Congress of the United States

Washington, BE 20510

September 30, 2019

Tom Gores

Chairman and Chief Executive Officer
Platinum Equity

360 N. Crescent Dr.

Beverly Hills, CA 90210

Dear Mr. Gores:

We are writing regarding Platinum Equity’s (Platinum) investment in companies
providing support services to prisons, jails and detention facilities across the country, and to
request information about your firm’s structure and finances as it relates to these companies.

The United States” criminal justice system, driven by a misguided “tough on crime”
approach that disproportionately targets Black and Latinx Americans, has allowed private
prisons and companies providing support services to correctional facilities to rake in billions of
dollars at the expense of incarcerated individuals, their families, and taxpayers for decades.'
These support companies, responsible for providing support medical, food, and phone services to
prisons, jails, and detention facilities housing over two million incarcerated people across the
country, often deliver low-quality services to incarcerated individuals and their families at
exorbitant fees, collecting over $40 billion in tax-payer funds annually.? These problems are
exacerbated by the lack of a functioning, competitive market for these companies and their
services. The users of these services — incarcerated individuals and their loved ones — are
literally captive, not able to shop around and find the best mix of price and quality.

We have concerns about the rapid spread and effect of private equity investment in many
sectors of the economy — including the correctional facility support services industry.® Private
equity funds often operate under models where they purchase controlling interests in companies
for a short time, then load them up with debt, strip them of their assets, extract exorbitant fees,
and sell them at a profit — implementing drastic cost-cutting measures at the expense of workers,
consumers, communities, and taxpayers.* This is why, we have introduced legislation that will
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force private equity funds to take responsibility for the outeomes of companies they take over
and to disclose important financial information that will p1ov1de transparency on their
composition, financial status, and profits.® :

Likewise, we have concerns about thie role Platinum and other private equity firms are
playing in the-continued consolidation of these -p_r.oﬁt-saek_ing companies, the decline in quality
of the sérvices they provide, and the effects on incarcerated individuals, their families, and their
communities.® For example, as of July 2017, three companies — GTL, Securus Technologies
(Securus), and Inmate Calling Solutions Inc. (ICSolutions) - prowded telephone service in
between 1,141 and 1,668 correctional facilities across the Ur_nte_d States and collectively
controlled an estimated 65% to 79% of the correctional phone market, with GTL alone
controlling about half of the market.” Each of these companies is private equity-owned and
generates hundreds of millions of dollars in revenue each year.®

In no small part because of this market concentration, these few companies have the
power to “limit facilities’ choices,” “lock them into u_nfajr'contracfts,”g and dictate contract terms
that push additional costs on to incarcerated individuals and their loved ones. 'C'om‘panie's
providing telephone services in correctional facilities have been accused of sefting “rates and
fees far in-excess of those established by regular commercial providers,” imposing significant

costs on families and friends of incarcerated individuals, and ultimately “profiting off of people
in vulnerable situations.” 1% A February 2019 analysis by the'Prison Poli¢y Initiative found that
these companies charge up to $25 for a 15-minute phone call and in many cases draw up
contracts that allow them to collect “fees to open an accoum have an account, fund an‘account,
close an account, get a refund, [and] receive a paper bill,” at the expense of incarcerated
individuals and their families, H The Federal C omununications Commission found that these extra
fees “can increase the cost of families staying in touch by phone with loved ones who are
incarcerated by as much as 40%.”12
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Similarly, the correctional medical care industry is expeiiencing consolidation and raising
new conceins about the quality of health care provided to incarcerated individuals. The two
largest private correctional medical care providers in the country Corizon Health Inc. (Corizon)
and Wellpath — collectively provide health care services to hpndleds of thousands of'incarcerated
individuals in hundreds of correctional institutions located in at least 36 states. Both companies
are private equity-owned. Wellpath, formed from the 2018 merger of two-private prison health
care comipanies, “is éxpected to bring in about $1.5 billion annually, [while] Corizon’s revenue
was pegged at about §1 billion in 2017 13 These two companies have “been sued about fifteen
hundred times during the past five years ... over matters. 1ncludmg alleged neglect, malpractice,
and, in dozens of cases, wrongful injury or death,”™ :

The privatization and consolidation of the commissary and food services sector — steered
by private equity investment — has allowed private companies to rake in significant profits.
despite delivering low-quality services. For example, over the span of two years and under the
ownership of a private equity firm, Trinity Services Group ('_[ rinity), one of the largest private
food and commissary service providers with contracts in 44 states and 700 facilities!,
accumulated $3.8 million in fines for contract violations in Michigan alone.!® Trinity has also
been accused of serving meals “which included not only maggots but also “crunchy ditt’ in
potatoes and mold in apple crisp and pan.cakes,__"’-and providing such meager portions that
incarcerated individuals in one county jail were reduced to “gatfing] toothpaste and toilet

paper.™’

These services are part of the private equity-owned ctiminal justice ecosystem. When
incarcerated individuals are not satisfied with the quality and quantity of food provided in their
facilities, they are likely to purchase food and beverages from commissaties, comunissaries that
are increasingly and similarty controlled by private equity firms. Those commissaries provide
unaffordable products, pushing the cost on to “families, who are overwhelmingly poor and
disproportionately come from communities of color.”® Trinity counts among its sister
companies, “Swanson Services Corporation, a leading provider of commissary goods operating
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in 41 states,” and Keefe Group,'? the “nation’s leading supplier of food products, personal care
products, electronics, clothing, technology, telecommunications and software solutions to the
correctional market.”?’ As a result, in facilities where Trinity and Swanson or Keefe operate, if
Trinity fails to provide quality food for incarcerated individuals, the parent company is still
likely to profit via its commissary businesses. The holding company in control of these
companies generated over $1 billion in revenue in 2017 alone.?'

Private equity-owned prison support services use their market power to make millions of
dollars off those who are incarcerated, their families, and their communities — often while
providing subpar products and services. And, private equity firms may be making these problems
even worse — undertaking an effort to control a growing number of support service providers in
each sector. For instance, a single private equity firm owns Keefe Group, ICSolutions and
Wellpath, the large private commissary, telephone and medical care providers. This allows the
companies to “offer facilities packages of unrelated services in one huge bundled contract™ —
creating a disincentive for facility administrators to abandon the companies and seek out
alternatives when the quality of services in one arm of the company declines.??

Platinum is a large investor in the prison support services sector. We have introduced
legislation, the Stop Wall Street Looting Act, to reform the private equity industry by holding
private equity firms liable for the responsibilities and debts of companies under their control and
increases transparency by requiring private equity managers to disclose fees, returns, and
political expenditures.”® To inform our approach to passing this legislation, and to better
understand your firm’s role in the prison support service industry, we ask that you provide
answers to the following questions no later than October 14, 2019.

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

2. Which prison support service companies, including all affiliates or related entities,
does Platinum have a stake in or own? Please provide the name of and a brief
description of the services each company provides.

a. Which prison support service companies, including all affiliates or related
entities, has Platinum had a stake in or owned in the past ten years? Please
provide the name of and a brief description of the services each company
provides or provided.
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b. For each Platinum -owned prison supportiservice company, including all
affiliates or refated entities, please provide the following information for each
year that you have had a stake in or owned this company and the five years
preccdmg your investment. :

i. The name of the company
i1, Ownership stake
ii. Total revenue
jv. Net income
v. Total expenditure
vi, Total number of employees :
vii. Total number of corrections facilities. or relevant authority with which
the company has a contract to proiri'dt, services.
viii, Total number of'incarcerated mdm duals for whom the‘company
provides service :
ix. Other private-equity firms that own a stake in the company

Does Platinum have a stake in.or own companieS, including all affiliates or related
entities that provide telephone services to correctional facilities? If so, please provide
the following information for-each year that your firm has had a stake in or-owned
each company and the five years preceding your investmeit.

a. Revenue generated [rom per-minute phone rates

b. Revenue generated from fees and 4 list of each type of fee

Private equity-owned corrections companies have reportedly entered into countless
settlements over the years and paid millions of dollars in fees for contract violations.

a. Has any prison support service company, including all affiliates or related
entities, in which Platinum has an ownership stake, been investigated for
violation of any federal or state law or regulation? If so, please provide a
complete list, including the date and description, of each investigation.

‘b. Has any p'lisc‘m support service company, including all affiliates or related
entities, in which Platinum has an ownership stake, been found to have
violated any federal or state law or regulation? If so; please provide.a
complete list, including the date and desc,rlp_non of all such violations.

c. Has any prison support company, including all affiliates or related entities, in
which Platinum has an ownership stake, reached a setilement with any federal
or state law enforcement entity related to'a potential violation of any federal
or state.law or regulation? If so, please provide a complete list, including the
date and description, of all such settlements,

d. Has any prison support service company, including all affiliates or related
entities, in which Platiiium has an 0Wn’er$hip stake, reached a settlement with
any incarcerated individual or group of incarcerated individuals related to a
potential violation of any federal or state law ot regulation? If so, please
provide a compleéte list, including the clate and description, of alf such
settlements, -



Sincerely,

AR

Elizabeth Warren Mark Pocan
United Stdtes Senator Member of Congress
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Alexandria Ocasio-Cortez !
Member of Congress
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