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Our Call:

For more than a year, the for-profit school industry has been on the defensive. Refuting claims
made by government studies and think-tank analysts, pointing out the bias in press coverage
and trying to drag in the facts and mitigating circumstances that complicate the easy
condemnation. Over the past several weeks, however, the tone has shifted, and the schools
have gone on the offense, questioning their attackers' motives, pointing out the bias inherent in
the analysis, and highlighting the bullying tactics being employed by those in power.

That effort moved into overdrive yesterday coincident with a White House summit on community
colleges. Two new reports have been released noting the higher taxpayer cost associated with
state-funded education, and another citing the absence of proper disclosure employed by some
community colleges around graduation and employment rates. In addition, Kaiser College, a
privately-owned chain of vocational schools based in Florida, filed suit Monday against Florida
State College (FSC) in Jacksonville, along with two if its senior officials, for tortuous interference
with its business. The suit uses emails gained though a FOIA request to show that public
officials have engaged in a deliberate campaign to spread misinformation about Keiser and
other for-profit schools, and colluded with short-sellers, with the ultimate goal of enhancing its
own competitive position in the market.

The individual merits of these studies will be attacked by critics, and the lawsuit could well be
dismissed, but the point has been made. An effective roadblock has been created and those
politicians, Democratic and Republican, that wish to defend the sector against attacks by
Senators Harkin and Durbin, and/or against the Department of Education's regulatory process
are now provided ample ammunition.

The true significance of these actions depends on the mid-term elections. We understand from
those close to ranking Republican members of the House Committee on Education and Labor
that should they win control of the committee, the Department's Gainful Employment rules will
be on the negotiating table if the administration wants to pass its K-12 reform agenda. On the
other hand, a lame duck Congress still has to pass omnibus spending bills for FY:11 (already
begun) and Democrats could well insert a provision affecting for-profit schools and dare
Republicans to pass the measure or risk being accused of "shutting down the government."

Nevertheless, regardless of the merits of the individual actions, we see in this barrage of new
data and argument, further evidence that the short call in these stocks is weakening. And while
further revelations from Senator Harkin's 30-school data dump could still send one or more of
these names lower, the dissipating enthusiasm behind the short call in the names means that
we have likely already seen the bottom.
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Investment Analysis:

Keiser College Sues Florida State College

The complaint is built around a series of email exchanges taken from the server of the Florida State College at
Jacksonville. As a state-funded institution, FSC was obliged to provide these emails in response to a FOIA
request. The emails recount the president of the community college as well as its governmental affairs officer
briefing investors (several of whom are named in the suit,) rounding up former for-profit students prepared to
disparage their former institutions and generally organizing a campaign against for-profit schools. The suit
alleges that this was done by FSC, which competes directly with Keiser, for anticompetitive reasons.

The suit further alleges that the negative, and it posits inaccurate, attacks have resulted in a loss of business
for Keiser, including a loss of externship opportunities for its students. The complaint also names several
investors and consumer advocacy groups, including Bob Shireman's TICAS as part of the overall collusion.
Other "co-conspirators" include Steve Eisman, with FrontPoint Financial Services, Gilchrist Berg, founder
of Jacksonville, Florida-based hedge fund Water Street Capital; analyst Antal Desai with Dallas-based
investment advisors CPMG, Inc.; the National Consumer Law Center; the U.S. PIRG; and American
Association of Collegiate Registrars & Admissions Officers, among others.

The FSC staff ostensibly received the Gainful Employment rules from TICAS as part of a "Gainful Employment"
group ahead of their public release by the Department of Education. How TICAS came into possession of an
advance copy of the rules is not explained in the email. The full complaint is attached.

The suit seems thinly-based to us. However, the issue of state-funded employees on state-funded time using
their resources and influence to engage in what seems to be a one-sided and overtly hostile campaign is at
best unseemly. We would expect the more serious repercussion of this action will be investigations by Florida
legislators and possibly the state attorney general. And, as we cited above, we expect the suit will provide
talking points to federal legislators that are seeking to level the playing field of investigation.

Comparative Study of Community and Career Colleges

The marketing and mystery-shopping firm Norton|Norris has published a series of reports taking a hard look at
the relative merits of community colleges as a line of defense in critiques against for-profit schools. The first,
"Student Satisfaction on Aspects of Importance in the College Experience," is a survey of career college
students that have chosen to transfer away from community colleges. The results are not shocking: the
students prefer the for-profit schools to which they transferred. And the sample is certainly not without bias.
However, for all of the anecdotal evidence offered by students with poor experiences at for-profit schools, it
offers at least the suggestion that there are also reasons to be dissatisfied with community colleges.

http://www.nortonnorris.com/pdfs/cc-comparison-report_10_04_10.pdf

Separately, Norton|Norris also "mystery-shopped" (a common service offering) 15 community colleges and
detailed the results in a report titled, "Mystery Shopping Reveals Important Information Withheld from
Prospective Students." The firm and its shoppers, who are well experienced shopping for-profit schools as a
compliance aid, visit 15 community colleges. According to the report at least four of the schools appeared to be
in violation of federal regulations that require institutions participating in title IV programs to post graduation
rates on their website. More importantly, says the report, none of the schools disclosed to graduation rates to
shoppers when asked. In several cases expected salary information quoted by admissions reps was well above
relevant BLS data. Other issues included severe lack of available classes with one and two-year waiting lists in
some cases and difficult getting information or even making human contact with an admission representative
over the telephone.

For our reading, however, the most telling observations came from the qualitative assessment offered by the
shoppers accustomed to shopping for-profit schools. These observations are consistent with what we have
learned over the past 13 years covering the sector, speaking with students, and visiting numerous community
colleges. While there is nothing that shocks the conscience, the lack of empathy and consideration for students
reinforces how schools, despite their far lower tuition prices, can lose students to for-profit competitors.
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I would say that this visit was unlike the other mystery shopping I have done. At the career colleges, they have
systems in place for prospective students and the process has been consistent. I expected to have admission
representatives that could guide me in the pre-enrollment process. At the community college, they did not have
this process, but instead I was redirected to the person that was in charge of that department. I felt like I was
"on my own" to find the help and the answers I needed. I met with a counselor in the group room where the
computer lab is located. There was no waiting area, and I found my own way around. Things were not as
private as I expected. I was shocked by how unorganized it was. I felt like I got most of the information I
needed, except the counselor did not have specific information about the program, graduates, rates, and
salaries.

I really have a hard time comparing the community college to the career colleges. I felt like all of my career
college shops have immediately engaged me and started conversations that made me feel valued as a
prospective student and person. The community college had no process at all for admissions. A potential
student has to drive around the campus then search around a building to find the right door and office. At my
career college assessments, I have been walked through the process in great detail in a private office. The
career colleges gave me telephone numbers to call if I had any questions. At the community college, I asked for
contact numbers and they told me that it is hard to get people on the phone and gave me an email address
instead. Also, no one had on a name tag on – and that was different.

This visit was awful. I felt like nobody wanted to help me. The building smelled awful, the line for admissions
was 20 minutes long, the rep was less than helpful, and the lobby receptionist was rude to me. The ladies at
the financial aid window were not wearing badges, and when I asked for their names, they rolled their eyes,
laughed, and refused. I asked to speak with an advisor and they said I could not since I was not a student yet.
They would not let me in the office, which I am assuming you had to be buzzed into because I could not open
the door myself. I had to ask for a FAFSA worksheet twice before they would give it to me. I had to say, "I know
in the past I've had to do a FAFSA worksheet. Do you have one I could use?" They then rolled their eyes again
and gave it to me. The financial aid reception desk was messy, and I got the impression that these ladies did
not take their jobs seriously.

http://www.nortonnorris.com/pdfs/spotlight-on-community-college-recruitment_10_04_10.pdf

The Public Costs of Higher Education
Robert Shapiro and Nam Pham of the advisory firm Sonecon, have authored a report comparing publicly
available information for-profit and not-for-profit institutions and, like other studies, come to the conclusion the
for-profit schools offer taxpayers a better bargain.

According to the analysis, for every $1 in direct (i.e. non loan-based) support for private for-profit institutions,
per-student, from federal, state and local governments, private not-for-profit institutions receive $8.69
per-student and public institutions receive $19.38 per-student. The study also notes that federal taxes exceed
the total amount of direct subsidies, including Pell grants, to these schools. When the rates are calculated on a
per-graduate basis, the contrast becomes even more severe.

In term of indirect costs the report notes that the cost of federal student loans to taxpayers is based on their
interest rate subsidies and the default rates. The interest rate subsidies are the same for student-borrowers at
all three classes of institutions, but the default rates are higher among students from private for-profit
institutions than for those from public or private not-for-profit institutions.

The report concludes by asserting that the total indirect support provided to higher education institutions by all
levels of government, through federal, state and local government student grants, loan subsidies and default
payments, is comparable across the three classes of institutions: This support for students averages $2,416
per-student at four-year, private for-profit institutions, compared to $2,301 per-student at four-year private
not-for-profits, and $2,300 per-student at four-year public institutions.

http://static.usnews.com/documents/whispers/Sonecon_Exec_Summary_9-3-10.pdf
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U.S. Department of Education Awards $84.8 mil. To HBCUs

Yesterday the U.S. Department of Education announced the award of $84.775 million to 96 Historically Black
Colleges and Universities (HBCUs) to "strengthen their facilities and academic programs to improve education
for their students." The awards are formula grants based on data provided by eligible institutions. To be eligible
for funding, institutions must have been established prior to 1964 and have as a principal mission the education
of African Americans.

According to the Department: "Grants awarded under the Strengthening Historically Black Colleges and
Universities Program support a variety of activities that improve and expand course offerings, student services,
campus facilities, and faculty and staff development. Funds may also be used to establish teacher education
programs designed to qualify students to teach in public schools, financial and economic literacy programs for
students and families, and community outreach programs that encourage elementary and secondary school
students to develop high-level academic skills and interest in postsecondary education."

Yet despite this extraordinary subsidy and protected status, the loan performance of HBCUs is exactly in line
with that of for-profit colleges (we note that this particular break-down was not one of those included in the
government's cohort default rate press release:)

Exhibit 1: Cohort Default Rates by Type of Institution

CDR # in Default # in Repay

Institution Type 

Public 6.06% 104,292 1,720,664

2-3-year 10.12% 49,331 487,436

4-year 4.44% 54,438 1,225,492

Private 4.02% 30,620 761,129

2-3-year 8.24% 1,167 14,157

4-year 3.89% 28,916 743,178

Proprietary 11.67% 103,764 889,034

Less than 2-year 12.49% 15,418 123,454

2-3 year 12.69% 34,538 272,215

4-year 10.91% 53,808 493,365

HBCUs* 11.79% 9,921 84,164

Public 2-3 year 13.61% 633 4,652

Public 4-year 11.52% 6,465 56,106

Private 2-3 year 42.00% 21 50

Private 4-year 12.00% 2,802 23,356

Total 7.07% 238,852 3,378,734

*Based on 105 HBCUs, 99 with accreditation and 92 of  which have students in repayment

Source: Department of Education, Signal Hill.

Exhibit 2: Cohort Default Rates for HBCUs

2008 Two-Year Cohort Default Rates: Historically Black Colleges & Universities*

# of Schools CDR # in Default # in Repay

Institution Type

Historically Black Colleges & Universities

Two-Year 12 13.91% 654 4,702

Four-Year 87 11.66% 9,267 79,462

Public 51 11.68% 7,098 60,758

Two-Year 11 13.61% 633 4,652

Four-Year 40 11.52% 6,465 56,106

Private 48 12.06% 2,823 23,406

Two-Year 1 42.00% 21 50

Four-Year 47 12.00% 2,802 23,356

Total 99 11.79% 9,921 84,164

*Based on 105 HBCUs, 99 with accreditation and 92 of  which have students in repayment

October 5, 2010
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Education Universe – Comparable Company Analysis
Performance & Valuation Data
$ millions, except per share amounts

Price Perf.

10/05/2010 YTD CY:09E CY:10E CY:11E CY:09E CY:10E CY:11E CY:09E CY:10E CY:11E CY:09E CY:10E CY:11E
 K-12 Education

Archipelago Learning, Inc. ARCL NR $12.41 $327 -40.0% 37.6x 42.8x 27.0x 37.6x 42.8x 27.0x 1.6x 1.8x 1.1x 20.9x 19.9x 12.2x
K12, Inc. LRN NR $29.09 $886 +43.5% 51.5x 37.5x 29.7x 51.5x 37.5x 29.7x 1.8x 1.3x 1.1x 15.7x 11.6x 9.0x
Leapfrog Enterprises, Inc. LF NR $5.73 $369 +46.5% NM 22.0x 12.2x NM 22.0x 12.2x NM 1.5x 0.8x 54.9x 8.4x 5.9x
Nobel Learning Communities NLCI Hold $6.60 $70 -13.0% 19.1x 28.7x 13.5x NA NA NA 1.0x 1.4x 0.7x 5.4x 6.0x 5.2x
Princeton Review, Inc. REVU NR $1.93 $99 -52.5% 16.1x NM NM 16.1x NM NM 1.2x NM NM 21.9x 8.5x 6.0x
Renaissance Learning, Inc. RLRN NR $10.01 $293 -11.9% 14.7x 13.9x 12.5x 14.7x 13.9x 12.5x 0.6x 0.6x 0.5x 7.7x 7.1x NA
Scholastic Corp. SCHL NR $28.10 $968 -5.8% 13.9x 11.9x 11.5x 13.9x 11.9x 11.5x 1.4x 1.2x 1.1x 4.5x 4.2x 4.2x
School Specialty, Inc. SCHS Buy $13.20 $251 -43.6% 6.7x 86.9x 7.9x 8.5x 20.5x 22.5x 0.4x 5.4x 0.5x 5.0x 8.3x 5.4x
Scientific Learning, Inc. SCIL Hold $4.52 $83 -10.7% 17.4x 14.8x NA 17.4x 16.7x 17.4x 1.2x 1.0x NA 9.5x 11.2x NA

Mean 22.1x 32.3x 16.3x 22.8x 23.6x 19.0x 1.2x 1.8x 0.8x 16.2x 9.5x 7.3x
 Post-secondary Education

Apollo Group, Inc. APOL Buy $50.49 $7,449 -16.7% 10.5x 9.2x 8.8x 11.0x 9.4x 8.8x 0.6x 0.5x 0.5x 5.0x 4.3x 4.0x
American Public Education, Inc. APEI Buy $32.86 $607 -4.4% 26.0x 22.0x 17.7x 25.9x 21.9x 17.9x 0.6x 0.5x 0.4x 11.6x 9.6x 7.8x
Bridgepoint Education, Inc. BPI Buy $15.20 $830 +1.2% 12.1x 7.6x 5.8x 12.1x 7.7x 6.1x 0.3x 0.2x 0.1x 5.0x 3.0x 2.2x
Capella Education, Inc. CPLA Buy $80.42 $1,347 +6.8% 32.1x 22.6x 17.3x 32.0x 21.7x 17.3x 1.1x 0.8x 0.6x 14.7x 10.5x 9.8x
Career Education Corp. CECO Buy $21.01 $1,719 -9.9% 12.4x 6.5x 5.4x 22.4x 7.1x 6.0x 0.7x 0.4x 0.3x 4.5x 2.9x 2.4x
Corinthian Colleges, Inc. COCO Buy $7.17 $632 -47.9% 5.2x 3.8x 3.2x 5.7x 4.8x 6.1x 0.3x 0.2x 0.2x 2.7x 2.2x 2.0x
DeVry, Inc. DV Buy $49.75 $3,534 -12.3% 16.4x 11.9x 9.7x 15.9x 11.8x 10.3x 1.0x 0.7x 0.6x 9.5x 6.5x NA
Education Management Corp. EDMC Buy $14.31 $2,044 -35.0% NA 8.4x 7.0x NA 8.7x 7.9x NA 0.5x 0.4x 6.9x 5.2x 4.4x
Grand Canyon Education, Inc. LOPE NR $22.10 $1,011 +16.3% 32.0x 17.7x 13.3x 32.0x 17.7x 13.3x 1.1x 0.6x 0.5x 16.1x 8.7x 6.6x
ITT Educational Services, Inc. ESI Buy $68.52 $2,302 -28.6% 8.6x 6.1x 5.4x 8.7x 6.1x 5.5x 0.5x 0.3x 0.3x 4.2x 3.4x 3.1x
Lincoln Educational Services Corp. LINC Buy $14.08 $367 -35.0% 7.7x 5.6x 6.0x 7.7x 5.7x 5.5x 0.4x 0.3x 0.3x 3.3x 2.6x 2.8x
National American University NAUH Buy $7.65 $202 +2.0% 15.9x 16.8x 11.9x NA 15.9x 12.3x 0.6x 0.7x 0.5x 10.7x 6.8x 5.7x
Strayer Education, Inc. STRA Buy $170.50 $2,368 -19.8% 22.4x 17.2x 14.0x 22.4x 17.2x 14.1x 0.9x 0.7x 0.6x 12.8x 9.9x 8.1x
Universal Technical Institute, Inc. UTI Buy $19.15 $462 -5.2% 24.7x 12.9x 10.2x 28.2x 14.2x 11.6x 1.4x 0.7x 0.6x 8.7x 5.4x 4.8x

Mean 17.4x 12.0x 9.7x 18.7x 12.1x 10.2x 0.7x 0.5x 0.4x 8.2x 5.8x 4.9x
Blackboard, Inc. BBBB Hold $36.34 $1,241 -19.9% 25.0x 19.7x 16.7x 25.6x 23.0x 17.9x 1.2x 1.0x 0.8x 16.9x 11.5x 8.8x

 Corporate Training

Healthstream, Inc. HSTM NR $6.55 $143 +65.8% 28.5x 38.5x 29.8x 28.5x 38.5x 29.8x 1.6x 2.1x 1.7x 12.0x 10.3x 8.7x
Learning Tree International, Inc. LTRE NR $10.00 $138 -16.2% 31.7x 25.2x NA 31.7x 25.2x NA 1.8x 1.4x NA 7.2x 5.9x NA
Saba Software, Inc. SABA NR $5.65 $159 +36.5% 21.2x 18.8x 15.5x 21.2x 18.8x 15.5x 1.2x 1.0x 0.9x 11.6x 10.6x 8.8x

Mean 27.1x 27.5x 22.6x 27.1x 27.5x 22.6x 1.5x 1.5x 1.3x 10.3x 8.9x 8.7x

 International
Ambow Education AMBO NR $10.41 $742 +4.1% NA 23.6x 16.5x NA NA NA NA 0.8x 0.6x NM 13.0x 9.8x
ATA Inc. ATAI Buy $3.01 $67 -32.7% NM NM 39.2x NM NM 301.0x NM NM 2.0x NM NM 11.9x
China Distance Education Holdings DL Hold $4.96 $172 -22.4% 512.0x 89.8x 37.7x 116.7x 50.9x 25.4x 25.6x 4.5x 1.9x 85.0x 49.7x 20.6x
Chinacast Education CAST Buy $7.55 $348 -0.1% 17.1x 14.3x 12.2x 18.0x 18.4x 15.1x 0.6x 0.5x 0.4x 11.6x 7.8x 6.5x
ChinaEdu CEDU Hold $6.98 $112 -5.0% 24.0x 18.8x 16.5x 24.1x 18.9x 17.5x 1.7x 1.3x 1.1x 6.2x 5.2x 4.5x
New Oriental Education & Technology EDU Hold $92.86 $3,533 +22.8% 49.5x 36.8x 28.4x 50.6x 40.3x 30.8x 2.0x 1.5x 1.1x 41.3x 30.3x 23.7x
Noah Education Holdings NED NR $2.04 $82 -58.3% 10.0x NM NA 10.0x NM NA 2.0x NM NA NA NA NA
China Education Alliance CEU NR $4.42 $140 -27.8% 7.0x 7.1x 5.5x 7.5x 7.1x 5.5x 0.2x 0.2x 0.2x NA NA 2.4x
Anhanguera (Brazil)# AEDU11-BR NR $18.26 $2,241 -26.6% 11.3x NA NA NA NA NA 0.1x NA NA NA NA NA
Raffles (Singapore) B1G2XT NR $0.22 $575 -45.4% NM NA NA NM NA NA 0.0x 0.0x 0.0x 15.3x NA NA

Mean 90.1x 31.7x 22.3x 37.8x 27.1x 65.9x 4.0x 1.3x 0.9x 31.9x 21.2x 11.4x
  S&P500 SPX 1160.75 2.1% 19.1x 14.5x 12.6x

* Outlier not included in mean, # denominated in Brazilian Real 
Sources: SEC documents, FirstCall, FactSet, Signal Hill estimates.

EV/EBITDAP / E (SH) P / E (FirstCall) P/E-to-GrowthCompany Ticker Market 
Cap.

Rating 
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Education Universe – Comparable Company Analysis
Revenue & Earnings Data
$ millions, except per share amounts

Cash Debt
CY:09A CY:10E CY:11E CY:09A CY:10E CY:11E CY:09A CY:10E CY:11E  

 K-12 Education

Archipelago Learning, Inc. ARCL 24% 43            58            73            0.33          0.29          0.46          0.33        0.29          0.46          58           62           330             
K12, Inc. LRN 28% 350          438          540          0.57          0.78          0.98          0.57        0.78          0.98          85           21           821             
Leapfrog Enterprises, Inc. LF 15% 380          451          507          (0.04)        0.26          0.47          (0.04)       0.26          0.47          62           -              307             
Nobel Learning Communities NLCI 20% 223          237          257          0.35          0.23          0.49          NA NA NA 1             30           98                
Princeton Review, Inc. REVU 13% 144          233          248          0.12          (1.02)        (0.29)        0.12        (1.02)        (0.29)        11           142         230             
Renaissance Learning, Inc. RLRN 23% 122          133          142          0.68          0.72          0.80          0.68        0.72          0.80          39           -              254             
Scholastic Corp. SCHL 10% 1,886       1,933       1,974       2.02          2.36          2.45          2.02        2.36          2.45          244         309         968             
School Specialty, Inc. SCHS 16% 976          748          779          1.97          0.15          1.68          1.55        0.64          0.59          9             335         577             
Scientific Learning, Inc. SCIL 15% 55            61            57            0.26          0.31          NA 0.26        0.27          0.26          16           -              67                

Mean  
 Post-secondary Education

Apollo Group, Inc. APOL 18% 4,330       5,103       5,520       4.79          5.50          5.75          4.57        5.37          5.76          912         167         6,704          
American Public Education, Inc. APEI 40% 149          192          220          1.27          1.50          1.85          1.27        1.50          1.84          86           -              521             
Bridgepoint Education, Inc. BPI 40% 454          703          948          1.26          2.00          2.62          1.26        1.98          2.48          186         -              644             
Capella Education, Inc. CPLA 30% 335          430          511          2.51          3.56          4.64          2.51        3.71          4.65          192         -              1,155          
Career Education Corp. CECO 18% 1,837       2,274       2,649       1.69          3.25          3.90          0.94        2.98          3.48          422         2             1,299          
Corinthian Colleges, Inc. COCO 18% 1,503       1,988       2,213       1.39          1.88          2.26          1.25        1.50          1.19          78           136         689             
DeVry, Inc. DV 17% 1,692       2,097       2,499       3.04          4.19          5.14          3.12        4.23          4.84          308         -              3,226          
Education Management Corp. EDMC 17% 2,245       2,825       3,333       NA 1.70          2.05          NA 1.64          1.81          374         1,551      3,222          
Grand Canyon Education, Inc. LOPE 28% 262          406          530          0.69          1.25          1.66          0.69        1.25          1.66          66           29           974             
ITT Educational Services, Inc. ESI 18% 1,319       1,631       1,821       7.95          11.15       12.73       7.91        11.21       12.35       280         150         2,172          
Lincoln Educational Services Corp. LINC 18% 553          646          612          1.82          2.50          2.35          1.82        2.47          2.58          28           37           375             
National American University NAUH 25% 78            103          124          0.48          0.46          0.65          NA 0.48          0.62          20           -              182             
Strayer Education, Inc. STRA 25% 512          653          801          7.60          9.94          12.20       7.60        9.93          12.07       144         -              2,224          
Universal Technical Institute, Inc. UTI 18% 380          449          497          0.78          1.49          1.88          0.68        1.35          1.65          49           -              412             

Mean
Blackboard, Inc. BBBB 20% 377          439          492          1.45          1.84          2.17          1.42        1.58          2.03          167         156         1,229          

 Corporate Training

Healthstream, Inc. HSTM 18% 57            64            72            0.23          0.17          0.22          0.23        0.17          0.22          12           0             131             
Learning Tree International, Inc. LTRE 18% 131          129          NA 0.32          0.40          NA 0.32        0.40          NA 61           -              77                
Saba Software, Inc. SABA 18% 107          115          125          0.27          0.30          0.36          0.27        0.30          0.36          32           0             128             

Mean
 International
Ambow Education AMBO 30% 152          209          288          NA 0.44          0.63          NA NA NA 14           40           768             
ATA Inc. ATAI 20% 33            39            44            (0.06)        (0.03)        0.08          (0.13)       (0.07)        0.01          37           -              30                
China Distance Education Holdings DL 20% 31            35            43            0.01          0.06          0.13          0.04        0.10          0.20          46           -              126             
Chinacast Education CAST 30% 51            78            96            0.44          0.53          0.62          0.42        0.41          0.50          47           0             300             
ChinaEdu CEDU 15% 52            58            63            0.29          0.37          0.42          0.29        0.37          0.40          49           -              64                
New Oriental Education & Technology EDU 25% 343          460          579          1.88          2.52          3.27          1.84        2.30          3.02          352         -              3,181          
Noah Education Holdings NED 5% 99            74            NA 0.21          (0.17)        NA 0.21        (0.17)        NA 114         -              (31)              
China Education Alliance CEU 30% 37            49            63            0.63          0.62          0.80          0.59        0.62          0.80          69           -              71                
Anhanguera (Brazil)# AEDU11-BR 89% 527          NA NA 1.61          NA NA NA NA NA 271         -              1,970          
Raffles (Singapore) B1G2XT 3% 133.9       NA NA 0.00          NA NA 0.00        NA NA 74           126         627             

Sources: SEC documents, FirstCall, FactSet, Signal Hill estimates.

Enterprise 
Value

FC EPSRevenue EPSCompany Ticker Growth



China Education Universe – Comparable Company Analysis
$ millions, except per share amounts

Market Net Cash
Ticker Rating Price Cap Per Share 2009E 2010E 2011E 2009E 2010E 2011E 2009E 2010E 2011E

Chinese Education
Ambow Education AMBO Buy $10.41 $742 $1.95 NA 23.6x 16.5x NA 19.1x 13.4x NA 13.0x 9.8x
ATA ATAI Buy $3.01 $67 $1.95 NA NA 39.2x NA NA 13.8x NA NA 11.9x
China Distance Education DL Hold $4.96 $172 $1.32 512.0x 89.8x 37.7x 375.5x 65.9x 27.6x 85.0x 49.7x 20.6x
China Education Alliance CEU NR $4.42 $140 $2.17 7.5x 7.1x 5.5x 3.8x 3.6x 2.8x NA NA 2.4x
Chinacast Education CAST Buy $7.55 $348 $1.15 17.1x 14.3x 12.2x 14.5x 12.1x 10.3x 11.6x 7.8x 6.5x
ChinaEdu CEDU Hold $6.98 $112 $3.04 24.0x 18.8x 16.5x 13.6x 10.6x 9.3x 6.2x 5.2x 4.5x
New Oriental EDU Hold $92.86 $3,533 $9.26 49.5x 36.8x 28.4x 44.6x 33.1x 25.6x 41.3x 30.3x 23.7x
Noah Education NED NR $2.04 $82 $2.82 10.0x NA NA -3.8x NA NA NA NA NA
Mean 103.3x 31.7x 22.3x 74.7x 24.1x 14.7x 36.0x 21.2x 11.4x

U.S. Education
American Public Education APEI Buy $32.86 $607 $4.63 26.0x 22.0x 17.7x 22.3x 18.9x 15.2x 11.6x 9.6x 7.8x
Apollo Group APOL Buy $50.49 $7,449 $5.05 10.5x 9.2x 8.8x 9.5x 8.3x 7.9x 5.0x 4.3x 4.0x
Bridgepoint Education BPI Buy $15.20 $830 $3.40 12.1x 7.6x 5.8x 9.4x 5.9x 4.5x 5.0x 3.0x 2.2x
Career Education CECO Buy $21.01 $1,719 $5.13 12.4x 6.5x 5.4x 9.4x 4.9x 4.1x 4.5x 2.9x 2.4x
Corinthian Colleges COCO Buy $7.17 $632 ($0.65) 5.2x 3.8x NA 5.6x 4.2x NA 2.7x 2.2x 2.0x
Capella Education CPLA Buy $80.42 $1,347 $11.48 32.1x 21.9x 17.3x 27.5x 18.8x 14.9x 14.7x 10.5x 9.8x
DeVry DV Buy $49.75 $3,534 $4.33 16.4x 11.9x 9.7x 14.9x 10.8x 8.8x 9.5x 6.5x NA
Education Management Corp. EDMC Buy $14.31 $2,044 ($8.24) NA 8.4x 7.0x NA 13.2x 11.0x 6.9x 5.2x 4.4x
Grand Canyon Education LOPE NR $22.10 $1,011 $0.80 32.0x 17.7x 13.3x 30.9x 17.0x 12.8x 16.1x 8.7x 6.6x
ITT Educational Services ESI Buy $68.52 $2,302 $3.87 8.6x 6.1x 5.4x 8.1x 5.8x 5.1x 4.2x 3.4x 3.1x
Lincoln Educational Services LINC Buy $14.08 $367 ($0.33) 7.7x 5.6x 6.0x 7.9x 5.8x 6.1x 3.3x 2.6x 2.8x
National American University NAUH Buy $7.65 $202 $0.75 15.9x 16.8x 11.9x 14.4x 15.1x 10.7x 10.7x 6.8x 5.7x
Strayer Education STRA Buy $170.50 $2,368 $10.37 22.4x 17.2x 14.0x 21.1x 16.1x 13.1x 12.8x 9.9x 8.1x
Universal Technical Institute UTI Buy $19.15 $462 $2.05 24.7x 12.9x 10.2x 22.0x 11.5x 9.1x 8.7x 5.4x 4.8x
Mean 17.4x 12.0x 10.2x 15.6x 11.2x 9.5x 8.2x 5.8x 4.9x

Chinese Consumer
Baidu.com BIDU NR $102.70 $27,042 $2.55 163.0x 73.4x 47.3x 159.0x 71.5x 46.2x 90.5x 41.7x 26.6x
Ctrip.com CTRP NR $47.55 $6,752 $1.78 69.9x 50.6x 38.3x 67.3x 48.7x 36.9x 56.4x 37.8x 28.0x
SINA SINA NR $51.02 $3,109 $5.46 43.2x 31.1x 25.5x 38.6x 27.8x 22.8x 40.2x 24.7x 20.1x
Sohu.com SOHU NR $60.12 $2,274 $14.46 16.8x 17.6x 14.3x 12.8x 13.4x 10.9x 7.5x 7.1x 5.8x
51job, Inc. JOBS NR $39.35 $1,082 $6.47 66.7x 34.5x 27.9x 55.7x 28.8x 23.3x 40.8x 22.7x 17.1x
Mean 71.9x 41.4x 30.7x 66.7x 38.0x 28.0x 47.1x 26.8x 19.5x

Jeff S. Lee, 415-364-0366, jlee@signalhill.com
Trace A. Urdan, 415-364-0365, turdan@signalhill.com

P/E P/E (ex net cash) EV/EBITDA







IN THE CIRCUIT COURT  
OF THE 17th JUDICIAL CIRCUIT 

IN AND FOR BROWARD COUNTY, FLORIDA 
 
The Keiser School, Inc., d/b/a Keiser 
University, 
 
Plaintiff, 
 
v. 
 
Florida State College at Jacksonville, Steven 
Wallace, and Susan Lehr, 
 
Defendants. 
_____________________________________ 

) 
) 
) 
)   CASE NO. 
) 
) 
)   JURY TRIAL DEMANDED 
) 
) 
) 
) 
 
 

COMPLAINT 
 

Plaintiff Keiser University, by and through its attorneys, for its Complaint against 

Defendants Florida State College at Jacksonville, Steven Wallace, and Susan Lehr, alleges as 

follows: 

NATURE OF THE ACTION 
 

1. This case is about Defendants’ concerted publicity campaign to derail the sector 

of the education industry occupied by for-profit, proprietary schools and colleges, including and 

specifically Keiser University. 

2. Keiser University offers a high quality education to students from diverse 

backgrounds, whose needs often have not adequately been served by traditional state-funded 

universities and not-for-profit community colleges like Defendant Florida State College at 

Jacksonville (FSCJ).  Like many other proprietary schools, Keiser is accredited and offers 

degrees in a wide variety of disciplines ranging from health care to business, legal studies, and 

computers and technology.  Students enrolling at Keiser can advance toward their degree by 
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taking their classes one at a time on a flexible schedule.  These attributes, with others, have made 

Keiser an appealing choice for students seeking to obtain a career-oriented education. 

3. FSCJ is a state-funded direct competitor of Keiser University. 

4. FSCJ has not been able to match Keiser’s educational offerings and programs or 

to compete with Keiser for students on a level playing field.  Defendants and others acting in 

concert with them have engaged in a destructive media campaign designed to disparage the 

educational opportunities provided by proprietary schools, including Keiser University, and to 

drive those schools out of business. 

5. In pursuing this campaign, Defendants disseminated false information about 

proprietary schools, including Keiser, by working through advocacy groups and “short sellers” 

who profit when the price of a publicly traded stock declines in value.  This unlikely alliance 

(“the conspiracy”) worked together to sully Keiser’s image. 

6. Throughout 2010, the conspirators have successfully placed misleading “talking 

points” in the national and local media, stating that proprietary schools like Keiser “rip off” their 

students by providing “worthless degrees” at high prices, and that such schools are “subpriming 

students.”  These statements are false.   

7. The negative media campaign has substantially interfered with and impaired 

Keiser’s business.   

THE PARTIES AND RELEVANT NON-PARTIES 
 
I. The Plaintiff 
         

8. Plaintiff Keiser University is a private Florida corporation with its principal place 

of business in Fort Lauderdale, Florida.  Arthur Keiser and his mother, Evelyn, founded the 

school as a small technology and health care-oriented college in 1977.  Today, Keiser has 
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fourteen campuses throughout the state of Florida.  Keiser offers doctoral degrees; masters 

degrees; bachelor degrees; associate degrees; and certificate programs.  Keiser educates 

approximately 21,000 students every year.  Its programs focus on hands-on learning, small 

classes and career development.  

9. Arthur Keiser, Ph.D., is the chancellor, CEO, and co-founder of Keiser 

University.  Dr. Keiser serves as chair of the board of directors of the Association of Private 

Sector Colleges and Universities.  Dr. Keiser resides in Broward County. 

10. Belinda Keiser is the vice chancellor of community relations and student 

advancement for Keiser University.  In that capacity, Mrs. Keiser works with students to find 

jobs in their field of study and serves as a resource to employers seeking qualified graduates to 

fulfill their hiring needs.  Mrs. Keiser also is responsible for media and public relations, 

government affairs and charitable giving for Keiser University and its affiliated schools.  Mrs. 

Keiser resides in Broward County. 

II. The Defendants 
 
11. Defendant Florida State College at Jacksonville (FSCJ) is one of 28 community 

colleges in Florida, with its principal place of business in Jacksonville, Florida.  

12. Defendant Steven R. Wallace is a resident of Jacksonville, Florida, and is the 

CEO and college president of Florida State College at Jacksonville. 

13. Defendant Susan M. Lehr is a resident of Jacksonville, Florida, and is the vice 

president of government relations at Florida State College at Jacksonville.  

III. Defendants’ Co-Conspirators 
 

14. Steven Eisman is a portfolio manager at Frontpoint Financial Services Fund, LP, a 

private investment firm based in Greenwich, Connecticut. 
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15. Gilchrist Berg is the founder of Water Street Capital, Inc., a hedge-fund based in 

Jacksonville, Florida.  

16. Antal Desai is an analyst at CPMG, Inc., a Dallas-based investment management 

firm. 

17. Pauline Abernathy is vice president of The Institute for College Access and 

Success (TICAS), an advocacy group based in Oakland, California. 

18. Deanne Loonin is an attorney at the National Consumer Law Center (NCLC), an 

advocacy group based in Boston, Massachusetts.  Loonin is also the director of NCLC’s Student 

Loan Borrower Assistance Project. 

19. Barmak Nassirian is the associate executive director of the American Association 

of Collegiate Registrars & Admissions Officers (AACRAO), a professional association of higher 

education admissions and registration professionals, based in Washington, D.C. 

20. Rich Williams is a higher education associate at U.S. PIRG, an advocacy and 

research organization based in Washington, D.C. 

JURISDICTION AND VENUE 

21. At all relevant times, Defendants and their co-conspirators (collectively “the 

conspirators”) were engaged in a false and misleading campaign in the Florida press and the 

national media designed to disparage Keiser University and to drive Keiser and other proprietary 

schools out of business.  The media campaign targeted Keiser’s applicants, prospective students, 

and existing students—many of whom are working adults, low-income minorities and women, 

and without a higher education—and thereby tortiously interfered with Keiser’s existing and 

prospective business relationships.  Defendants intended to harm Plaintiffs’ existing and 

prospective business interests in Broward County. 
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22. This Court has personal jurisdiction over Defendants pursuant to Fla. Stat. 

§ 48.193(1)(a) and § 48.193(1)(b). 

23. This is an action for injunctive relief and damages exceeding $15,000, exclusive 

of interest, costs, and attorneys’ fees.   

24. Venue is proper in this Court pursuant to Fla. Stat. § 47.011 because Plaintiffs 

suffered damage in Broward County and therefore the cause of action accrued here.   

FACTUAL BACKGROUND 
 

I. The Proprietary Education Sector 

25. For years, proprietary schools such as Keiser have served an unmet need in the 

education sector.  They focus on career development and offer programs in growth industries in 

need of employees, like health care and information technology.  Proprietary schools can educate 

more students and offer more flexible program schedules than can budget-strapped community 

colleges.  In many cases, proprietary schools offer programs not available elsewhere in the 

region.   

26. Proprietary schools experienced rapid growth in the past several years.  Keiser, in 

particular, saw a steady increase in enrollment.  Students were drawn to the school’s flexible 

schedules, small classes, and targeted programs.  As a result, Keiser expanded, adding campuses 

to meet the growing needs of its students.   

27. The majority of students who attend proprietary schools like Keiser are low-

income adults with jobs and families.  About half of Keiser’s students are the first in their 

families to go to college.  Approximately seventy percent are women.     

28. Proprietary schools like Keiser provide quality education with a career focus.  

Most graduates obtain degrees and jobs in their field of study.  A 2010 report by the Florida 
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Office of Program Policy Analysis and Government Accountability (OPPAGA) found that 

proprietary schools are more effective at producing program graduates than comparable 

programs at public schools.    

29. Keiser offers regionally accredited programs, as do many other proprietary 

schools.   

30. The OPPAGA report found that students from for-profit and public programs 

earned comparable wages upon entering the work force.   

31. Although proprietary schools’ programs tend to be more expensive than 

community colleges, the OPPAGA report found that some public programs are more expensive 

when considering the state’s contribution. 

II. Community Colleges 
 
32. Community colleges rely on state and local appropriations for about 60 percent of 

their funding.  In the wake of severe budget cuts during the recession, community colleges have 

trimmed programs and cut staff. 

33. Community colleges do not offer the same mix of flexible class schedules in 

career-oriented programs that draw working adults to Keiser and other proprietary schools. 

34. Community college funding is often based on enrollment, rather than completion 

of a program.  Community colleges are therefore less focused on graduating their students and 

placing them in the workforce than they are in keeping enrollment up.  Florida community 

colleges have lower graduation rates than proprietary schools, according to the OPPAGA report.  

Community colleges also do not offer higher wages or better access to jobs for those students 

who do graduate. 
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III. Competition Between Proprietary and Community Colleges 
 

35. Non-profit community colleges compete directly with proprietary schools for 

students.  They often operate in the same locations.  Keiser has a campus in Jacksonville, 

Florida, where Defendant FSCJ has its principal place of business. 

36. Although public and proprietary institutions generally do not offer the same 

career education programs, the two sectors offer many programs that train for the same 

occupations. 

37. The rise of the proprietary sector has eroded the community colleges’ customer 

base and provided strong competition for qualified students. 

38. Community colleges nationally, and FSCJ in particular, have failed to compete 

fairly with proprietary schools by improving the services they offer students.  Instead, FSCJ 

engaged in a targeted and improper media campaign to destroy public confidence in proprietary 

education.  

39. In April 2009, Defendant and FSCJ President Wallace emailed a prominent 

Jacksonville short seller with information to use against the proprietary schools.  In his email, 

Wallace said, “Here is a bunch of good stuff to get you started in your exploration of greed, 

corruption and predatory schemes among Florida’s proprietary and for-profit career ‘colleges.’”  

Ex. 1 (4/24/09 S. Wallace email to G. Berg).  Wallace added, “The new technical college we will 

launch on 8/1/09 is designed, in part, to drive the sleazebags out of our region.”  Id. (emphasis 

added). 

40. FSCJ and its co-conspirators also fed false stories to the media about how 

proprietary schools “ripped off” their students and provided “worthless degrees.”  They accused 

proprietary schools of “subpriming students.”  They recruited “poster children” who had 
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attended for-profit schools but had failed to find the jobs they wanted, and fed their stories to the 

press as well.   

41. As described in detail below, this campaign was remarkably successful.  News 

outlets throughout Florida and nationwide picked up the stories and repeated the conspirators’ 

talking points.  According to the conspirators’ campaign, proprietary schools were “predatory” 

forces that went after the most vulnerable students—low-income women and minorities—and 

recruited them to take out federally guaranteed loans to finance educations they could not afford.  

The schools profited, but the students graduated with “worthless” degrees and no ability to repay 

their debt. 

42. These claims are false.  Keiser is regionally accredited by the Commission on 

Colleges of the Southern Association of Colleges and Schools to award certificates and degrees 

at the associate, baccalaureate, masters, and doctoral levels.   

43. In Florida, proprietary schools graduate more students than do community 

colleges.  Proprietary schools, and Keiser in particular, prepare their students for the workforce.  

Far from being “worthless,” degrees from Keiser allow graduates to obtain employment in a 

wide range of fields to which they otherwise would not have access.       

44. The conspirators’ orchestrated negative publicity directly harmed Keiser, which 

the conspirators identified by name as a target of their activities.  As a result, Keiser has suffered 

a substantially decreased business valuation.  Significantly fewer students have enrolled at 

Keiser than expected.  On information and belief, the negative publicity has also hindered 

Keiser’s ability to partner with clinical sites needed for its healthcare programs, and its ability to 

engage in outreach programs at Florida high schools. 
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IV. Defendants’ Personal Animus Toward Keiser University and Art and Belinda 
Keiser 
 
45. Defendants have particularly focused their negative media campaign on Keiser 

University and Art and Belinda Keiser.  They sought to disparage Keiser University and to cause 

financial harm based, at least in part, on their personal animus towards the Keisers and their 

school.   

46. Through her use of hundreds of emails and other communications with co-

conspirators, Defendant Susan Lehr, in particular, has used her tax-funded position as FSCJ’s 

chief lobbyist to launch a personal and disparaging attack on Keiser University and the Keisers.  

In fact, Defendant Lehr’s boss, Defendant Wallace, described Lehr in an email to short seller 

Gilchrist Berg as “the designated antagonizer of the privates.”  Ex. 1 (4/24/09 S. Wallace email 

to G. Berg). 

47. Lehr described herself as “the lady from FL that is always lobbying against the 

for-profits.”  Ex. 2 (7/28/09 S. Lehr email to B. Nassirian). 

48. Lehr described Dr. Keiser in an email to conspirators as “the guy I can’t stand!  

We did good if he whines.”  Ex. 3 (2/5/10 S. Lehr email to R. Williams, M. Reiter, and D. 

Loonin).   

49. In another email, Defendant Lehr exhorted unidentified co-conspirators to “see if 

there is anything you can do, please to counteract Keiser’s money.” 

50. In another, Defendant Lehr personally insulted Dr. and Mrs. Keiser.  She wrote:  

“And Belinda Keiser does not look like she goes with him tho married a long time.  She is petite, 

cute, articulate, hard working but very arrogant like him.  I guess that is what happens to you 

when you ‘earn’ $20 million a year and own 5 jets.”  
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V. The Short Sellers 
 

51. Short selling is the practice of selling securities that have been borrowed from a 

third party (usually a broker) with the intention of buying identical assets back at a later date to 

return to the lender.  Short sellers profit when the price of a stock declines. 

52. Defendants FSCJ and its lobbyist and president, Lehr and Wallace, actively 

coordinated their negative media campaign with various short sellers.  One of those individuals 

is Steven Eisman, who made a fortune betting against the subprime mortgage market.  Eisman 

has acknowledged holding substantial short positions on publicly traded proprietary universities.   

53. In May 2010, Eisman gave a speech regarding his views on proprietary 

universities.  Defendant Lehr promoted Eisman’s speech in advance and tailored a Florida State 

College press release to Eisman’s message that proprietary schools are guilty of “subpriming 

students.”  Eisman himself forwarded a copy of his speech to undisclosed recipients including 

co-conspirators.  Helped by the coordinated efforts of the community colleges and various 

advocacy groups, including Defendants, Eisman’s speech was widely reported.  As described in 

more detail below, various news outlets picked up on and further disseminated the coordinated 

message about for-profits “subpriming students.”  Following Eisman’s speech, Defendant Lehr 

wrote Eisman to thank him for making it, and he responded that she should stay in touch.  

54. Emails between Defendant Lehr and co-conspirator Pauline Abernathy of TICAS 

also confirm that Lehr and Abernathy, among others at both Florida State College at Jacksonville 

and TICAS, were trading information with Eisman, whom they knew stood to profit if the value 

of proprietary schools declined.  

55. In addition to Eisman, Defendant Lehr traded information with Dallas-based 

CPMG Inc., another investment firm that had an apparent interest in seeing the value of 
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proprietary schools decline.  CPMG’s Antal Desai contacted Lehr looking for student stories to 

use against proprietary schools.  After confirming with Nassirian that Desai was on the same 

team, Lehr began trading information with him to hurt proprietary schools.   

56. Defendants Lehr and Wallace also conspired with Gilchrist Berg, a Jacksonville-

based short seller and founder of Water Street Capital, Inc.  In April 2009, Defendant Wallace 

emailed Berg with information that Lehr had prepared to harm proprietary schools.  In his email, 

Wallace addressed Berg affectionately as “my friend,” and described the documents prepared by 

Lehr as “a bunch of good stuff to get you started in your exploration of greed, corruption, and 

predatory schemes among Florida’s proprietary and for-profit career ‘colleges.’”  Ex. 1 (4/24/09 

S. Wallace email to G. Berg).  In a passage that reveals the motivations behind Defendants’ 

efforts, Wallace added, “The new technical college we will launch on 8/1/09 is designed, in part, 

to drive the sleazebags out of our region.”  Id. 

57. A year later, Wallace and Berg were still conspiring to harm proprietary schools.   

VI. The Advocacy Groups 
 

58. The message spread by the community colleges and the short sellers was in 

concert and consistent with the message being spread by certain advocacy groups such as The 

Institute for College Access and Success (TICAS), the National Consumer Law Center (NCLC), 

U.S. Public Interest Research Group (PIRG), and the New America Foundation.   

59. These groups are closely aligned and fund each other’s activities.  For example, 

TICAS has provided large grants to NCLC ($61,000), New America Foundation ($180,000), and 

Fund for Public Interest Research (now known as Fund for the Public Interest), the fundraising 

arm of U.S. PIRG ($625,000).   

60. On information and belief, these groups coordinated in advance with their co-
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conspirators to spread negative press about proprietary schools.  The advocacy groups regularly 

talked to the press and provided quotes that were consistent with the message Defendants 

intended to disseminate.  

61. For example, they regularly commented in news outlets that for-profits “rip off” 

their students and provide “worthless degrees,” remarks that echo the talking points advanced by 

Defendants. 

VII. The Defendants’ Attempts to Disparage and Harm Keiser University  
 

A. Exaggerating the Impact of Potential Regulations 
 

62. During the relevant timeframe, Defendant Lehr was communicating with the 

Department of Education concerning proposed regulations that would restrict access to student 

aid for students attending proprietary schools.  These proposed regulations are known as the 

“gainful employment” rules because they would define the term “gainful employment” in the 

provision of the Higher Education Act that lays out requirements for for-profit schools to become 

eligible for federal student aid, see 20 U.S.C. § 1002(b)(1).  Lehr and her co-conspirators 

exaggerated the regulations’ potential negative impact on proprietary schools, watched to see if 

stock prices fell, and cheered when they did. 

63. For example, one of Lehr’s co-workers and co-conspirators, Jim Simpson, 

obtained a Credit Suisse analysis of the potential effect of the gainful employment rules on 12 

publicly traded for-profit schools.  Simpson shared the Credit Suisse report with Lehr and with 

an analyst at WS Capital Partners.  In response, Lehr said, “Oh MY!  OH MY, I knew we did 

good but this is too good, do you think it will stick?  Will the big boys start divesting before the 

axe falls?  Are we allowed to share if we redact their name on the documents?” 

64. At the same time, Arthur Keiser was attempting to articulate an opposing view 
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regarding the gainful employment regulations and to stanch the flow of negative press against 

proprietary schools.  Dr. Keiser wrote an opinion piece opposing the proposed rules.  In an email 

forwarding Dr. Keiser’s piece to Susan Lehr, community college lobbyist Donald Payton said, 

“Squeals like a stuck pig, doesn’t he?  You guys have obviously done good work!”  In response, 

Lehr revealed her true motivation and attitude toward proprietary universities, writing: “Mrkts 

fell 1.5 b last week!” 

65. The conspirators later learned that the Credit Suisse report’s description of the 

impact of the gainful employment regulations was incorrect.  Contrary to the Credit Suisse 

report’s prediction, a new draft of the regulations released April 13 contained increased 

exemptions for proprietary schools.  That meant that the report’s projected negative impact on 

proprietary stocks was wrong.   

66. Notwithstanding their knowledge of its inaccuracy, the conspirators never 

corrected the misimpressions left by the report.  Ex. 4 (4/14/10 D. Loonin and P. Abernathy 

emails re: Credit Suisse Report).  In fact, one of the conspirators said that it was not in their 

interest to reveal that the report was inaccurate.   

B. False Assertions About “Subpriming Students” 
 

67. In February 2010, defendant Susan Lehr was “struggling with the best way to 

proceed” in crafting a message that was detrimental to proprietary schools generally and against 

Plaintiff Keiser in particular.  “I can go either way,” she wrote to certain co-conspirators.  

“[S]ub-priming students or consumer fraud both are good arguments.”   

68. Lehr also drafted an op-ed piece about proprietary schools and sought feedback 

from her co-conspirators.  “I want to nail the FPs [For-Profits],” she said.  In her draft op-ed 

piece, Lehr called proprietary schools a “scam . . . known as the ‘sub-priming of students.’” 
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69. Consistent with Lehr’s February op-ed piece about “subpriming students,” in May 

2010, short seller Steve Eisman gave a speech called “Subprime Goes to College” that predicted 

for-profit stocks would continue to fall.  The speech also helped ensure that they would.  In his 

speech, Eisman said, “[T]he government, the students and the taxpayer bear all the risk and the 

for-profit industry reaps all the rewards.  This is similar to the subprime mortgage sector in that 

the subprime originators bore far less risk than the investors in their mortgage paper. . . . With 

billboards lining the poorest neighborhoods in America and recruiters trolling casinos and 

homeless shelters (and I mean that literally), the for-profits have become increasingly adept at 

pitching the dream of a better life and higher earnings to the most vulnerable of society.”  

70. Defendant Lehr promoted Eisman’s speech in advance and tailored a Florida State 

College press release to the message of “subpriming students.”   

71. Numerous news outlets picked up on the conspiracy’s theme of the “subpriming 

of students.”  

72. Defendant Lehr and other conspirators kept in touch with Eisman and other 

investment firms that held positions in proprietary schools.  

C. False Assertions that For-Profits “Rip Off” Students and Provide “Worthless 
Credentials” 
 

73. Defendants pursued a campaign to characterize proprietary schools as institutions 

that “rip off” students and issue “worthless degrees.”  Specifically, Lehr sought out and provided 

information to reporters who could be trusted to disseminate this damaging story.   

74. Lehr focused on Kris Hundley, a reporter at the St. Petersburg Times who Lehr 

referred to as “a gold mine  . . .  [S]he is on Keiser . . . got his number big time.”   

75. In an email to other members of the conspiracy, Lehr highlighted her success in 

placing one of the conspirators’ talking points—that for-profit schools “rip off” their students—
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with this reporter.  This same reporter also published an article specifically focusing on Art 

Keiser and Keiser University that questioned the “value of his degrees.”  

76. Recognizing the limitations of her publicly funded position, Lehr enlisted others 

to serve as proxies in disseminating the story about proprietary schools and her “nemesis” Keiser 

University.  

77. Ms. Hundley’s article quoted Barmak Nassirian, a lobbyist with the American 

Association of Collegiate Registrars and Admissions Officers (AACRAO).   

78. Nassirian repeated the conspirators’ talking points in the Hundley article:  

“‘Reeling students in and leaving them saddled with debt and worthless credentials is not 

positive intervention,’ he said.  ‘Too many for-profit schools are playing a game of three-card 

monte with public subsidies, and taxpayers and students are the losers.’”  

79. Nassirian also repeated the “worthless credentials” allegations three times in a 

March 2010 television interview.  He charged proprietary schools with “ripping off” students 

several months later:  “as long as people pay up, the government will not delve into whether they 

were ripped off or not.”   

80. Having planted its talking points with the media through intermediaries, FSCJ 

then exploited the message.  FSCJ issued a press release that attributed its own message to 

unnamed “critics.”  FSCJ wrote: “Unlike traditional colleges that raise money from wealthy 

alumni and other donors, many for-profit schools sell shares to investors on Wall Street.  But 

what are students getting out of the deal?  Critics say a worthless degree and a mountain of 

debt…” 

81. One day after issuing this press release, FSCJ’s press contact, Michael Corby, 

contacted a reporter at First Coast News in an attempt to further disseminate the false message 
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about “worthless degrees.”  He described his efforts as follows:  “I had left a VM for her and sent 

an email with all the quotes.  Is there a way that we can help direct her to the three mentioned as 

having the highest default rates if we’re prevented from mentioning them by name?”   

82. Lehr responded, “Michael is this someone you trust, where we could help her 

locate the materials without revealing that it came from us?”  As demonstrated by this exchange, 

Lehr and others at FSCJ consistently misused their positions to spread a message that disparaged 

proprietary schools, while trying to cover their tracks so the source of the disparagement – a 

competitor – would be concealed. 

83. The recipients of Defendant Lehr’s February 2010 strategy emails disseminated 

the misperception that proprietary schools issue worthless degrees.  On June 28, the Cincinnati 

Enquirer quoted co-conspirator Deanne Loonin of the NCLC.  Repeating the points made in 

Defendant Lehr’s February 8 email, Loonin said, “There are a lot of ways to deliver education, 

but don’t rip people off while you’re doing it.” 

84. Pauline Abernathy of TICAS was quoted in a USA Today article that suggested 

the Education Department was concerned that students were graduating from for-profit programs 

“with excessive debt and worthless degrees.”  Abernathy repeated the refrain, stating that the 

Department’s proposed regulation has “some teeth in it (but) it isn’t as strong as it should be to 

protect students and taxpayers from getting ripped off by career education.”  Abernathy was 

quoted in other publications repeating the same charge.   

85. She was also quoted as saying that proprietary schools have been “charging a lot 

of money for truly worthless degrees.’”  

86. In September 2010, the Miami Herald ran a story that had been orchestrated at 

least in part by Lehr and her co-conspirators. Lehr had been in contact with the Herald reporter, 
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Michael Vasquez, since at least June, and took steps to ensure that the reporter was “on the right 

track.”  

87. In the article, co-conspirator Rich Williams of U.S. PIRG is quoted as saying, 

“‘Some programs are just so toxic that students should not be allowed to enroll in them.’”  

D. Finding “Poster Children” to Reinforce the False Perception Defendants 
Were Trying to Create 

 
88. The conspirators worked hard to provide the media with information about 

“poster children” that reinforced the image the conspiracy was trying to create about proprietary 

schools.  Deanne Loonin wrote that the group was looking for a particular type of student 

borrower so that they could “‘feed’ borrowers to the hungry media.”  Loonin also wrote that she 

was aware that “TICAS is trying to put together a data base” of individuals that could be referred 

to the media.   

89. Lehr actively recruited the media to publish stories about the “poster children” 

they had identified.   

90. In March, Lehr emailed with a Bloomberg reporter about one such “poster child.” 

Lehr said: “I told her about you and she seemed willing but hesitant.  I didn’t want to pressure 

her, she is to call me back.  I have left word with her aunt to encourage her to talk to you.  I also 

suggested that the aunt help her get info from the school. . . . I will try to reach her and get back 

to you in a few days.  Also am looking for other students for you.”  

91. In July, St. Petersburg Times reporter Kris Hundley wrote another article about 

Keiser University.  This time, Hundley profiled students from Keiser and other proprietary 

schools who said they were burdened with debt and that their credits would not transfer to 

community colleges.   
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VIII. The Impact of Defendants’ Negative Media Campaign on Plaintiff Keiser University 
 

92. The conspiracy’s campaign to harm proprietary schools has had a direct negative 

impact on Keiser and caused Keiser to suffer special damages.   

93. As a direct and proximate cause of the conspiracy’s actions, Keiser has 

experienced a decline in expected enrollment.   

94. As a direct and proximate cause of the conspiracy’s actions, the value of Keiser 

has decreased substantially. 

95. On information and belief, various clinical sites needed for Keiser’s healthcare 

programs have been unwilling to contract with Keiser as a direct and proximate cause of the 

conspiracy’s actions.  

96. On information and belief, Florida high schools have limited Keiser’s access to 

their students for outreach programs as a direct and proximate cause of the conspiracy’s actions.  

COUNT I 
TORTIOUS INTERFERENCE WITH A BUSINESS RELATIONSHIP 

 
97. Plaintiffs reallege and incorporate herein the allegations contained in each of the 

foregoing paragraphs. 

98. There existed a valid business relationship or expectancy between Plaintiff Keiser 

and its applicants, prospective students, and existing students.  The students enrolled in classes 

and paid tuition to Keiser in exchange for educational instruction and, upon completion, a degree 

or certificate in their course of learning.   

99. Keiser’s applicants, prospective students, and existing students are an identifiable 

group of predominantly working adults without a higher education, many of whom are minorities 

and/or women of low income.   

100. Defendants knew of Keiser’s business relationship or expectancy with its 
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prospective and existing students. 

101. Defendants intentionally interfered with and caused a breach of the business 

relationship or expectancy between Keiser and its applicants, prospective students, and existing 

students by engaging in a coordinated and concerted negative media campaign that harmed 

Keiser’s reputation.  

102. Keiser suffered special damages as a result of Defendants’ negative media 

campaign in the form of, among other things, decreases in expected enrollment, increased costs 

of doing business, and decreased business valuation.   

COUNT II 
INJURIOUS FALSEHOOD 

 
103. Plaintiffs reallege and incorporate herein the allegations contained in the 

foregoing paragraphs. 

104. Defendants and others acting in concert with them published false statements in 

the form of press releases, speeches, and statements to the press, that were harmful to the 

pecuniary interests of Plaintiff Keiser University.  Defendants’ false statements included, among 

other things, that proprietary schools like Keiser “ripped off” students by providing “worthless 

degrees,” and that such schools engaged in “subpriming students.” 

105. Defendants intended for publication of these statements to result in pecuniary 

harm to Keiser, or either recognized or should have recognized that they were likely to do so.  In 

particular, Defendants intended their statements and actions to drive proprietary schools, 

including Keiser, out of business.  They intended to cause Keiser and other proprietary schools to 

suffer actual losses.  They hindered Keiser’s ability to engage in partnerships necessary to offer 

its educational programs and its ability to recruit students.  These actions directly led to 

decreases in expected enrollment and increased costs of doing business.  These actual damages 
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were the natural and direct result of Defendants’ conduct.   

106. On information and belief, Defendants’ negative publicity campaign caused 

clinical sites needed for Keiser’s healthcare programs to decline to partner with Keiser.  This 

made it more difficult for Keiser to offer clinical programs, and therefore less likely for students 

interested in such programs to enroll at Keiser.   

107. On information and belief, Defendants’ negative publicity campaign also caused 

Florida high schools where Keiser has engaged in community outreach programs in the past to 

restrict Keiser’s access to their students.  This made it more difficult for Keiser to recruit and 

therefore less likely for students at those high schools to enroll in Keiser.  

108. Keiser suffered special damages as a result of Defendants’ negative media 

campaign in the form of, among other things, decreases in expected enrollment, increased costs 

of doing business, and decreased business valuation.   

109. Defendants knew their statements were false or acted in reckless disregard of their 

truth or falsity.  Defendants knew that Keiser’s degrees, and the degrees of other proprietary 

schools, were not “worthless.”  Defendants knew that most of Keiser’s students graduate and 

obtain jobs in their fields.    

WHEREFORE, Keiser demands a judgment against Defendants for damages, including 

compensatory damages, lost profits, prejudgment interest, costs, attorneys’ fees, and all other 

relief allowable under the laws of the State of Florida.   

Keiser also seeks equitable relief in the form of an injunction, barring Defendants from 

continuing to disseminate false statements about Keiser University and/or proprietary schools as 

a group, and barring them from further interfering with Keiser’s business relationships with its 

applicants, prospective students, and existing students. 
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DEMAND FOR JURY TRIAL 
 

Plaintiff, pursuant to Rule 1.430, Fla. R. Civ. P., hereby demands a trial by jury on all 

issues so triable as a matter of right. 

 

Respectfully submitted this 4th day of October 2010. 

  ______________ 
  Gary E. Sherman 
  401 Farmington Drive 
  Plantation, Florida 33317 
  954-792-4667 
  Florida Bar Number: 377295 
  Attorney for Plaintiff Keiser University 
 
   
  Sean W. Gallagher 
  Katherine M. Swift 
  Bartlit Beck Herman Palenchar & Scott LLP 
  54 W. Hubbard Street, Suite 300 
  Chicago, Illinois, 60654 
  Attorneys for Plaintiff Keiser University 
  Pro hac vice applications pending 
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Altes, Courtney 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Importance: 

Wallace, Steven on behalf of CEO 
Friday, April 24, 2009 9:41 AM 
Berg, Gilchrist 
FW: OPPAGA amendment 
OPPAGA study amendment 1616C2823812.pdt, ABLE Tuition Table 4-09.docx; Private 
Higher Educ Hx.doc 

High 

All right, my friend. Here is a bunch of good stuff to get you started in your exploration of greed, corruption and 
predatory schemes among Florida's proprietary and for-profit career "colleges". It is a hideous spectacle, but one that 
really needs to be addressed in the interest of consumer protection. The new technical college we will launch on 8/1/09 
is designed, in part, to drive the sleaze bags out of our region . 

The OPPAGA study is right on point per our conversation. We expect the attached language to become law. The 
reference to "targeted occupation lists" is a bureaucratic consideration that mayor may not be relevant to your 
interests. I can wa lk you through that if you want me to. 

The two bonus documents were prepared by my VP for Government Relations. She is unquestionably the best higher ed 
lobbyist in Florida and is the deSignated antagonizer of the privates. 

Please confirm by reply email that you have received this message. 

From: LEHR, SUSAN M 
Sent: Thursday, April 23, 2009 9:45 PM 
To: CEO 
Subject: OPPAGA amendment 

Steve, here is the OPPAGA study amendment that went onto a bill that otherwise wouldn't affect us. The bill changes 
the name of Workforce Education to Career and Adult Education so people won't confuse Lucy Hadi's shop with Agency 
for Workforce Innovation or the State Workforce Board. 

I am also attaching a current chart on ABLE tuition and loans and an explanation of ABLE and FRAG. I have other 
documents but this is a good start for your friend. 

susan 
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Crysel, Janice L. 

From: 
Sent: 
To: 
Subject: 

Lehr, Susan M. 
Tuesday, July 28, 2009 5:12 PM 
Baldwin, Elizabeth I. 
FW: Quick Reference Question 

Thx, Barmak says Desai is ok 

From: nasslrianb@aacrao.org [mailto:nassirianb@aacrao.org] 
Sent: Tuesday, July 28,20095:09 PM 
To: Lehr, Susan M. 
Subject: Re: QUick Reference Question 

Susan, 

I remember you well and hope you're as feisty as ever. 

I know Antal and have been impressed with him and his finn. I don't care--or fully understand--what their 
financial interests in these matters might be, but have found them to be reliable and their infonnation to be of 
very high quality. 

I hope this is helpful. Drop in on me when you're in DC next. 

Bannak 

Sent from my Verizon Wireless BlackBerry 

From: "Lehr, Susan M." 
Date: Tue, 28 Jul2009 16:02:32 -0400 
To: 'nassirianb@aacrao.org'<nassirianb@aacr~all.l:>Fg''''------------~-
Subject: Quick Reference Question 
Hi Barmak, 
Don't know if you remember me, I' the lady from FL that is always lobbying against the for-prof! s. Quick 
question, do you know Antal Desai? e says he is working to persuade Congress to tighten re ations on the 
for-profits and asked me to provide stu tories.ls he legitimate? He mentioned t knew you and 
worked with you on these issues. I would like to know 1m. Thanks - and keep u·p the 
good fight for students! 

Susan:M. Letir 
'flue <PresiJfent quvemment IJ<gtations 
tpwridiz State Coffeee at Jac/iJon'lliffe 
Office 904-632-3391 
:Mo6jfe 904-537-7195 
sfeftr@fccieau 
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Crysel. Janice L. 

From: LEHR, SUSAN M 
Sent: Friday, July 10, 20092:02 PM 
To: 
Subject: 

SIMPSON, JAMES D; BALDWIN ,ELIZABETH 
RE: Student Testimonials 

Jim, I will contact him next week. 

Susan 

From: SIMPSON, JAMES D 
Sent: Wednesday, July 08, 20093:53 PM 
To:LEHR,SUSANM;BALDWIN,BJZABETH 
Subject: FW: Student Testimonials 

The Individual with CPMG 

-Jim 

Jim Simp 
Asso· e Vice President of Workforce Development 
Flo ·aa Community College at Jacksonville 

one: 904-632-5049 
e-mail: ISimpson@fccl.edu 

Antal Desai would like to talk with one of you regarding the rules hearing and the state of "for profit" 
education. He is interested in hearing additional student testimonials. CPMG is a mid size investment co pany 
located in Dallas. It appears they have made some investments (stocks) ofpubJicaly traded education 
companies. I think they are trying to determine the amount of risk that may be associated with these 
1 vestments. 

From: Antal Desai [mailto:adesai@cpmg-inc.com] 
Sent: Wednesday, July 08, 2009 1 :30 PM 
To: SIMPSON, JAMES D 
Subject: Student Testimonials 

Jim, 

Thanks for taking the time to chat with me. We would be very interested in seeing your student testimonials. Please put 
me in touch with your government liaison Susan at your convenience. 

Thanks, 
Antal Desai 

CPMG, Inc. 
2100 McKinney, Suite 1770 
Dallas, Texas 75201 
0: (214) 871-6859 
F: (214) 871-6837 
adesai@cpmg·inc.com 
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42Post-Secondary Education 

Source: Department of Education, Signal Hill.

Important Disclosures

Analyst Certification

I, Trace Urdan, hereby certify that all of the views expressed in this research report accurately reflect my
personal views about the subject securities or issuers. I also certify that no part of my compensation was, is or
will be directly or indirectly related to the specific recommendations or views expressed in this research
report.Signal Hill does not compensate its equity research analysts based on specific investment banking
transactions. Signal Hill Equity research analysts receive compensation based on several factors, including
overall profitability and revenues of the firm, which include investment banking revenues.

Meaning of Ratings

Signal Hill uses a three-tiered rating system defined as follows:

BUY: We expect this stock to outperform its peers over the next 12 months:

HOLD: We expect this stock to perform in line with its peers over the next 12 months:

SELL: We expect this stock to underperform its peers over the next 12 months:

Distribution of Ratings/IB Services

Signal Hill

IB Serv./Past 12 Mos.

Rating Count Percent Count Percent

BUY 87 61.7 82 94.3

HOLD 53 37.6 45 84.9

SELL 1 0.7 1 100.0

Disclaimer

This report has been prepared using sources we deem to be reliable but we do not guarantee its accuracy and
it does not purport to be complete. This report is published solely for information purposes and is not intended
to be used as the primary basis for making investment decisions, which should reflect the investment objectives
and financial situation of the investor. The opinions expressed herein are subject to change without notice. This
report is not an offer or the solicitation of an offer to buy or sell securities. Additional information is available
upon request.
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