistics,
“postsecondary Institutions and Cost of Attendanée in 2017-18; Degrées and Other Awards Conferred, 2016-17; and
12-Maonth Enrollment; 2016-17,” November 2018, hitps:/nces.ed.gov/pubs201 8201 8060REY . pdl.

* National Buireau.of Economic Research, “Wlhieén Investor Incentives arid Censumer Interests Diverge: Private
Equity in Higher Education,™ Charlie Eaton, Sabrina Howell, and Constantine Yannelis, August 2018,

hips://www nber.ore/papers/w24976.pdf: Privaie Equity Stakeholder Project, “Private Equity's Failing Grade:
Private equity investment in for-profit colleges,” March 2018, http://pestakeholder.ors/wp-

content/uploads/201 8/03/Private-Equitys-Failing-Grade- PESP-AFR-032218-2 pdf.

& University of California Merced, New York University, University of Chicago, “When Investor [ncentives and
‘Consumer Interests Diverge: Private Equlty in Higher Education,” Charlie Eatori, Sabrina Howell, Constantine
Yannelis, August 17, 2018, htip://uncipe.org’wp-content/uploads 20 18/1 2/Eaton-Howell- Yannelis_wp: PE-in-
Higher-Ed.pdf.

7 College Board, “Trends in College Pricing 2018, October 2018,

https:Hirends.collegeboard, org/sites/de fault/files/20 8-trends-in-college-pricing.pdf.

8 Forbes, “Student Loan Debl Statistics In 2019; A'$1.5 Trillion Crisis,” Zack Friedman, February: 25, 2019,
hiips:Aww. forbes.com/sites/zack friedman/2019/02/28/student-Joan-debt-statistics-20 1 3/,




less likely to find employment, and are more likely to defaunlt on their loans than students who
attend alternative schools.”

The NBER research indicates that private equity involvement - specifically these firms’
reliance on federal student aid — has contributed to and exacerbated these problems. Average
loans for private equity-owned schools compared to other for-profits are 21% higher — and 102%
higher compared to students at community colleges. Average tuition revenue at private equity
owned for-profits is 23% higher than average tuition reventie at non-private equity for-profits,
59% higher than tuition at nonpmﬁt or public 4-year colleges, and 377% higher than at
community colleges. 10

Additionally, for-profit colleges have a history.of misleading and preying on vulnerable
prospective students through-deceptive and illegal marketing practices — especially targeting
low-income students and students of color who ultimately enroil in these institutions at higher
rates.!! And the data show private equity owned for-profits are the most frequent offenders. As it
‘turns out, “law erforcement actions related to mlsreplescntatlon and recruiti ng violations
increase dramatically after private equity buyouts,”'?

All for-profit colleges dedicate a significant portion of their budget to marketing and
advertising — spending a total of over $607 million in 2016 alone." However, marketing and
advertising expenditures at for-profit colleges increase following a private equity buyout, while
the number of faculty and the “share of expenditure devoted to instruction” decline: In fact,
“private equity-owned schools have twice the share of employees in sales as other for-profits,”
which explains — at least partially — why “private equity buyouts lead to a six percentage point
declinie'in graduation rates.”*

A report published by-the Senate Committee on Health, Education, Labor, and Pensions
in 2012 found that “many companies that operate for-profit colleges appear to set tuition ... to
‘maximize revenue without regard te the poor-academic and employment outcomes faced by

? Center for Analysis of Postsecondary Education and Employment, “For-profit Colleges: By the Numbers,”

hitps://capseecenter.ore/résearchiby-the-numbers/for-profit-college-infographic/.

¥ National Bureau of Econiemic Research, “When Investor [ncentives and Consumer Interesis Diverge: Private

Equity in Higher Bducation,” Charlie: Eaton, Sabrina Howell, and Constantine Yannelis. August 2018,

hitps:/iwww. nher.org/papers/ w249 76.pdl

! New York Tiines, “For-Profit Collgges Accused’of Fraud §till receive U.S. Funds,” Patricia Cohen, October 12,

2015, hitps://www.nytimes.com/2(1 3/10/1.3 business/for-profit-colleges-accused-ol-fraud-siill-receive-us-

funds htmi.

2 Uniiversity of California Mereed, New Yaork University, University of Chicago, *When Investor Incéntives and

Consumer Interésts Diverge: Private Equity in Higher Education,” Charlie Eaton, Sabrina Howell, Constanting

Yannelis, August 17, 201¢, hup://wicipe.org/wp-content/uploads/201 8/12/Faton- Howell-Yannelis_wp, PE-in-
Higher-Ed.pdf.-

* Educational Marketing Group, “College Advertising 4t All-Time High,” October 5, 2017,

hitps:/emigoniling.com201 7/ 107college-ad vertising-at-all-time-hish/# 1,

M National Bureau of Ec¢onoric Reseaich, “Wheii investor Incenitives and Consumer Interests Diverge: Private

Equity in Higher Education,” Charlie Eaten, Sabrina Howell, and Constantine Yannelis, August 2018,

hitps:Awwv.nber.org/papers/w24976.pdf.
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students.”" In the case of private equity-owned schools ~ researchers found instances of private
'equlty managers pressuring for-profit college executives to “maximize operating margins and
maximize enroliment growth, and fo not engage in things like better regulatory compliance.’ »18
The continued spread of private equity in the for-profit higher education sector, and thus the
maximizing of short-term profits at the detriment of students, presents a serious concern for both
students and taxpayers.

KKR is ~ or was recently — a large investor in the {or-profit college sector.!” We have
introduced ]eglslanon the Stop Wall Streer Looting Act, a comprehensive bill to reform the
private equity industry that holds private equity firms jointly liable for the responsibilities and
debts of companies under their control and increases transparency by requiring private equity
managers to disclose fees, returns, and political expenditures. To inform our-approach to passing
this legislation and to.-better understand your firm's rele in the for-profit college indusuy, we ask
that you provide answers to the following questions no later than September 24, 2019,

1. Please provide the disclosure documents and information enumerated in Sections 501 and
503 of the Srop Wall Street Loating Act.

2. How many private for-profit colieges does KKR have a stake in or own?
a. How miany private for-profit colleges has KKR had a stake in or owned in the past
ten vears?

3. For each KKR-owned for-profit college; please provide the following information for
each vear that you have had a stake in or owned this school and the five years preceding
your ewnership:

a. The name of the institution
b. Ownership stake
¢. Total cost of attendance
i, Total tuition and fees per year

d. Total student enrollment
e. Graduation rate for each year
f.  Average loan amount per student.

i. Direct Subsidized Loans
ii. Direct Unsubsidized Loans.
iii. Direct PLUS Loans
iv. Private student loans
g. Total revenue
i. Total Title IV fund revenue
ii. Per-student Pell Grant revenue
h.. Net inconie

1S(J.8, Committee on Bealth, Education, Labor, and Pensions, “For Profit Higher Education; The Failure to
Safeguard the Federal Investment and Ensure Student Success,” July 30, 2012,

hups: Awwsihelp.sendte covihno/media/for_profi_report/Part]-Partili-Sélected Appendixis.pdf.

¢ Education Dive, “Private equity’stole in the rise ~ and fall — of for-profit colleges,” Ben Unglesbee, May 6, 2019,
https:#www educationdive.com/news/private- equil\;s —rolé-in-the-rise-and-fall-of-for-profil-colleses/5 34077/,
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i. Total expenditures
i. Total expenditure related to instruction
ii. Total expenditure related to sales and non-instructional activities
iii. Total expenditures related to lobbying
j. Faculty per full-time student
k. Share of school employees in sales and non-instructional activities

4. According to recent reports, private-equity firms pressure for-profit college executives to
“maximize operating margins and maximize enrollment growth and to not engage in
things like regulatory compliance.”'®

a. Has any college under control of KKR been investigated for violation of any
federal or state law or regulation?

b. Has any college under control of KKR been found to have violated any federal or
state law or regulation? If so, please provide a complete list of all such violations.

¢. Has any college under control of KKR reached a settlement with any federal or
state law enforcement entity related to a potential violation of any federal or state
law or regulation? If so, please provide a complete list of all such settlements.

d. Has any college under control of KKR reached a settlement with any individual
student or group of students related to a potential violation of any federal or state
law or regulation, or to any fraud or misrepresentation related to the institution? If
s0, please provide a complete list of all such settlements.

e. Has any college under control of KKR suddenly closed or collapsed? If so, when?

f. Has any college under control of KKR had students apply for or be granted
student loan discharges from the U.S. Department of Education under the
agency’s Borrower Defense authority? If so, how many students have submitted
applications and how many students have been granted discharges?

Sincerely,

Mark Pocan —

Unitdd States Senator Member of Congress

'8 Education Dive, “Private equity’s role in the rise — and fall — of for-profit colleges,” Ben Unglesbee, May 6, 2019,
https://www.educationdive.com/news/private-equitys-role-in-the-rise-and-fall-of-for-profit-colleges/554077/.
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Congress of the United States
@ashington, BE 20510

September 10, 2019

Jeftrey Leeds

Managing Partner

Leeds Equity Partners. LLC

590 Madison Avenue, 41* Floor
New York, NY 10022

Dear Mr. Leeds:

We write regarding [.eeds Equity Partners’ (Leeds Equity) investment in for-profit
colleges and universities and to request information about Leeds Equity’s structure and finances
as it relates to these institutions.

We have broad concerns about the effect of private equity firms on a variety of industries
and have introduced legislation to address these concerns.! But we have particular concerns
about the effects of private equity takeovers in colleges and universities. A typical approach
used by private equity firms is to purchase controlling interests in companies, which they
typically hold for a short time and then attempt to sell at a profit, often drastically cutting costs
and laying off workers in the process.

A recent study by economists with the National Bureau of Economic Research (NBER)
shows that when the target company is a college, these profits are squeezed out of students and
taxpayers, exacerbating other failures that have plagued the higher education sector over the past
decade.”? The study found that when a for-profit college is purchased by a private equity firm,
“student outcomes deteriorate ... and reliance on federal aid and guaranteed loans increases.”™
All the while, the firms disclose little to nothing about their funds and structure their ownership
to capture all the institutions” profits while pushing more costs and risk on to students and
taxpayers. The students attending these colleges and the public deserve to know more about
these firms’ practices and the role they continue to play in an industry fraught with problems.

' Stop Wall Street Looting Act, S.2155, https://www.congress.gov/bill/| | 6th-congress/senate-bill/2155.

* MarketWatch, “when private equity firms buy colleges, students often pay more,” Jillian Berman, September 11,
2018, hups://www.marketwatch.com/story/when-private-equity-firms-buy-colleges-students-often-pay-more-201 8-
09-07; National Bureau of Economic Research, "When Investor Incentives and Consumer Interests Diverge: Private
Equity in Higher Education,” Charlie Eaton, Sabrina Howell, and Constantine Yannelis, August 2018,
https://www.nber.org/papers/w24976.pdf.

3 University of California Merced, New York University, University of Chicago, “When Investor Incentives and
Consumer Interests Diverge: Private Equity in Higher Education,” Charlie Eaton, Sabrina Howell, Constantine
Yannelis, August 17, 2018, http://uncipc.org/wp-content/uploads/2018/12/Eaton-Howell-Yannelis_wp_PE-in-

Higher-Ed.pdf.




Enrollment in for-profit institutions skyrocketed following the 2008 financial crisis when
students had few options but to go back to sechool to remain competitive in a declining job
market —~ with total enrollment passing two million in 2010. Many more students have attended
these institutions since then. As of 2017, over one million undergraduate students have enrolled
in over2,700 for-profit universities in the United States.* For-profit schools owned or formerly
owned by private equity firms currently account for a significant portion — approximately 35
percent — of enrollment, and are able to sustain’ themseives primarily through federal student
loans, which on average, make up-80% of their revenue:’

While private equity-owned for-profit schools claim to provide a high-qm}ity education
to their students, the NBER study found that a private equity buyout results in “higher tuition,
lower education mputs lower graduation rates, higher student borrowing, lower repayment rates,
and lower wage earnings,” all of which is accompanied by a tea to- twenty percentage point
increase in federal aid reliance and a tripling of profits for the private equity firms.®

[t is especially disturbing that privaie equity-owned for-profit colleges are the worst for-
profit performers because for-profit colleges as a whole perform poorly in almost every possible
metric when compared 16 other postsecondary institutions — like community colleges and four-
year _publ_ic. schools. For-profit colleges charge higher tuition and fees, have the lowest
completion rates for coliege entrants, and saddle their students with significantly higher amounts
of student loan debt than their comparable alternatives. Notably, about 6% of all students are
enrolled in for-profit colleges, and 88% of borrowers who graduated from for-profit colleges
have student loan debt, a higher percentage than borrowers who graduated from public or private
non-profit colleges.™ Moreover, students who attend for-profit colleges ultimately earn less, are
less likely to find employment and are more likely to default on their foans than students who
attend alternative schools.”

The NBER research indicates that private equity involvement — specifically these firms’
reliance on federal studént aid — has contributed to and exacerbated these probicms. Average

4 Natjonal Center for Education Statistics, “Total fall enrollment in private for-profit degrée-granting postsecondary
_mstltutlons by state or jurisdiction: Selected yeais, 1980 through 2017, accessed on Augast 29, 2019,
hitps:/inces.ed.cov/programs; ‘disest’d [8/tables/dt]1 8 304.22.asp; National Center for Education Statl@llcs
“Postsecondary Institutions and Cost of Attendance in 2017-18; Degrees and Other Aswards Conferred, 2016-17; and
12-Month Enrollment, 2016 17,” November 2018, hitps/inces. ed.eov/pubs20 187201 3060REV. pdf.

# National Bureau of Economic Research, “When Investor Incentives and Consumer Interests Diverge: Private
Equity in. Higher Education,” Charlie Eaton, Sabrina Howell, and Constantine Yannetis, August2018,
https:/fwww.nber.ore/papers/w24976,pdf; Private Equity Stakeholder Praject, “Private Equity®s Failing Grade:
Private equity investment in for-profit colleges,” March 2018, hitp://pestakeholder.org/wp-

content/uploads/204 8/63/Private-Eguitys-Failing-Grade. PESP-AFR-032218-2.pdf.

* University of California Merced, New York University, University of Chicago, “When Investor [ncentives and
‘Consumer Interests Diverge: Private Equity in-Higher Education;” Charlie Eaton, Sabrina Howell, Constantine:
Yannelis, August 17, 2018, hitb://ubcipc.ore/wp-content/uploads/2018/1 2/Faton-Iowell-Yannelis_wp. PE-in-
Higher-Ed.pdf,

7 College Board, “Trends in College Pricing 2018,” October 2018,

m&mds.colleﬂeboar'd.orgfsi,tesf'de'faultr‘l‘ 5/201 8-trends-in-college-pricing.pdf.

¥ Forbes, “Student Loan Debt Statistics Tn 2019: A $1.5 Triltion Crisis.™ Zack Friedman, Februaty 25, 2019,
hitps:/Awww. forbes.com/sites/zackriedman/20 19/02/2 5/student-loan~-debt-statistics-20 1.9/,

2 Center for Analysis of Postsecondary: Education and Employment; “For-profit Colleges: By the Numbers,”
hitps://capseecenter,org/reseaich/by-the-ntimbers/for-profit-college-in fographic/:
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toans for private equity-owned schools compared to other for-profits are' 21% higher —and 102%
higher compared to students at community colleges. Average tuition revenue at private equity
owned for-profits is 23% higher than average tuition revenue at non-private equity for-profits,
59% higher than tumon at nonprofit or public 4-year Lollcges and 377% higher than at
community colleges. '

Additionally, for-profit colleges have a history of misleading and preying on vulnerable
prospective students through deceptive and illegal marketing practices — especially targeting
low-income students and students of color-who ultimately enroll in these institutions at higher
rates.’! And the data show private equity owned for-profits are the most frequent offenders. As it
turns out, “law enforcement actions related to misrepresentation and recruiting violations
increase dramatically after private equity buyouts.'?

All for-profit colleges dedicate a significant portion of their budget to marketing and
advertising -- spending a total of over $607 million in 2016 alone.'® However, marketing and
adverlising expendituresat for-profit colleges increase following a private equzty buyout, while
the number of faculty and the “share of expenditure devoted to instruction” decline. In fact,
“private equity-owned schoels have twice the share of employees in sales as other for-profits,”
which explains - at least partially — why “private equity buyouts lead to a six percentage point
declirie in graduation rates.”"

A report published by the Senate. Committee on Health, Education, Labor, and Pensions
in 2012 found that “many companies that operate for-profit colleges appear to set tuition ... to
maximize revenue without regard to the poor academic and employment outcomes faced by
students.”** In the case of private equity-owned schools — researchers found instarices of private
‘equily managers pressuring for-profit college executives to “maximize pperating marging and
maxirhize enroliment growih, and to not engage in things like better regulatory compliance.”'®
The continued spread of private equity inthe for-profit higher education sector, and thus the

i National Burcau of Economic Research, “Wher Investor Inéentives and Consumer Interests Diverge: Private
Equity in Higher Education,” Charlie Eaton, Sabrina Howell, and Constantiné Yannelis, August 2018,

hitps: A www.nber.ore/papers/w24976 pdf.

" New York Times, “For-Profit Colleges Accused of Fraud Still receive 1.8, Funds,” Patricia Cohen, October 12,
2015, hitps:Zhwww.nytimes.com/20 5710713 business/for-profit-colleges-aceused-ol=fraud-still-receive-us-

funds hml, '

12 University of California Merced, New York Univérsity, University of Chicago, “When Investor Incentives and.
Consumer Interests Diverge: Private Equity in Higher Education,” Chailie Eaton, Sabrina Howell, Constantine
Yannelis, August 17, 2018, hitpz/{uncipe.ore/wp-content/uploads/2018/12/Eaton-Howell-Yannelis_wp_PE-in-
Higher-Ed.pdf..

** Educational Marketing Group, “College Advertising at All-Time High,” October §, 2017,
hitps:Zemgonline.com/201 7/10fcollege-advertising-at-all-time-high/#fn 1,

'* National Bureau of Economic Research, “When Investor [ncentives and Constimer Interests Diverge: Private

qu1ty in Higher Education,” Charlie Eaton, Sabrina. Howell, and Constantine Yannelis, August 2018,

https:/Awww.nber.org/papersiw24976.pdf. _

'51J.8. Committee on Health, Educatiou, Labor,and Pensions, *For Profit Higher Education: The Failure to’
Qaf-éfrmr'd the Federal Investmeit and Ensure Student Success,™ July 30,2012,

https:/www help.senate. gov/imonedia/for_profit_repoit/Partl-Partiii-Selected Appendixes.pdf:

6 Education Dive; “Privite equity’s role in the rise — and fall - of for-profit colleges,” Ben Unglesbee, May 6, 2019,
hfps: www educationdive com/news/private-equitvs-role-in-the-rise-and-fall-of- for-profit-colleges/554077/.
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maximizing of shost-term profits at the detriment of students, presents a serious concern. for both
students and taxpayers.

Leeds Equity is — or was recently — a large investor in the for-profit college sector.!” We
have introduced legislation, the Stop Wall Street Looting Act, a comprehensive bill to reform the
private equity industry that holds private equiity firms jointly liable for the responsibilities and
debts of companies under their control and increases transparency by requiring private equity
managers to disclose fees, returns, and political expenditures. To inform our approach to passing
this legistation and to better understand your firm’s role in the for-profit college industry, we ask
that you provide answers fo the following questions no later than September 24, 2019,

1. Please provide the disclosure decuments and information enumerated in Sections 501 and
503 of the Stop Wall Streer Looting Act.

2. How many private for-profit colleges does Leeds Equity have a stake in'or own?
a. How many private for-profit colleges has Leeds Equity had a stake in or owned in
ithe past ten years?

3. TFor each Leeds Equity-owned for-profit college, please provide the following
information for each year that you have had a stake in or ewned this school and the five
years preceding your ewnership:

a. ‘The name of the institution
b, Ownership stake
¢. Total cost of attendance
i. Total tuition and fees per year
d. Total student enroliment
Graduation rate for each year
f. Average loan amount per stident
i. Direct Subsidized Loans
fi. Direct Unsubsidized f.oans
iii. Direct PLUS Loans
iv, Private student loans
g. Total revenue
i. Total Title IV fund revénue
ii. Per-student Pell Grant revenue:
h. Net income
i. Total expenditures
i. Total expenditure related to instruction
ii, Total expenditure related to sales and non-instructional activities
iii. Total expenditures related to lobbying
j.  Faculty per full-time student
k. Share of schiool employees in sales and non-instruetional activities

>
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4. According to recent reports, private-equity firms pressure for-profit college executives to
“maximize operating margins and maximize enrollment growth and to not engage in
things like regulatory compliance.”'®

a. Has any college under control of Leeds Equity been investigated for violation of
any federal or state law or regulation?

b. Has any college under control of Leeds Equity been found to have violated any
federal or state law or regulation? If so, please provide a complete list of all such
violations.

¢. Has any college under control of Leeds Equity reached a settlement with any
federal or state law enforcement entity related to a potential violation of any
federal or state law or regulation? If so, please provide a complete list of all such
settlements.

d. Has any college under control of Leeds Equity reached a settlement with any
individual student or group of students related to a potential violation of any
federal or state law or regulation, or to any fraud or misrepresentation related to
the institution? If so, please provide a complete list of all such settlements.

e. Has any college under control of Leeds Equity suddenly closed or collapsed? If
so, when?

f. Has any college under control of Leeds Equity had students apply for or be
granted student loan discharges from the U.S. Department of Education under the
agency’s Borrower Defense authority? If so, how many students have submitted
applications and how many students have been granted discharges?

Sincerely,

Elizabeth Warren Mark Pocan

Unitgl States Senator Member of Congress

I8 Education Dive, “Private equity’s role in the rise — and fall — of for-profit colleges,” Ben Unglesbee, May 6, 2019,
https://www.educationdive.com/news/private-equitys-role-in-the-rise-and-fall-of-for-profit-colleges/554077/.
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Conqgress of the United States

Washington, DE 20510

September 10, 2019

Chris Hoehn-Saric

Senior Managing Director
Sterling Partners

401 N. Michigan Ave. Suite 3300
Chicago, IL 60611

Dear Mr. Hoehn-Saric:

We write regarding Sterling Partners’ (Sterling) investment in for-profit colleges and
universities and to request information about Sterling’s structure and finances as it relates to
these institutions.

We have broad concerns about the effect of private equity firms on a variety of industries
and have introduced legislation to address these concerns.! But we have particular concerns
about the effects of private equity takeovers in colleges and universities. A typical approach
used by private equity firms is to purchase controlling interests in companies, which they
typically hold for a short time and then attempt to sell at a profit, often drastically cutting costs
and laying off workers in the process.

A recent study by economists with the National Bureau of Economic Research (NBER)
shows that when the target company is a college, these profits are squeezed out of students and
taxpayers. exacerbating other failures that have plagued the higher education sector over the past
decade.” The study found that when a for-profit college is purchased by a private equity firm,
“student outcomes deteriorate ... and reliance on federal aid and guaranteed loans increases.”™
All the while, the firms disclose little to nothing about their funds and structure their ownership
to capture all the institutions” profits while pushing more costs and risk on to students and
taxpayers. The students attending these colleges and the public deserve to know more about
these firms™ practices and the role they continue to play in an industry fraught with problems.

! Stop Wall Street Looting Act, S.2155, https://www.congress.gov/bill/1 1 6th-congress/senate-bill/2155.

2 MarketWatch, “when private equity firms buy colleges, students often pay more,” Jillian Berman, September 11,
2018, https://www.marketwatch.com/story/when-private-equity-firms-buy-colleges-students-often-pay-more-20 | 8-
09-07; National Bureau of Economic Research, “*When Investor Incentives and Consumer Interests Diverge: Private
Equity in Higher Education,” Charlie Eaton, Sabrina Howell, and Constantine Yannelis, August 2018,
https://www.nber.org/papers/w24976.pdf.

* University of California Merced, New York University, University of Chicago, “When Investor Incentives and
Consumer Interests Diverge: Private Equity in Higher Education,” Charlie Eaton, Sabrina Howell, Constantine
Yannelis, August 17, 2018, http://uncipe.org/wp-content/uploads/2018/12/Eaton-Howell-Yannelis_wp_PE-in-

Higher-Ed.pdf.




Enrollment in for-profit institutions skyrocketed {ollowmg the 2008 financial crigis when
students had few options but to go back to school to remain competitive in a declining job
market — with total enrollment passing two million in 2010, Many moze students have attended
these institutions since-then. As 0f 2017, over one million undergraduate students have enrolled
in over 2,700 for-profit universities in the United States.* For-profit schools owned or formerly
owned by private equity firms currently account for a significant portion — approximately 35
percent — of enrollment, and are able to sustain themselves, primarily through federal student
loans, which on average, make up 80% of their revenue.’

While private equity-owned for-profit schools claim to provide a high-quality education
to their students, the NBER study found that a private equity buyout results in “higher tuition,
lower education. mputs, lower graduation rates, higher student borrowing, lower repayment rates,
and lower wage earnings,” all of which s accompamed by a ten to twenty percemage point
increase in federal aid reliance and a tripling of profits for the private equity firms.®

It is especially disturbing that private equity-owned for-prefit colleges are the worst for-
profit performers because for-profit colleges as a whole perform poorly in almost every possible
metric when compared to other postsecondary institutions — like community colleges and four-
year public schools. For-profit colleges charge higher tuition and fees, have the fowest
completion rates for college entrants, and saddle their students with significantly higher amounits
of student loan debt than their comparable alternatives. Notably, about 6% of all students are
enrolled in for-profit colleges, and 88% of borrowers who graduated from foi-profit colleges
have student loan debt, a highei percentage than barrowers who graduated from public er private
non-profit colleges.™* Moreover, students who attend for-profit colleges ultimately earn less, are
less likely to find empioyment and are more likely to defauit on their loans than students who
attend alternative schools.?

The NBER research indicates that private equity involvement — specifically these firms’
relianice on federal student aid —has contributed to and exacerbited these problems, Average

4 National Center for Education Statistics, “Total fall enrollnent in private for-profit degreé-granting postsecondary
institutions, by state-or jurisdiction: Selected years; 1980 through 2017.” accessed on August 29,2019,
htps:/inces.ed gov/programs/ digestfd 18/tables/dt18_304.22.asp; Nitional Cénter for Education Statistics,
“Postsecondary Institufions and C{__)s_l of Attendance in 2017-18; Degiees.and Other Awards Conferred, 2016-17; and
12-Month Enrollment, 2016-17,” November 2018, htips:/inces.ed.gov/pubs201 §(20 | S060REV.pdf.

3 National Burean of Economic Research, “When Investor Incentives and Consumer Intérests Diverge: Private
Equity in Higher Education,” Charlie Eaton, Sabrina Howell, and Conistantine Yannelis, August 2018,
hiips:/'www,nber.org/papers/w24976.pdf; Private Equity Stakeholder Project, “Private Equity’s Failing Grade:
Private equity investment in for-profit co]leges,“ March 2018, http://pestakeholder.orgiwp-
contemxupioadw’flﬂlsf{]3 Private-Equitys-Failing-Grade-PESP-AFR-032218-2.pdf.

¢ University of California Merced, New York University, University of Chicaga, “When Investor Theentives and
Consumer Interests Diverge: Private Equity in Higher Education,” Charlie Edton, Sabrind Howell, Conslantine
Yannelis, August 17, 2078, hittp:/uncipe.org/wp-content/uploads/201 8/12/Eaton-Howell-Yannelis wp PE-in-
Higher-Ed pdf.

7 College Board, “Trends in College Pricing 2018, October 2018,

hitps:/fends. collegeboard. or"’sﬂe%’deﬁuwnlew"’ol8 trends-in-collgge- ~pricing.pdf, _

¥ Forbes, ° “Student Loan Debt Statistics In2019: A $1.5 Trillion Crisis,” Zack Friedman, February 23, 2019,
hetps:www. forbes.com/sites/zack fricdman/2019/02/2 5/studént-loan-debt-statistics-2019/,

® Center for Analysis of Postsecondary Education and Employment, “For-profit Colleges: By the Numbers,”
htips://capseecenter.org/researclyby-the- mnnhersr’forq:rolJt-cnlle;,e—mfcs,r'mhlc/
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loans for private equity-owned schools compared to other for-profits are 21% higher — and 102%
higher compared to students at community colleges.. Average tuition revenue at private equity
owned for-profits is 23%: higher than average tuition révenue at non-private equity for-profits,
59% higher than tuition at nonprofit or public 4-year colleges, and 377% higher than at '
cofmmunity colleges.'?

Additionally, for-profit colleges have a history of misleading and preying on vulnerable
prospective students through deceptive and illegal marketing practices — especially targeting
low-income students and students of color who ultimately enrolf in these institutions at higher
rates.!’ And the data show private equity owned for-profits are the most frequent offenders. As it
turns out, “law enforcement actions related to misrepresentation and recruiting violations
increase dramatically after private equity buyouts,”*

Al for-profit colieges dedicate a significant portion of their budget to marketing and
advertising — spending a total of over $607 million in 2016 alone. 13 However, mar ketirig and
advertising expenditures at fox—ploﬁt colleges inctease following a private equity buyout, while
the number of faculty and the *share of expenditure devoted to instruction” decline. In fact,
“private equity-owned schocls have twice the share of employees in sales as other for-profits,”
which éxplains — at least partially — why “private equity buyouts lead to a six percentage point
decline in graduation rates,™! '

A report published by the Senate Committee on Health, Education, Labor, and Pensions
in 2012 found that “many companies that operate for-profit colleges appear to set tuition ... to
maximize revenie without regard to the poor academic and employment outcomes faced by
students.”'® In the case of private equity-owned schools — researchers found instances of private
equity managels pressuring for-profit coiiege executives to “maximize operating margins. and
maximize enroliment growth, and to not engage in things like better regulatory compliance.”'®
The continued spread of private equity in-the for-profit higher education sector, and thus the

' National Bureau of Economic Research, “When Investor Incentives and Consumer Interests Diverge: Private
Equity in Higher Education,” Charlie Eaton, Sabrina Howell, and Constantine Yannelis, August 2018,
[itths//wviow,tiber, org/papersiw24976.pdl _
' New York Times, “For-Profit Colleges Accused-of Fraud Still receive U.S: Funds;” Patricia. Cohen, October 12,
2015, hitps:www.nytimes.com/201 5710/ 1 3/business/ lor-profit-colleges-aceused-ol-fraud-still-receive-us-
mnds‘. nds.html

12 University of California Merced, New York University, University of Chicago, “When Trivestor [dcentives and
Cornsumer Interests Diverge: Private Equity in Higher Education,” Charlie Eaton, Sabrina Howell, Constantine
Yannelis, August 17, 2018, hip//uncipe.org/wp-content/uploads/2018/12/Eaton-Howsli-Yannelis_wp_PE-in-
Higher-£d.pdf.
'* Educational Marketing Group, *College Advertising at All-Time High,” October 5, 2017,
https://emgonline.com/2017/10/college-advertising-at-all-time-high/#fn 1.
14 National Burean of Economic Rescarch, “When Tnvestor Inceritives and Consumer Interests Diverge: Private
Equity in Higher Education,” Charlie l:aton Sabrina Howell,.and Constantine Yannelis, August 2018,
hitis://www nber.org/papers/w24976,pdf,
51,8, Commiitee on Heaith, Education, Labor, and Pensions, “For Profit Higher Education: The Failure o
Sifeguard the Federal Investment and Ensure Student Success,”™ July 30, 2012,
hitps:/owwvw. heip senate.g ;0\*fi|n0f|11edi<v’for profit repost/Paril-Partl][-Selected Appendixes ndf.
% Education Dive, “Private equity’s role | in the rise - and fall - of for-profit colléges,” Ben Unglesbee, May 6, 2019,
hitps:/ivieww.educationdive. com/news/private-equitys-role-in-the-rise-and-fatl-of-for-profit-colleges/5 54077/
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maximizing of short-term profits at the detrinient of students, presents a serious concern for both
students and taxpayers.

Sterling is — or was recently —a large investor in the for-profit college sector.'” We have
introduced legislation, the Stop Wall Street Looting Act, a comprehensive biil to reform the
private equity industry that holds private equity firms jointly liable for the responsibilities and
debts of companies uader their control.and increases transparency by requiring privaie equity
managers to disclose fees, returns, and political expenditures. To inform our approach to passing
this fegislation and to better understand your firm’s rolé:in the for-profit college industry, we ask
that you provide answers to the following questions no later than September 24, 2019.

1. Please provide the disclosure documents and information enumerated in Sections 501 and
503 of the Stop Wall Street Loating Act.

2. How many private fer-profit colleges does Sterling have a stake in or own?
a. How many private for-profit colleges has Sterling had a stake in or owned'in the:
past ten years?

3. For each Sterling-owned for-profit college, please provide the following information for
each year that you have had a stake in or owned this school and the five years preceding
your ownership:

a. The name of the institution
b. Ownership stake:
¢. Total cost of attendance
1. Total tuition and fees per year
d. Total student enrollment
Graduation rate for each year
f.  Average loan amouit per student
i. Direei Subsidized Loans
ii. Direct Unsubsidized Loahs
iii. Direct PLUS Loans
iv. Private student loans
g, Total revenue
1. Total Title IV fund revenue
il. Per-student Pell Grant revenue
h. Netincome
i. Total expenditures
i. Total expenditure related to instruction
ii. Total expenditure related to sales and non-instructional activities
iii. Total expenditures related to lobbying
. Faculty per full-time student
k, ‘Share of school employees in‘sales and non-instructional activities

a

I



4. According to recent reports, private-equity firms pressure for-profit college executives to
“maximize operating margins and maximize enrollment growth and to not engage in

things like regulatory compliance.
a.

b.

»I8

Has any college under control of Sterling been investigated for violation of any
federal or state law or regulation?

Has any college under control of Sterling been found to have violated any federal
or state law or regulation? If so, please provide a complete list of all such
violations.

Has any college under control of Sterling reached a settlement with any federal or
state law enforcement entity related to a potential violation of any federal or state
law or regulation? If so, please provide a complete list of all such settlements.
Has any college under control of Sterling reached a settlement with any individual
student or group of students related to a potential violation of any federal or state
law or regulation, or to any fraud or misrepresentation related to the institution? If
so, please provide a complete list of all such settlements.

Has any college under control of Sterling suddenly closed or collapsed? If so,
when?

Has any college under control of Sterling had students apply for or be granted
student loan discharges from the U.S. Department of Education under the
agency’s Borrower Defense authority? If so, how many students have submitted
applications and how many students have been granted discharges?

Sincerely,

A

Elizabg§th Warren Mark Pocan
UnitedfStates Senator Member of Congress

'* Education Dive, “Private equity’s role in the rise — and fall — of for-profit colleges,” Ben Unglesbee, May 6, 2019,
https://www.educationdive.com/news/private-equitys-role-in-the-rise-and-fall-of-for-profit-colleges/554077/.
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Conqress of the United States
Washington, VL 20510

September 10, 2019

Kip Kirkpatrick

Senior Partner and Co-Chief Executive Officer
Vistria Group

300 East Randolph Street, Suite 3850
Chicago, IL 60601

Marty Nesbitt

Senior Partner and Co-Chief Executive Officer
Vistria Group

300 East Randolph Street, Suite 3850
Chicago, IL 60601

Dear Messrs. Kirkpatrick and Nesbitt:

We write regarding Vistria’s investment in for-profit colleges and universities and to
request information about Vistria’s structure and finances as it relates to these institutions.

We have broad concerns about the effect of private equity firms on a variety of industries
and have introduced legislation to address these concerns.! But we have particular concerns
about the effects of private equity takeovers in colleges and universities. A typical approach
used by private equity firms is to purchase controlling interests in companies, which they
typically hold for a short time and then attempt to sell at a profit, often drastically cutting costs
and laying off workers in the process.

A recent study by economists with the National Bureau of Economic Research (NBER)
shows that when the target company is a college, these profits are squeezed out of students and
taxpayers, exacerbating other failures that have plagued the higher education sector over the past
decade.” The study found that when a for-profit college is purchased by a private equity firm,
“student outcomes deteriorate ... and reliance on federal aid and guaranteed loans increases.™
All the while, the firms disclose little to nothing about their funds and structure their ownership

' Stop Wall Street Looting Act, S.2155, https://'www.congress.cov/bill/1 | 6th-congress/senate-bill/2155.

* MarketWatch, “when private equity firms buy colleges, students often pay more,” Jillian Berman, September 11,
2018, https://www.marketwatch.com/story/when-private-equity-firms-buy-colleges-students-often-pay-more-2018-
09-07; National Bureau of Economic Research, “When Investor Incentives and Consumer Interests Diverge: Private
Equity in Higher Education,” Charlie Eaton, Sabrina Howell, and Constantine Yannelis, August 2018,
https://www.nber.org/papers/w24976.pdf.

3 University of California Merced, New York University, University of Chicago, “When Investor Incentives and
Consumer Interests Diverge: Private Equity in Higher Education,” Charlie Eaton, Sabrina Howell, Constantine
Yannelis, August 17, 2018, hup://uncipc.org/wp-content/uploads/2018/12/Eaton-Howell-Yannelis_wp_PE-in-

Higher-Ed.pdf.




to capture all the institutions’ profits while pushing more costs and risk onto students and
taxpayers. The students attending these colleges and the public deserve to. know more about
these firms” practices and the role they continue to play in an industry fraught with problems.

Enrotlment in for-profit institutions skyrocketed following the 2008 financial crisis when
students had few options but fo go back to school to remain competitive in a declining job
market ~ with total enroliment passing two million in 2010. Many more studenis have attend_'ed '
these institutions since then. As of 2017, over one million undergraduate students-have enrolled
inover 2,700 fmuproﬁt universities in the United States.? For-profit schools owned or formerly
owned by private equity firms currently account for a significant portion —approximately 35
percent - of enrollment, and are able to sustain theniselves, primarily through federal student
loans, which on average, make up 80% of their revenue.? '

While private equity-owned for-profit schools claim to provide a high-quality education
to their students, the NBER study found that a private equity buyout results in “higher tuition,
lower education inputs, lower graduatien rates, higher student borrowing, lower repayment rates,
and lower wage earnings,” all of which is accompanied by a ten to twenty percentage point
increase in federal aid reliance and a tripling of profits for the private equity firms.®

It is éspecially disturbing that private equity-owsied for-profit colleges are the worst for-
profit performers because for-profit colleges as a whole perform poorly in almost-every possible
metric witen compared (o other postsecondary institutions — like community colleges arid four-
year public schools. For-profit ¢colleges charge higher tuition and fees, have the lowest
completion rates for ¢ollege entrants, and saddle their students with significantly higher amounts-
of student loan debt than their comparable alternatives. Notably, about 6% of all students are
enrolled in for-profit colleges, and 88% of borrowers who graduated from for-profit colleges
have student loan debt, a higher percentage than borrowers who graduated from public or private
non-profit colleges.”® Moreover, students who attend for-profit colleges ultimately earn less, are

* National Center for Education Siatistics, “Total fall enroliment in private for-profit degree-granting postsecondary
institutions, by state or jurisdiction: Selected years, 1980 through 2017,™ dccessed on Angust 29, 2019,
htms:ffnccs,_ecLUO\é;’nmc_{ram_sfdigesv’dl B/lables/del § 304,22 asp: National Center for Education Statistics,
“Postsecondary Institutions and Cost of Attendance in 2017-18; Degrees and Other Awards Conferred, 2016-17, and
12-Month 'E-nro]lmen_t, 2016-17,” November 2018, hitpsiinces.ed, gov/pubs2 (1 8/2018060REY, pdf.,

¥ National Bureau of Economic Research, “When Tnvestorincentives and Consumer Interests Diverge: Private
Equity in Higher Education,” Charlie Eaton, Sabriiia Howell, and Conistantine Yannelis, August 2018,
https://www.nber.org/papers/w24976.pdE; Private Equity Stakeholder Projeet, “Private Equity's Féiling Grade:
Private equity investment in for-profit colleges,” March 2018, hitp://pestakeholder.ora/wp-

content/uploads/201 8/03/ Privaie-Equitvs-Failing-Grade-PESP-AIFR-032218-2.pdfl

& University of California Merced, New York Untversity, University of Chicago, “Whén Investor Incentives and
Consumer Interests Diverge: Private Equity in Higher Education,” Charlie Eaton, Sabrina Howell, Constantine
Yannelis, August 17, 2018, htp:/uncipe ora/wp-content/uploads/2018/1 2/Eaton-Howell-Yannelis_wp. PE-in-
Higher-Ed.pdf, - '

? College Board, “Trends in College Pricing 2018,” October 2018,
hitps;//trends.collegeboard. org/sites/de fanlt/ files/2018-frends-in-college-pricing, pdf; _

 Forbes, “Student T.odn Debt Statistics 111 2019; A $1.5: Trillion Crisis,” Zack Friedman, February 25, 2019,
hitps://www forbes;com/sites/zack friedman/2019/02/25/student-loan-debi-staifstics-2019/.

2




less likely to find employment, and are more likely fo default on their loans than students who
attend alternative'schools.”

The NBER research indicates that private equity involvement — specifically these firms’
reliance on federal student aid -~ has contributed to and exacerbated these problems. Average
loans for private equity-owned schools compared to other for-profits are 21% higher — and 102%
higher compared to students at community colleges, Average tuition revenue at private equity
owned for-profits i5.23% higher than average fuition révenue at non-private equity for-profits,
59% higher than tuition at nonprofit or public 4-year colleges, and 377% higher than at
community colleges.'? '

Additionally, for-profit colleges have a history of misleading and preying on vulnerable
prospective students through deceptive and illegal marketing practices — especially targeting
low-income students and students of color who ultimately enrell in these institutions at higher
rates.'!. And the data show private equity owned for-profits are the most frequent offenders. As it
turns out, “law enforcément actions related to misrepresentation and recruiting violations
inerease dramatically after private equity. buyouts.”'*

All Tor-protit colleges dedicate a significant portion of their budget to marketing and
advertising — spending a total of over $607 million in 2016 alone.'? However, marketing and
advertising expenditures at for-profit colleges increase following a private equity buyout, while
the number of faculty and the “share of expenditure devoted te instruction™ decline, In fact,
“private equity-owned schools have twice the share of employees in sales as other for-profits,”
which explains ~ at least partially — why “private equity buyouts lead o a six percentage point
decline in graduation rates,”*

A report published by the Senate Commitiee on Health, Education, Labor, and Pensions
2012 found that “many companies that operate for-profit colleges appear to set tuition ... to
maximize revenue without regard to the poor academic.-and employment outcomes faced by

? Center for Analysis.of Postsecondary Education and Employment, “For-profit Colleges: By the Numbers,”
littps:/capseecenter.ore/research/by-the-numbers/for-profit-collége-infographic/.

' National Burean of Economic Research, “When Invester Incéhtives and Consumer Intérests Diverge: Private
Equity in Higher Educatien,” Charlie Eaton, Sabrina Fowell, and Constantine. Yannelis, August 2018,
https:/www.nber,org/papers/w24976.pdf, '

H New York Times, “For-Profit Colieges Accused of Fraud Still receive U.8.-Funds,” Patticia Cohen, October 12,
2015, bitps;/iwww.nytimes.com/2015/10/1 3/business/for-profit-colleges-aécused-of- fraud-stitl-receive-us-

furids him),

2 Unjversity of California Merced, New York University, University of Chicago, “When Investor Incentives.and
Consumer Interests Diveige: Private Equity it Higher Education,” Charlie Eaton, Sabrina Howell, Constantine
Yannehis, Angust {7,201 g, hitp:funcipe.ore/wp-content/upleads/20 1 8/ 1 2/Eaton-Howe - Yannelis_wp_PR=in-
Higher-Ed.pdf, '

¥ Educational Marketing Graup, “College Advertising at All-Time High,” October 5, 2017,
htts:femeonline.com/2017/10/collége-advertisine-at-all-time-high/#Mm1.

M Natjonal Bureau of Economic Research, “When Investor Incentives arid Consumer luterests Diverge: Private.
Equity in Higher Education,” Charli¢ Eaton, Sabrina Howell, and Constantine Yannelis, August 2018,
hitpsv/www.nber.org/papersiw24976.pdf.




students,”'? In the case of private equity-owned schools — researchers found instances of private
equity managers pressuring for-profit college executives to “maximize operating margins and
maximize enrollment growth, and to not engage in things like better regulatory compliance.”!®
The continted spread of private équity in the for-profit higher education sector, and thus the
maximizing of short-term profits at the detriment of students, presents a serious concern for both
students and taxpayers.

Vistria is — or was recently — a large investor in the for-profit college sector. ‘7 We have
introduced legislation, the Stop Wail Street Looting Act, a ecomprehensive bill to reform the
private equity industry that holds private equity firms jointly lable for the responsibilities dnd
debts of companies under their control and in¢reases transparéncy by requiting private equity
managers to disclose fees, returns, and political expenditures. To inform our approach to passing
this legislation-and to better understand your firm’s role-in the foi-profit college industry, we ask
that you provide answers to the. foliowing questions no later than September 24, 2019.

1. Please provide the disclosure documents and information enumerated in Sections 501 and
503 of the Stop Wall Street Looting Act.

2. How many private for-profit colleges does Vistiia have a stake in orown?
a. How many private for-profit colleges has Vistria had a stake in or owned in the
past ten years?

Lad

3. For each Vistria -owned for-profit college, please provide the following information for
each year that you have had a stake in or owned this school and the five years preceding
your ownership:

a. The name of the institution
b. Ownership stake
¢. Total costof attendance
1. Total tuition and fees per year
d. Total student enrollment
e, Graduation rate for each year
f. Average lcan amount per student

i.. Diréct Subsidized Loans

i. Direct Unsubsidized Loans

iil. Direct PLUS Loans

v, Private student loans
g. Total revenue
' i. Total Tide [V fund revenue
ii. Per-student Pell Grant revenue
l. Net income

. L .

U8, Committee .on Health, Education, Labor, and Pensions, “For Profit Higher Education: The Failure o
Safeguard the Federal Investment and Ensure Student Success,” July 30, 2012,

htips:/fwww.help.senaie sov/iimoAnediz/for_profit repoit/Partl-Parilll-Selected Appendixes. pdf’ _

' Education Dive, “Private equity’s role in the rise —and fall - of far-profit colleges,” Ben Unglesbee, May 6, 2019,
]mps:f}"www,-educationdive.{:omfnews‘./m'iValc-equir'\,f_s—r()Ie-in-1he-;’-isé-and~Fall-.of-f(ir-nmﬁt~c0’|]Ege$KSS4077,{
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i

j.

k.

Total expenditures
i. Total expenditure related to instruction
il. Total expenditure related to sales and non-instructional activities
iii. Total expenditures related to lobbying
Faculty per full-time student
Share of school employees in sales and non-instructional activities

4. According to recent reports, private-equity firms pressure for-profit college executives to
“maximize operating margins and maximize enrollment growth and to not engage in

things like regulatory compliance.
a.

b.

=18

Has any college under control of Vistria been investigated for violation of any
federal or state law or regulation?

Has any college under control of Vistria been found to have violated any federal
or state law or regulation? If so, please provide a complete list of all such
violations.

Has any college under control of Vistria reached a settlement with any federal or
state law enforcement entity related to a potential violation of any federal or state
law or regulation? If so, please provide a complete list of all such settlements.
Has any college under control of Vistria reached a settlement with any individual
student or group of students related to a potential violation of any federal or state
law or regulation, or to any fraud or misrepresentation related to the institution? If
so, please provide a complete list of all such settlements.

Has any college under control of Vistria suddenly closed or collapsed? If so,
when?

Has any college under control of Vistria had students apply for or be granted
student loan discharges from the U.S. Department of Education under the
agency’s Borrower Defense authority? If so, how many students have submitted
applications and how many students have been granted discharges?

Sincerely,

P red Bt e G

Elizapeth Warren Mark Pocan
Unitdd States Senator Member of Congress

18 Education Dive, “Private equity’s role in the rise — and fall — of for-profit colleges,” Ben Unglesbee, May 6, 2019,
https://www.educationdive.com/news/private-equitys-role-in-the-rise-and-fall-of-for-profit-colleges/5 54077/
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