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Higher One Shareholders Seek Final OK On $7.5M
Settlement
By RJ Vogt

Law360 (June 13, 2018, 8:21 PM EDT) -- A class of Higher One Holdings Inc. investors on Tuesday
asked a Connecticut federal judge to approve a $7.5 million deal with the company and its former
board members, settling allegations the higher education financial services provider misled the
investors following a run-in with federal regulators.

  
In a memorandum supporting the bid for approval, the investors said Higher One and other
defendants deny "any and all liability" for alleged federal securities law violations. They also said
they've received 5,530 settlement claims to date, noting that the average recovery per damaged
share of Higher One securities is estimated to be roughly 30 cents, after deducting attorneys' fees,
expenses and other awards to plaintiffs.

  
"This substantial and certain recovery compares very favorably against the significant complexity,
delay, expense, and uncertainty of attempting litigation through trial and appeals," the filing added.

  
The suit, which names Higher One and its former top brass as defendants, dates to May 2014 and
alleges the company and its executives made a "litany" of misleading statements about the
company's legal compliance, banking relationships, transparency, litigation exposure and financial
results.

  
According to investors, these statements painted a false portrait of a "reformed, growing company
that had turned the corner" after having faced class actions and a regulatory crackdown in 2012 over
its allegedly deceptive marketing and improper fees.

  
The New Haven, Connecticut-based company, which provides online financial management tools to
schools and students, was ordered to pay $11 million to college students in August 2012 for violating
the Federal Trade Commission Act and $15 million in several class actions. The company
subsequently agreed to internal reforms, according to the complaint.

  
The board hosted an earnings call on May 8, 2014, during which President and CEO Marc Sheinbaum
told analysts and investors that the company had "made tremendous strides" in strengthening its
compliance efforts.

  
Investors have said the truth began to come out days later, when Higher One filed a Form 10-Q
stating that the Federal Reserve had notified the company of Federal Trade Commission Act violations
on May 9, 2014. The U.S. Securities and Exchange Commission form said the issues would likely
result in monetary penalties of an uncertain amount but could cause Higher One to default on its
credit facility.

  
The company's stock price subsequently fell from $6.41 to $3.71 between May 2014 and August
2014, investors have said.

  
In 2016, U.S. District Judge Alvin W. Thompson tossed the investors' initial complaint for not
alleging facts showing any actionable statement or omission.

  
But they filed an amended complaint that contained enough additional facts and sharper pleadings
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for the judge to reject most of Higher One's bid to dismiss the suit in September.
  

The investors, Higher One and its board members, and their insurance carriers participated in a full-
day mediation session in December, after which they agreed to settle the action.

  
According to Tuesday's filing, Higher One's insurance carriers have already paid the $7.5 million
settlement sum, which is being held in escrow and "now accruing interest."

  
The investors' motion argued that estimated classwide damages ranged from $47.1 million to $75
million, making the $7.5 million deal a figure "well above the median settlement for similar securities
class actions."

  
"The settlement represents an excellent result, returning almost 16% of estimated damages (using
the low end of the range) or 10% (using the high end of the range)," the motion said.

  
Matthew Tuccillo of Pomerantz LLP, who represents the investors, told Law360 on Wednesday that his
clients are optimistic about getting the deal OK'd.

  
"Plaintiffs are hopeful that the court will grant final approval to this settlement, which represents an
excellent recovery for investors after years of hard-fought litigation that included an initial dismissal
of the claims, multiple amendments to the complaint, and extensive negotiations by the parties
before a resolution was achieved," Tuccillo said.

  
Counsel for Higher One did not immediately return requests for comment Wednesday.

  
The investors are represented by Jeremy A. Lieberman, Matthew L. Tuccillo, Jennifer Banner Sobers
and Patrick V. Dahlstrom of Pomerantz LLP and Bruce L. Elstein of Goldman Gruder & Woods LLC.

  
Higher One and most of its former board members are represented by James H. Bicks and Joseph C.
Merschman of Wiggin & Dana LLP. The company's former Chief Financial Officer Christopher Wolf is
represented by Anthony R. Minchella of Minchella & Associates LLC.

  
The case is Perez v. Higher One Holdings Inc. et al., case number 3:14-cv-00755, in the U.S. District
Court for the District of Connecticut.

  
--Additional reporting by Jon Hill and John Kennedy. Editing by Orlando Lorenzo.
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