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WHY WON’T HEDGE FUNDERS
CONFESS THEIR ROLE IN
MULTI-MILLION-DOLLAR
LOBBYING CAMPAIGN?

CHARTER SCHOOL BILLIONAIRES

ROBERTSON SINGER

-

More than $13 million has been spent since 2014 by two
charter/privatization groups trying to eliminate New York’s cap
on charter schools and win backing for an unprecedented tax
credit that would divert huge amounts of public resources into
private schools.
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FAMILIES FOR EXCELLENT
SCHOOLS: SECRET FUNDERS

One of the big spenders—Families for
Excellent Schools—uses a loophole to hide
the names of its wealthy funders.

Hedge Clippers research has discovered that
the largest single donor to the recent FES
campaign was in for a cool $3,000,000, while
six more major donors gave $1 million -$1.5
million each.

But FES uses a loophole in nonprofit and
lobbying law to hide the names of its donors
(as outlined below).

The big question — who are “Mystery Seven
big-money FES funders and what do they hope to
get out of pouring money nto supporting Governor
Cuomo’s deeply unpopular education agenda?

Are they Dan Loeb, Paul Tudor Jones and other contributors to
“New Yorkers for a Balanced Albany” who spent millions last
year to ensure a Republican-led State Senate?

What have they got to hide? Hedge Clippers challenges
Families for Excellent Schools and its Wall Street backers to quit
hiding behind a reporting loophole and “fess-up.”
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COALITION FOR
OPPORTUNITY IN EDUCATION
- SAME OLD HEDGE FUND

BILLIONAIRES

State disclosures show

that the newly created
“Coalition for Opportunity

mm Education”

—the biggest lobbyist

Jor Cuomo’s proposed

education tax credit— 1s
Junded overwhelmingly by
wealthy conservatives. !
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HEADLINE: NEW YORK LOVES CUOMO'S PRIVATE SCHOOL TAX
CREDIT
http://iwww.syracuse.com/.../new_york_loves_cuomos_private_sch... New
York Governor Andrew Cuomo

{ Parental Choice |, |

Education

New York Loves Cuomo's Private School Tax Credit

When it comes to schoaol policy, 68 percent of New Yorkers support Gov. Cuomo's
tuition tax credit and 55 percent support his Education Tax Credit to allow donations
for scholarships at private schoaols.

SYRACUSE.COM

Like - Comment - Share

Of the eleven recently revealed donors to the newly created
“Coalition for Opportunity in Education” four are billionaires—
and all are current and former hedge fund managers.

COALITION FOR OTHER 5CHOOL

OPPORTUNITY IN NEW YORKERS FORA| PRIVATIZATION

CUOMO | SKELOS+SENATE | SILVER+ASSEMBLY EDUCATION BALANCED ALBANY | LOBBY GROUPS
RUSSELL CARSON 510,000 52,000 50 527,006 100,000 129,006
ROGER HERTOG $35,000 $260,500 545,000 567,516 $373,016
BRUCE KOVNER 545,000 737,000 550,000 543,653 830,653
IRA RENNERT 50 50 50 530,677 530,677
JULIAN H. ROBERTSON, J 50 50 50 248,688 51,000,000 51,248,688
PAUL SINGER 50 452,300 $3,000 5362,344 500,000 51,317,644
THOMAS J. TISCH 50 50 50 549,737 549,737
TOTALS: 590,000 51,451,800 598,000 5829,621 51,600,000 53,979,421

HEDGE-CLIPPERS




PRIVATIZATION PUSH: MORE
CHARTERS AND TAX CREDITS
FOR BILLIONAIRES

The two privatization policy proposals that are still on the table
are the New York State Education Investment Tax Credit and an
increase to New York’s charter school cap.

Both proposals are favored by the same small handful
of wealthy hedge fund managers, many of whom

also contributed to “New Yorkers for a Balanced
Albany,” the hedge fund-backed political action
committee that helped flip control of New York’s
State Senate to now-indicted Dean Skelos and his
Republican conference.
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OVER $13 MILLION IN HEDGE
FUND CASH TO PUSH CUOMO’S
PRIVATIZATION AGENDA

The front groups supporting these two education-privat-
1zation proposals have spent §13,074,217 on lobbying
and media buys alone since 2014.

This number was compiled using lobbying and FCC records,
and likely significantly under-reports the amount of television
ad buys that the groups have purchased to support of Cuomo’s
deeply unpopular education agenda.

Lobbying group Lobbying Ad buys *THIS NUMBER WAS
COMPILED USING LOB-

Families for Excellent $9,633,488.00 $367,326.00 BYING, FCC RECORDS,

Schools AND INFORMATION
FROM SOURCES WITH

Coalition for Opportunity ~ $381,219.00 $2,692,184.00 DIRECT KNOWLEDGE
OF THE LATEST AD

in Education SPENDING.

SUBTOTALS: $10,014,707.00  $3,059,510.00

GRAND TOTAL: $13,074,217*

These millions for lobbying and advertising are on top of their
unprecedented $4.25 million effort to flip the New York State
Senate in last November’s election.

Why spend so much money? Because these policy proposals

are deeply regressive attempts to privatize large swaths of

New York’s public school system — and it just so happens that
Cuomo’s proposals could end up handing wealthy New Yorkers
millions of dollars in new tax deductions, tax credits and special
subsidies.
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PRIVATIZATION PROPOSAL #1:
LIFT THE CHARTER SCHOOL
CAP AND ALLOW UNCHECKED
CHARTER GROWTH

New York State currently has one of the most deliberate and
reasonable charter school approval programs in the country.
Cuomo and his hedge-fund allies want to explode the system
and allow unchecked growth of privatized charters all across the
state.

Current system provides careful, balanced review

Under current law, when charter school operators want to start
up new schools in the state, they have to submit a proposal to
one of four charter authorizers.?! If the charter school proposal
isn’t up to snuff, the charter gets rejected.

' | [ ] Albany =
— Preparatory -
Charter School

And New York has a cap on the number of charter schools, to
prevent unchecked charter growth from financially crippling
public schools and harming non-charter students.
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But a small group of very wealthy individuals is trying to remove
this cap, and they are using the methods favored by wealthy
conservatives:

*  Use their deep pockets and exploit dark-money secrecy to
unleash large-scale lobbying for radical policies that lack of
public support.

*  Push through policies that hurt public institutions but
allow big private profits.

The hedge fund billionaires behind Cuomo’s charter-cap
scheme are using this method to lobby the legislature, mislead
the public, and set themselves up for big profits from bonds and
tax credits related to charter school expansion.

BILLIONAIRES WHO SUPPORT UNCHECKED CHARTER SCHOOL GROWTH HAVE
FOUND A LOOPHOLE THAT ALLOWS THEM TO EVADE NEW YORK’S SOURCE OF
FUNDING DISCLOSURES.

Families for Excellent Schools, the dark money front group
favored by hedge fund billionaires, is exploiting a loophole in
New York’s source-of-funding disclosure law.

The law, designed to force disclosure of the funders of dark
money groups lobbying in New York, was enacted in reaction to
the overreach of Citizens United."

Unfortunately, the law never envisioned that the top lobbyist

in the state would be a 501(c)3 charity, and not a 501(c)4 issue
advocacy organization. Charities can lose their tax-exempt
status under federal law if a substantial part of their activities are
lobbying-related.

And, unfortunately, the federal government defines lobbying
differently than New York State, which requires certain types of
advocacy to be reported.

Famailies for Excellent Schools, which has hired the
Jormer director of the Temporary Commission on
Lobbying to advise them on lobbying compliance—
1s exploiting this loophole to hide the names of their
wealthy funders.'*
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So, despite being the biggest lobbyist in the state in 2014, the
billionaires who set Families for Excellent School’s lobbying
agenda are totally unknown."!

We do know, however, that these are big-money players. . Hedge
Clippers has obtained a redacted copy of the 2013 donor list for
Families for Excellent Schools, which shows donor amounts but
not names.

A review of the donor amounts shows that Families for Excellent
Schools received just 28 donations in 2013, with seven donations
of more than one million dollars.

Nearly a quarter of the $12 million in revenue raised by Families
for Excellent Schools in 2013 comes from one individual, who
donated $3 million.
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MAJOR DONORS TO FAMILIES
FOR EXCELLENT SCHOOLS,
JULY 2013-JUNE 2014

John Doe #1 $3,000,000
John Doe #2 $1,500,000
John Doe #3 $1,000,000
John Doe #4 $1,000,000
John Doe #5 $1,000,000
John Doe #6 $1,000,000
John Doe #7 $1,000,000

INCREASE IN CHARTER GROWTH COULD CRIPPLE NEW YORK’S UPSTATE CITIES

Growth 1n charter schools is a significant credit risk for urban
school districts, according to the ratings agency Moody’s. "

According to Moody’s, charter growth can cripple
the credit ratings of urban school districts, leading to
increased borrowing costs and declining public school
enrollments.

Image via: Johnny Joo
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This stress, largely due to district’s inability to reduce operation
costs in response to declining enrollment, can touch off a “death
spiral” where district costs increase, leading to an increase in
charter enrollments.

Moody’s has documented this pattern in multiple urban
districts: Philadelphia, PA, York, PA, Cleveland, OH, and New
Orleans, LA.

York, a small Pennsylvania city roughly the size as Binghamton,
NY has been particularly devastated by an unchecked growth in
charter schools.

After growth in charter school expenses outstripped state aid

by a ration of 3:1 from 2009 to 2013, York’s remaining public
schools were in shambles. In 2013, the City adopted a contro-
versial plan to turn over the entirety of the remaining tradi-
tional public schools to for-profit charter school operators.!”!
Prior to the charter takeover of York, Moody’s cited the city’s
school district as having suffered from unchecked charter school
growth.

While urban school districts stand to be crippled by increased
charter school growth— especially in upstate cities already
struggling against economic headwinds— Cuomo’s hedge fund
buddies stand to earn millions from their destruction.

Charter school property acquisitions are frequently
Jinanced with high-yield bonds, and there 1s significant
interest from wnvestors in the yields provided by these
risky bond deals.
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BY JUAN
GOMNZALEZ
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Hedge fund executives give
'til it hurts to politicians,
especially Cuomo, to get
more charter schools

NEW YORK DAILY NEWS ¢ Wednesday, March 11, 2015, 1:00 AM A
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Gov. Cuomo has gotten more than $4 million from charter school lobbyists and is pushing lawmakers
to allow more to be established in the state.

AllianceBernstein, an asset management firm, recently sent
several representatives to a New York Harvard Club meeting
of charter school bond investors. Roger Hertog, the founder of
Alliance Capital, now merged with AllianceBernstein, donated
$100,000 to New Yorkers for a Balanced Albany, which helped
flip the New York senate to support charter legislation.®
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Image via: Zimbio.com

Other asset managers who registered for
the charter school bond investor conference
included: Buck Financial Advisors LLLC,
BlackRock, RBC Capital Markets,

Alvarez & Marscal, Jeffries L1.C, Nuveen
Investments, Palmer Square Capital
Management, Samson Capital, Prudential
Investments, Commerce Street Capital, and
Pioneer Investments.
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PRIVATIZATION PROPOSAL #2:
SUBSIDIZE THE WEALTHY
FOR DONATIONS TO PRIVATE
SCHOOLS

New York’s Parental Choice in Education Act: wealthy

elites finance Cuomo’s proposed §70 million handout to
New York’s richest

The education tax credit bill favored by Governor Cuomo and
his wealthy allies could create a situation where New York State
1s cutting $1 million checks to billionaires for donations to
private schools that they are already routinely making.

It’s not surprising that this obscene subsidy, which follows on the
heels of tax breaks for yachts, luxury Manhattan condos, and
private jets, is being backed by a cabal of ultra-wealthy conserva-
tives.[? [10]

State disclosures show that the newly created “Coalition
Jor Opportunity in Education™ — the biggest lobbyist
fJor Cuomo’s proposed education tax credit— 1s funded
overwhelmingly by wealthy conservatives. 'V
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: InvestinEdNY

Parents are sitting by the phone, waiting to get that phone call that they're
going to be able to get a scholarship. Now if this Education Tax Credit
passes, we're going be able to say, "Yes" to parents who simply want a
choice for their kids.

Support the Education Tax Credit. Click here: http./Mmww.investined.org/

Email Your A ly Member:

Pass the Ed Tax Credit

InvestinEd.org

And of course, Cuomo’s plan could give subsidies of up to $1
million wealthy New Yorkers for money that they’re already
donating to their children’s elite private schools.—and would
benefit many of the same billionaires funding COE.
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MEET THE NEW HEDGE
FUND BILLIONAIRES—
SAME AS THE OLD HEDGE
FUND BILLIONAIRES

Of the eleven recently revealed donors to the “Coalition for
Opportunity in Education” four—current and former hedge
fund managers all—are billionaires.

COALITION FOR OTHER SCHOOL

OPPORTUNITY IN NEW YORKERS FORA| PRIVATIZATION

CUOMO | SKELOS+SENATE | SILVER+ASSEMBLY EDUCATION BALANCED ALBANY | LOBBY GROUPS
RUSSELL CARSON 510,000 52,000 S0 527,006 5100,000 $129,006
ROGER HERTOG $35,000 $260,500 545,000 567,516 $373,016
BRUCE KOVNER 545,000 §737,000 550,000 543,653 5830,653
IRA RENNERT S0 50 S0 530,677 530,677
JULIAN H. ROBERTSON, J 50 50 S0 $248,688 51,000,000 51,248,688
PAUL SINGER 50 5452,300 $3,000 $362,344 $500,000 §1,317,644
THOMAS J. TISCH 50 50 S0 549,737 548,737
TOTALS: 590,000 51,451,800 598,000 5829,621 51,500,000 53,979,421

Ira Rennert, whose $500 million Hamptons compound is
thought to be one of the largest private residences in the nation—
which reportedly includes a 100-car garage— donated over
$30,000 to the Coalition.!"? 1]

Image via: Billionaire
Addresses
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Another recently disclosed donor to the Coalition for Oppor-
tunity in Education is The American Federation for Children,

a conservative voucher organization run by Betsy DeVos, one of
the largest donors to the Republican Party.

Betsy DeVos, the daughter-in-law of Amway heir Dick DeVos
and sister of Erik Prince, the founder of Blackwater, has previ-
ously acknowledged that she expects a certain “return” for
her campaign largess. To quote DeVos herself, “to stop taking
offense at the suggestion that we are buying influence. Now, I
simply concede the point.”!!*!

Image via: Telegraph UK

DeVos has previously run afoul of campaign finance laws with
her prior advocacy vehicle, “All Children Matter PAC.” In 2008,
the state of Michigan fined All Children Matter $5.2 million, a
state record. ! Instead of paying the fine, DeVos simply created
new organizations to continue her political advocacy.

Besides Rennert and DeVos, the Coalition for Opportunity in
Education has raked in $248,688 from hedge fund manager
Julian Robertson, whose son (also named Julian!) founded

a chain of charter schools that would be eligible to receive

reimbursable donations if the education tax credit bill passes.!°!
(17) [18]
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As we have written about previously, wealthy New Yorkers like
the tax credit program because it gives them a hefty rebate for
donations that they’re already making.

Socially conservative hardliners like Betsy DeVos love the tax
credit program because it subsidizes schools that teach conser-
vative positions on evolution, race, and sexual orientation.

We aren’t quite sure why Governor Cuomo has come around to
the tax credit bill, but we have a few ideas.

CHARTER SCHOOL BILLIONAIRES

/o HERQIOG & \) SINGER
K $1 639 800
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FOOTNOTES:

[1]  hup://hedgeclippers.org/hedgepapers-no-15-cuomos-cronies-how-private-school-
billionaires-are-banking-on-tax-credits-from-the-governor/

[2]  hup:/lwww.qualitycharters.org/authorizer-comparison/state-by-state-overviews-
new-york. html

[3]  hap:llwww.crainsnewyork.com/article/ 20141012/ BLOGS04/141019975 /group-
1s-visible-but-not-its-donors

[4]  hup:/lwww.crainsnewyork.com/article/20141012/BLOGS04/141019975 [group-
15-visible-but-not-its-donors

[5]  hup:/lwww.capitalnewyork.com/article/albany/2015/02/8562581/charter-groups-
top-unions-lobbying-campaign-spending

[6] D’arcy, Michael. ‘Charter Schools Pose Growing Risks for Urban Public School
Districts’ Moody’s Investor Service.

[7]  hup:/lwww.npr.org/sections/ed/2015/01/13/375835682 [for-profit-charters-set-to-
take-over-pa-town-s-public-schools

[8]  hup:/lwww.elections.ny.gov:8080/plsql_browser/ CONTRIB-
UTORA_COUNTY?ID_in=A20133&date_ From=01/01/2010&date_
t0=06/02/12015&EAMOUNT._From=1&AMOUNT _10=99999999999999999
&ZIP1=&ZIP2=&ORDERBY IN=N&CATEGORY_IN=ALL

[9]  hup:/lwww.nydailynews.com/news/politics/n-y-state-budger-tax-breaks-yachts-
private-planes-article-1.2167197

[10] hutp://gothamist.com/2015/03/18/how_can_we_stop_luxury_developers_f.php

[11] hap:/lhedgeclippers.org/hedgepapers-no-15-cuomos-cronies-how-private-school-
billionaires-are-banking-on-tax-credits-from-the-governor/

[12]  hup:/[www.thepinnaclelist.com/property/billionaire-ira-rennerts-200-million-
hamptons-mansion-one-of-the-largest-homes-in-america/

[13] hp://therealdeal.com/blog/2015/02/25/ira-rennerts-hamptons-estate-val-
ued-at-500m/

[14]  haep:/lwww.motherjones.com/politics/1998/11/tough-sell

[15]  haep:/lwww.dispatch.com/content/stories/local/2014/07/17 [All-children-matter-
pac-fined. html

[16]  hutps:/lonlineapps.jcope.ny.gov/LobbyWatch/Administration/sof Detail.
aspx?c=54315

[17]  hutps:/lonlineapps.jcope.ny.gov/LobbyWatch/Administration/sof Detail.
aspx?c=60172

[18] hutp:/lwww.paveacademy.org/who-we-are/board-of-directors/
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WHO ARE THE
HEDGE CLIPPERS?

The Hedge Clippers are working to expose the mechanisms hedge
funds and billionaires use to influence government and politics in
order to expand their wealth, influence and power. We’re exposing
the collateral damage billionaire-driven politics inflicts on our
communities, our climate, our economy and our democracy. We’re
calling out the politicians that do the dirty work billionaires demand,
and we’re calling on all Americans to stand up for a government and
an economy that works for all of us, not just the wealthy and well-
connected.

The project is supported by the Strong Economy for All Coalition,

a coalition of labor unions and community groups working to fight
income inequality and build shared prosperity and economic & social
justice in New York and around the country.
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