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Lead Plaintiffs, West Palm Beach Police Pension Fund, Arkansas Teacher Retirement 

System, Macomb County Employees Retirement System, and Laborers’ District Council and 

Contractors’ Pension Fund of Ohio (collectively, “Plaintiffs”), by and through their counsel, 

bring this action for violations of the federal securities laws on behalf of themselves and all other 

similarly situated persons or entities (the “Class”), who purchased or otherwise acquired 

common stock issued by DFC Global Corp. (“DFC,” “DFC Global” or the “Company”) between 

January 28, 2011 and February 3, 2014, inclusive (the “Class Period”) and were damaged by the 

conduct asserted herein.  Included within the Class are persons or entities who purchased shares 

of DFC Global stock on the open market and in a Company offering on or about April 7, 2011, 

when the Company sold approximately 6 million shares of its common stock at a price of $20.75 

per share (hereafter, the “Offering”).  The allegations in this Complaint are based on Plaintiffs’ 

personal knowledge as to themselves, and on information and belief, including the investigation 

of counsel, as to all other matters.  The investigation of counsel is predicated upon, among other 

things, review and analysis of public filings by DFC Global with the United States Securities and 

Exchange Commission (“SEC”) including, among other things, Forms 10-K, 10-Q, 8-K and S-8, 

registration statements and prospectuses, DFC Global conference call transcripts and 

presentation materials, media reports about the Company, reports issued by securities analysts 

who followed DFC Global, and interviews with former employees and others with personal 

knowledge of information relevant to this Complaint.  Plaintiffs believe that substantial, 

additional evidentiary support for the allegations set forth herein will be obtained after a 

reasonable opportunity for discovery. 
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I. NATURE OF THE ACTION 

A. Preliminary Statement 

1. This case arises from a securities fraud perpetrated by DFC Global – a payday 

lender and provider of other alternative financial services – and its most senior officers to 

conceal the Company’s true financial condition and its high-risk, irresponsible lending practices 

in its core United Kingdom (the “U.K.”) operations.  For years, the Executive Defendants
1
 

portrayed the Company as a conservative and responsible provider of short-term payday loans by 

describing DFC Global’s “conservative” and “selective” approach to underwriting and its 

“responsible” lending behavior that was compliant with the governing regulations in the U.K.  

The Executive Defendants also claimed that they “very effectively” managed the credit risk in 

the Company’s payday loan portfolio through its “superior credit analytics” and “daily 

monitoring” of loan payments.  These statements were critical to reassure investors that DFC 

Global – unlike its competitors – was not exposed to irresponsibly originated loans, and that it 

had a sound payday loan portfolio that would withstand any further tightening of regulatory 

standards.  These representations propelled the Company’s stock price to a Class Period high of 

more than $24 per share in September 2011. 

2. These representations were false.  In reality, the Company and the Executive 

Defendants did not perform any meaningful credit or affordability assessments before originating 

its payday loans as the U.K. regulations required nor did they effectively employ credit analytics 

to manage the Company’s credit risk. Numerous former employees who worked in various levels 

and positions throughout the Company uniformly reported that the Company focused on 

                                                 
1
 The Executive Defendants include DFC Global’s Chairman and Chief Executive Officer 

Jeffrey A. Weiss (“Weiss”); Executive Vice President and Chief Financial Officer Randy 

Underwood (“Underwood”); and Senior Vice President and Chief Accounting Officer William 

M. Athas (“Athas”).  Throughout this Complaint, all emphasis is added unless otherwise noted. 
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increasing loan volume without regard to quality and that the Company’s business was built on 

issuing loans to borrowers who they knew were unlikely to ever be in a position to repay the 

loans in full.  These former employees further described that when these loans came due and the 

borrowers could not repay them as required by the loan terms, the Company avoided defaults 

(and the revelation of the true credit state of the Company’s loan portfolio) by repeatedly “rolling 

over,” or extending, borrowers’ loans.  Remarkably, according to these witnesses, the Company 

had no limit on how many times a loan could be rolled over.  Further, the Company rolled over 

the same loans endlessly without performing any new credit assessments of the borrower, even 

though the Company now had concrete evidence that the borrower was unable to repay the loan 

as required.   

3. The Company’s most senior officers – including Chief Executive Officer Jeffrey 

Weiss and Chief Financial Officer Randy Underwood – instituted this rollover practice in part 

because it was enormously profitable for the Company, generating a huge percentage of revenue 

for the Company.  This practice also allowed the Company to defer default determinations and 

mask losses the Company reported in its financial disclosures.  Critically, DFC Global accounted 

for these rollover loans as new, current loans in its financial statements.  The Company did not 

increase its loan loss reserves (which are reserves for future expected loan defaults) to take into 

account the fact that these borrowers had already demonstrated an inability to repay their loans.  

Remarkably, a former senior DFC executive stated unequivocally that DFC did not take into 

account the fact that rolled-over loans were by their nature riskier than new originations, stating 

that the Company “absolutely never considered a rolled over loan to be riskier than a new loan” 

in setting reserves.  By doing so, the Company and the Executive Defendants materially 
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overstated the Company’s reported net income and created the illusion that DFC Global’s 

payday loan portfolio was current and in good standing.   

4. By early 2012, it was clear to DFC that the U.K. regulatory landscape was 

dramatically changing and that regulators would soon begin to crack down on payday lenders 

and prohibit the reckless practices that had driven DFC’s short-term financial success.  

Specifically, in February 2012, the Office of Fair Trading (the “OFT”) – the primary regulator of 

payday lenders in the U.K. – announced it was undertaking an extensive investigation of 50 

payday lenders operating in the U.K., including DFC, to determine whether DFC and the other 

lenders engaged in predatory lending practices.  The OFT investigation was specifically focused 

on whether DFC and the other lenders conducted appropriate affordability checks prior to issuing 

a loan and lenders’ practices of rolling over loans such that finance charges increased and loans 

became unaffordable.  At the same time that the OFT was conducting this investigation, the 

Consumer Finance Association (the “CFA”), the leading industry trade association in the U.K., 

of which DFC was a charter member, was focused on significantly limiting lenders’ rollover 

practices.  In particular, the CFA sought to prohibit members from rolling over a payday loan 

more than three times.   

5. Knowing that the increased regulatory scrutiny would force the Company to 

reform its deficient lending practices, recognize the extensive credit losses in the Bank’s payday 

loan portfolio, and expose the truth about the Company’s financial condition, the Executive 

Defendants decided it would be better to get out first.   In April 2012, the Executive Defendants 

began making overtures to potential buyers and taking other actions in an attempt to sell DFC.  

To facilitate these efforts, these Defendants needed to maintain the illusion that DFC was a 
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“conservative” lender for as long as possible, which meant it had to convince the investing 

community that it would continue to thrive in the era of tightened regulation.   

6. For example, in an August 22, 2012 conference call with investors, Defendant 

Underwood emphasized how the Company looked forward to the increased U.K regulations, 

which would “benefit [DFC] and all responsible lenders.”  Similarly, in a January 24, 2013 

conference call with investors, Defendant Weiss touted that, when it comes to “giving the money 

out,” the Company was “more selective particularly in the UK, given the regulatory issues that 

we have discussed.”  Nothing could have been farther from the truth.  In fact, as part of their 

investigation, the OFT identified serious problems with the Company’s lending practices, 

including in the areas of affordability assessments and loan rollovers.  As was also ultimately 

revealed, the OFT also expressed grave doubts that DFC Global would ever have the ability to 

become compliant with the enhanced regulatory requirements. 

7. While the Executive Defendants were able to conceal the Company’s deficient 

lending practices and the deteriorated credit quality of its payday loan portfolio for most of the 

Class Period, the extensive changes to its credit processes required by the OFT and CFA finally 

forced the Company to begin to recognize credit losses.  In particular, once the new regulations 

forced the Company to limit its rollover policy to a maximum of three rollovers – as opposed to 

the near-infinite number of rollovers it had previously granted – this exposed the inability of the 

Company’s borrowers to actually repay their loans. 

8. For instance, beginning in April and May 2013, the Company announced an 

increase to its loan loss provision of 29%, driven by a nearly 40% increase in loan losses in its 

U.K. operations.  On August 22, 2013, the Company again announced that its loan loss provision 

remain elevated as defaulting loans in the U.K. continued to plague the Company.  These 
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increases to the Company’s loan loss reserve materially impacted the Company’s reported 

earnings, but were still vastly insufficient.  Moreover, at every opportunity, the Executive 

Defendants denied emphatically that these increases had anything to do with the Company’s 

actual lending practices, including its failure to perform any meaningful credit assessments or its 

practice of perpetually rolling over unaffordable loans.   

9. Then, on February 3, 2014, the last day of the Class Period, the Company abruptly 

announced that the senior executive responsible for implementing the extensive credit process 

changes required by the OFT and for overseeing the implementation of the new regulations was 

leaving the Company.  This signaled to the market that the Company would not be able to 

comply with the enhanced regulatory requirements.   

10. This realization was confirmed after the Class Period on April 2, 2014, when the 

Company announced that it was selling itself to the private equity firm Lone Star Funds.  In the 

proxy statement soliciting votes for the merger, the Company disclosed for the first time that the 

OFT had expressed grave concerns about the Company ever having the ability to become 

compliant with enhanced regulatory requirements.  The Company also disclosed that Defendant 

Weiss would be leaving the Company.  Thus, in the span of one year, the market learned that this 

purportedly “conservative” and “responsible” lender with “very effective” risk management 

functions could no longer operate as an independent entity.  

11. In sum, as the magnitude and severity of the Company’s loss exposure caused by 

its improper lending and accounting practices was revealed piecemeal to the investing public, 

DFC’s stock price dropped from $20.07 per share from the start of the Class Period to $6.76 per 

share – reflecting a shocking decline of $13.31 per share, or over 66%, causing massive harm to 

the Plaintiffs and the Class.  
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B. The Claims Asserted in This Complaint  

12. Plaintiffs assert two sets of claims.  The first set of claims asserts a series of fraud 

claims under Sections 10(b) and 20(a) of the Securities Exchange Act of 1934 (The “Exchange 

Act”) against those defendants, including DFC Global, Weiss, Underwood, and Athas, each of 

whom made materially false and misleading statements that caused the price of DFC Global 

stock to be artificially inflated over the course of the Class Period.  Plaintiffs also assert control 

person claims under Section 20(a) of the Exchange Act against these same defendants. 

13. The second set of claims asserts a series of strict liability and negligence claims 

under the Securities Act of 1933 (The “Securities Act”) against those defendants who are 

statutorily liable under Sections 11, 12(a)(2) and 15 of the Securities Act for materially untrue 

statements and misleading omissions made in connection with the Offering of DFC Global’s 

common stock in April 2011 (the “Offering”).     

II. JURISDICTION AND VENUE 

14. The claims asserted herein arise under Sections 11, 12(a)(2) and 15 of the 

Securities Act, 15 U.S.C. §§77k, 77l(a)(2), and 77o, Sections 10(b) and 20(a) of the Exchange 

Act, 15 U.S.C. §§78j(b) and 78t(a), and Rule 10b-5 promulgated thereunder by the SEC, 17 

C.F.R. §240.10b-5.  This Court has jurisdiction over the subject matter of this action pursuant to 

28 U.S.C. §§ 1331 and 1337, Section 22 of the Securities Act, 15 U.S.C. §77v, and Section 27 of 

the Exchange Act, 15 U.S.C. §78aa.   

15. Venue is proper in this District pursuant to Section 22 of the Securities Act, 

Section 27 of the Exchange Act, and 28 U.S.C. § 1391(b).  DFC Global maintains its executive 

offices in this District and many of the acts and conduct that constitute the violations of law 

complained of herein, including dissemination to the public of materially false and misleading 

information, occurred in and/or were issued from this District.  In connection with the acts 
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alleged in this Complaint, defendants, directly or indirectly, used the means and instrumentalities 

of interstate commerce, including, but not limited to, the mails, interstate telephone 

communications, and the facilities of the national securities markets. 

III. THE PARTIES 

A. Plaintiffs 

16. Plaintiff Arkansas Teacher Retirement System (“Arkansas Teacher”) is a 

retirement system that manages assets on behalf of approximately 113,000 beneficiaries.  

Arkansas Teacher, which was established in 1937 and is headquartered in Little Rock, Arkansas, 

manages more than $11.3 billion in assets.  Plaintiff Arkansas Teacher purchased 110,258 shares 

of DFC Global stock during the Class Period, including 28,500 shares in the Offering, as 

reflected in the attached Schedule A, and was damaged thereby. 

17. Plaintiff West Palm Beach Police Pension Fund (“West Palm Beach”) is a pension 

fund based in West Palm Beach, Florida, that provides retirement benefits for police officers.  As 

of September 30, 2013, there were 217 active members and 262 retirees and beneficiaries.  In 

addition, West Palm Beach offers a deferred retirement option plan, which has 139 participants 

and a share plan with 366 members.  The combined plan assets are in excess of $238 million.   

Plaintiff West Palm Beach purchased 8,218 shares during the Class Period as reflected in the 

attached Schedule A, and was damaged thereby. 

18. Plaintiff Macomb County Employees Retirement System (“Macomb County”) is 

a retirement system with approximately $1 billion in assets.  It provides retirement benefits to 

approximately 5,000 beneficiaries.  Plaintiff Macomb County purchased 65,624 shares of DFC 

Global stock during the Class Period as reflected in the attached Schedule A, and was damaged 

thereby. 
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19. Plaintiff Laborers’ District Council and Contractors’ Pension Fund of Ohio 

(“Ohio Laborers”) is an institutional investor established in 1967 that provides pension benefits 

to the members of twenty-one union locals in the state of Ohio and certain counties in Kentucky 

and West Virginia.  Plaintiff Ohio Laborers purchased 44,200 shares of DFC Global stock during 

the Class Period as reflected in the attached Schedule A, and was damaged thereby. 

B. Defendants 

i. DFC Global 

20. DFC Global is a Delaware corporation based in Berwyn, Pennsylvania.  It is a 

provider of alternative retail financial services, including unsecured short-term consumer loans, 

or payday loans, and secured pawn loans, primarily to unbanked and under-banked consumers 

via a network of over 1,500 locations.  Through a series of transactions between April 2009 and 

May 2013, DFC Global acquired multiple providers of retail and online consumer short term 

loans, and pawn lending businesses throughout Europe.  Today, DFC Global maintains the 

largest market share of all payday lenders in the U.K. and is the largest pawn lender in Europe 

measured by loan portfolio.   

21. DFC Global maintains its principal executive offices at 1436 Lancaster Avenue, 

Berwyn, Pennsylvania 19312.  The Company’s common stock traded on the NASDAQ Stock 

Market, which is an efficient market, under ticker symbol “DLLR.”  On or about April 7, 2011, 

the Company sold approximately 6 million shares of its common stock in the Offering at a price 

of $20.75 per share, garnering approximately $124.5 million in gross proceeds.  As of March 31, 

2014, DFC Global had approximately 38.64 million shares of stock outstanding. 

22. On June 13, 2014, DFC Global announced that it had been acquired by an affiliate 

of Lone Star Funds, and on June 23, 2014 filed a Form 15 with the SEC to terminate the 
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registration of its securities.  As a result, Lone Star is the successor-in-interest to DFC Global’s 

liability. 

ii. The Executive Defendants 

23. Defendant Weiss has served as DFC Global’s Chairman and Chief Executive 

Officer since 1990.  Defendant Weiss certified the results reported in DFC Global’s quarterly 

and annual reports filed with the SEC.   

24. Defendant Underwood has served as DFC Global’s Executive Vice President, 

Chief Financial Officer and Assistant Secretary since 2004.  Defendant Underwood certified the 

results reported in DFC’s Global’s quarterly and annual reports filed with the SEC.   

25. Defendant Athas has served as DFC Global’s Chief Accounting Officer since 

May 2011 and as its Senior Vice President of Finance and Corporate Controller since 2011.  

Defendant Athas certified the results reported in DFC’s Global’s quarterly and annual reports 

filed with the SEC.   

26. Defendants Weiss, Underwood, and Athas are collectively referred to as the 

“Executive Defendants.”  

27. The Company and the Executive Defendants are collectively referred to as the 

“Section 10(b) Defendants.” 

iii. The Director Defendants 

28. Defendant David Jessick (“Jessick”) has been a member of the Company’s Board 

of Directors since 2005.  He is the Chairman of the Company’s Audit Committee and a member 

of its Corporate Governance and Nominating Committee.  Jessick signed the Registration 

Statement filed with the SEC on or about December 30, 2009 and declared effective on January 

11, 2010. 
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29. Defendant Kenneth Schwenke (“Schwenke”) served as a member of the 

Company’s Board of Directors from 2006 through November 10, 2011.  He also served as 

President of the Company from November 14, 2011 until his resignation on June 30, 2013.  

Schwenke signed the Registration Statement filed with the SEC on or about December 30, 2009 

and declared effective on January 11, 2010.   

30. Defendant Clive Kahn (“Kahn”) has been a member of the Company’s Board of 

Directors since 2007.  He is a member of the Company’s Audit Committee as well as its 

Corporate Governance and Nominating Committee.  Kahn signed the Registration Statement 

filed with the SEC on or about December 30, 2009 and declared effective on January 11, 2010. 

31. Defendant John Gavin (“Gavin”) has been a member of the Company’s Board of 

Directors since 2007.  He is the Chairman of the Company’s Corporate Governance and 

Nominating Committee and a member of its Audit Committee.  Gavin signed the Registration 

Statement filed with the SEC on or about December 30, 2009 and declared effective on January 

11, 2010. 

32. Defendant Ronald McLaughlin (“McLaughlin”) has been a member of the 

Company’s Board of Directors since 2008.  He is a member of the Company’s Corporate 

Governance and Nominating Committee as well as its Human Resources and Compensation 

Committee.  McLaughlin signed the Registration Statement filed with the SEC on or about 

December 30, 2009 and declared effective on January 11, 2010. 

33. Defendant Michael Kooper (“Kooper”) has been a member of the Company’s 

Board of Directors since 2008.  He is a member of the Company’s Corporate Governance and 

Nominating Committee as well as its Human Resources and Compensation Committee.  Kooper 
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signed the Registration Statement filed with the SEC on or about December 30, 2009 and 

declared effective on January 11, 2010. 

34. Defendants Weiss, Jessick, Schwenke, Kahn, Gavin, McLaughlin and Kooper are 

collectively referred to hereinafter as the “Director Defendants.” 

iv. The Underwriter Defendants 

35. Defendant Credit Suisse Securities (USA) LLC (“Credit Suisse”) is a Delaware 

limited liability company with headquarters in New York, NY.  Credit Suisse operates as an 

investment bank in the United States.  Its businesses include securities underwriting, sales and 

trading, investment banking, private equity, alternative assets, financial advisory services, 

investment research, and asset management.  Credit Suisse served as a joint book-running 

manager for the Offering.  

36. Defendant Nomura Securities International, Inc. (“Nomura”), headquartered in 

New York, NY, operates businesses in four primary areas: fixed income, equities, investment 

banking, and asset management.  Nomura served as a joint book-running manager for the 

Offering. 

37. Credit Suisse and Nomura are referred to as the “Underwriter Defendants.”  As 

underwriters for the Offering, the Underwriter Defendants were responsible for ensuring the 

truthfulness and accuracy of the various statements contained in or incorporated by reference 

into the Offering Materials. 

IV. BACKGROUND AND NATURE OF THE FRAUD  

A. Overview of the Company 

38. During the Class Period, DFC Global provided alternative financial services to 

individuals that had traditionally been underserved by conventional financial and lending 

institutions.  DFC Global offered a variety of financial services, and reported that the Company’s 
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central business worldwide, including in the U.K., was issuing “unsecured consumer loans,” also 

referred to as payday loans. 

39. Payday loans are small loans that allow borrowers to bridge a short-term liquidity 

need.  The term “payday loan” derives from the fact that these loans have commonly been 

understood as coming due on the borrower’s next payday.  To ensure repayment, the borrower is 

often required to provide direct access to their checking account or write a check for the full 

balance in advance so that the lender can deposit the check when the loan comes due.  Other than 

in the U.K., borrowers are only permitted to extend a loan by repaying the prior loan in its 

entirety with the customer’s own funds and not with proceeds from another payday loan.  

Rollovers are prohibited in Canada and in most of the United States.   

40. The Company generated fees from payday loans in three principal ways.  First, 

the Company charged origination fees when it issued new loans.  Second, the Company charged 

significant interest rates even for loans paid off in the initial term of the loan.  For example, a 

typical payday loan in the U.K. costs as much as £25 for every £100 borrowed per month and 

carries an annual percentage interest rate (“APR”) of almost 400%, in comparison to the typical 

APR on credit cards ranging from about 12% to 30%. 

41. Finally, DFC Global generated a tremendous amount of revenue from the interest 

it charged when borrowers extended or “rolled over” existing loans in whole or in part.  When a 

borrower is not able to repay a loan that comes due, payday lenders in the U.K., unlike other 

countries in which the Company operates, “rolled over” or extended short term consumer loans.  

In order to roll over a loan, the borrower simply paid the finance charges, or the outstanding 

interest, and that was enough for the Company to keep the loan current.  The practice did not, 

however, reduce the amount that the borrower owed, and the overall effect of continuously 
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rolling over a loan was generally to increase the amount the borrower was in debt.  Defendants 

knew that the practice was unsustainable and exposed the Company to significant credit risk.   

42. Payday loans are not designed or intended for long term borrowing.  It has always 

been critical for payday lenders to conduct proper underwriting to ensure that borrowers are able 

to repay their loans within the short time frame allocated for repayment because the typical 

customer is often unemployed, underemployed or otherwise income-restrained.  These customers 

– often referred to as unbanked and under-banked individuals – typically fall into two 

demographics, known as ALICE (asset limited, income constrained and employed) and ARTI 

(asset rich, temporarily illiquid).  ALICE customers are generally struggling workers that are 

forced to hold more than one low-paying job in order to satisfy their monthly bills and living 

expenses.  ARTI customers, on the other hand, often fall within several income and wealth 

categories, but generally include temporarily unemployed individuals in need of short-term 

credit. 

43. In recent years and during the Class Period, the Company focused its growth 

efforts on its payday lending operations in the U.K.  DFC Global’s U.K. business, which 

operated under a number of names, including The Money Shop, Dollar Financial, Month End 

Money, and Payday Express Limited, generated an ever-increasing amount of revenue for the 

Company.  Specifically, in 2011, the Company derived 30% of its revenue, approximately 

$307.1 million, from its U.K. operations.  By 2013, this amount nearly doubled and the 

Company derived 50% of its revenue, or $559.7 million, from its U.K. operations.  As shown in 

the table below, during the Class Period, the Company derived as much as 65% of its revenue 

from payday loans generally: 
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Year Payday Loan Revenue % of Overall 

Revenue  

2011 $429.2 million 55% 

2012 $645.9 million 61% 

2013 $728.3 million 65% 

44. DFC Global distinguished itself from its competitors as a conservative lender and 

manager of risk.  Throughout the Class Period, the Company touted its “conservative approach to 

extending consumer credit,” its “very effective” credit analytics function and its ability to 

underwrite a customer’s ability to repay.  For example, defendant Weiss stated in a January 26, 

2012 earnings conference call that “[W]e like to get the money back, not only give it out.  So 

that’s always our most important consideration…We can underwrite to the ninth decimal point a 

customer’s ability to repay.”  The Company also consistently distinguished itself as “a leader for 

responsible behavior in the marketplace” and referred to its competitors as “irresponsible 

lenders” that would likely face difficulties in the future as regulatory scrutiny on the payday 

lending industry grew. 

45. The Company’s purported strict underwriting and risk management was a key 

factor relied on by investors as it reassured the market that DFC Global – unlike its competitors – 

was not exposed to irresponsibly originated, high risk loans, and that it had a sound payday loan 

portfolio that would withstand any tightening of regulatory standards.  For example, an October 

17, 2011 report from William Blair & Co. cited DFC Global’s historically “very strong credit 

risk management skills” and in an October 23, 2012 report, William Blair & Co. expressed 

doubts that regulatory changes in the U.K. would have a material impact on the Company 

because – unlike its competitors – DFC Global maintained “strong underwriting and 

sophisticated traditional collection practices.”  Even as regulatory scrutiny on the payday lending 

sector in the U.K. increased, analysts considered DFC Global to be a leader in conservative 
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practices.  Indeed, on January 25, 2013 Stephens, Inc. reported that, “we believe some lenders in 

the UK are not yet abiding by the [increased regulations]…, and that as a result, DLLR [DFC 

Global] has become more selective on loan approvals.” 

B. Regulations Governing DFC Global in the United Kingdom 

46. In the United Kingdom, payday lenders like DFC Global must comply with 

regulations pursuant to the Consumer Credit Act and guidance on irresponsible lending from the 

OFT (the Company’s primary U.K. regulator during the Class Period) to ensure that their 

underwriting and risk management practices are adequate to confirm that customers are able to 

repay their loans without undue hardship.  In addition to the Consumer Credit Act and the OFT, 

DFC Global is also subject to the purview of the Consumer Finance Association (the “CFA”), 

the leading industry trade association in the U.K., of which DFC Global is a charter member.  

Throughout the Class Period, DFC Global claimed that it met and exceeded all applicable 

regulatory guidance.  At all times during the Class Period, DFC Global’s ability to properly 

manage its credit risk, and its compliance with the Consumer Credit Act, OFT guidance, and 

CFA mandates relating to irresponsible lending, were key concerns for investors.  This is 

because without adhering to these guidelines, DFC Global risked incurring severe losses if 

borrowers to which it extended payday loans became delinquent and/or defaulted in large 

numbers.   

47. These standards and guidance include the OFT’s 2011 Irresponsible lending—

OFT guidance for creditors, in which it identified certain practices considered to constitute 

irresponsible lending, including (i) failing to establish and implement effective policies and 

procedures to assess affordability; (ii) failing to undertake a reasonable assessment of 

affordability; and (iii) encouraging borrowers to increase or roll over existing debt.  If the 

lenders’ assessment of affordability indicated that the borrower was unlikely to repay the loan in 
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a “suitable manner” over the term of the loan, the OFT stated that the loan should not be issued, 

and that it would be irresponsible to grant the loan.  The OFT guidance also specifically provided 

that borrowers can repay their loans in a “suitable manner” if the loans can be repaid “without 

undue difficulty — in particular without incurring or increasing problem indebtedness[;] over the 

life of the credit agreement.”   

48. However, regardless of whether the lending was deemed “irresponsible,” Section 

55B of the Consumer Credit Act required lenders to assess borrower creditworthiness based on 

sufficient information obtained from the borrower and a credit reference agency, if necessary, to 

ensure that the borrower could reasonably repay the loan.  Industry members were required to 

follow this guidance because Section 25(2B) of the Consumer Credit Act, which governs 

irresponsible lending, states in broad terms that whatever practices the OFT considered to be 

irresponsible lending were also considered “deceitful or oppressive or otherwise unfair or 

improper” business practices. 

49. Regulatory guidance in the U.K. instructs payday lenders that when a borrower is 

facing difficulty in repaying a loan, the lender must work with the borrower to develop a 

repayment plan that does not increase the indebtedness of the borrower.  The Company 

acknowledged this obligation in its 2011 and 2012 Forms 10-K filed with the SEC stating in 

substantially similar language that: “We also believe that it is our responsibility, and in the best 

interests of our company and our customers to provide our customers guidance on financial 

matters and education about our products and services.” 

50. During the Class Period, regulatory scrutiny on the U.K. payday lending steadily 

increased.  On February 24, 2012 the OFT announced that it would conduct an extensive review 

of 50 payday lenders operating in the United Kingdom – including DFC Global – to determine 
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whether they were issuing loans in compliance with the Consumer Credit Act and the OFT’s 

guidance on irresponsible lending, specifically investigating, among other predatory lending 

practices: (i) whether lenders conducted appropriate affordability checks prior to issuing a loan; 

and (ii) lenders’ practices of rolling over loans so that finance charges grew and loans became 

unaffordable.  DFC Global repeatedly and falsely assured investors that it was a responsible 

lender, did not engage in such practices, and that it would not be materially impacted by changes 

in regulations following the investigation.  On November 20, 2012, the OFT announced that it 

expected to warn the majority of the 50 payday lenders it inspected – including DFC – that they 

risked enforcement action if their lending practices were not improved in accordance with 

government regulations and guidance.  In fact, as set forth below, the OFT specifically warned 

DFC that it had to correct the manner in which it extended payday loans, including its credit 

assessments and its loan rollovers.  The results of the OFT’s investigation, discussed in more 

detail below, were made public in March 2013.   

51. On July 25, 2012, the CFA, the leading industry trade organization of which DFC 

Global is a charter member, issued its Lending Code for Small Cash Advances (“Lending 

Code”), which barred CFA members from rolling over a short term-loan more than three times, 

and limited the ability of industry members to continuously debit customer accounts.  The 

Lending Code went into effect on November 26, 2012.  Leading up to the November 26, 2012 

implementation date, the Company consistently represented that it was in compliance and 

intended to adhere to the Lending Code and OFT regulations, while contrasting its conservative 

lending practices with those of less responsible lenders.  For example, on an August 22, 2012 

earnings conference call, in response to a question about the regulatory environment in the 

United Kingdom, Defendant Underwood stated: 
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Our industry association has promulgated its code of ethics on behalf of its 

membership.  And we continue to look progressively towards the future of a more 

clarified environment in the UK, which I think will certainly benefit us and all 

responsible lenders.  And irresponsible lenders may have some difficulties in the 

future. Hopefully we’ll inure additional benefit to ourselves in the process. 

52. Defendant Underwood continued on an October 25, 2012 earnings conference 

call: 

The industry association members, including our Company, are in the process of 

fully implementing these guidelines and best practices for short-term cash 

advances, which we believe will balance the interest of our customers while 

maintaining the strong and competitive environment for the industry providers. 

53. However, in reality, as soon as the OFT announced its investigation of the U.K. 

payday lending sector, Defendants knew that its deficient lending and accounting practices 

would soon be revealed.  In April 2012, a mere two months after the OFT announced its 

investigation, the Company retained an investment banker to assist it in evaluating strategic 

alternatives, including a potential sale of the Company.  Knowing that the investigation and 

change in the regulatory landscape would uncover its deficient lending practices, require it to 

drastically change its rollover policy, and thus reveal the true credit risks in its payday loan 

portfolio, defendants had no choice but to explore a sale of the Company.  Defendants knew that 

a sale was the only escape route and, in order to complete such an acquisition, the Company 

maintained its fraudulent scheme in order to keep the Company’s stock price at inflated levels.  

C. DFC Global’s Payday Lending Practices Were Not Responsible 

54. Contrary to defendants’ public statements, DFC Global’s underwriting and risk 

management practices were not “conservative” or “responsible.” The Company also misled 

investors about critical metrics reported in DFC Global’s financial results, including its loan loss 

reserves and net income, in order to portray the Company’s payday loan portfolio as sound and 

profitable.  In reality, DFC Global carried on a practice of extending loans to borrowers 
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regardless of their ability to repay and routinely allowed borrowers who could not afford to repay 

their loans to roll over or extend their loans for a fee in order to avoid reporting defaults without 

any credit assessment.  Reporting increased defaults would have been a strong indicator to the 

market that the Company was not getting back money that it had lent, and that it was suffering 

significant credit losses.  

55. This improper practice enabled defendants to misstate critical financial metrics, 

including to: (i) understate the number of payday loans in default (another important metric for 

investors and analysts) and (ii) mislead investors about the Company’s loan loss reserves in 

violation of Generally Accepted Accounting Principles (“GAAP”).  As set forth below, 

numerous former DFC Global employees in the United Kingdom confirmed that the Company 

lent money without regard to a borrower’s ability to repay, encouraged borrowers to roll over or 

extend their loans to avoid placing loans in default at any cost, concealed the true number of 

aged loans in violation of GAAP, and failed to implement effective internal controls to track this 

critical data on a global basis. 

i. Defendants’ Underwriting Standards Were Not Conservative or Prudent 

56. Underwriting is the key process by which a financial institution determines a 

borrower’s creditworthiness.  Particularly for lenders like DFC Global, whose primary customers 

are unemployed, underemployed, or otherwise income restrained, implementing and adhering to 

strict underwriting standards is critical to protect against deteriorating credit quality and losses to 

the Company.   

57. Throughout the Class Period, defendants assured investors that its underwriting 

was strong and consistently distinguished the Company from other payday lenders that it claimed 

had less restrictive guidelines.  Defendants repeatedly represented to investors and analysts that 

the Company made “prudent,” “conservative,” and “responsible” underwriting decisions when 
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issuing loans.  In a January 24, 2013 earnings conference call, the Company assured investors 

that its underwriting was conservative and that its investments in credit analytics made the 

Company “good at getting the money back.”  Defendants also assured investors that the 

Company employed an “industry leading proprietary credit score model” when underwriting 

loans to ensure that borrowers would be able to repay in a timely manner and thereby limit the 

Company’s exposure to risky loans.   

58. In reality, DFC Global did not engage in responsible or conservative 

underwriting.  Numerous former employees that worked at the Company throughout the U.K. 

during the Class Period described a company that utterly failed at conducting affordability 

checks, and cared more about the quantity of loans being originated rather than the quality.  

According to Confidential Witness (“CW”) CW 1, who worked for The Money Shop and Dollar 

Financial in the United Kingdom from 2008 to 2012 as both a store supervisor and manager, and 

CW 2, who worked for Dollar Financial in the United Kingdom as a security debt advisor and in 

the anti-money laundering and fraud department from October 2007 through April 2013, the 

Company did nothing to determine whether a borrower had the ability to repay a loan, was 

borrowing money from elsewhere, or was working with a debt management company.
2
  CW 1 

did not recall a borrower ever being rejected for the potential inability to repay.    

59. CW 3, who worked as a sales representative at The Money Shop in the United 

Kingdom from July 2012 to April 2013, confirmed that the Company’s lending environment was 

very “lax” with little regard for the quality of loans originated.  The Company’s underwriting 

guidelines for its employees to implement were minimal, and loans were often approved without 

verifying a borrower’s income, according to CW 3.  The only requirements that The Money 

                                                 
2
 At Schedule B, Lead Plaintiffs provide the tenure and position of the former DFC Global 

employees cited throughout this Complaint as confidential witnesses. 
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Shop implemented was to ask for a check card, to show the customer had a bank account, and a 

job check, in which a Company employee would call the number provided by the customer and 

simply ask if someone by that name worked there, according to CW 1.   

60. According to CW 4, a customer service representative at The Money Shop from 

November 2010 through June 2012, there was no meaningful credit check performed and there 

was no criteria for how much a person had to earn as long as they were getting income.  CW 4 

also stated that The Money Shop extended loans to people who did not have regular income and 

to people receiving disability and other government benefits.  According to CW 5, who worked 

for various DFC Global business units in the U.K. from 2010 until May 2013, The Money Shop 

specifically targeted borrowers with bad credit, explaining that if a borrower did not meet the 

criteria at another payday lender, The Money Shop would get the customer’s information and 

call them to come in for a loan.  

61. Rather than uniform underwriting standards to enforce the Company’s purported 

strict underwriting standards, the majority of the assessment was left to the discretion of the 

individual customer service representative, according to CW 6, a former customer service 

representative at The Money Shop in the United Kingdom from September 2011 through August 

2012.  In fact, where a customer sales representative might request to see a bank statement, 

according to CW 7, a former senior manager in debt collection strategy at The Money Shop in 

the U.K. from June 2012 through June 2013, the staff did not check the content of the bank 

statement to assess creditworthiness or the ability to repay, but instead only confirmed that the 

borrower had a bank account that the Company could debit when the loan came due.  CW 2 

stated that loans were even issued, with management’s approval, to individuals who only 

presented a bus pass as identification.  When CW 2 protested this practice, management did not 
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take the concerns seriously and the Company did nothing more to verify the borrower’s claimed 

employment or check the accuracy of the represented income.   

62. Instead of implementing conservative underwriting and effective risk 

management – as DFC Global represented to investors – in reality, the Company’s overriding 

focus was on generating more loans.  DFC Global’s management uniformly enforced this 

mandate.  Management instructed employees to do whatever it took to get a loan.  CW 8, a 

former sales representative at The Money Shop in the U.K. from 2011 through mid-2013, 

recalled that if a customer said he or she did not need a loan, employees were expected to 

question and pressure the customer to take the loan; management would tell employees: “If that 

customer walks out without a loan, I want to know why.”  Similarly, according to CW 9, a 

former store manager at The Money Shop in the U.K. between August 2012 and December 2013, 

if the Company’s system rejected a borrower’s loan, DFC Global’s management would override 

the system nine times out of ten.  In fact, CW 9 recalled that customer service representatives 

“wouldn’t get in trouble for getting a bad loan; they would get more in trouble if they didn’t do a 

loan.”  Additionally, even though a borrower was sometimes required to show a bank statement 

that was current within the last three months, employees were told that managers would 

authorize the loan even if the bank statement was older than three months, and would even 

authorize employees to alter the date when entering the bank statement into the system so that 

the loan would be granted, according to CW 8. 

63. The Company’s policies also encouraged employees to target potential borrowers 

that he or she knew were likely to be in desperate need of cash.  CW 3 recalled that the 

marketing structure at The Money Shop encouraged sales representatives to target low-income 

borrowers, a practice specifically prohibited by the OFT and CFA prior to and during the Class 
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Period.  Indeed, CW 3 stated that “we were told to aim for the people who were less fortunate,” 

including specific demographics such as “single moms.”  CW 10, a former customer service 

representative and supervisor at The Money Shop in the U.K. from 2010 through March 2012, 

confirmed that the Company was targeting poor areas, and providing employees with targets of 

how many people employees should call or on how many doors they should knock. 

64. DFC Global implemented incentive structures that were crafted to motivate 

employees to grant as many loans as possible to generate fees for the Company and earn 

commissions – not to encourage strict underwriting.  According to CW 5, “There were always 

incentives for us to get more sales.”  CW 5 further stated that the actual amount of commission 

was based on how many loans a person made, such that whoever made the most loans each 

month was paid the most money.      

65. According to CW 9, customer service representatives had extremely high targets 

for selling loans and would cut corners time and time again because if they did not hit their 

targets, they would get reprimanded and possibly lose their jobs.  CW 9 recalled a national 

campaign to drive sales called the “Loan 100 Club,” in which the first 10 customer service 

representatives to get 50 customers in that month would receive £100 or £200. Weekly email 

updates were also circulated with the Company, reporting the ranking of each region, listing the 

number of loans made, and the target number.  The rankings were listed in a “lead table” on a 

spreadsheet and would be split up by store and region, showing who sold the most loans each 

month.  Employees were highly motivated by this table, checking it almost daily as they all 

wanted to be in first place to receive higher commissions.   

66. There was “enormous pressure” on stores to originate more loans because each 

store was “responsible for its own losses and revenues, and employees were incentivized on sales 
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as well as losses, so there was an incentive to sell more,” recalled CW 7.  This meant that while 

there was a tremendous incentive to originate more loans without concern for quality, there was 

equally as great of an incentive to encourage borrowers to roll over their loans so that the 

Company could avoid placing loans into default and taking a loss. 

67. Throughout the Class Period, the OFT specifically expressed concern about 

payday lending companies offering incentive compensation to its employees because such 

compensation provided volume-based incentives to focus on quantity without regard for quality.  

CW 12, a former account manager in debt recovery at Dollar Financial in the U.K. from March 

2011 through December 2013, recalled that when the Company knew that OFT was visiting store 

locations to conduct reviews, the Company hid all evidence of the incentive targets and how 

much employees would get in bonus payments, instructing employees not to mention it.   

68. The impact of not assessing borrowers’ ability to repay loans was that the 

Company was not able to recollect the money it had lent.  CW 13, a former debt recovery agent 

for Dollar Financial Group from August 2011 through August 2012, who called customers to 

remind them of an upcoming payment date, stated that while the Company might claim it 

assessed borrowers’ ability to pay, by the time loans came due, “no one was paying and no one 

could pay.” 

ii. Defendants Avoided Placing Loans in Default By Continually Rolling 

Over Loans 

69. Notwithstanding Defendants’ public statements about “very effective” and 

“conservative” risk management, the Company had a well-established internal policy and 

practice of pushing borrowers to repeatedly roll over loans.  Continuously rolling over or 

refinancing loans happened constantly, according to CW 3, and CW 14, a former customer sales 

advisor at The Money Shop from 2010 through 2012 in the U.K., called it a Company-wide 
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policy and practice.  This Company-wide policy was motivated by at least two factors.  First, the 

fees associated with rolling over a loan, and thereby counting that loan as a “new” loan, were a 

significant source of revenue for the Company and inflated the Company’s origination figures.  

Second, by keeping loans current, the Company could artificially delay expected defaults and 

disguise the need to increase its loan loss reserves and was able to keep its net income inflated as 

the serial rollovers generated more interest and fees.   

70. When a borrower needs to roll over a loan, it is typically a clear indicator that the 

borrower cannot afford to repay.  As a result, it is of even greater importance for a lender to 

assess a borrower’s ability to repay the loan prior to rolling it over because a borrower could end 

up paying more in interest than they initially owed in principal.  Indeed, the OFT has labeled the 

practice of “repeatedly refinancing (or ‘rolling over’) … in a way that is unsustainable or 

otherwise harmful” as an irresponsible lending practice.  As the OFT has stated, “a fresh 

affordability assessment ought to be conducted each time a rollover is granted – the fact that the 

customer is seeking a rollover is new information which should prompt lenders to reassess.” 

71. As shown in the chart below, rolling over a loan substantially increases the 

amount that a borrower ultimately is required to repay as compared to the amount initially 

borrowed.   
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Source: OFT Payday Lending Compliance Review Final Report, March 2013  

 

Thus, lenders must consider whether a borrower can afford to repay both prior to issuing the loan 

and prior to rolling over the loan. 

72. In direct violation of OFT regulations and guidelines, DFC Global was doing 

anything but ensuring that borrowers could afford to repay their loans and not fall further into 
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debt.  Instead, DFC Global promoted the option of a rollover as a marketing tool, according to 

CW 10.  In further direct violation of OFT regulations and guidelines, no additional underwriting 

or affordability checks were done when a borrower rolled over a loan, according to CW 2 and 

CW 14.  CW 1 further stated that from 2008 to 2012, “customers were able to roll [a loan] over 

as many times as they wanted” and that “nothing was put in place to put a customer on a 

payment plan to help a customer out.”    

73. According to CW 4, there was no limit on rollovers.  In fact, according to CW 4, 

it was “quite [the] opposite.”  The Money Shop “encouraged [customers] to extend [loans] 

instead of paying them off.”  CW 4 further stated that the area manager would call to inquire 

what their extension percentage was and wanted employees to encourage borrowers to extend the 

loan.  According to CW 4, even when customers did not understand that they were overpaying 

when they kept extending the loan, The Money Shop employees were still pressured by the 

manager to give the customer a loan because they had to sign up so many people a day.  CW 4 

explained they had quotas to meet for rollovers because extensions were more profitable for the 

Company.  Similarly, according to CW 15, a customer service assistant at The Money Shop from 

March 2011 through March 2012, employees at The Money Shop “were encouraged to roll over 

[loans].”  CW 15 further explained that The Money Shop was doing rollovers all the time, stating 

“there were more extensions than paying off.”  CW 15 stated that there was no limit on the 

number of rollovers during CW 15’s tenure at the Company and that customers were rolling the 

loans over for long periods of time – some were rolled over more than 6 times.  According to 

CW 10 and CW 14 there was also a big push at the stores to call people who had loans coming 

due to encourage them to roll over their loans.  If employees were not able to get through to the 

customer, they would set up the rollover instead of a default without the customer’s permission 
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because management always preferred rollovers to defaults: “That’s all they wanted; that’s how 

they made their money,” recalled CW 10. 

74. Remarkably, in direct contrast to standard Company practice to encourage 

borrowers to roll over the loan or to take out another loan, when the OFT was visiting locations, 

management instructed employees to give borrowers a full refund without question, recalled CW 

12.  However, as soon as the OFT left, employees no longer gave borrowers a refund and 

origination and rollover targets were back in place. 

75. In even further direct contravention of governing guidelines, management 

thwarted attempts by employees to provide assistance to customers.  In CW 14’s tenure at The 

Money Shop, while there was no limit on how many times a loan could be rolled over, CW 14 

would try to explain to borrowers that they could choose to not roll over their loans and allow the 

loan to go into default, which would freeze the interest so the borrower would no longer need to 

pay the rollover charges and could work out a payment plan with the Company.  Management 

quashed CW 14’s attempts to inform customers of this option and CW 14 was reprimanded.   

76. According to CW 3, borrowers could also get a “part-pay extension,” a practice 

overseen by management, pursuant to which the borrower had to pay the full interest plus a 

nominal amount of the principal, as compared to a rollover where the borrower did not need to 

pay any of the principal.  While the guidelines required the nominal portion to be a minimum of 

ten pounds (£), CW 3 stated that the minimum guidelines were not enforced, and there were 

often exceptions made so that borrowers frequently paid as little as 5 pounds (£) for a part-pay 

extension.  CW 3 also said that a borrower was allowed to have as many part-pay extensions as 

possible. 
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77. The Company was so desperate to avoid reporting the true number of defaulted 

loans and credit risk that it even rolled over loans that had already gone into default.  In CW 14’s 

experience at The Money Shop, while a loan would be considered in default as soon as a 

payment was missed, if a customer asked for a rollover after the loan was in default, the store 

would call the debt center to have the loan be rolled over.  In its March 2013 report, the OFT 

specifically condemned this practice stating that “this should be prima facie evidence that the 

customer is in financial difficulties and the lending is unsustainable.” 

78. The number of loans and rollovers generated Company-wide was the focus of 

significant attention at the highest levels of the Company.  Management, including the Executive 

Defendants, closely monitored the Company’s performance and the number of loans originated 

and rolled over.  CW 16, former senior vice president and chief technology officer at DFC 

Global between November 2010 and November 2013, recalled that Defendants Weiss, 

Underwood, and Athas ran “Monthly Business Review” meetings at which the presidents and 

CEOs of each business unit, including the U.K. payday lending operations and the credit risk 

management group, discussed ongoing business trends.  During these Monthly Business 

Reviews, the Executive Defendants and other corporate executives discussed the Company’s 

financials, things that were being done to grow the lending business and challenges that the 

Company faced.  CW 16 personally frequently attended these meetings.  CW 16 recalled 

specifically that the Executive Defendants and other corporate executives specifically discussed 

loan rollovers and “how much [they] impacted the bottom line” of the Company.  According to 

CW 16, the Company also had the ability to access data from the Company’s operations 

throughout the U.K.  In advance of these monthly meetings, CW 16 recalled that the head of 

each business line provided a “Monthly Business Review” report, which provided the relevant 
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business metrics of the Company’s payday operations, including collections reports, customer 

service reports, and loan origination details.  CW 16 recalled specifically that rollovers were 

highlighted in these Monthly Business Review reports.  

79. Management also led conference calls three to four times a week with regional 

managers, directors of regional managers and store managers to discuss loan extensions and 

rollovers, according to CW 10.  On these calls, managers directed stores to push their employees 

to do more rollovers to generate higher profits, and senior management routinely joined these 

calls to express dissatisfaction with the revenues coming in from extensions and rollovers.  Since 

at least 80% of the Company’s customers rolled over their loans rather than paying in full, 

according to CW 9, the Company paid close attention to the number of rollovers as any decrease 

would lead to a decrease in the Company’s revenue. 

80. Indeed, as noted above, the fees generated by the Company’s rollover policy were 

tremendous.  According to CW 10, rollovers were a huge source of revenue, generating at least 

60% of total payday lending revenue for the Company.  In its March 2013 Payday Lending 

Compliance Review Final Report of the 50 largest payday lenders in the U.K., including DFC 

Global, discussed in more detail below, the OFT found that in the United Kingdom, 28% of 

loans “are rolled over or refinanced at least once, providing 50 percent of lenders’ revenues” and 

“19 per cent of revenue comes from the five percent of loans which are rolled over or refinanced 

four or more times.”   

iii. Defendants Failed to Adequately Monitor the Loans That Were Made 

81. During the Class Period, defendants repeatedly represented that the Company had 

instituted a credit analytics function that effectively managed risk in its consumer loan activities, 

and the Executive Defendants certified in quarterly and annual SEC filings that the Company had 

instituted adequate internal controls.  Furthermore, on a January 26, 2012 earnings conference 
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call, Defendant Weiss described the Company’s “global credit organization” that was responsible 

for “monitoring global customer loan and collections performance” and that “continually revises 

its lending criteria and customer scoring models based on the most recent customer and 

economic trends and has the ultimate ability to implement changes to country point of sale 

systems very quickly, if necessary, based on updated credit scoring models and related customer 

loan limitations.” 

82. The Company affirmed its effective risk management practices in its Forms 10-Q 

throughout the entire Class Period: 

The Company has instituted control mechanisms and a credit analytics 

function that have been very effective in managing risk in its consumer loan 

activities. Collection activities are also an important aspect of the Company’s 

operations, particularly with respect to its consumer loan products due to the 

relatively high incidence of unpaid balances beyond stated terms. The 

Company operates centralized collection centers to coordinate a consistent 

approach to customer service and collections in each of its markets. The 

Company’s risk control mechanisms include, among others, the daily 

monitoring of initial return rates with respect to payments made on its 

consumer loan portfolio. 

83. However, in response to SEC challenges to the Company’s failure to disclose the 

percentage of loans that were “rolled over, extended, renewed or paid and replaced by a new 

payday loan,” Defendant Athas admitted on behalf of the Company in a March 19, 2012 letter to 

the SEC that that the Company did not have the ability to track this critical data consistently on a 

global basis.  Notwithstanding its inability, the Company continued to mislead the investing 

public about its ability to track loans and to ensure borrowers would repay.  Despite the 

Company’s public statements that it monitored the quality of the loans that were on its books 

through a group comprised of “experienced and highly educated individuals in fields such as 

finance, statistics and economics,” CW 3 said with “100 percent” certainty that they did not 

monitor the loans in that way. 
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84. In reality, the Company utterly failed to effectively manage its risk by not 

analyzing rollovers or extensions on a global basis and taking them into account when extending 

credit or (as discussed below) setting the Company’s loan loss reserves.  CW 1 and CW 14 

confirmed that there was no global tracking of loans and were only aware of so-called monthly 

“audits” at the store during which each customer’s personal information (i.e., their address) was 

updated.  CW 1 added that this had “nothing to do with the tracking of the quality of the loans [at 

the store level], if we over-lent, lent to the wrong person, or lent to someone who was actually in 

debt management at the time.  There was nothing in place for monitoring the quality of the 

loans.”  CW 3 similarly confirmed that the Company did not monitor or discuss loan quality.  

For instance, CW 3 stated that there were daily calls between area managers and sales managers 

during which various topics were discussed, including revenue from various types of 

transactions, the number of loans that went into collection, and the number of loans that went 

into default, but the quality of the loans was a topic that was intentionally avoid.  As CW 3 

stated: “they wouldn’t even touch [loan quality].”  

iv. Defendants Manipulated the Company’s Loan Loss Reserves in Violation 

of GAAP 

85. Defendants’ practice of excluding rolled over loans from the Company’s loan loss 

reserves and failing to disclose the extent of the credit risk in its consumer loan portfolio violated 

fundamental principles of generally accepted accounting (“GAAP”), including Financial 

Accounting Standards No. 5, “Accounting for Contingencies” (“FAS 5”).  The specific 

provisions governing the accounting for the Company’s loan loss reserves are set forth below in 

Section VIII.  During the Class Period, DFC Global (i) extended loans to borrowers without 

conducting affordability assessments; (ii) compensated its employees based upon loan volume 

without regard to quality; (iii) improperly deferred default determinations by rolling over loans 
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and accounting for them as new, current originations; and (iv) concealed this wrongful aging 

practice from investors.  Remarkably, as discussed below, a senior former DFC Global executive 

confirms that the Company deliberately excluded information regarding the amount of rolled 

over loans from its loan loss reserve calculations.  Indeed, at the end of the Class Period, 

defendants effectively admitted that the Company never took into account the true credit risk of 

customers who rolled over their loans.  Once the Company was forced to limit the number of 

rollovers by new regulations at the end of 2012, the Company immediately began suffering 

greater numbers of losses and increased its reserves dramatically.  By not taking into 

consideration its (i) high-risk practices or (ii) the true credit risk inherent in its payday loan 

portfolio when accounting and reporting for the Company’s loan loss reserves during the Class 

Period, the Company was in violation of GAAP.   

86. Under GAAP, the Company is required to establish loan loss reserves for 

probable and estimable credit losses resulting from its borrowers defaulting on their obligations.  

In establishing this reserve, pursuant to SEC Staff Accounting Bulletin No. 102, “Selected Loan 

Loss Allowance Methodology and Documentation Issues” (“SAB 102”), the Company was 

required to take into account “all relevant internal and external facts that may affect loan 

collectability,” including trends in losses, economic and regulatory conditions and the 

Company’s underwriting standards.  GAAP requires that these reserves be established in order to 

present an accurate picture of the lender’s true financial position and in doing so, recognizes that 

lenders can reasonably predict the amount of losses that a loan portfolio will experience.  All 

other things being equal, a loan portfolio that is comprised of borrowers with riskier credit 

profiles will require a larger reserve to cover the cost of uncollectible debts.  Under GAAP, a 

provision for loan losses (i.e., an increase to the loan loss reserve) is recorded as an expense, 
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which reduces pre-tax earnings on a dollar-for-dollar basis and thus directly reduced DFC 

Global’s net income. 

87. The Company represented in its financial statements that its loan loss reserves 

were set in accordance with GAAP – in other words, that the amount of its loan loss reserves 

reflected the risk of loss inherent in its loan portfolio and that they considered this required factor 

in setting the reserve.  However, contrary to the Company’s representations that it complied with 

GAAP, the Company understated its loan loss reserves in order to inflate its income and to 

disguise the poorly underwritten and high-risk loans in its loan portfolio.  As an initial matter, the 

Company did not account for the fact that DFC originated a high volume of loans virtually 

without any underwriting.  Thus, DFC did not ensure that its borrowers would be able to repay 

their loans, nor did they gather the necessary information to evaluate the credit risk inherent in 

their loan portfolios. 

88. Even more critically, the Company did not properly account for loans the 

Company rolled over – i.e., loans that the borrower has already demonstrated an inability to 

repay.  Instead of placing such loans into default or distinguishing these loans in its financial 

disclosures (which DFC Global did not even have the ability to do), the Company rolled these 

loans over without any credit assessment and then treated them as new, current originations.  In 

doing so, the Company effectively wiped out the negative credit history associated with 

borrowers who had a demonstrated inability to repay their loans and did not, as GAAP and SAB 

102 requires, reserve for or otherwise disclose this critical factor “affect[ing] loan collectability.”  

This failure to account for or report the Company’s riskiest loans fundamentally distorted and 

understated the Company’s loan loss reserves and financial statements and rendered defendants’ 

claims to comply with GAAP materially false and misleading. 
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89. A former senior DFC employee confirmed that that the Company did not take 

rollovers into account when setting the Company’s reserves, and instead set loan loss reserves on 

the assumption that every rollover was a new, current loan origination.  CW 7 is the former 

senior manager in debt collection strategy at The Money Shop in the United Kingdom and was 

responsible for creating financial models that the Company used to predict loan losses.  Given 

the thousands of loans that DFC had in its loan portfolio, DFC relied upon financial models – as 

opposed to a loan-by-loan analysis – to calculate losses in its loan portfolio.  The Company 

turned a blind eye, however, to the effect that continuous rollovers would have on its loan loss 

reserves and financial results.  CW 7 reported that the Company’s models simply did not take 

into account the effect of rollovers on the Company’s loan loss reserves, stating “That’s what I 

didn’t like about it.”  According to CW 7, under the Company’s loan loss reserving policy – 

which existed prior to his tenure and never changed while he was with DFC – the Company 

reserved 25% of the loan’s value at the time or origination, regardless of the creditworthiness of 

any borrower or borrower demographic.  Notably, CW 7 further reported that the Company 

“never adjusted” its loan loss reserves as a loan was rolled over.  Thus, according to CW 7, the 

Company “absolutely never considered a rolled-over loan to be riskier than a new loan,” when 

reserving for loan losses.  Significantly, CW 7 said that this loan loss reserving policy came 

directly from senior management at the Company’s Berwyn, PA headquarters.  CW 7 explained 

that all strategy and policies in the U.K. operations were dictated by senior management in 

Berwyn, PA.  The U.K. businesses just implemented their orders.   

90. CW 7 also created a financial model in 2013 that was distributed to Jeff Wheetly, 

managing director of global strategy and Jeff Bray, managing director of emerging markets for 

DFC Global, who later became the president of DFC Global Online.  CW 7’s model calculated 
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that The Money Shop UK would suffer massive losses once the regulations tightened in the U.K. 

and the Company was forced to put loans into default that it had previously rolled over as a 

matter of course.  Specifically, CW 7’s financial model showed that approximately 33% of debt 

collection revenue would be uncollectable.  CW 7 recalled that there were at least six or seven 

high-level conference calls to discuss this model between December 2012 and May 2013.   

91. Further, in light of the undisclosed facts that (i) the Company granted rollovers 

without any credit assessments even though it was clear the borrower could not repay under the 

loan terms; (ii) the Company reported these rollovers as new originations; and (iii) the Company 

allowed a near-infinite number of rollovers of the same loans, the Company effectively did not 

allow most of its loans to go into default and be charged off, and the Company’s stated loan loss 

reserving policy violated GAAP.  Specifically, in its Form 10-K for 2012, the Company stated 

that “[o]ur loan loss reserve on Consumer Loans is based on our net charge-offs, typically 

expressed as a percentage of loan amounts originated for the last twelve months applied against 

the principal balance of outstanding loans.”  Because the Company manipulated both the charge-

offs and its loan origination amounts so that they did not reflect the true credit risk of the 

Company’s borrowers, this methodology did not comply with GAAP.  

92. Indeed, as discussed further below, after the Company responded to the OFT’s 

increasing regulatory scrutiny, implemented the CFA’s Lending Code (which forced the 

Company to cease its seriatim rollover policy and with which the Company had represented 

throughout the Class Period that it would easily comply), the Company was forced to 

dramatically increase its loan loss reserves as its borrowers predictably defaulted and thus report 

losses.  As the chart below shows, when the Company was forced to disclose the true state of 
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their loans given the increased regulatory scrutiny, the Company’s loan loss provision and loan 

loss reserve increased dramatically: 

 Reported Loan Loss 

Provision 

Reported Loan Loss 

Reserve (Current 

Loans) 

Consolidated Loan 

Loss Provision 

Expressed as a 

Percentage of Gross 

Consumer Lending  

2Q2011 $16.48 $11.40 16.6% 

3Q2011 $18.43 $13.40 18.3% 

4Q2011 $25.24 $14.90 18.4% 

1Q2012 $31.71 $16.60 20.2% 

2Q2012 $31.00 $18.50 19.7% 

3Q2012 $33.58 $22.90 20.6% 

4Q2012 $34.57 $19.80 20.8% 

1Q2013 $38.44 $19.20 21.5% 

2Q2013 $40.17 $21.40 21.2% 

3Q2013 $49.79 $34.40 27.4% 

4Q2013 $45.87 $39.70 25.7% 

1Q2014 $47.32 $45.90 27.8% 

2Q2014 $45.74 $45.60 30.6%
3
 

 

This also caused the Company to materially understate its net income. 

93. Despite knowing in July 2012 that by November 2012, pursuant to the CFA’s 

Lending Code, it would be forced to acknowledge the credit risk in its portfolio by reclassifying 

as delinquent any payday loans in its portfolio that had been rolled over more than three times, 

and would need to account for those loans in its loss reserves, DFC Global still refused to 

separately categorize these loans and continued to exclude them from its loan loss reserves for 

nearly a year before it no longer had a choice.  Accordingly, defendants failed to properly 

account for or disclose the Company’s reckless practices, and concealed known adverse facts and 

related losses while making untrue representations, assurances and financial disclosures in clear 

violation of GAAP. 

                                                 
3
 As described in footnote 9, this percentage excludes the benefit of a class action settlement that 

the Company entered into in the second quarter of 2014.  
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94. While Plaintiffs do not, at this time, have access to DFC Global’s internal records 

in order to allege the exact amounts by which the Company overstated its net income, 

understated its loan loss reserves, and misrepresented originations and the status of the loans in 

its portfolio, the changes in the Company’s financial results that were announced beginning in 

April 2013 and continuing through January 2014, as discussed below, evidence the approximate 

size of the Company’s misrepresentations of these metrics in magnitudes sufficient to show that 

the earlier representations were certainly materially false and misleading.   

D. The Results of the OFT’s Investigation Are Revealed 

95. As the Company continually reassured investors that its practices were the most 

conservative in the industry, the OFT announced in February 2012 that it would conduct an 

extensive review of 50 payday lenders operating in the U.K. – including DFC Global – to 

determine whether they were issuing loans in compliance with the Consumer Credit Act and the 

OFT’s guidance on irresponsible lending.  The specific focus of the OFT’s investigation was on 

predatory lending practices, including lenders’ loan origination practices.  The investigation 

looked at whether payday lenders conducted appropriate affordability checks prior to issuing a 

loan and lenders’ practices of rolling over loans such that finance charges increased and loan 

became unaffordable.  On November 20, 2012, the OFT announced that it expected to warn the 

majority of the 50 payday lenders that it inspected, including DFC Global, that they risked 

enforcement action if their lending practices were not improved in accordance with government 

regulations and guidance. 

96. After months of investigating payday lenders, on March 6, 2013, the OFT 

announced the results of its investigation, confirming the reports of numerous former DFC 

Global employees, as to the true state of the practices in place at the Company.  The OFT 

reported that it found within the U.K. payday lending industry “evidence of widespread 
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irresponsible lending [by the leading 50 payday lenders, including DFC Global] and failure to 

comply with the standards required of them.”  The OFT described the issues as “deep rooted” 

and “found evidence of problems throughout the lifecycle of payday loans, from advertising to 

debt collection, and across the sector, including by leading lenders that are members of 

established trade associations.”  According to the press release, one particular area of non-

compliance included “lenders failing to conduct adequate assessments of affordability before 

lending or before rolling over loans,” in violation of OFT guidance.  Lenders over-emphasized 

speed and easy access to loans and relied too heavily on rolling over or refinancing loans, rather 

than repayment of principal.  The OFT stated that these factors “distort lenders’ incentives to 

carry out proper affordability assessments as to do so would risk losing business to competitors.”  

The OFT explained that this originate-to-rollover model encouraged practices where “[t]oo many 

people are given loans they cannot afford to repay and … payday lenders’ revenues are heavily 

reliant on those customers who fail to repay their original loan in full on time.”  According to 

OFT Chief Executive Clive Maxwell: “Payday lenders are earning up to half their revenue not 

from one-off loans, but from rolled over or re-financed deals where unexpected costs can rapidly 

mount up.” 

97. The OFT’s U.K. industry-wide findings included the following facts: 

a. approximately one-third of loans are repaid late or not at all;  

b. 28% of loans are rolled over or refinanced at least once, providing 50% of 

lenders’ revenues;  

c. 19% of revenue comes from the 5% of loans which are rolled over or 

refinanced four or more times;  

d. in 6% of cases, lenders were prepared to offer a loan immediately, without 

mentioning the need for any affordability assessment at all, as required by 

law; and 
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e. one-third of the lenders that the OFT examined proactively alerted customers 

to the opportunity to rollover a loan prior to the repayment date and 

deliberately encouraged borrowers to roll the loan over rather than repay. 

98. The OFT report revealed exactly the types of practices that DFC Global had been 

engaged in throughout the Class Period.  In fact, each of DFC Global’s subsidiaries operating in 

the U.K. received letters from the OFT identifying deficiencies in operations.  Specifically, in 

connection with the OFT’s investigation, the OFT issued letters of warning to DFC Global’s 

three business units that provide payday loans in the U.K. (The Money Shop, Payday Express 

and Month End Money) in March and April 2013, giving them 90 days to either implement 

changes or to be shut down.  The OFT’s letters raised serious issues with the Company’s 

management structure and operations relating to affordability assessments, rollovers, relending 

and forbearance, and both specifically and generally directed the Company to take “required 

actions” in these areas.  As the Company disclosed on an  August 22, 2013 conference call, these 

required action items “directly influence how we interact with the customers and require 

extensive documentation, self-monitoring, and the retention of an independent auditing process.”  

In explaining the Company’s purported response to the OFT’s warnings, President and COO 

Norm Miller stated that the Company had to undertake “extensive” work to revise its “customer 

marketing and talking points and developing self-monitoring and audit programs across our three 

business platforms.”   

E. The Company Was Not in Compliance With Tightened Regulations  

99. Defendants went to great lengths during the Class Period to assure the investing 

community that it was in compliance with governing regulations and was working diligently to 

maintain compliance in light of the changing regulatory landscape.  For example, Defendant 

Weiss stated during an August 22, 2012 conference call that “I continue to be pleased with the 

ongoing discussions between our industry associations and the regulatory authorities in the UK.  
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We continue to work to establish and implement guidelines and best practices for short-term 

loans that balance the interests of our customers[.]” 

100.  In reality, and as management knew, the Company was not in compliance with 

those regulations, and the governing bodies themselves had grave doubts that DFC Global could 

ever become compliant in light of its business practices.  Indeed, in February 2014, after meeting 

personally with Company representatives, the OFT informed DFC Global that it had serious 

concerns about the Company’s ability to meet the enhanced regulatory requirements 

implemented by the Financial Conduct Authority (“FCA”), which took over as industry regulator 

in the U.K. on April 1, 2014.  

101. CW 11, who was Head of Compliance for DFC Global’s online businesses in the 

U.K. from July 2013 to February 2014 and reported to Ken Fisher, who reported to former 

President and COO Norman Miller, oversaw the Company’s compliance with OFT regulations 

and was highly involved in the transition of the Company’s online payday business to the new 

FCA regulatory regime.  According to CW 11, however, the Company never got in compliance 

with the OFT’s regulations, despite the Company’s purported assurance to the contrary.  Nor was 

it in compliance with what would become the new, governing FCA requirements.  

102. For instance, despite the self-imposed implementation of the three rollover limit 

by the CFA at the end of 2012, and the Company’s assurances that it was in compliance with that 

limit, according to CW 11, DFC Global did not adhere to that limit.  As Head of Compliance, 

CW 11 dealt directly with complaints coming in, and dealt with many complaints about 

excessive rollovers even after the rollover limit was imposed.  

103. CW 11 also stated that the Company knew by at least early to mid-2013 what the 

new FCA rules would be and the effect they would have on its business.  Among other things, 
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according to CW 11, DFC Global had known since early 2013 that its capacity to collect on 

defaulting loans would be massively reduced, which “would have a material impact on the 

bottom line because it would severely limit the amount companies like [DFC Global] could 

collect from defaulting customers.”  According to CW 11, defendants knew that strict adherence 

to the new FCA rules meant that DFC Global’s whole business model would be unsustainable.  

That business model included “lending to customers who obviously couldn’t afford” the loan, 

and then making a lot of money by doing rollovers and collecting the interest every month.   

104. Not surprisingly, Company management paid little attention to ensuring the 

changes required by the evolving regulatory environment were made, which ultimately led to 

CW 11’s departure.  CW 11 did not receive the necessary support from management to properly 

implement the changes needed and felt that the Company was merely “paying lip service” to 

compliance.  In reality, the Company continued to hide its practices, and continued to reassure 

the investing public that its underwriting practices were strong and prudent, that it had taken 

additional steps to become even more conservative in light of the new regulations, and that the 

new regulations would only impact its “less responsible” competitors. 

V. DEFENDANTS’ FALSE AND MISLEADING STATEMENTS 

105. Throughout the Class Period, defendants carried out a scheme to mislead the 

market about the purportedly selective and responsible nature of the Company’s payday lending 

business and attributed its low loan loss reserves to its conservative lending practices.  Even as 

regulatory scrutiny increased and the new regulations restricting the number of times that a 

borrower’s loan could be rolled over were announced and implemented, the Company repeatedly 

assured investors that its experience in the industry, its conservative lending practices, and 

effective credit analytics would prevent the regulations from having a material impact on the 

Company.  In regular press releases, conference calls and filings made with the SEC, defendants 
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made materially false and misleading statements and omissions concerning: (i) the Company’s 

“conservative” underwriting practices and “responsible” lending practices; (ii) the Company’s 

“effective” credit analytics; (iii) the payment status of the Company’s payday loans, including 

the number of current, past and delinquent due loans; (iv) the growth and revenue of the 

Company’s payday lending business; (v) the Company’s financial results, including its net 

income and loan loss reserves and compliance with GAAP; and (vi) the Company’s internal 

controls.  Defendants’ statements and omissions are set forth below, organized topically along 

with explanations for their falsity. 

A. False Statements Regarding DFC Global’s Conservative Underwriting and 

Responsible Lending Practices  

106. Throughout the Class Period, on a quarterly and annual basis in press releases, 

conference calls and filings made with the SEC, defendants regularly made statements about 

DFC Global’s “conservative approach” to underwriting, distinguished the Company from its 

competitors as a “responsible” lender, and reassured investors that its approach to extending 

credit was designed to “get the money back.” 

107. From the very start of the Class Period, defendants emphasized the Company’s 

strong and conservative underwriting practices.  On January 27, 2011, after the close of the 

market, the Company held a conference call for their second fiscal 2011 quarter.
4
  During that 

call, Defendant Weiss touted the Company’s “conservative” underwriting and attributed the 

Company’s loan loss reserve amount to these practices.  He stated: “The implementation of what 

we believe to be industry leading proprietary credit scoring model and our continued 

conservative approach to extending consumer credit in the midst of a still-weakened economy 

                                                 
4
 During the Class Period, the Company operated on a fiscal year that ended June 30; with the 

first fiscal quarter ended September 30; the second fiscal quarter ended December 31; and third 

quarter ended March 31. 
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resulted in a loan loss provision expressed as a percentage of growth consumer lender revenue of 

16.6%” – and amount that was in line with the prior quarter’s provision and the Company’s 

expectations.  Indeed, the Company was pleased with its “record” results for the quarter due, in 

large part, to its “conservative” lending practices. 

108. At an Investment Management and Specialty Conference hosted by Keefe, 

Bruyette & Woods, Inc. on June 7, 2011, defendants continued to portray the Company as an 

industry leader with the “best” underwriting and credit analytics.  In particular, Defendant Weiss 

stated: “We have, we think, the best analytics, underwriting and collection metrics in the 

industry.”  Defendant Underwood emphasized how the Company tightened its standards and 

became even “more selective” and “very conservative” during the great recession.  He 

specifically stated that the Company “undertook a conscious effort to our credit analytics group 

to become more selective in the loans we put out, not knowing exactly where the recession was 

going, probably less money on the table, and we’re pretty certain of that, but we feel a lot better 

about things having a very conservative approach during the recession until we saw what was 

going to ultimately happen.” 

109. At this June 7, 2011 Conference, Defendant Underwood echoed this “very 

conservative” approach, stating that the Company had undertaken “a conscious effort [in]… our 

credit analytics group to become more selective in the loans we put out, not knowing exactly 

where the recession was going…but we feel a lot better about things having a very conservative 

approach during the recession.”   

110. When questions began to arise in January 2012 regarding the potential effect of 

regulatory changes in the U.K. on the Company’s business, defendants continued to highlight 

DFC Global’s supposedly responsible underwriting and dominant position in the market.  On a 
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January 26, 2012 conference call to discuss the Company’s second quarter 2012 results, an 

analyst posed a question regarding the Company’s relationship with regulators.  In response, 

Defendant Weiss stated that “[s]ince essentially the inception of the company, we’ve recognized 

that we operate in markets in which there are regulatory concerns, and as a leader for responsible 

behavior in the marketplace, we have always endeavored to work cooperatively with the 

appropriate regulatory and other interested parties to ensure that our customers are treated fairly 

and properly and their needs are recognized.”  

111. On that same call, in response to an analyst’s question regarding its low loan loss 

provision, which was significantly lower than its competitors, Defendant Weiss stated that it was 

due to the Company’s superior credit analytics and underwriting.  Specifically, Defendant Weiss 

stated:  

Well, first we like to get the money back, not only to give it out.  So that’s always 

our most important consideration.  But I think it’s a combination of really many 

years of investment in credit analytics and the really superior work of our credit 

analytics group, which encompasses not only underwriting, but the ability to 

stratify our borrowers and make sure collections are effective.  Secondly, our 

decade of experience in storefront lending has provided us with a base of 

knowledge and experience that I think is relatively unique in this space. 

* * * 

We can underwrite to the ninth decimal point a customer’s ability to repay.  

We’re getting better at underwriting a customer’s willingness to repay.   

112. Throughout 2012, defendants continued to reassure the market that the Company 

was a responsible lender.  On an August 22, 2012 earnings conference call discussing the 

Company’s 2012 fiscal year end results, in response to an analyst’s question regarding the status 

of regulations in the U.K., Defendant Underwood explained that, as a responsible lender, DFC 

Global would benefit from the increased regulation: “Our industry association has promulgated 

its code of ethics on behalf of our membership.  And we continue to look progressively towards 
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the future of a more clarified environment in the UK, which I think will certainly benefit us and 

all responsible lenders.  And irresponsible lenders may have some difficulties in the future.  

Hopefully we’ll inure additional benefit to ourselves in the process.”  

113. On November 26, 2012, as discussed above, the CFA’s Lending Code went into 

effect, barring payday lenders in the U.K. from granting borrowers more than three rollovers.  It 

was at this time that, without disclosing the truth about its deficient lending practices, disclosure 

controls, and controls over financial reporting, the Company was forced to start bringing its 

practices up to regulatory standards.  Indeed, while the Company repeatedly discussed how it 

was tightening its underwriting standards during this time, it failed to disclose that its 

underwriting was essentially nonexistent prior to the OFT’s investigation and the implementation 

of the Lending Code’s new regulations, and thus misled investors regarding its true lending 

practices and the true state of its U.K. payday loan portfolio and related financial results.   

114. Specifically, on a January 24, 2013 conference call discussing the Company’s 

second quarter 2013 results, when asked to explain how DFC Global kept it losses lower than 

expected, Defendant Weiss touted the Company’s “more selective” approach to lending and its 

ability to assess borrowers’ creditworthiness:   

First we are more selective. Again, repeating what I said, no trick in giving the 

money out. I think we are more selective particularly in the UK, given the 

regulatory issues that we have discussed. I think we continue to improve in our 

ability to figure out how much to lend and to whom and how to collect from 

people who have difficulty making a full or partial repayment on time. But I think 

it’s part and parcel of our considered stance to the environment in the UK. 

115. Weiss further assured analysts on this call that any regulatory changes in the U.K. 

would have a minimal impact, if any, on the Company’s because it was already implementing 

purportedly responsible lending practices: 

What we have discovered is regulation is the friend of the responsible. ... We 

think that we are on the road to [a] situation in the UK where lots of small lenders 
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who simply lack the infrastructure or inclination to build the appropriate credit 

analytics and responsible collection apparatus will no longer be able to participate 

in the marketplace because relevant authorities will simply prevent it. 

116.  The statements discussed above were false and misleading because in reality, as 

confirmed by numerous former employees, the Company was: not “conservative” in its 

underwriting practices; far from “selective” in its lending practices and affordability 

assessments; and not a “leader for responsible” lending behavior.  In reality, the Company lent 

money with minimal underwriting and credit assessments, including when rolling over its loans.  

As discussed above, whatever minimal underwriting guidelines existed were not enforced, and 

former DFC Global employees confirm that employees were incentivized and pressured to skirt 

the guidelines and to originate and rollover loans without regard to quality.  Employees were also 

encouraged to target low-income borrowers and to market the option to roll over a loan rather 

than to repay in full in order to generate additional fees for the Company.  Instead of ensuring 

that the Company would be repaid the money it had lent, DFC Global’s deficient and 

irresponsible underwriting practices materially increased the Company’s credit risk, rather than 

mitigated it.  Defendants misled the market about these facts. 

117. The statement discussed above were also false and misleading because while 

touting the Company’s increased selectivity in underwriting loans in light of the United 

Kingdom regulatory changes, Defendant Weiss failed to disclose the true deficiency of its 

underwriting practices prior to being forced to change its practices as a result of the OFT and 

CFA regulations.  Further, contrary to the defendants’ statements that the Company complied 

with the U.K. trade association’s standards, the Company was not in fact in compliance with 

those standards, and continued to issue, extend and roll over loans in violation of the 

association’s standards and would violate OFT and CFA regulations.  Thus, investors were 
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misled about the Company’s true lending practices and the creditworthiness of the Company’s 

loans. 

B. False Statements Regarding the Company’s Effective Credit Analytics and 

Risk Management 

118. Throughout 2011, defendants repeatedly made false and misleading statements 

regarding the Company’s purportedly effective credit analytics, risk management and related 

financial results.  In its fiscal second quarter 2011 Form 10-Q filed with the SEC on February 9, 

2011, DFC Global described the Company’s “very effective” risk management practices as 

follows:  

The Company has instituted control mechanisms and a credit analytics function 

that have been very effective in managing risk in its consumer loan activities. 

Collection activities are also an important aspect of the Company’s operations, 

particularly with respect to its consumer loan products due to the relatively high 

incidence of unpaid balances beyond stated terms. The Company operates 

centralized collection centers to coordinate a consistent approach to customer 

service and collections in each of its markets. The Company’s risk control 

mechanisms include, among others, the daily monitoring of initial return rates 

with respect to payments made on its consumer loan portfolio. 

119. The Company’s 10-Qs, filed with the SEC on May 10, 2011; November 7, 2011; 

February 9, 2012; May 10, 2012; November 9, 2012; February 8, 2013; May 10, 2012; 

November 12, 2013; and February 10, 2014 contained substantially similar language as in ¶ 118.   

120. On an April 28, 2011 conference call discussing the Company’s fiscal third 

quarter 2011 results, Defendant Weiss highlighted the Company’s “effective” credit analytics. 

Specifically, in response to analyst questions regarding the Company’s loss rate, Defendant 

Weiss stated that “the longer we’re in business and the more data we collect, the better our credit 

analytics and the more effective our collections become.  So on our core businesses, we think we 

can make more by lending somewhat more because we are better able to analyze to whom we’re 

lending and how to get them to repay us.”   
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121. On August 29, 2011, the Company filed its annual report with the SEC on Form 

10-K (“2011 10-K”), which further described the Company’s “very effective” risk management 

practices as follows: 

Collection activities are...an important aspect of our global operations, 

particularly with respect to our unsecured short-term single-payment consumer 

loan products due to the number of unpaid balances beyond stated terms. We have 

instituted control mechanisms and a credit analytics function that have been very 

effective in managing risk in our unsecured consumer lending activities. We 

operate centralized collection centers to coordinate a consistent approach to 

customer service and collections in each of our markets. Our risk control 

mechanisms include, among others, the daily monitoring of initial return rates 

with respect to payments made on our unsecured short-term consumer loan 

portfolio… 

 

*  *  * 

The Company has instituted control mechanisms and a credit analytics function 

designed to manage risk in its consumer loan activities. Collection activities are 

also an important aspect of the Company’s operations, particularly with respect to 

its consumer loan products due to the relatively high incidence of unpaid balances 

beyond stated terms. The Company operates centralized collection centers to 

coordinate a consistent approach to customer service and collections in each of its 

markets. The Company’s risk control mechanisms include, among others, the 

daily monitoring of initial return rates with respect to payments made on its 

consumer loan portfolio. 

122. The Company’s 10-Ks filed with the SEC on August 29, 2012 and August 29, 

2013 contained similar language as that in ¶ 121.  

123. Similarly, on an October 27, 2011 conference call discussing the Company’s first 

quarter 2012 results, Defendant Weiss touted the Company’s credit analysis.  In response to 

analysts’ questions about how the Company would protect against losses as it was entering the 

risky internet lending business, Defendant Weiss emphasized that the Company had an 

established business of ensuring that loans were repaid, stating that the Company is “very good 

at doing the credit analysis and collection work that makes it a very good business for us.  And 
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we’ve spent a long, long time learning how to do it so that our losses do not eclipse our 

originations.” 

124. Throughout 2012, defendants continued to laud the Company’s credit analytics 

group.  On a January 26, 2012 conference call discussing the Company’s second quarter 2012 

results, Defendant Weiss described the Company’s strong risk management function, 

emphasizing the recent expansion “to include a Chief Risk Officer who is responsible for 

developing and managing the company’s enterprise risk management activities.  This individual 

is responsible for overseeing the global cross functional team charged with identifying and 

developing strategies to address potential events that may create uncertainty for our business 

while taking advantage of key opportunities.  The purview of this group includes credit loss 

monitoring[.]”  Weiss continued:   

Included in the enterprise risk management umbrella is our global credit 

organization based in Berwyn. This group, headed by the company’s Chief Credit 

Officer…is responsible for monitoring global customer loan and collections 

performance using real time lending and collections performance data. The global 

credit organization continually revises its lending criteria and customer scoring 

models based on the most recent customer and economic trends and has the 

ultimate ability to implement changes to country point of sale systems very 

quickly, if necessary, based on updated credit scoring models and related 

customer loan limitations.  

*  *  * 

We believe the investments in the company’s enterprise risk management and 

global credit organization will help us to increase our efficiency and mitigate 

risk[.] 

125. In the April 30, 2012 conference discussing the Company’s fiscal third quarter 

2012 results, Defendant Underwood assured analysts that the Company’s “conservative” lending 

practices and credit analytics supported the Company’s performance, stating: 

[O]ur vast investment in credit analytics folks, and we have them in several of our 

business units, as well as corporately, I think certainly has paid off for us many, 

many times over. And it not only helps out on the front end but it certainly helps 

Case 2:13-cv-06731-BMS   Document 41   Filed 07/21/14   Page 55 of 114



 

52 

out on the back end as we prioritize how to go about collection activities. So, I 

think we're happy being what we think is pretty conservative. It very well could 

be that we’d be leaving money on the table [by lowering underwriting 

standards]…But we think our performance is just fine with being as cautious as 

we are[.]  

126. Thereafter, on August 29, 2012, the Company filed its 2012 annual report with the 

SEC on Form 10-K (“2012 10-K”), which explained the process the Company used to determine 

its lending criteria, manage underwriting risk, and reduce credit losses in connection with 

financial reporting and related disclosures: 

We bear the entire risk of loss related to the unsecured short-term consumer loans 

that we originate. We manage our underwriting risk with respect to our unsecured 

loan portfolio on a global, as well as a business unit, basis. Our global credit 

group, which is comprised of experienced and highly educated individuals in 

academic fields such as finance, statistics and economics based at our global 

headquarters in Berwyn, Pennsylvania and is responsible for monitoring global 

customer loan and collections performance using real-time lending and 

collections performance data. In conjunction with local business unit expertise, 

our global credit group continually revises our lending criteria and customer 

scoring models based on current customer and economic trends, and has the 

ultimate ability to implement changes to business unit point-of-sale systems as 

necessary. 

 

*             *            * 

 

We have centralized facilities in the United Kingdom, Canada, the United States, 

Scandinavia and Poland to support our consumer lending activities in each of 

those countries. ... We believe that these centralized facilities have helped us both 

to improve our loan servicing significantly and to reduce credit losses on loans 

originated by us, and significantly enhances our ability to manage the compliance 

responsibilities related to our consumer lending operations in the markets in 

which we operate. We believe that our ongoing investment in, and organization-

wide focus on, our compliance practices provides us with a competitive advantage 

relative to many other companies in our industry. 

127. The Company’s 10-K filed with the SEC on August 29, 2013 contained 

substantially similar language as in ¶ 126. 

128. In an October 25, 2012 conference call discussing the Company’s fiscal first 

quarter earnings, Defendant Weiss responded to an analyst’s question regarding the Company’s 

Case 2:13-cv-06731-BMS   Document 41   Filed 07/21/14   Page 56 of 114



 

53 

ability to expand into new loan products by pointing to the Company’s extensive experience and 

“extremely good credit analytics” as reassurance.  Specifically, Defendant Weiss stated: “I think 

we believe that we can construct products based on our many decades experience both with 

servicing this consumer and with having, we think extremely good credit analytics and collection 

abilities.”  

129. The statements above were materially false and misleading because these 

statements all were intended to, and did, give investors the impression that the Company’s 

“effective“ credit analytics adequately mitigated the Company’s “front end” and “back end” 

credit risk, when in fact the Company’s deficient lending and credit assessment practices 

materially increased the Company’s credit risk and related losses.  Indeed, as set forth above, 

rather than having “very effective” and “extremely good” credit analytics and a “very 

conservative” approach to lending money, the Company did not assess a borrower’s 

creditworthiness, and in fact encouraged borrowers in the U.K. to continuously roll over their 

loans when they were unable to pay them back (thus avoiding defaults), and then classified those 

loans as in “good standing.”  Moreover, the Company did not conduct further affordability 

assessments on loans that were rolled over.  The Company pressured and incentivized its 

employees to focus on originating quantity over quality and encouraged its employees to target 

vulnerable customers that were unlikely to be able to repay their loans on time.  These practices 

has a materially adverse impact on the Company’s financial results, which defendants concealed 

and misled investors throughout the class period. 

130. Furthermore, the statements discussed above regarding the Company’s global 

credit group were additionally false and misleading because, as confirmed by CW 1 and CW 3, 

the Company “100%” did not monitor loans as described in its 2012 and 2013 10-Ks.  
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131. These statements were also further false and misleading because, contrary to the 

Company’s representations that it had a strong credit analytics group that monitored the 

performance of loans originated, the Company did not aggregate and analyze problem loans that 

had been rolled over or extended as DFC Global admitted to the SEC in March 2012 (as 

discussed above).  Well into the class period in its public filings, the Company only obliquely 

acknowledged in its 2012 10-K that it did not track on a consolidated basis loans that had been 

rolled over, extended, or paid off and replaced with a new loan. 

132. Even still, the Company continued to mislead investors about its credit analytics 

and ability to manage credit losses.  Indeed, throughout 2013, despite growing concerns about 

the regulatory changes in the United Kingdom, defendants continued to reassure the market that 

its purportedly strong analytics function ensured that the Company would not be impacted by the 

changes.  On a January 24, 2013 conference call discussing the Company’s fiscal second quarter 

results, Defendant Weiss addressed the Company’s investments in credit analytics, stating that 

they allowed the Company to contain credit losses, as follows: 

The trick is getting the money back and we are pretty good at getting the money 

back. And that is because we make these upfront investments to ensure that we 

have the appropriate credit analytics. We have the appropriate customer 

acquisition as we have mentioned earlier and, as you pointed out, we are in 

advance of government relation, PR – community relations on any regulatory 

issues so that we hope to be and continue to be kind of the example of the 

responsible corporate citizen in providing these services to our customers. 

133. The statements described above were false and misleading because contrary to the 

Company’s claims of having “appropriate credit analytics,” undertaking responsible lending 

practices, and being in the forefront of government and community relations “on any regulatory 

issues,” the Company made minimal efforts to ensure that borrowers could repay a loan prior to 

issuing the loan or prior to rolling a loan over.  Indeed, as set forth in detail above, the Company 

did not assess a borrower’s creditworthiness, and in fact encouraged borrowers in the United 
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Kingdom to continuously roll over their loans when they were unable to pay them back 

(avoiding default thereby), and then classified those loans as in “good standing.”  Furthermore, 

the Company pressured and incentivized its employees to focus on originating quantity over 

quality and encouraged its employees to target vulnerable customers that were unlikely to be able 

to repay their loans on time.  The Company also failed to monitor the credit quality of its loans.  

These practices resulted in a misleading portrayal of the Company’s operations and financial 

results through the class period. 

C. False Statements Regarding the Payment Status of the Company’s Payday 

Loans 

134. Throughout the Class Period, the Company reported the payment status of its 

consumer payday loans, on a quarterly and annual basis in SEC filings, specifically stating the 

amount of loans that were (i) current; (ii) past due, including the length of time for which loans 

were past due and (iii) in default and charged off.  The financial metrics discussed below were 

misleading because they did not accurately reflect the state of the Company’s consumer loan 

portfolio as the Company failed to properly report the actual payment status for the loans it 

continuously rolled over when borrowers could not pay and the Company sought to avoid having 

to report the loans as past due or in default. 

135. In its SEC filings through the third quarter of 2012, the Company provided a 

breakdown of its payday lending portfolio (in millions) as follows: 
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 Current 1-30 

days 

past 

due 

30-59 

days 

past 

due 

60-90 

days 

past 

due 

Greater 

than 90 

days 

past 

due 

Total 

Past 

Due 

Total 

financing 

receivables 

Loans 

in 

Default, 

net of 

reserve 

Net 

Charge 

Offs of 

Consumer 

Loans 

2Q2011 $126.8 $11.1 $6.2 $4.9 $23.5 $45.7 $172.4 $12.0 $15.6 

3Q2011 $124.5 $10.6 $5.7 $5.6 $25.0 $46.9 $171.4 $10.7 $15.4 

4Q2011 $169.9 $17.2 $9.7 $6.6 $24.9 $58.4 $228.3 $13.8 $56.9
5
 

1Q2012 $182.3 $22.2 $13.1 $10.0 $27.3 $72.6 $254.9 $24.2 $21.2 

2Q2012 $200.2 $24.4 $13.6 $10.9 $34.3 $83.2 $283.4 $26.5 $21.2 

3Q2012 $195.9 $23.8 $13.5 $12.0 $41.1 $90.4 $286.3 $28.0 $27.3 

 

136. The financial metrics above were false and misleading because they materially 

misstated the actual payment status of the Company’s payday loans.  The Company categorized 

loans that were rolled over or extended as current, when in reality, those loans were aged beyond 

the age disclosed and essentially past due.  By categorizing rolled over or extended loans as 

current, the Company avoided classifying them as past due and disclosing the true attendant 

credit risks and losses. Furthermore, the Company failed to disclose that it improperly deferred 

determinations that its unsecured consumer payday loans were past due or in default by agreeing 

to rollovers, extensions or renewals for a fee, and as a consequence, the charge-offs for loans in 

default were misstated and misleading, and the receivables for defaulted loans were also 

misstated and misleading.  Moreover, the financial metrics were misleading because the 

Company had no justification to make these statements on a global basis because it lacked the 

ability to track performance on a global basis for loans that were rolled over.   

137. As the result of increased scrutiny from the SEC, in its 2012 10-K filed on August 

29, 2012, DFC Global provided a description of its policy in the United Kingdom, whereby it 

allowed borrowers to roll over loans, and stated that it considered these borrowers to be in good 

standing:  

                                                 
5
 The Company’s 2011 10-K reports net charge offs only a fiscal-year basis rather than on a 

quarterly basis. 
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We consider customers who have remained current in their obligations with us, 

whether by repaying their loans within the original terms or, where permitted by 

law, by rolling over or extending the terms of their loans upon payment of the 

outstanding fees, to be in good standing with us, and we will generally lend 

increasingly larger principal amounts to such repeat customers.  

138. Following this disclosure, in its SEC filings from the end of fiscal year 2012 

through the second fiscal quarter of 2014, the Company provided the following tabular 

breakdown of its payday lending portfolio (in millions): 

 Current 1-30 

days 

past 

due 

30-

59 

days 

past 

due 

60-90 

days 

past 

due 

Greater 

than 90 

days 

past 

due 

Total 

Past 

Due 

Total 

financing 

receivables 

Loans 

in 

Default, 

net of 

reserve 

Net 

Charge 

Offs of 

Consumer 

Loans 

4Q2012 $198.4 $25.7 $15.4 $11.7 $40.7 $93.5 $291.9 $29.6 $104
6
 

1Q2013 $215.4 $28.4 $16.7 $13.3 $48.6 $107.0 $322.4 $36.4 $35 

2Q2013 $233.3 $30.8 $19.3 $15.1 $68.4 $133.6 $366.9 $43.5 $19.5 

3Q2013 $223.1 $25.7 $13.8 $13.5 $50.2 $103.2 $326.3 $27.9 $46.5 

4Q 2013 $221.9 $27.1 $18.1 $14.2 $49.4 $108.8 $330.7 $31.2 $138.2
7
 

1Q2014 $232.4 $24.7 $18.0 $16.3 $65.1 $124.1 $356.5 $30.9 $33.6 

2Q2014 $242.1 $29.5 $17.9 $16.3 $70.9 $134.6 $376.7 $30.0 $38.3 

 

139. The financial metrics directly above for the fiscal year ended June 30, 2012 

through the Second Quarter of 2014 were false and misleading.  Though the Company in August 

2012 reported that borrowers in the U.K. could roll over loans and the Company considered 

those loans to be in good standing, the Company continued to mislead investors by failing to 

disclose that virtually no underwriting was conducted on the loans when they were first 

originated, and that there was essentially no effort at all to underwrite loans before they were 

rolled over.  The Company also failed to disclose that rolled over loans were loans that 

borrowers could not afford to repay, and therefore were not truly in “good standing.”  The 

                                                 
6
 The Company’s 2012 10-K reports net charge offs only a fiscal-year basis rather than on a 

quarterly basis. 
7
 The Company’s 2013 10-K reports net charge offs only a fiscal-year basis rather than on a 

quarterly basis. 
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Company categorized loans that were rolled over or extended as current, when in reality, those 

loans were aged beyond the age disclosed and essentially past due or in default.  By categorizing 

rolled over or extended loans as current, the Company avoided classifying them as past due and 

disclosing the true attendant credit risks and losses. Furthermore, the Company failed to disclose 

that it improperly deferred determinations that its unsecured consumer loans were in default by 

agreeing to rollovers, extensions or renewals for a fee, and as a consequence, the charge-offs for 

loans in default were misstated and misleading, and the receivables for defaulted loans were 

misstated and misleading.  Moreover, the financial metrics were misleading because the 

Company had no reasonable basis to make these statements on a global basis because it lacked 

the ability to track rolled over loan performance on a global basis.     

D. False Statements Regarding Loan Loss Reserve and Net Income  

140. Throughout the Class Period, on a quarterly and annual basis in SEC filings and 

press releases filed on Forms 8-K with the SEC, defendants reported the Company’s financial 

results, including net income and loan loss reserves.  The Company and the Executive 

Defendants certified the accuracy of these financial results and certified that the Company had 

presented these results in compliance with GAAP.  In each quarterly and annual SEC filing 

during the Class Period, the Company reported the following false and misleading financial 

results (in millions).  The chart below contains this information through the second quarter 2014:  
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 Reported Net 

Income 

Reported 

Loan Loss 

Provision 

Reported 

Loan Loss 

Reserve 

(Current 

Loans) 

Reported 

Loan Loss 

Reserve 

(Current and 

Non-

Performing 

Loans) 

Consolidated 

Loan Loss 

Provision 

Expressed as a 

Percentage of 

Gross 

Consumer 

Lending  

2Q2011 $20 $16.48 $11.40 $38.40 16.6% 

3Q2011 $15.70 $18.43 $13.40 $42.50 18.3% 

4Q2011 $17.90 $25.24 $14.90 $52.60 18.4% 

1Q2012 ($2.10) $31.71 $16.60 $59.10 20.2% 

2Q2012 $26.20 $31.00 $18.50 $68.80 19.7% 

3Q2012 $31.50 $33.58 $22.90 $77.70 20.6% 

4Q2012 ($3.30) $34.57 $19.80 $75.70 20.8% 

1Q2013 $8.60 $38.44 $19.20 $81.40 21.5% 

2Q2013 $19.70 $40.17 $21.40 $103.00 21.2% 

3Q2013 $10.50* $49.79 $34.40 $101.40 27.4% 

4Q2013 $7.40 $45.87 $39.70 $109.30 25.7% 

1Q2014 ($0.70) $47.32 $45.90 $129.20 27.8% 

2Q2014 $2.30 $45.74 $45.60 $139.10 30.6%
8
 

 
*excluding $46.90 million in one-time charges 

  

141. The Company also misleadingly described its accounting policies and how it 

incorporated its default loan metrics and disclosed its financial results.  As the Company 

explained in the summary of its significant accounting policies, loans are placed in default status 

if, on the maturity date of the loan, collection from the borrower’s bank is unsuccessful.  

Thereafter, the defaulted loan is included in the reserve for loan losses.  The Company’s Forms 

10-Q and 2011 10-K, 2012 10-K and 2013 10-K filed with the SEC during the Class Period 

describe the Company’s loan loss reserve policy in substantially similar language as follows:  

Company-Funded Consumer Loan Loss Reserves Policy 

The Company maintains a loan loss reserve for anticipated losses for consumer 

loans [that the Company directly originates.] To estimate the appropriate level of 

loan loss reserves, the Company considers known relevant internal and external 

factors that affect loan collectability, including the amount of outstanding loans 

owed to the Company, historical loans charged off, current collection patterns and 

                                                 
8
 As described in footnote 9, this percentage excludes the benefit of a class action settlement that 

the Company entered into in the second quarter of 2014. 
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current economic trends. The Company’s current loan loss reserve is based on its 

net charge-offs, typically expressed as a percentage of loan amounts originated for 

the last twelve months applied against the principal balance of outstanding loans 

that the Company makes directly. … 

Generally, when a loan is originated, the customer receives the cash proceeds in 

exchange for a post-dated check or a written authorization to initiate a charge to 

the customer’s bank account on the stated maturity date of the loan. If the check 

or the debit to the customer’s account is returned from the bank unpaid, the loan is 

placed in default status and an allowance for this defaulted loan receivable is 

established and is included in loan loss provision expense in the period that the 

loan is placed in default status. This reserve is reviewed monthly and any 

additional provision to the loan loss reserve as a result of historical loan 

performance, current collection patterns and current economic trends is included 

in loan loss provision expense.  If a loan remains in defaulted status for an 

extended period of time, typically 180 days, an allowance for the entire amount of 

the loan is recorded and the receivable is ultimately charged off. Recoveries on 

loans that were completely charged off are credited to the allowance when 

collected. 

142. The Company’s loss reserve policy described above, and its reported net income, 

loan loss provision, and loan loss reserve during the Class Period were each false and misleading 

because when calculating its loan loss reserve, the Company did not take into account the 

increased credit risk of its loans due to its deficient underwriting; the increased credit risk of 

continuously rolling over loans without conducting additional underwriting; or the true past due 

nature of the rolled over loans.  Instead, as reported by CW 7, the Company simply assigned 

25% of the loan’s value as reserves, without any regard to the “relevant internal and external 

factors” that affect loan collectability.  The Company also excluded from its calculation loans 

that had been repeatedly rolled over and that were past due and unlikely to be repaid.  Thus, the 

Company failed to properly consider the amount of outstanding loans owed to the Company, 

loans that had been charged off, current collection patterns and current economic trends.  These 

practices led the Company to materially understate its loan loss reserve and overstate its net 

income, reporting misleading financial results to investors. 
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143. While Plaintiffs cannot at this time, without access to DFC Global’s internal 

records, allege the precise amounts by which the Company overstated its net income, understated 

its loan loss reserves, and misrepresented its delinquent loans, the financial results that the 

Company was forced to announced beginning in the fiscal third quarter 2013 (as opposed to the 

Company’s earlier statements that it was in compliance with the OFT’s regulations and the 

CFA’s standards) show the substantial magnitude of the Company’s misrepresentations and 

demonstrate that the earlier representations were false and misleading and omitted to disclose the 

truth. 

144. After the issuance of the OFT’s report in March 2013, beginning with a pre-

announcement on April 1, 2013, and a formal earnings announcement on May 1, 2013, the 

Company reported that it had increased its consolidated loan loss provision by 29%, from 21.2% 

of gross consumer lending in the prior fiscal quarter to 27.4% in the quarter ended March 31, 

2013.  The Company also reported that its loan loss reserve for current loans had increased 

almost 61%, from $21.40 million to $34.40 million.  This increase to the loan loss reserve had a 

direct impact on the Company’s reported net income, which thereupon dropped from $19.70 

million to $10.50 million (excluding certain one-time charges).  The Company also reported that 

its net charge-offs had more than doubled to $46.5 million from $19.5 million. 

145. On August 22, 2013, after operating for a full fiscal quarter under the OFT 

regulations, the Company was again forced to keep its consolidated loan loss provision elevated 

at 25.7% of gross consumer lending, and reported that its loan loss reserve for current loans 

increased another 15%, from $34.40 million to $39.70 million.  The Company also reported that 

its net income remained depressed at $7.40 million.   
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146. On October 30, 2013, the Company reported its first fiscal quarter 2014 results, 

announcing an increase in its consolidated loan loss provision from 25.7% of gross consumer 

lending to 27.8% of gross consumer lending (an 8% increase).  The Company also announced 

another 16% increase in its loan loss reserve for current loans from $39.70 million to $45.90 

million.  The Company further experienced a decline in net income from $7.40 million to a loss 

of $0.70 million, and reported that its net charge offs remained elevated at $33.6 million.  

147. Finally, on January 30, 2014, in its fiscal second quarter 2014 results, the 

Company announced a further increase to its consolidated loan loss provision from 27.8% to 

30.6% of gross consumer lending, and its loan loss reserves for current loans remained at 

elevated at $45.60 million.   As a result, the Company’s net income stayed depressed at $2.30 

million. The Company also reported that its net charge off again increased from $33.6 million to 

$38.6 million (a 15% increase).  And just a few days after announcing these shocking 

developments in the Company’s business results, the Company further announced President and 

COO Norman Miller’s termination from the Company, which underscored to the market the 

significance of the amounts by which the Company had previously overstated its net income, 

understated its loan loss reserves, and misrepresented its delinquent and defaulted loans. 

E. False and Misleading Statements Regarding Internal Controls 

148. In the Company’s annual and quarterly filings during the Class Period, defendants 

Weiss, Underwood, and Athas provided materially false and misleading statements as to the 

adequacy of the Company’s internal controls.  In each of these filings, the Executive Defendants 

each falsely certified as to the effectiveness of the Company’s internal controls on financial 

reporting, that the Company’s financial statements were accurate, prepared in compliance with 

GAAP and fairly presented the Company’s financial condition certifying in pertinent part that: 
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The registrant’s other certifying officers and I…have:   

* * * 

Designed such internal controls over financial reporting, or caused such internal 

control over financial reporting to be designed under our supervision, to provide 

reasonable assurance regarding the reliability of financial reporting and the 

preparation of financial statements for external purposes in accordance with 

generally accepted accounting principles. 

149. These certifications were false and misleading when made because the Company 

did not aggregate and analyze the performance of the loans originated by the Company that were 

rolled over or extended in order to take them into account for the extension of new credit and 

setting loan loss reserves, and therefore was unable to disclose the true economic impact of the 

Company’s reckless practices.  Furthermore, in calculating its loan loss reserves, the Company 

did not take into account the true credit risk of the loans, which led the Company to materially 

overstate its net income and understate its loan loss reserves in violation of GAAP. 

VI. PARTIAL DISCLOSURES, FURTHER MISLEADING STATEMENTS, AND 

THE GRADUAL EMERGENCE OF THE FULL SCOPE OF THE FRAUD 

150. It was not until nearly the start of the fiscal 2013 third quarter that the Company 

was forced to start recognizing the true losses in its short term consumer loan portfolio due to the 

roll over limitations implemented by the CFA.  In light of defendants’ repeated statements 

throughout the Class Period falsely assuring investors that the Company was in compliance with 

the CFA’s Lending Code, that it applied conservative lending practices and had a strong credit 

analytics, these announcements shocked the market.   

151. On April 1, 2013, following the release of the OFT’s report of its findings from its 

investigation into payday lenders, the Company preannounced its fiscal third quarter 2013 results 

in a press release filed with the SEC on Form 8-K and a conference call.  In these disclosures, 

which raised concerns that the Company engaged in the improper lending practices described in 
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the OFT’s report, the Company surprised investors by reporting that its consolidated loan loss 

provision expressed as a percentage of gross consumer lending revenue was expected to spike to 

25% from 20.6% from the prior year period and 21.2% from the prior quarter – a more than 18% 

increase from the prior quarter.  This increased loss provision was driven by the Company’s U.K. 

performance, where it reported an expected loan loss rate of approximately 35% from 25% from 

the prior period, a 40% increase.  This increase to the loan loss provision had a direct impact on 

the Company’s reported net income, which thereupon declined from $19.7 million to $10.50 

million (excluding certain one-time charges).  The Company also reported that its net charge-offs 

had more than doubled from $19.5 million to $46.5 million.  As the Company explained, the 

implementation of the CFA’s roll over limit had caused a significant number of the loans it 

issued in the U.K. to become immediately due, leading to substantial loan defaults.  The 

Company also reported that it expected to cut its earnings per share for the fiscal year from $2.35 

to $2.45 to $1.70 to $1.80 per share, or by nearly 30%.   

152. The Company also indicated, in response to an analyst’s question, that the 

Company had heard from the OFT regarding the deficiencies in its U.K. operations.  

Specifically, Defendant Underwood stated that though he could not reveal details, “we have 

some pretty good viewpoint to some of the things that we should be working on and we have 

been working on those.”  Defendant Weiss also misleading responded to questions regarding the 

Company’s compliance with OFT guidelines, stating that its projected earnings decrease was in 

part due to “meeting and anticipating new guidance…all occasioned by our zeal to be ready for 

whatever guidelines the OFT actually did and will in the future provide.”  In response to this 

news, the Company’s stock price fell almost 22% from a close of $16.64 on March 28, 2013 to 

close at $13.04 on April 1, 2013 on heavy volume.   
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153. Notwithstanding this marked deterioration in the Company’s performance and in 

an effort to prevent an even steeper decline in the Company’s stock price, defendants Weiss and 

Underwood attempted to distinguish the Company as a responsible lender in the industry, 

reassure the market that these results did not reflect any deficient or improper lending practices 

and that the Company continued to implement conservative underwriting practices that complied 

with regulations.  For example, Defendant Weiss stated: “We remain confident that our proactive 

stance with respect to responsible regulation has positioned us well for the long-term as 

irresponsible lenders are eventually targeted by the OFT and removed from the UK 

marketplace.”   

154. On the same call, in response to an analyst’s questioning of what drove the 

Company’s guidance down, Defendant Weiss pointed at other lenders’ practices, citing “the 

absence of conformity to the three rollover limit by many players in the industry” as opposed to 

the Company’s own improper lending practices as the cause.  Weiss added: 
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We manage our losses to a level that we feel is appropriate for business economic 

reasons and to make sure that we are perceived and are seen as responsible 

lenders.  Meaning that we are making the intelligent decisions in terms of 

underwriting so that we are ensuring that we are lending to people who are 

capable of repaying us, which we think is an extremely important social and 

regulatory good so that we want to make sure that in this fluctuating environment 

we meet both of those goals. 

* * * 

[Y]ou guys heard me for the last eight or nine years say the same stupid thing, 

there is no trick in giving the money out, the trick is making sure you are lending 

to people who have the capacity to repay you. And we think that that is a 

differentiator in our philosophy of doing business. 

We seek to be responsible lenders and to lend to people who can repay us and 

make sure that we are mindful of their economic circumstance if they have any 

difficulty providing them with payment plans, et cetera. So we want to make sure 

that we do not lend to people who don’t have that capability. So that is an 

underwriting judgment. 

In the past that judgment was extremely reliable because we could rely on 

historical patterns.  The historical patterns are being disrupted now…So we are 

trying to suss out, and that will be over the next period of months, what others in 

the industry are doing from a competitive point of view.  And we are not going to 

compete on that basis.  We are going to stick to our philosophy of lending to 

people who we believe have the ability and willingness to pay us back. 

155. Nevertheless, analysts were still surprised by the news and the impact that the 

new regulations were having on the Company.  For example, in an April 1, 2013 report, Stephens 

Inc. noted that the effects of the regulatory transition were “more severe than anticipated” and on 

the same day Jefferies reported that it expected the Company to “continue to be under pressure 

through this regulatory transition period.” 

156. On May 1, 2013, the Company announced its fiscal third quarter 2013 financial 

results, affirming the results that had been preannounced in April.  In a press release filed with 

the SEC on Form 8-K and an earnings conference call, the Company reported that its 

consolidated loan loss provision, expressed as a percentage of gross consumer lending had 

actually risen to 27.4%, compared to 20.6% for the prior year period, largely as a result of higher 
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loan defaults in the United Kingdom caused by the recent implementation of the three loan roll 

over limitation.  Further, the consolidated loan loss provision for the Company’s U.K. operations 

had increased to 37% from 25% in fiscal second quarter 2013 — a 48% increase.  

157. The Company also confirmed that the Company’s three business units in the 

United Kingdom that provide payday and single payment loans, namely Payday UK, Payday 

Express and The Money Shop, had all received “action required” letters from the OFT regarding 

their improper lending practices in the areas of: affordability assessments, rollovers, advertising 

and marketing, pre-contact information and explanations, forbearance, debt collection, and other 

regulatory and compliance issues.   

158. Defendant Weiss discounted this news as merely a “bump in the road” and 

Defendant Underwood continued to misleadingly describe the Company’s lending practices 

during the regulatory transition period as responsible: “we continually adjust our processes and 

our qualifications based upon how each customer scored, so as we said earlier we’ve certainly 

tightened up on some of our credit analytics in terms of originations that we were processing and 

approving.  So, again, we’re driven largely by credit analytics and our scoring processes and our 

qualifying processes, and those get tweaked continually based upon how the originations are 

scoring from period to period.” 

159. The Company’s continued false and misleading statements regarding its 

responsible and tightening lending practices assuaged analysts’ concerns.  For example, on May 

3, 2013, William Blair reported that “[g]iven its long history working with highly regulated 

environments across geographies, we are confident that DFC will successfully implement the 

OFT’s required actions.”  Credit Suisse similarly reported on May 2, 2013 that “We believe that 
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management has been tightening credit standards in the UK, and this should drive better credit 

performance.” 

160. However, pressure continued to mount as regulatory changes in the U.K. forced 

the Company to further disclose the negative effects of implementing the OFT and CFA 

guidelines.  On August 22, 2013, the Company reported its earnings for fiscal year 2013 in a 

press release filed with the SEC on Form 8-K and on a conference call held the same day.  The 

Company announced that defaulting loans in the U.K. would continue to plague it for the 

foreseeable future, including at least through the first half of fiscal 2014, and that, as a result of 

its continued issues, would not provide earnings guidance.  The Company also reported that its 

consolidated loan loss provision expressed as a percentage of gross consumer lending revenue 

remained elevated at nearly 26%.  Analysts were surprised by the Company’s results, with Credit 

Suisse reporting on August 23 that the Company was “continuing to see the adverse effects of 

the changes in the UK regulatory environment…primarily due to the enforcement of the 3 

rollover limit (as competitors aren’t rolling over loans, driving up losses).” 

161. Further, according to COO Norm Miller, the Company was required to enact 

“extensive” changes in order to comply with the OFT’s orders to correct deficiencies in the areas 

of affordability, assessments, rollovers, and other regulatory compliance issues.  Defendant 

Underwood also announced that the Company expected to incur a recurring $10-$15 million of 

expenses every year for regulatory, legal, audit, and compliance-related costs.  In response to this 

news, the Company’s stock price fell nearly 29%, from a close of $15.90 on August 22 to $11.31 

on August 23.   

162. In an attempt to mitigate investor’s concerns and prevent a further stock price 

decline, the Company misleadingly stressed that it had tightened its lending criteria and was 
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proceeding cautiously.  Defendant Weiss stated: “And we’ve made a decision that we think that 

it is prudent to filter our applications more cautiously, given the change – what we think will be a 

change in the credit culture.  But we don’t know how that change is going to work out yet.  And 

again, as I said earlier on the call and I’ve said over the last 23 years, giving money out is not a 

particularly valuable skill.  The ability to work our customers to repay the loans we make is, I 

think, what differentiates us from many others.” 

163. Then on October 30, 2013, the Company announced its fiscal first quarter 2014 

results.  In a conference call held on the same date, the Company announced that as a result of 

higher loan defaults in the U.K., its loan loss provision expressed as a percentage of gross 

consumer lending revenue increased even further to 27.8%.  In announcing these results, 

Defendant Weiss also explained that the Company “implemented a number of regulatory-related 

changes” and “loan program modifications” to “address concerns voiced by the Office of Fair 

Trading, the OFT, in their responsible lending guidelines, which mostly pertain to loan 

disclosures, loan affordability assessments, loan extension limitations and collection practices.”  

However, Defendant Weiss presented the changes that the Company made as even more 

restrictive that the policies of its competitors, assuring investors that the Company had adopted a 

“conservative” interpretation of industry guidelines.  Defendants failed to disclose that the 

Company’s lending guidelines were essentially nonexistent prior to these changes and thus had 

to make such “extensive” changes to bring its lending practices up to regulation standards. 

164. Defendant Underwood further misleadingly assured the market that its losses in 

the United Kingdom were due to confusion around regulatory requirements and not due to any 

deficient underwriting, credit management or other improper lending practices and that, unlike 

its competitors, the Company was “reacting with conservatism and longevity of the business in 
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mind, as opposed to short-term earnings gains.”  He also stated that the Company continued “to 

believe that the stock is a bargain at today’s levels.”   

165. Analysts recognized that the Company’s weakened performance was due to its 

implementation of OFT and CFA regulations.  For example, on October 31, 2013, Stephens Inc. 

reported that “[t]hese changes have weighed on performance by increasing loss rates and 

operating costs while reducing loan originations and fees.”  However, at the same time, analysts 

also believed the Company’s statements regarding its strict underwriting.  Specifically, Jefferies 

reported on October 30, 2013 that “the UK market still remains dislocated as the company 

maintains stricter underwriting standards versus competitors who are not complying with the 

three rollover provision.  DLLR reiterated that it is willing to give up business in the near term to 

non-compliant lenders in order to thrive longer term in the UK market, although the pact of 

enforcement from the OFT remains unclear[.]” 

166. As the Company suffered from loan losses as a result of its inability to continue 

its improper lending practices, it also experienced severe liquidity problems.  On November 15, 

2013, in an effort to stave off some of these likely liquidity issues, the Company announced a 

private offering of senior notes to institutional investors.  Despite hopes that the offering would 

raise approximately $630 million, on November 22, 2013, just days after the offering was first 

announced, the Company reported that it could not draw sufficient investor interest in its debt 

and canceled the offering.  As a result of this news, the Company’s stock price dropped almost 

over 8% from $12.35 on November 22, 2013 to $11.31 on the next trading day, November 25, 

2013.  Analysts similarly viewed the offering’s cancellation as a negative sign.  For example, 

Credit Suisse reported on November 22, 2013 that it was “reducing estimates” to “account for 

the delay in refinancing.” 
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167. Through the end of the Class Period, the regulatory changes in the U.K. continued 

to drive down the price of the Company’s common stock, yet it failed to correlate its losses with 

its own reckless underwriting and rollover practices.  In a press release filed on Form 8-K with 

the SEC on January 30, 2014, and a conference call held on the same day to discuss the 

Company’s fiscal second quarter 2014 results, the Company announced its consolidated loan loss 

provision expressed as a percentage of gross consumer lending revenue increased even further to 

30.6%.
9
  The Company further disclosed that the decline in its total unsecured consumer lending 

was purportedly “due to the ongoing regulatory transition in the United Kingdom[.]”  This 

statement was false and misleading because while the implication of statement is that the 

Company’s consumer lending declined because it had tightened guidelines, in reality consumer 

lending declined because the Company could no longer continuously roll over loans, which 

caused a severe decline to the Company’s consumer loan fees.  

168. The market reacted strongly to this news and on January 31, the Company’s stock 

price fell nearly 29% from $10.57 to $7.52.  Analysts were shocked and began to downgrade the 

Company’s stock.  For example, Wells Fargo Securities reported on February 3, 2014 that it 

“remain[ed] concerned, due to the limited visibility [in the core U.K. market], that operations 

may deteriorate further in the U.K.” 

169. Defendants falsely blamed the Company’s poor financial results on the fact that 

regulatory guidance in the U.K. was not yet definitive and that its competitors were engaging in 

lending practices that DFC Global had stopped.  Defendant Weiss misleadingly stated that the 

                                                 
9
 In the same Form 8-K, the Company stated that its “consolidated loan loss provision benefited 

in the fiscal second quarter from the application of C$6.4 million of unused customer credits 

from an Ontario class action settlement against fully reserved consumer loan defaults; excluding 

this settlement, the consolidated loan loss provision would have been 30.6%.”  Through 

including the settlement, the Company reported a consolidated loan loss provision expressed as a 

percentage of gross consumer lending of 27.4%. 
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Company continued to “remain optimistic about the potential for [the UK market] in the long 

term.”  DFC Global again attempted to distinguish itself from competitors as having taken a 

more conservative approach to enforcing regulations and that because its competitors had not 

implemented the regulations, DFC Global was at a “competitive disadvantage.”  Defendant 

Weiss also attempted to blame the behavior of its borrowers for a significant portion of the huge 

defaults arising from the regulatory change: 

I think the customer was trained to believe that extension was the normal course 

of action, . . . is  a process; it is a process that only works if it is generally adhered 

to by all of the suppliers in the space; and right now, we don’t believe many of the 

suppliers have that as a business principle. 

Defendant Weiss notably failed to acknowledge that DFC Global itself had trained those same 

customers to expect that rollovers and extensions were a normal part of the process of receiving a 

payday loan. 

170. Within days of the Company’s January 30, 2014 earnings announcement, on the 

evening of February 3, 2014 after the markets were closed, the Company announced that its 

President and COO, Norm Miller, was resigning.  As the executive in charge of overseeing the 

implementation of the CFA and OFT regulations, Miller had been a central figure in the changes 

that the Company made in order to get in compliance.  His abrupt departure from the Company 

at a time when uncertainty was rising as to the Company’s stability shocked the market. On 

February 4, the Company’s price dropped even lower from $7.09 to $6.76, or 4.6%.  

171. In sum, from the time that the Company was forced to begin disclosing the effects 

of the regulatory changes on its business in April 2013, the Company’s shares declined from 

$20.07 per shares at the start of the Class Period to close at only $6.76 on February 4, 2014 – 

reflecting a shocking decline of $13.31 per share, or over 66%.   
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VII. POST-CLASS PERIOD EVENTS 

172. Notwithstanding defendants’ repeated Class Period misrepresentations that the 

U.K.’s increased regulations would leave the Company in a stronger position with a greater 

market share, in reality, the Company could not operate as an independent entity under the 

tightened regulatory regime.    

173. On April 1, 2014, the FCA took control over payday lending in the U.K.  On 

April 2, 2014, following another quarter of mounting losses in the Company’s U.K. operations, 

the Company pre-announced a massive 85%-88% earnings guidance reduction.  On that same 

day, the Company announced that it had entered into an Agreement and Plan of Merger (the 

“Merger”) with Lone Star Funds, a private equity company, to take DFC Global private.  Under 

the terms of the Merger, DFC Global shareholders would receive $9.50 in cash per share of 

common stock.   

174. The Company also disclosed that the Executive Defendants would receive a 

tremendous personal benefit from the acquisition.  Specifically, pursuant to the change-in-control 

arrangements in their compensation agreements with the Company, defendant Weiss is expected 

to receive in excess of $2 million and defendant Underwood is expected to receive $552,769 

resulting from the cash-out of all options (whether vested or unvested) in the Merger and the 

conversion of all unvested restricted stock units into the right to receive merger consideration.  In 

addition, as a result of the Merger, defendant Weiss will receive a capstone award and 

incremental capstone award, which is valued at $6,243,403 million.  

175. On May 1, 2014 the Company issued a definitive proxy statement soliciting 

shareholders for their votes in favor of the merger (“Merger Proxy”).  The Merger Proxy 

disclosed that the Company’s Board of Directors had recommended that shareholders vote in 

favor of the merger because, among other reasons, the Company’s stock price was expected to 
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decline further in light of the poor financial results for the fiscal quarter ended March 31, 2014 

and the reduced guidance for the 2014 fiscal year.  In addition, the Board anticipated that the 

Company’s stock would decline further as a result of the “evolving regulatory landscape in the 

United Kingdom…and the transition to a new regulatory environment….by the Financial 

Conduct Authority, which became the new principal regulator of our consumer credit sector 

effective April 1, 2014.”  The Merger Proxy stated that a further significant danger to the 

Company’s stock price was the Company’s need to recruit personnel for key management 

positions in light of President and COO Norm Miller’s departure and Defendant Weiss’s request 

that the Company commence a search for a new CEO.   

176. On May 27, 2014, the Company issued further disclosures in connection with the 

Merger, stating that “[a]bsent the proposed transaction, the Board strongly believes the 

Company’s stock price would currently trade substantially lower.” 

177. The Merger was approved by shareholders on June 6, 2014 and consummated on 

June 13, 2014. 

178. Analysts viewed the Merger as the Company’s only viable escape route, given the 

Company’s apparent inability to operate under the new regulations.  Wells Fargo noted in an 

April 2, 2014 report that “[t]his agreement comes as DLLR continues to see declining operating 

performance in the U.K. business.  We believe that the key decision for this agreement to be 

reached was the continued deterioration in operating performance[.]”  JMP Securities likewise 

viewed the Merger as the result of the Company’s struggles to comply with regulations in the 

U.K., reporting that the “announcement that DFC will be acquired by Lone Star Funds is not a 

complete surprise in hindsight.  With near-term headwinds in the UK still on the horizon as the 

company adapts to new payday lending rules, and no clear time frame set for how long it will 
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take for a competitive shake out to play out, it is understandable that management would desire 

to operate as a private entity.”   

179. The Merger was particularly urgent for the Company because of the additional 

regulatory changes imminent in the U.K.  It was also clear to the market that the Company would 

not be able to survive the implementation of even stricter regulations as a public company.  In an 

April 3, 2014 report, William Blair reported that “[i]t appears to us that the regulatory 

environment in the United Kingdom may be even more challenging that we previously thought” 

and that given the “high level of uncertainty in the U.K. market at this time” the Merger was a 

good option for DFC Global.  On June 13, 2014, DFC Global announced that its acquisition by 

Lone Star had been completed. 

180. On July 1, 2014 the FCA’s new regulations went into effect which, among other 

things, banned lenders from rolling over a loan more than twice, a regulation that DFC Global 

was not in a position to meet.  

VIII. RELEVANT GAAP AND ACCOUNTING PROVISIONS 

181. Generally Accepted Accounting Principles (“GAAP”) refers to the framework of 

guidelines for financial accounting and reporting used by those who prepare financial statements.  

The SEC has the statutory authority to codify GAAP, and has delegated that authority to the 

Financial Standards Accounting Board (“FASB”).  SEC Regulation S-X states that financial 

statements filed with the SEC will be presumed to be misleading or inaccurate, despite footnote 

or other disclosures, if they are not prepared in compliance with GAAP.  SEC Regulation S-X 

requires that interim financial statements also comply with GAAP, although interim financial 

statements need not include disclosures that would be duplicative of disclosures accompanying 

the most recent annual financial statements.  SEC registrants are additionally required to 
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maintain sufficient systems of internal controls to ensure fair reporting in conformity with GAAP 

under SEC Financial Disclosure Rules.
10

 

182. GAAP provides a series of protocols relating to the establishment of  loan loss 

reserves.  Principal among these is the Statement of Financial Accounting Standards No. 5, 

“Accounting for Contingencies” (“FAS 5” or “ASC Topic 450”), which requires that estimated 

losses from uncollectible loans should be recorded in a reserve and as a charge to income when 

two criteria are met: (i) based on information available prior to the issuance of the financial 

statements, it is probable that the loans were impaired at the date of the financial statements, and 

(ii) the amount of the losses can be reasonably estimated. 

183. The first prong – probability of impairment – exists when, based on current 

information and events, it is probable that the entity will be unable to collect all amounts due 

(including both interest and principal payments) according to the contractual terms of the loan 

agreement, as set forth in Statement of Financial Accounting Standards No. 114, “Accounting by 

Creditors for Impairment of a Loan” (“FAS 114” or “ASC Topic 310”), which clarifies ASC 

Topic 450 specifically for loan losses. 

184. The second prong – reasonable estimation – exists when information available 

indicates that the estimated amount of loss is within a range of amounts, as set forth in Financial 

Accounting Standards Board (“FASB”) Interpretation No. 14 (“FIN 14” or “ASC Topic 450”).  

In other words, DFC Global was not permitted to delay a charge to the income statement and 

corresponding additional loan loss reserve until only a definite amount could be reasonably 

estimated, but instead was required to record such upon establishing a range of loss. 

                                                 
10

 The technical GAAP standards set forth herein are application to Plaintiffs’ Exchange Act 

claims and Securities Act claims. 
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185. In deciding the estimated amount of loss, SEC Staff Accounting Bulletin No. 102, 

“Selected Loan Loss Allowance Methodology and Documentation Issues” (“SAB 102”), 

provides that “[i]t is critical that loan loss allowance methodologies incorporate management’s 

current judgments about the credit quality of the loan portfolio through a disciplined and 

consistently applied process.”
11

  SAB 102 further provides that a loan loss allowance 

methodology should “[c]onsider all known relevant internal and external factors that may affect 

loan collectability…[and] be based on current and reliable data[.]”  “Factors that should be 

considered in developing loss measurements” include: 

a. Levels of and trends in delinquencies and impaired loans; 

b. Levels of and trends in charge-offs and recoveries; 

c. Trends in volume and terms of loans 

d. Effects of any changes in risk selection and underwriting standards, and other 

changes in lending policies, procedures and practices; 

 

e. Experience, ability, and debt of lending management and other relevant staff; 

 

f. National and local economic conditions;  

 

g. Industry conditions; and  

 

h. Effect of changes in credit concentrations. 

186. Where appropriate, a loss can even be recognized immediately after origination of 

the loan.  The American Institute of Certified Public Accountants’ Audit and Accounting Guide 

for Depository and Lending Institutions: Banks and Savings Institutions, Credit Unions, Finance 

Companies and Mortgage Companies” instructs: “if a faulty credit granting decision has been 

                                                 
11

 SAB 102 also approvingly cites SEC Financial Reporting Release 28 §401.9, “Accounting for Loan Losses by 

Registrants Engaged in Lending Activities” (“FRR 28”).  This principle states that “because the allowance for loan 

and lease losses and the related provision are key elements of financial statements of registrants engaged in lending 

activities, it is critical that those judgment[s] be exercised in a disciplined manner that is based on and reflective of 

adequate detailed analysis of the loan portfolio.” 
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made or loan credit review procedures are inadequately or overly aggressive…the loss should be 

recognized at the date of loan origination.” 

187. The Interagency Guidance on the Allowance for Loan and Lease Losses provides 

the following: 

[C]hanges in the level of the [loan loss reserve] should be directionally consistent 

with changes in the factors, taken as a whole, that evidence credit losses, keeping 

in mind the characteristics of an institution’s loan portfolio.  For example, if 

declining credit quality trends relevant to the types of loans in an institution’s 

portfolio are evident, the [loan loss reserve] level as a percentage of the portfolio 

should generally increase, barring unusual charge-off activity.  Similarly, if 

improving credit quality trends are evident the ALLL level as a percentage of the 

portfolio should generally decrease. 

IX. SUMMARY OF SCIENTER ALLEGATIONS 

188. Defendants DFC Global, Weiss, Underwood and Athas (defined above as the 

“Section 10(b) Defendants) acted with scienter throughout the Class Period in that each knew or 

recklessly disregarded that DFC Global’s publicly reported financial results and other statements 

issued during the Class Period were materially false and misleading.   

189. Among other things, the Section 10(b) Defendants knowingly or recklessly made 

materially false and misleading statements and omissions concerning: (i) the Company’s 

“conservative” underwriting practices and “responsible” lending practices; (ii) the Company’s 

“effective” credit analytics; (iii) the payment status of the Company’s payday loans, including 

the number of current, past due and delinquent due loans; (iv) the Company’s financial results, 

including its net income and loan loss reserves and compliance with GAAP; and (v) the 

Company’s internal controls.   

190. Defendants knew or recklessly disregarded that their statements were materially 

false and misleading.  In addition to the above, defendants’ scienter is demonstrated through the 

following summary: 
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191. First, the fact that the fraud concerned the Company’s core product and a key 

business area is strong evidence of scienter.  Specifically, unsecured consumer lending (i.e., 

payday loans) accounted for approximately 65%, 61%, and 55% of the Company’s revenues in 

fiscal years 2013, 2012, and 2011, respectfully.  In fiscal years 2012 and 2013, the Company 

generated total revenues from unsecured consumer loans of $645.9 million and $728.3 million, 

respectively.  The Company’s unsecured consumer lending business, bolstered by the various 

acquisitions that the Company made during the Class Period, drove the Company’s expansive 

growth and inflated stock prices during the relevant time period.  The Company’s unsecured 

consumer lending business in the U.K. constituted 50% of the Company’s overall unsecured 

consumer lending operations. Finally, the Company’s revenue from the fees generated by its 

endless grant of rollovers was responsible for a massive portion of the Company’s payday 

lending revenue.  The fact that the Company had deficient internal processes that impacted its 

primary product and business area supports a strong inference of the Section 10(b) Defendants’ 

scienter.    

192. Second, the ongoing and extensive investigation by the Company’s U.K. 

regulators is strong evidence of the Section 10(b) Defendants’ scienter.  In February 2012, the 

OFT announced it was undertaking an extensive investigation of payday lenders, including DFC, 

to determine whether DFC and the other lenders engaged in predatory lending practices.  Further, 

in March and April 2013, the OFT issued letters of warning to DFC Global’s U.K. payday 

lending operations, giving them 90 days to either implement changes or to be shut down.  It is 

not plausible that the Executive Defendants (much less DFC Global itself) were not aware (or 

were reckless in not being aware) of the facts regarding the Company’s lending and accounting 
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operations that were the subject of the OFT’s investigation and that directly contradicted the 

Section 10(b) Defendants’ public statements. 

193. Third, the immediacy and magnitude of the initial default determinations that the 

Company was forced to disclose after the new regulations took effect and the OFT announced 

the results of its investigation in March 2013 is further evidence of scienter.  As set forth above, 

the increased scrutiny of the payday lending industry targeted the very practices that the 

defendants had been concealing since the beginning of the Class Period.  The new regulators 

forced the Company’s hand and required it to almost immediately make stunning revelations 

about the credit quality of its loan portfolio.  

194. Fourth, the Executive Defendants were highly motivated to prop up the 

Company’s stock price and to maintain the illusion of DFC Global conservative business 

practices in order to sell the Company.  As early as April 2012, DFC Global management hired a 

global investment bank to seek out financial sponsors that might have an interest in acquiring the 

Company.  This was just two months after the OFT began its review of the payday lending 

industry in the U.K.  The proximity in timing between the announcement of the OFT’s 

investigation and the Company’s decision to seek an acquirer is highly suspicious and indicates 

that the defendants knew that their deficient lending and accounting practices were about to be 

basically exposed.  Then, when the Executive Defendants eventually successfully sold the 

Company in the sale that was announced in April 2014, they received enormous personal 

benefits (including over $8 million to Weiss, and over half a million dollars to Underwood), 

which would not have been possible without their scheme to inflate the Company’s stock price. 

195. Fifth, the sudden and suspicious departures of key Company executives are 

strongly indicative of scienter.  Defendant Schwenke, who was a former board member and 
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serving as President of the Company, abruptly stepped down from his position prior to the 

expiration of his employment agreement.  He was replaced by Norman Miller, who also abruptly 

resigned as President and COO just over six months later.  Tellingly, it was Mr. Miller who lead 

the charge of implementing the U.K. regulations, and in that capacity, met and worked closely 

with the OFT and was in a position to know and understand that the Company simply could not 

comply with the governing regulations without completely altering its business practices, despite 

repeated statements by the Section 10(b) Defendants to the contrary.  Indeed, not long after Mr. 

Miller resigned, the OFT informed DFC Global that it had “serious concerns” that the 

Company’s U.K. operations could ever be compliant with the regulatory requirements of the 

FCA.   

196. Sixth, the fact that the Company’s reckless approach to underwriting payday loans 

and the continuous rolling over of those loans was so constant and widespread, as confirmed by 

the testimony of plaintiffs’ numerous confidential witnesses set forth in more detail in Section 

IV.C above, further demonstrates scienter.  For instance, CW 8 explained the pressure that was 

placed on employees to generate new loans at all costs, with management telling employees: “If 

that customer walks out without a loan, I want to know why.”  Employees would be reprimanded 

for not issuing loans to potential customers.  And CW 9 recalled that customer service 

representatives “wouldn’t get in trouble for getting a bad loan; they would get more in trouble if 

they didn’t do a loan.”  Similarly, the Company had a well-established internal policy and 

practice of pushing borrowers to roll over their loans in order to avoid default.  Among other 

things, and as set forth more fully in Section IV.C, according to plaintiffs’ confidential sources, 

Company employees were instructed to contact borrowers repeatedly before their loans came due 

to encourage and assist them in rolling over those loans so that they would not be placed in 
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default.  CW 10 recalled: “That’s all they wanted; that’s how they made their money.”  

Furthermore, the Company’s policy of incentivizing its employees based on the number of loans 

originated (without regard to quality, also demonstrates scienter.  CW 11 referred to the 

compensation structure in this regard as “quite eye watering.”  

197. Seventh, Defendants Weiss, Underwood and Athas each regularly spoke publicly 

about the Company’s “prudent” and “conservative” approach to consumer lending, as well as its 

allegedly superb credit analytics function.  They also made statements about the Company’s 

compliance efforts with OFT regulations; at the same time that they were receiving letters and 

other warnings from the OFT regarding the inability of the Company to ever become compliant 

with regulations.  These types of public comments – through which defendants held themselves 

out as knowledgeable on these subjects – further support a strong inference of scienter, 

especially given these defendants’ knowledge of the Company’s internal control and operating 

deficiencies.  

198. Eighth, Company management, including defendants Weiss and Underwood, 

were personally involved in monitoring the number of payday loans and rollovers that the 

Company generated on a monthly basis in the U.K.  According to CW 16, these defendants, 

along with other Company management, participated in Monthly Business Reviews at which 

those topics were frequently discussed and focused upon.  Furthermore, Company management 

had the ability to access data from the Company’s U.K. payday lending business, and had access 

to reports that reflected detailed information about the number and status of outstanding payday 

loans, including whether those loans had been rolled over or the borrowers were behind on 

payments.   Management also held frequent conference calls with regional and store managers to 

Case 2:13-cv-06731-BMS   Document 41   Filed 07/21/14   Page 86 of 114



 

83 

discuss loan rollovers and extensions, during which they would direct managers to push their 

employees to do more rollovers.  These facts also support scienter.   

199. Ninth, it was the Company’s policy and practice, as set by the highest levels of 

management, to not take rollovers into account when setting the Company’s quarterly loan loss 

reserves.  CW 7, a former senior manager in debt collection strategy, stated that this directive 

came directly from senior management at the Company’s Berwyn, PA headquarters.  According 

to CW 7, senior management in Berwyn made all strategic and policy decisions for the U.K. 

businesses.  CW 7 also recalls several high-level conference calls during which a financial model 

that he created was discussed.  That model showed that tightening regulations would result in a 

substantial portion of the Company’s debt collection revenue to be uncollectible.  But Company 

management simply refused to institute financial models that took into account the effect of 

rollovers on the Company’s loan loss reserves.  The failure to take this critical measurement into 

account in setting the Company’s loan loss reserves and reporting the Company’s new income 

further demonstrates scienter. 

200. Tenth, according to Plaintiffs’ confidential sources, Company management knew 

that DFC Global’s payday lending business was not in compliance with OFT regulations after 

they were implemented, and that the Company could not be compliant with the new FCA rules.  

According to CW 11, who was Head of Compliance for DFC Global’s online business in the 

U.K., the Company also knew as of mid-2013 the dramatic effect that the new FCA rules would 

have on its business, to the point that its entire business model would become unsustainable. 

201. Finally, during the Class Period, defendants used the false and misleading 

information regarding DFC Global that defendants had issued to the market to raise over $130 

million in capital through a secondary offering of the Company’s common stock at $20.75 per 
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share.  Specifically, in April 2011, DFC Global closed the Offering, in which it sold 6,000,000 

shares of common stock, plus an additional 672,142 common shares subsequently issued for 

over-allotments.  The Offering yielded the Company net proceeds of approximately $130.1 

million.  The Company was able to reap the proceeds from the Offering as a result of the 

defendants’ positive assurances to the market that, among other things, it adequately monitored 

the creditworthiness of its borrowers and properly assessed whether its borrowers could repay 

their loans.  

X. LOSS CAUSATION/ECONOMIC LOSS 

202. During the Class Period, as alleged herein, defendants engaged in a scheme to 

deceive the market and in a course of conduct that operated as a fraud on Class Period purchasers 

of DFC Global securities.  This fraudulent course of conduct artificially inflated the price of DFC 

Global’s common stock during the Class Period.  When the truth later entered the market through 

piecemeal disclosures, the price of DFC Global common stock declined in statistically 

significant amounts as the artificial inflation dissipated over time. 

203. As a result of their purchases of DFC Global common stock during the Class 

Period at artificially inflated prices, Plaintiffs and other members of the Class suffered economic 

loss, i.e., damages under the federal securities laws, when subsequent disclosures removed the 

inflation from the price of the stock.  Had the full truth been disclosed to the market at or before 

the time of its ultimate disclosure, Plaintiffs would not have purchased the Company’s stock at 

the prices then being offered in the market.  In total, over the course of the Class Period, DFC 

Global’s stock price declined over 66%, from $20.07 per share on January 28, 2011 to a closing 

price of $6.76 on February 4, 2014. 

204. Defendants’ wrongful conduct, as alleged herein, directly and proximately caused 

Plaintiffs and the Class to suffer substantial losses.  As set forth above in Section VI, with the 
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Company’s releases from April 1, 2013 through the final disclosures on February 3, 2014, DFC 

Global’s stock price dropped from $16.64 to $6.76, a decline of over 59%. 

205. Specifically, on April 1, 2013, following the release of the OFT’s report of its 

findings from its investigation into payday lenders, the Company preannounced its fiscal third 

quarter 2013 results in a press release filed with the SEC on Form 8-K and through a conference 

call.  In these disclosures, the Company surprised investors by reporting that its consolidated 

loan loss provision expressed as a percentage of gross consumer lending revenue was expected to 

spike to 25% from 20.6% from the prior year period and 21.2% from the prior quarter.  This 

amounted to a more than 18% increase from the prior quarter and 21.4% increase from the prior 

year.  This increased loss provision was driven by the Company’s U.K. performance, where it 

reported an expected loan loss rate of approximately 35%, up from 25% for the prior period, a 

nearly 40% increase.  This increase to the loan loss provision had a direct impact on the 

Company’s reported net income, which thereupon dropped from $19.7 million to $10.50 million 

(excluding certain one-time charges).  The Company also reported that its net charge-offs had 

more than doubled from $19.5 million to $46.5 million.  As the Company explained, the 

implementation of the CFA’s roll over limit had caused a significant number of the loans it 

issued in the U.K. to become immediately due, leading to substantial loan defaults.  The 

Company also indicated, in response to an analyst’s question, that the Company had heard from 

the OFT regarding the deficiencies in its U.K. operations.  In response to this news, the 

Company’s stock price fell in a statistically significant amount by almost 22% from a close of 

$16.64 on March 28, 2013 to close at $13.04 on April 1, 2013.   

206. On August 22, 2013, the Company reported its earnings for fiscal year 2013 in a 

press release filed with the SEC on Form 8-K and on a conference call held the same day.  
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Norman Miller, DFC Global’s former Executive Vice President and Chief Operating Officer, 

said on the conference call that the Company was required to enact “extensive” changes in order 

to comply with the OFT’s orders to correct deficiencies in the areas of affordability, assessments, 

rollovers, and other regulatory compliance issues.  Defendant Underwood also announced that 

the Company expected to incur a recurring $10-$15 million of expenses every year for 

regulatory, legal, audit, and compliance-related costs.  In response to this news, the Company’s 

stock price fell in a statistically significant amount by nearly 29% from a close of $15.90 on 

August 22 to $11.31 on August 23.  

207. The Company’s stock price continued to fall as its higher loan losses and inability 

to continue its improper lending practices began to impact its liquidity position.  Despite hopes 

that an offering would raise approximately $630 million, on November 22, 2013, just days after 

the offering was first announced, the Company reported that it could not draw sufficient investor 

interest in its debt and canceled the offering.  As a result of this news, the Company’s stock price 

dropped in a statistically significant amount by over 8% from $12.35 on November 22, 2013 to 

$11.31 on the next trading day, November 25, 2013.   

208. On January 30, 2014, the Company filed a press release on Form 8-K and held a 

conference call after the close of the market to discuss the Company’s fiscal second quarter 2014 

results.  The Company announced that its consolidated loan loss provision expressed as a 

percentage of gross consumer lending revenue increased even further to 30.6%.  The market 

reacted strongly to this news, as the price of the Company’s stock fell on January 31, 2014, in a 

statistically significant amount by nearly 29% from a close of $10.57 on January 30, 2014 to 

$7.52 the following day.   
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209. Finally, within days of the Company’s January 30, 2014 earnings announcement, 

on the evening of February 3, 2014 after the markets were closed, the Company announced that 

its President and COO, Norman Miller, was resigning.  His abrupt departure from the Company 

at a time when uncertainty was rising as to the Company’s stability shocked the market. On 

February 4, 2014, the Company’s stock price again dropped in a statistically significant amount 

from $7.09 to $6.76, or nearly 5%.  

210. The stock price declines, detailed above, were directly related to the disclosures 

that corrected over time defendants’ previously issued materially false and misleading statement 

and omissions.  Accordingly, the conduct of the defendants as alleged herein directly and 

proximately, caused damages to Plaintiffs and members of the Class. 

XI. CLASS ACTION ALLEGATIONS 

211. Plaintiffs bring this action as a class action pursuant to Rule 23 of the Federal 

Rules of Civil Procedure on behalf of all persons who purchased the common stock of DFC 

Global during the Class Period (the “Class”).  Excluded from the Class are defendants and their 

families, directors, and officers of DFC Global and their families and affiliates. 

212. The members of the Class are so numerous that joinder of all members is 

impracticable.  The disposition of their claims in a class action will provide substantial benefits 

to the parties and the Court.  DFC Global has approximately 38.6 million shares of common 

stock outstanding, owned by hundreds or thousands of investors. 

213. There is a well-defined community of interest in the questions of law and fact 

involved in this case.  Questions of law and fact common to the members of the Class which 

predominate over questions which may affect individual Class members include: 
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(a) Whether defendants violated the Exchange Act; 

(b) Whether defendants omitted and/or misrepresented material facts; 

(c) Whether defendants’ statements omitted material facts necessary in order to make 

the statements made, in light of the circumstances under which they were made, 

not misleading; 

(d) Whether defendants knew or recklessly disregarded that their statements and/or 

omissions were false and misleading; 

(e) Whether the price of DFC Global common stock was artificially inflated;  

(f) Whether defendants’ conduct caused the members of the Class to sustain 

damages;  

(g) The extent of damage sustained by Class members and the appropriate measure of 

damages; and  

(h) Whether defendants violated the Securities Act. 

214. Plaintiffs’ claims are typical of those of the Class because Plaintiffs and the Class 

sustained damages from defendants’ wrongful conduct. 

215. Plaintiffs will adequately protect the interests of the Class and have retained 

counsel experienced in class action securities litigation.  Plaintiffs have no interests which 

conflict with those of the Class. 

216. A class action is superior to other available methods for the fair and efficient 

adjudication of this controversy. 

XII. PRESUMPTION OF RELIANCE 

217. At all relevant times, the market for DFC Global’s common stock was an efficient 

market for the following reasons, among others:  
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(a) DFC Global stock met the requirements for listing, and was listed and actively 

traded on the NASDAQ Stock Market, a highly efficient and automated market; 

(b) As a regulated issuer, DFC Global filed periodic public reports with the SEC and 

NASDAQ; 

(c) DFC Global regularly and publicly communicated with investors via established 

market communication mechanisms, including through regular disseminations of 

press releases on the national circuits of major newswire services and through 

other wide-ranging public disclosures, such as communications with the financial 

press and other similar reporting services; and 

(d) DFC Global was followed by several securities analysts employed by major 

brokerage firm(s) who wrote reports which were distributed to the sales force and 

certain customers of their respective brokerage firm(s).  Each of these reports was 

publicly available and entered the public marketplace. 

218. As a result of the foregoing, the market for DFC Global securities promptly 

digested current information regarding DFC Global from all publicly available sources and 

reflected such information in the price of DFC Global stock.  Under these circumstances, all 

purchasers of DFC Global common stock during the Class Period suffered similar injury through 

their purchase of DFC Global common stock at artificially inflated prices and the presumption of 

reliance applies. 

219. A Class-wide presumption of reliance is also appropriate in this action under the 

United States Supreme Court holding in Affiliated Ute Citizens of Utah v. United States, 406 

U.S. 128 (1972), because the Class’ claims are grounded in defendants’ material omissions.  

Defendants’ failures to disclose material adverse information included, among other things, the 

Company’s policy, practice and procedure of (a) providing loan extensions and rollovers, for a 

fee, to U.K. customers who would otherwise become delinquent on their loans, (b) rolling over 

or extended loans, sometimes in perpetuity, to avoid declaring defaults, and (c) the Company’s 

wrongful aging practice that promoted improper deferrals of default determinations.  Defendants 

further concealed the Company’s true lending practices, including that the Company extended 
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loans without any meaningful credit assessments and failed to effectively manage the Company’s 

credit risk.  Defendants also concealed that the Company did not account for rolled over loans 

when setting the Company’s loan loss reserve.   

220. Because this action involves claims grounded on defendants’ material omissions, 

positive proof of reliance is not a prerequisite to recovery.  All that is necessary is that the facts 

withheld be material in the sense that a reasonable investor might have considered them 

important in making investment decisions.  Given the importance of the information not 

disclosed and concealed by defendants, that requirement is satisfied here. 

221. Plaintiffs' allegations throughout this Complaint support each of the elements 

necessary for the application of the presumption of reliance, namely publicity, market efficiency, 

and market timing.  The allegations of stock price movements resulting from disclosures of new, 

material information and other indicia of market efficiency further support a finding of market 

efficiency. 

XIII. NO SAFE HARBOR 

222. DFC Global’s “Safe Harbor” warnings accompanying its forward-looking 

statements issued during the Class Period were ineffective to shield those statements from 

liability. 

223. Defendants are also liable for any false or misleading forward-looking statements 

pleaded herein because, at the time each such statement was made, the speaker knew the 

statement was false or misleading and the statement was authorized and/or approved by an 

executive officer of DFC Global who knew that the statement was false.  None of the historic or 

present tense statements made by defendants were assumptions underlying or relating to any 

plan, projection, or statement of future economic performance, as they were not stated to be such 

assumptions underlying or relating to any projection or statement of future economic 
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performance when made, nor were any of the projections or forecasts made by defendants 

expressly related to, or stated to be dependent on, those historic or present tense statements when 

made. 

XIV. CLAIMS BROUGHT PURSUANT TO THE EXCHANGE ACT 

FIRST CLAIM FOR RELIEF  

For Violations of Section 10(b) of the Exchange Act  

and Rule 10b-5 Against DFC Global and the Executive Defendants 

224. Plaintiffs repeat and reallege each and every allegation contained above as if fully 

set forth herein. 

225. During the Class Period, the Section 10(b) Defendants carried out a plan, scheme, 

and course of conduct which was intended to and, throughout the Class Period, did: (i) deceive 

the investing public, including Plaintiffs and other Class members, as alleged herein; and (ii) 

cause Plaintiffs and other members of the Class to purchase DFC Global common stock at 

artificially inflated prices. 

226. The Section 10(b) Defendants (i) employed devices, schemes, and artifices to 

defraud; (ii) made untrue statements of material fact and/or omitted to state material facts 

necessary to make the statements not misleading; and (iii) engaged in acts, practices, and a 

course of business which operated as a fraud and deceit upon the purchasers of the Company’s 

common stock in an effort to maintain artificially high market prices for DFC Global common 

stock in violation of Section 10(b) of the Exchange Act and Rule 10b-5 promulgated thereunder. 

227. The Section 10(b) Defendants, individually and in concert, directly and indirectly, 

by the use, means or instrumentalities of interstate commerce and/or of the mails, engaged and 

participated in a continuous course of conduct to conceal adverse material information about the 

Company’s financial well-being, operations, and prospects. 

Case 2:13-cv-06731-BMS   Document 41   Filed 07/21/14   Page 95 of 114



 

92 

228. During the Class Period, the Section 10(b) Defendants made the false statements 

specified above, which they knew or recklessly disregarded to be false and misleading in that 

they contained misrepresentations and failed to disclose material facts necessary in order to make 

the statements made, in light of the circumstances under which they were made, not misleading. 

229. The Section 10(b) Defendants had actual knowledge of the misrepresentations and 

omissions of material fact set forth herein, or recklessly disregarded the true facts that were 

available to them.  The Section 10(b) Defendants engaged in this misconduct to conceal DFC 

Global’s true condition from the investing public and to support the artificially inflated prices of 

the Company’s common stock.   

230. Plaintiffs and the Class have suffered damages in that, in reliance on the integrity 

of the market, they paid artificially inflated prices for DFC Global common stock.  Plaintiffs and 

the Class would not have purchased the Company’s common stock at the prices they paid, or at 

all, had they been aware that the market prices for DFC Global common stock had been 

artificially inflated by the Section 10(b) Defendants’ fraudulent course of conduct. 

231. As a direct and proximate result of the Section 10(b) Defendants’ wrongful 

conduct, Plaintiffs and the other members of the Class suffered damages in connection with their 

respective purchases of the Company’s common stock during the Class Period. 

232. By virtue of the foregoing, the Section 10(b) Defendants violated Section 10(b) of 

the Exchange Act and Rule 10b-5 promulgated thereunder. 

SECOND CLAIM FOR RELIEF 

 

For Violations of Section 20(a) of the Exchange Act  

against the Executive Defendants 

 

233. Plaintiff repeats, incorporates, and realleges each and every allegation set forth 

above as if fully set forth herein. 
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234. As alleged herein, DFC Global is liable to Plaintiffs and the members of the Class 

based on the materially false and misleading statements and omissions as set forth above, 

pursuant to Section 10(b) of the Exchange Act and Rule 10b-5 of promulgated thereunder.   

235. Throughout the Class Period, the Executive Defendants were controlling persons 

of DFC Global within the meaning of Section 20(a) of the Exchange Act, and culpable 

participants in the fraud alleged herein.   

236. By virtue of their high-level positions, participation in and/or awareness of the 

Company’s operations, direct involvement in the day-to-day operations of the Company, and/or 

intimate knowledge of the Company’s actual performance, and their power to control public 

statements about DFC Global, the Executive Defendants had the power and ability to control the 

actions of DFC Global and its employees.   

237. Given their individual and collective responsibilities for managing DFC Global 

throughout the Class Period, the Executive Defendants were regularly presented to the market as 

the individuals responsible for the Company’s day-to-day business and operations, as well as its 

strategic direction.   

238. Each of the Executive Defendants culpably participated in some meaningful sense 

in the fraud alleged herein.  By virtue of the foregoing, the Executive Defendants are liable 

pursuant to Section 20(a) of the Exchange Act. 

XV. ALLEGATIONS RELATING TO CLAIMS BROUGHT PURSUANT TO THE 

SECURITIES ACT 

239. In this part of the Complaint, Plaintiffs assert a series of strict liability and 

negligence claims based on the Securities Act on behalf of Class members who purchased DFC 

Global stock in the Offering.  The Securities Act claims are not based on any knowing or 

reckless misconduct on behalf of the Defendants – i.e., they do not allege, and do not sound in, 
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fraud – and expressly disclaim any allegations of fraud or intentional misconduct in connection 

with these non-fraud claims, which are pleaded separately in this Complaint from Plaintiffs’ 

Exchange Act claims, except that any challenged statements of opinion or belief made in 

connection with the Offerings are alleged to have been materially misstated statements of 

opinion or belief when made and at the time of the Offering.   

240. To avoid an (unfounded) argument by Defendants that the claims below somehow 

“sound in fraud,” it is necessary to state or summarize certain of the facts also stated above.   

241. On April 7, 2011, DFC conducted an offering to the public of 6 million shares of 

common stock at an offering price of $20.75 per share (the “Offering”).  In this Offering, DFC 

Global sold 6 million shares of its common stock, plus an additional 672,142 common shares 

subsequently issued for over-allotments, thereby generating approximately $130.2 million in 

gross proceeds for the Company.  The Offering closed on April 13, 2011. 

242. Plaintiff Arkansas Teacher purchased 28,500 shares of DFC Global’s common 

stock in the Offering. 

243. The Offering was conducted pursuant to a registration statement filed with the 

SEC on or about December 31, 2009 (“Registration Statement”), declared effective on January 

11, 2010, pursuant to which the prospectus was issued (“Prospectus”).  On or about April 7, 

2011, the Company filed a prospectus supplement filed with the SEC (“Prospectus Supplement”) 

(collectively, the Registration Statement, Prospectus, and Prospectus Supplement are referred to 

herein as the “Offering Materials”).  Each of the Director Defendants, Weiss, and Underwood, 

signed the Registration Statement. 

244. The Offering Materials incorporated by reference: (i) the Company’s Form 10-K 

for the fiscal year ended June 30, 2010 filed on August 26, 2010;  (ii) the Company’s first fiscal 
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quarter 2011 10-Q filed with the SEC on November 8, 2010; and (iii) the Company’s second 

fiscal quarter 2011 10-Q filed with the SEC on February 9, 2011.  As set forth below, these 

documents incorporated by reference into the Offering Materials contained materially untrue and 

misleading statements and omissions as of the effective date of the Offering concerning (i) the 

Company’s “effective” credit analytics and risk management; (ii) the payment status of the 

Company’s payday loans, including the number of current, past and delinquent due loans; (iii) 

the Company’s financial results, including its net income and loan loss reserves and compliance 

with GAAP; and (iv) the Company’s internal controls.   

A. The Offering Materials Contained Untrue Statements and Material 

Omissions About the Company’s Purportedly Effective Credit Analytics and 

Risk Management 

245. The Offering Materials included materially untrue and misleading statements and 

omissions regarding the Company’s credit analytics and risk management functions.  The 

Company’s Form 10-K for its fiscal year 2010 and Form 10-Q for the Company’s second fiscal 

quarter 2011, which were incorporated into the Offering Materials, stated that the Company had 

controls in place to effectively manage the Company’s credit risk, and that it monitored its loan 

portfolio and utilized proprietary methodologies to ensure that borrowers could repay their loans.  

246. Specifically, in its Form 10-K for fiscal 2010, the Company stated: 

We have instituted control mechanisms and a credit analytics function that 

have been very effective in managing risk in our consumer lending 

activities. We operate centralized collection centers to coordinate a 

consistent approach to customer service and collections in each of our 

markets. Our risk control mechanisms include, among others, the daily 

monitoring of initial return rates with respect to payments made on our 

consumer loan portfolio. We have also implemented proprietary predictive 

scoring models that are designed to limit the amount of loans we offer to 

customers who statistically would likely be unable to repay their loan. As a 

result, we believe that we are less likely to sustain a significant credit loss 

from a series of transactions or launch of a new product. 
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247.  Similarly, in its second fiscal quarter 2011 Form 10-Q, DFC again represented 

that it maintained effective risk management functions, stating:  

The Company has instituted control mechanisms and a credit analytics 

function that have been very effective in managing risk in its consumer 

loan activities. Collection activities are also an important aspect of the 

Company’s operations, particularly with respect to its consumer loan 

products due to the relatively high incidence of unpaid balances beyond 

stated terms. The Company operates centralized collection centers to 

coordinate a consistent approach to customer service and collections in 

each of its markets. The Company’s risk control mechanisms include, 

among others, the daily monitoring of initial return rates with respect to 

payments made on its consumer loan portfolio. 

248. The statements above were materially untrue and misleading and omitted to 

disclose material information because the Company did not have “effective“ credit analytics that 

adequately mitigated the Company’s credit risk.  Rather, the Company’s lending and credit 

assessment practices materially increased the Company’s credit risk.  The Company did not 

meaningfully assess a borrower’s creditworthiness, and in fact encouraged borrowers in the 

United Kingdom to continuously roll over their loans when they were unable to pay them back 

(and would otherwise go into default), and then classified those effectively defaulted loans as 

loans in “good standing.” As described below by numerous former employees, the Company was 

focused on loan volume and loan rollovers, and not on loan quality.  These employees described 

how the Company focused on in extending increasing amounts of loans and not on their 

borrowers’ creditworthiness or ability to repay loans, in direct contrast to the Company’s 

statements.  For example, 

 CW 3 stated that the Company’s lending environment was very “lax” with little regard 

for the quality of loans originated;  

 CW 7 stated that the Company did not check the content of the bank statement to assess 

creditworthiness or the ability to repay; 

 CW 2 stated that loans were regularly issued, with management’s approval, to individuals 

who only presented a bus pass as identification; 
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 CW 9 stated that customer service representatives “wouldn’t get in trouble for getting a 

bad loan; they would get more in trouble if they didn’t do a loan;”   

 CW 3 and CW 10 stated that the Company encouraged its employees to target vulnerable 

customers that were unlikely to be able to repay their loans on time in order to generate 

higher volumes of loans, a practice specifically prohibited by the OFT and CFA during 

the Class Period and at the time of the Offering;  

 CW 8 and CW 11 stated the Company incentivized its employees to originate loans as the 

Company was focused on quantity over quality;  

 CW 1 and CW 14 stated that the Company had no limits on how many times a loan could 

be rolled over;  

 CW 2 and CW 14 stated that the Company did not conduct underwriting or affordability 

assessments when a borrower rolled over a loan even though it was clear that the 

borrower was not able to repay the loan consistent with the loan terms; and 

 CW 10 stated that there was always a push to have borrowers roll over their loans 

because the Company preferred rollovers to defaults and because the Company generated 

significant revenue by rolling over loans. 

249. These statements were further materially untrue and misleading because, contrary 

to the Company’s representations that it had a strong credit analytics group that monitored the 

performance of loans originated, the Company did not even have the ability to track problem 

loans that had been rolled over or extended as DFC admitted to the SEC in March 2012.  Former 

DFC employees confirm that the Company did not monitor or take steps to track the quality and 

creditworthiness of the Company’s outstanding loans.  For instance,  

 CW 3 stated that the Company “100%” did not monitor loans or even discuss  loan 

quality; 

 CW 1 stated the Company did not monitor the quality of the loans, and both CW 1 and 

CW 14 stated that there was no global tracking of loans.   

B. The Offering Materials Contained Untrue Statements and Material 

Omissions About the Payment Status of the Company’s Payday Loans 

250. The Offering Materials also contained materially untrue information about the 

payment status of its consumer payday loans.  Specifically, in its second fiscal quarter 2011 
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Form 10-Q, the Company represented the amount of loans that were (i) current; (ii) past due, 

including the length of time for which loans were past due and (iii) in default and charged off, as 

set forth below (in millions): 

 Current 1-30 

days 

past 

due 

30-59 

days 

past 

due 

60-90 

days 

past 

due 

Greater 

than 90 

days 

past 

due 

Total 

Past 

Due 

Total 

financing 

receivables 

Loans 

in 

Default, 

net of 

reserve 

Net 

Charge 

Offs of 

Consumer 

Loans 

2Q2011 $126.8 $11.1 $6.2 $4.9 $23.5 $45.7 $172.4 $12.0 $15.6 

 

251. These financial metrics were untrue and were misleading because they did not 

accurately reflect the payment status of the Company’s consumer loan portfolio.   The Company 

categorized loans that were rolled over or extended as current, when in reality, those loans were 

aged beyond the age disclosed and essentially past due.  By categorizing rolled over or extended 

loans as current, without any disclosure that these current loans included large volumes of 

effectively defaulted loans, the Company avoided classifying them as past due and disclosing the 

true attendant credit risks and losses. Furthermore, the Company failed to disclose that it 

improperly deferred determinations that its unsecured consumer payday loans were past due or in 

default by agreeing to rollovers, extensions or renewals for a fee, and as a consequence, the 

reported amount of charge-offs for loans in default were materially untrue and misleading.  

Moreover, these financial metrics were untrue and misleading because the Company had no 

justification to make these statements on a global basis because it lacked the ability to track loan 

performance on a global basis, as discussed above.   

C. The Offering Materials Contained Untrue Financial Results and Untrue 

Statements and Omissions Regarding the Company’s GAAP Compliance 

252. The Offering Materials also contained materially untrue financial results for DFC 

because the Company’s net income was materially overstated as a result of the material 
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understatements of the Company’s Loan Loss Reserve and provision for loan losses.  

Specifically, the Company’s second fiscal quarter 2011 10-Q reported the following:  

 Reported 

Net Income 

Reported 

Loan Loss 

Provision 

Reported Loan 

Loss Reserve 

(Current 

Loans) 

Reported Loan 

Loss Reserve 

(Current and 

Non-

Performing 

Loans) 

Consolidated 

Loan Loss 

Provision 

Expressed as a 

Percentage of 

Gross 

Consumer 

Lending  

2Q2011 $20 $16.48 $11.40 $38.40 16.6% 

 

253. The Company also falsely described its accounting policies and how it 

incorporated its default loan metrics.  As the Company explained, loans are placed in default 

status if, on the maturity date of the loan, collection from the borrower’s bank is unsuccessful.  

Thereafter, the defaulted loan is included in the reserve for loan losses.  The Company’s 2010 

10-K and 10-Qs for the Company’s first and second fiscal quarters 2011, all of which were 

incorporated into the Offering Materials, describe the Company’s loan loss reserve policy in 

substantially similar language as follows:  
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Company-Funded Consumer Loan Loss Reserves Policy 

 

The Company maintains a loan loss reserve for anticipated losses for consumer 

loans that the Company directly originates. To estimate the appropriate level of 

loan loss reserves, the Company considers known relevant internal and external 

factors that affect loan collectability, including the amount of outstanding loans 

owed to the Company, historical loans charged off, current collection patterns and 

current economic trends. The Company’s current loan loss reserve is based on its 

net charge-offs, typically expressed as a percentage of loan amounts originated for 

the last twelve months applied against the principal balance of outstanding loans 

that the Company makes directly. … 

Generally, when a loan is originated, the customer receives the cash proceeds in 

exchange for a post-dated check or a written authorization to initiate a charge to 

the customer’s bank account on the stated maturity date of the loan. If the check 

or the debit to the customer’s account is returned from the bank unpaid, the loan is 

placed in default status and an allowance for this defaulted loan receivable is 

established and is included in loan loss provision expense in the period that the 

loan is placed in default status. This reserve is reviewed monthly and any 

additional provision to the loan loss reserve as a result of historical loan 

performance, current collection patterns and current economic trends is included 

in loan loss provision expense.  If a loan remains in defaulted status for an 

extended period of time, typically 180 days, an allowance for the entire amount of 

the loan is recorded and the receivable is ultimately charged off. Recoveries on 

loans that were completely charged off are credited to the allowance when 

collected. 

254. The Company’s reported net income, loan loss provision, and loan loss reserve 

and loan loss reserve policy were materially untrue and misleading because the Company’s 

accounting procedures did not comply with GAAP, including FAS 5 and SAB 102.  The 

Company failed to take its undisclosed lending practices and the true credit risk inherent in its 

payday loan portfolio into consideration when accounting for the Company’s loan loss reserves.  

Specifically, as discussed above, during the Class Period and at the time of the Offering, DFC 

Global (i) extended loans to borrowers without conducting affordability assessments; (ii) 

compensated its employees based upon loan volume without regard to quality; (iii) improperly 

deferred default determinations by rolling over loans and accounting for them as new, current 

originations; and (iv) concealed this wrongful aging practice from investors.  By not accounting 
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for its high-risk practices or its true credit risk when setting the Company’s loan loss reserves, 

the Company materially overstated its net income and understated the metrics set forth above 

regarding its loan loss provision and Loan Loss Reserve.   

255. Indeed, CW 7, a former senior DFC employee, confirmed that that the Company 

did not take loans that were rolled over – i.e., loans that the borrower has already demonstrated 

an inability to repay – into account when setting the Company’s reserves, and instead set loan 

loss reserves on the assumption that every rollover was a new, current loan origination.  This 

failure did not comply with GAAP, which specifically requires that factors “affect[ing] loan 

collectability” be considered and reserved for.  On information and belief, this reserving policy 

was in effect when the Company issued its second quarter 2011 financial results that were 

incorporated into the Offering Materials.  This failure to account for the Company’s rolled over 

loans in setting the Loan Loss Reserve and provision rendered untrue the above stated financial 

results and the Company’s claims to comply with GAAP materially untrue and misleading. 

256. Plaintiffs cannot at this time, without access to DFC Global’s internal records, 

allege the precise amounts by which the Company overstated its net income, understated its loan 

loss reserves, and misrepresented its delinquent loans.  However, the financial results that the 

Company was forced to announced beginning in the fiscal third quarter 2013 when, as result of 

the increased regulatory scrutiny, the Company was forced to finally admit more of the truth 

regarding the true credit quality of its borrowers and the true payment status of its payday loans, 

show the approximate magnitude of the Company’s misrepresentations and demonstrate that the 

representations incorporated in the Offering Materials were untrue and misleading and omitted to 

disclose the truth.  These disclosures include: 

 On April 1 and May 1, 2013, after the OFT issued its report on payday lenders and 

required DFC to make extensive changes to its payday lending practices in the areas of 
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affordability assessments and rollovers (among others), the Company reported that had 

increased its consolidated loan loss provision by 29%, increasing its loan loss provision 

from 21.2% of gross consumer lending in the prior fiscal quarter to 27.4% in the quarter 

ended March 31, 2013.  The Company also reported that its loan loss reserve for current 

loans had increased almost 40%, from $21.40 million to $34.40 million.  This increase to 

the loan loss reserve had a direct impact on the Company's reported net income, which 

thereupon dropped from $19.70 million to $10.50 (excluding certain one-time charges).  

The Company also reported that its net charge-offs had more than doubled to $46.5 

million from $19.5 million. 

 

 On August 22, 2013, after being forced to operate for a full fiscal quarter under the OFT 

regulations and extensively change its payday lending practices in the areas of 

affordability assessments and rollovers (among others), the Company was again forced to 

keep its consolidated loan loss provision elevated at 25.7% of gross consumer lending, 

and reported that its loan loss reserve for current loans increased another 15%, from 

$34.40 million to $39.70 million.  The Company also reported that its net income 

remained depressed at $7.40 million.   

 

 On October 30, 2013, the Company reported its first fiscal quarter 2014 results, 

announcing an increase in its consolidated loan loss provision from 25.7% of gross 

consumer lending to 27.8% of gross consumer lending (a 9% increase).  The Company 

also announced another 14% increase in its loan loss reserve for current loans from 

$39.70 million to $45.90 million.  The Company further experienced a decline in net 

income from $7.40 million to a loss of $0.70 million, and reported that its net charge offs 

remained elevated at $33.6 million.  

 

 Finally, on January 30, 2014, in its fiscal second quarter 2014 results, the Company 

announced a further increase to its consolidated loan loss provision from 27.8% to 30.6% 

of gross consumer lending, and its loan loss reserves for current loans remained at 

elevated at $45.60 million.   As a result, the Company’s net income stayed depressed at 

$2.30 million. The Company also reported that its net charge off amount again increased 

from $33.6 million to $38.6 million (a 14% increase).   

 

257. In sum, the Company’s disclosures of these significant increases to its loan loss 

reserve, loan loss provisions and net charge-offs and the corresponding substantial declines to its 

net income in response to the OFT requiring the Company to change its lending practices and, in 

particular, its affordability assessment and rollover practices further show that the representations 

incorporated in the Offering Materials were untrue and misleading and omitted to disclose the 

truth about the Company’s lending practices and financial condition.   
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D. The Offering Materials Contained Materially Untrue Statements and 

Omissions Regarding Internal Controls 

258. In the Company’s 2010 10-K and 10-Qs for the Company’s first and second fiscal 

quarters 2011, all of which were incorporated into the Offering Materials, defendants Weiss, 

Underwood and Athas provided materially untrue and misleading statements as to the adequacy 

of the Company’s internal controls.  In each of these filings, these Defendants each falsely 

certified the effectiveness of the Company’s internal controls on financial reporting, that the 

Company’s financial statements were accurate, prepared in compliance with GAAP, and fairly 

presented the Company’s financial condition, certifying in pertinent part that: 

The registrant’s other certifying officers and I…have:   

* * * 

Designed such internal controls over financial reporting, or caused such internal 

control over financial reporting to be designed under our supervision, to provide 

reasonable assurance regarding the reliability of financial reporting and the 

preparation of financial statements for external purposes in accordance with 

generally accepted accounting principles. 

259. These certifications were untrue and misleading because, during the Class Period 

and at or around the time of the Offering, the Company did not have the ability to track on a 

global basis the performance of the loans originated by the Company that were rolled over or 

extended, and therefore was unable to disclose the true economic impact of the Company’s 

reckless practices.  As defendant Athas admitted on behalf of the Company in a March 19, 2012 

letter to the SEC, the Company did not have the ability to track this critical data consistently on a 

global basis and thus, it did not have effective internal controls over financial reporting. 

Furthermore, as discussed above, in calculating its loan loss reserves, the Company did not take 

into account the true credit risk of the loans, in particular its rolled-over loans, which led the 

Case 2:13-cv-06731-BMS   Document 41   Filed 07/21/14   Page 107 of 114



 

104 

Company to materially overstate its net income and understate its loan loss reserves in violation 

of GAAP. 

260. The above statements were materially untrue  and misleading at the time they 

were made.  As a result, the Offering Materials contained material misstatements and omissions 

as set forth herein. By virtue of such materially untrue or misleading statements and/or 

omissions, DFC Global was able to sell 6 million shares of its common stock, plus an additional 

672,142 common shares subsequently issued for over-allotments, thereby generating 

approximately $130.2 million in gross proceeds for the Company.    

XVI. CLAIMS BROUGHT PURSUANT TO THE SECURITIES ACT 

THIRD CLAIM FOR RELIEF  

For Violations of Section 11 of the Securities Act against the Company, the Director 

Defendants, Weiss, Underwood and the Underwriter Defendants  

 

261. Plaintiffs repeat and reallege the allegations above as they pertain to the Securities 

Act.  For purposes of this claim, Plaintiffs expressly exclude and disclaim any allegation that 

could be construed as alleging or sounding in fraud or intentional or reckless misconduct, except 

that any challenged statements of opinion or belief made in connection with the Offering are 

alleged to have been materially misstated statements of opinion or belief when made and at the 

time of the Offering.  This claim does not sound in fraud. 

262. This claim is brought pursuant to Section 11 of the Securities Act against all 

defendants.   

263. The Prospectus for the Offering was inaccurate and misleading, contained untrue 

statements of material facts, omitted to state other facts necessary to make the statements made 

not misleading, and concealed and failed adequately to disclose material facts as described 

above. 
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264. The Company is the registrant for the Offering.  As signatories of the Registration 

Statement, the Director Defendants, Weiss, and Underwood were responsible for the contents 

and dissemination of the Offering Materials. 

265. As issuer of the shares, DFC Global is strictly liable to Plaintiffs and to the 

members of the Class for the misstatements and omissions. 

266. The Underwriter Defendants served as the underwriters for the Offering of 

common stock and qualify as such according to the definition contained in Section 2(a)(11) of 

the Securities Act, 15 U.S.C. § 77b(a)(11).  As such, they participated in the solicitation, 

offering, and sale of the stock to the investing public pursuant to the Offering Materials. 

267. None of the defendants named herein made a reasonable investigation or 

possessed reasonable grounds for the belief that the statements contained in the Offering 

Materials were true and without omissions of any material facts and were not misleading. 

268. Defendants issued, caused to be issued, and participated in the issuance of 

materially false and misleading written statements to the investing public that were contained in 

the Offering Materials, which misrepresented or failed to disclose, inter alia, the facts set forth 

above.  By reasons of the conduct herein alleged, each defendant violated, and/or controlled a 

person who violated, Section 11 of the Securities Act. 

269. Plaintiffs and other members of the Class acquired shares of DFC Global pursuant 

to the defective Offering Materials. 

270. Plaintiffs and the Class have sustained damages.  The value of DFC Global’s 

shares has declined substantially subsequent to and due to defendants’ violations. 

271. At the times they purchased DFC Global shares, Plaintiffs and the other members 

of the Class were without knowledge of the facts concerning the wrongful conduct alleged herein 
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and could not have reasonably discovered those facts prior to DFC Global’s subsequent 

announcements.  Less than one year has elapsed from the time that the Plaintiff discovered or 

reasonably could have discovered the facts upon which this complaint is based to the time that 

Plaintiff filed this Complaint.  Less than three years have elapsed from the time that the 

securities upon which this Count is brought were bona fide offered to the public to the time of 

the filing of the action. 

FOURTH CLAIM FOR RELIEF 

For Violations of Section 12(a)(2) of the Securities Act  

against the Underwriter Defendants 

 

272. Plaintiffs repeat and reallege the allegations contained above as they pertain to the 

Securities Act.  For purposes of this claim, Plaintiffs expressly exclude and disclaim any 

allegation that could be construed as alleging or sounding in fraud or intentional or reckless 

misconduct, except that any challenged statements of opinion or belief made in connection with 

the Offering are alleged to have been materially misstated statements of opinion or belief when 

made and at the time of the Offering.   

273. This Count is brought by Plaintiffs pursuant to Section 12(a)(2) of the Securities 

Act, 15 U.S.C. § 77l(a)(2), on behalf of all purchasers of DFC Global shares in connection with 

the Offering and does not sound in fraud. 

274. DFC Global and the Underwriter Defendants were sellers, offerors, and/or 

solicitors of sales of the shares offered pursuant to the Prospectus in connection with the 

Offering. 

275. The Prospectus contained untrue statements of material facts, omitted to state 

other facts necessary to make the statements made not misleading, and concealed and failed to 
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disclose material facts.  Defendants’ actions of solicitation included participating in the 

preparation of the untrue and misleading Offering Materials. 

276. DFC Global and the Underwriter Defendants owed to the purchasers of DFC 

Global shares the duty to make a reasonable and diligent investigation of the statements 

contained in the Offering Materials to insure that such statements were true and that there was no 

omission to state a material fact required to be stated in order to make the statements contained 

therein not misleading.  DFC Global and the Underwriter Defendants knew of, or in the exercise 

of reasonable care should have known of, the misstatements and omissions contained in the 

Offering Materials as set forth above. 

277. Plaintiff Arkansas Teacher and other members of the Class purchased or 

otherwise acquired DFC Global shares pursuant to the defective Offering Materials.  Plaintiff 

Arkansas Teacher did not know, or in the exercise of reasonable diligence could not have known, 

of the untruths and omissions contained in the Offering Materials. 

278. Plaintiff Arkansas Teacher, individually and representatively, hereby offers to 

tender to defendants those securities that it and other Class members continue to own, on behalf 

of all members of the Class who continue to own such securities, in return for the consideration 

paid for those securities together with interest thereon. 

279. By reason of the conduct alleged herein, DFC Global and the Underwriter 

Defendants violated, and/or controlled a person who violated, § 12(a)(2) of the Securities Act.  

Accordingly, Plaintiff Arkansas Teacher and members of the Class who hold DFC Global shares 

purchased in the Offering have the right to rescind and recover the consideration paid for their 

DFC Global shares and, hereby elect to rescind and tender their DFC Global shares to the 
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defendants sued herein.  Class members who have sold their DFC Global shares are entitled to 

rescissionary damages. 

280. Less than three years have elapsed from the time that the securities upon which 

this Count is brought were sold to the public to the time of the filing of this action.  Less than one 

year has elapsed from the time when Plaintiff Arkansas Teacher discovered or reasonably could 

have discovered the facts upon which this Count is based to the time of the filing of this action. 

FIFTH CLAIM FOR RELIEF 

For Violations of Section 15 of the Securities Act  

Against the Director Defendants, Weiss and Underwood 

281. Plaintiffs repeat and reallege the allegations contained above as they pertain to the 

Securities Act.  For purposes of this claim, Plaintiffs expressly exclude and disclaim any 

allegation that could be construed as alleging or sounding in fraud or intentional or reckless 

misconduct, except that any challenged statements of opinion or belief made in connection with 

the Offering are alleged to have been materially misstated statements of opinion or belief when 

made and at the time of the Offering. 

282. This Count is brought by Plaintiffs pursuant to Section 15 of the Securities Act, 

15 U.S.C. § 77o, against the Director Defendants, Weiss, and Underwood and does not sound in 

fraud. 

283. Each of these defendants was a control person of DFC Global by virtue of his 

position as a director and/or as senior officer of the Company.  Each of these defendants was a 

control person of DFC Global within the meaning of Section 15 of the Securities Act by reason 

of their own involvement in the daily business of DFC Global and/or as senior executives or 

directors of DFC Global.  These defendants, at the time they held positions with DFC Global, 

were able to, and did, exercise substantial control over the operations of DFC Global, including 
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control of the materially false and misleading statements, omissions and course of conduct 

complained of herein.   

284. Each of these  defendants was a culpable participant in the violations of Sections 

11 and 12(a)(2) of the Securities Act alleged in Counts III and IV above, based on his having 

signed the Registration Statement and having otherwise participated in the process that allowed 

the Offering to be successfully completed. 

285. As a result of the foregoing, Plaintiff Arkansas Teacher and the other members of 

the Class have suffered damages. 

PRAYER FOR RELIEF 

WHEREFORE, Plaintiff prays for judgment as follows: 

A. Determining that this action is a proper class action under Rule 23 of the Federal 

Rules of Civil Procedure; 

B. Awarding compensatory damages in favor of Plaintiff and other Class members 

against all defendants, jointly and severally, for all damages sustained as a result of defendants’ 

wrongdoing, in an amount to be proven at trial, including interest thereon; 

C. Awarding Plaintiff and the Class their reasonable costs and expenses incurred in 

this action, including attorneys’ fees and expert fees; and 

D. Awarding such equitable/injunctive or other further relief as the Court may deem 

just and proper. 

JURY DEMAND 

Plaintiff demands a trial by jury. 

 

 

 

Case 2:13-cv-06731-BMS   Document 41   Filed 07/21/14   Page 113 of 114



Case 2:13-cv-06731-BMS   Document 41   Filed 07/21/14   Page 114 of 114



CERTIFICATE OF SERVICE 

 

 I, Lisa M. Port, hereby certify that on July 21, 2014, a true and correct copy of the 

Consolidated Class Action Complaint was filed and served on all counsel of record via the 

Court’s ECF system. 

 

               /s/ Lisa M. Port  

         Lisa M. Port 
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Arkansas Teacher Retirement System
DFC Global Corp.
Class Period: 01/28/11 - 02/03/14

Transaction Date Shares Price Cost

Purchase 4/6/2011 747 $20.6069 $15,393.35
Purchase 4/6/2011 3,863 $20.9193 $80,811.26
Purchase 4/6/2011 887 $20.6512 $18,317.61
Purchase 4/6/2011 3,103 $20.8885 $64,817.02
Purchase 4/6/2011 2,460 $20.7640 $51,079.44
Purchase 4/8/2011 12,300 $21.2415 $261,270.45
Purchase 4/8/2011 28,500 $20.7500 $591,375.00
Purchase 4/13/2011 1,600 $20.3809 $32,609.44
Purchase 4/18/2011 1,800 $20.0909 $36,163.62
Purchase 4/19/2011 800 $20.3671 $16,293.68
Purchase 4/20/2011 1,400 $20.4195 $28,587.30
Purchase 4/25/2011 1,100 $20.6827 $22,750.97
Purchase 5/13/2011 2,200 $22.6829 $49,902.38
Purchase 5/20/2011 1,400 $22.5053 $31,507.42
Purchase 6/7/2011 1,800 $21.3000 $38,340.00
Purchase 6/22/2011 470 $21.8551 $10,271.90
Purchase 6/23/2011 900 $21.2904 $19,161.36
Purchase 6/24/2011 600 $20.5338 $12,320.28
Purchase 6/24/2011 2,200 $20.6532 $45,437.04
Purchase 6/28/2011 3,600 $20.9084 $75,270.24
Purchase 7/1/2011 100 $21.6925 $2,169.25
Purchase 7/1/2011 1,000 $21.6974 $21,697.40
Purchase 7/13/2011 800 $22.3766 $17,901.28
Purchase 7/18/2011 1,500 $21.3863 $32,079.45
Purchase 10/3/2011 1,300 $20.4537 $26,589.81
Purchase 7/18/2011 1,500 $21.3863 $32,079.45
Purchase 10/3/2011 1,300 $20.4537 $26,589.81
Purchase 10/19/2011 1,400 $21.6045 $30,246.30
Purchase 10/28/2011 1,000 $21.5914 $21,591.40
Purchase 11/7/2011 1,400 $19.3361 $27,070.54
Purchase 11/17/2011 2,100 $17.0000 $35,700.00
Purchase 11/21/2011 1,500 $16.6816 $25,022.40
Purchase 12/8/2011 1,500 $18.3916 $27,587.40
Purchase 12/12/2011 1,200 $18.1000 $21,720.00
Purchase 12/13/2011 1,500 $17.3640 $26,046.00
Purchase 1/4/2012 1,200 $17.5769 $21,092.28
Purchase 1/20/2012 800 $17.5467 $14,037.36
Purchase 1/20/2012 400 $17.5557 $7,022.28
Purchase 2/23/2012 1,700 $18.2513 $31,027.21
Purchase 5/23/2012 1,100 $15.1464 $16,661.04
Purchase 8/16/2012 29 $20.0452 $581.31
Purchase 8/16/2012 59 $20.0353 $1,182.08
Purchase 8/16/2012 205 $20.0410 $4,108.41
Purchase 8/16/2012 303 $20.0092 $6,062.79
Purchase 8/16/2012 11 $20.0355 $220.39
Purchase 8/16/2012 68 $20.0157 $1,361.07
Purchase 8/16/2012 215 $20.0086 $4,301.85
Purchase 8/17/2012 10 $19.9700 $199.70
Purchase 3/6/2013 546 $19.5766 $10,688.82
Purchase 3/14/2013 1,300 $18.1650 $23,614.50
Purchase 3/15/2013 1,300 $17.4528 $22,688.65
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Transaction Date Shares Price Cost

Purchase 3/25/2013 2,100 $17.0150 $35,731.50
Purchase 3/25/2013 2,300 $16.8696 $38,800.15
Purchase 4/1/2013 2,000 $14.0012 $28,002.48
Purchase 4/1/2013 1,300 $13.9562 $18,143.05
Purchase 6/13/2013 1,582 $15.5157 $24,545.84
Purchase 6/24/2013 3,700 $14.2410 $52,691.72
Purchase 8/23/2013 2,800 $11.4402 $32,032.56
Purchase 8/23/2013 3,600 $11.9501 $43,020.36
Purchase 8/23/2013 6,700 $11.7353 $78,626.51
Purchase 8/23/2013 2,300 $11.2733 $25,928.59
Purchase 8/26/2013 4,100 $11.1929 $45,890.89
Purchase 8/26/2013 500 $11.0812 $5,540.60
Purchase 8/27/2013 4,100 $10.8686 $44,561.26
Purchase 9/3/2013 3,500 $11.2998 $39,549.30

Sale 6/28/2011 (470) $20.9500 ($9,846.50)
Sale 8/8/2011 (720) $19.0408 ($13,709.38)
Sale 8/8/2011 (1,733) $19.5392 ($33,861.43)
Sale 8/9/2011 (2,371) $18.9427 ($44,913.14)
Sale 8/9/2011 (823) $18.7886 ($15,463.02)
Sale 8/26/2011 (3,600) $21.4650 ($77,274.00)
Sale 8/29/2011 (2,500) $22.2432 ($55,608.00)
Sale 8/30/2011 (1,300) $22.3333 ($29,033.29)
Sale 8/30/2011 (1,100) $22.8538 ($25,139.18)
Sale 9/6/2011 (3,500) $21.5300 ($75,355.00)
Sale 9/8/2011 (800) $22.4504 ($17,960.32)
Sale 9/9/2011 (800) $22.7000 ($18,160.00)
Sale 9/23/2011 (2,200) $22.5225 ($49,549.50)
Sale 3/26/2012 (700) $18.8144 ($13,170.08)Sale 3/26/2012 (700) $18.8144 ($13,170.08)
Sale 4/20/2012 (300) $17.4290 ($5,228.70)
Sale 4/20/2012 (400) $17.5120 ($7,004.80)
Sale 4/20/2012 (500) $17.5064 ($8,753.20)
Sale 4/20/2012 (200) $17.4400 ($3,488.00)
Sale 4/20/2012 (600) $16.9913 ($10,194.78)
Sale 4/20/2012 (200) $17.4344 ($3,486.88)
Sale 4/20/2012 (200) $17.4131 ($3,482.62)
Sale 7/26/2012 (1,600) $18.7450 ($29,992.00)
Sale 7/26/2012 (1,700) $18.6730 ($31,744.10)
Sale 7/27/2012 (1,600) $18.6125 ($29,780.00)
Sale 8/7/2012 (100) $20.0425 ($2,004.25)
Sale 8/9/2012 (1,300) $20.1003 ($26,130.39)
Sale 9/21/2012 (2,400) $17.9822 ($43,157.28)
Sale 9/21/2012 (500) $17.9380 ($8,969.00)
Sale 9/21/2012 (1,400) $17.6700 ($24,738.00)
Sale 9/21/2012 (2,700) $17.6980 ($47,784.60)
Sale 9/21/2012 (100) $17.9083 ($1,790.83)
Sale 9/21/2012 (100) $17.9100 ($1,791.00)
Sale 9/21/2012 (500) $17.9177 ($8,958.85)
Sale 9/21/2012 (200) $17.8977 ($3,579.54)
Sale 9/21/2012 (1,500) $17.9007 ($26,851.05)
Sale 9/21/2012 (1,200) $17.9184 ($21,502.08)
Sale 9/25/2012 (400) $17.0298 ($6,811.92)
Sale 9/25/2012 (2,400) $17.0013 ($40,803.12)

Case 2:13-cv-06731-BMS   Document 41-2   Filed 07/21/14   Page 3 of 8



Transaction Date Shares Price Cost

Sale 9/25/2012 (100) $17.0380 ($1,703.80)
Sale 9/25/2012 (300) $17.0250 ($5,107.50)
Sale 11/20/2012 (100) $16.2900 ($1,629.00)
Sale 3/13/2013 (546) $18.4500 ($10,073.70)
Sale 6/18/2013 (1,582) $15.2600 ($24,141.32)
Sale 6/27/2013 (133) $14.2421 ($1,894.20)
Sale 6/27/2013 (164) $14.2150 ($2,331.26)
Sale 6/27/2013 (274) $14.2316 ($3,899.46)
Sale 6/27/2013 (209) $14.2366 ($2,975.45)
Sale 6/27/2013 (560) $14.2469 ($7,978.26)
Sale 6/27/2013 (1,098) $14.2511 ($15,647.71)
Sale 6/27/2013 (546) $14.2484 ($7,779.63)
Sale 6/27/2013 (154) $14.2529 ($2,194.95)
Sale 6/27/2013 (307) $14.2352 ($4,370.21)
Sale 6/28/2013 (1,255) $14.1663 ($17,778.71)
Sale 8/14/2013 (500) $16.3730 ($8,186.50)
Sale 8/14/2013 (400) $16.3603 ($6,544.12)
Sale 8/14/2013 (300) $16.3825 ($4,914.75)
Sale 8/19/2013 (768) $15.9290 ($12,233.47)
Sale 8/20/2013 (432) $16.0006 ($6,912.26)
Sale 10/24/2013 (1,100) $12.2345 ($13,457.95)
Sale 10/24/2013 (236) $12.7506 ($3,009.14)
Sale 10/24/2013 (2,564) $12.6822 ($32,517.16)
Sale 10/25/2013 (2,130) $12.1375 ($25,852.88)
Sale 10/25/2013 (170) $11.9300 ($2,028.10)
Sale 10/28/2013 (2,700) $12.1772 ($32,878.44)
Sale 10/29/2013 (1,700) $12.3261 ($20,954.37)
Sale 10/29/2013 (1,100) $12.3663 ($13,602.93)
Sale 10/29/2013 (1,600) $12.3093 ($19,694.88)Sale 10/29/2013 (1,600) $12.3093 ($19,694.88)
Sale 10/30/2013 (5,600) $12.3622 ($69,228.32)
Sale 10/30/2013 (1,483) $12.2262 ($18,131.45)
Sale 10/30/2013 (120) $12.3077 ($1,476.92)
Sale 10/30/2013 (325) $12.1755 ($3,957.04)
Sale 11/22/2013 (500) $11.5354 ($5,767.70)
Sale 11/22/2013 (9,000) $11.5264 ($103,737.60)
Sale 11/22/2013 (800) $11.5687 ($9,254.96)
Sale 11/22/2013 (600) $11.4762 ($6,885.72)
Sale 11/25/2013 (100) $11.2171 ($1,121.71)
Sale 11/25/2013 (100) $11.2693 ($1,126.93)
Sale 11/25/2013 (500) $11.8124 ($5,906.20)
Sale 11/25/2013 (200) $11.8053 ($2,361.06)
Sale 11/25/2013 (100) $11.7650 ($1,176.50)
Sale 11/25/2013 (100) $11.8296 ($1,182.96)
Sale 11/25/2013 (200) $11.8283 ($2,365.66)
Sale 11/25/2013 (200) $11.3000 ($2,260.00)
Sale 11/25/2013 (900) $11.2950 ($10,165.50)
Sale 11/25/2013 (500) $11.5049 ($5,752.45)
Sale 11/25/2013 (200) $11.5490 ($2,309.80)
Sale 11/25/2013 (100) $11.5100 ($1,151.00)
Sale 11/25/2013 (100) $11.5200 ($1,152.00)
Sale 11/25/2013 (200) $11.5850 ($2,317.00)
Sale 11/25/2013 (100) $11.3017 ($1,130.17)
Sale 11/25/2013 (200) $11.3010 ($2,260.20)
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Transaction Date Shares Price Cost

Sale 1/28/2014 (100) $10.0260 ($1,002.60)
Sale 1/28/2014 (1,100) $9.9850 ($10,983.50)
Sale 1/28/2014 (1,200) $10.1369 ($12,164.28)
Sale 1/28/2014 (1,700) $10.1042 ($17,177.14)
Sale 1/29/2014 (76) $10.4479 ($794.04)
Sale 1/29/2014 (152) $10.4628 ($1,590.35)
Sale 1/29/2014 (109) $10.4080 ($1,134.47)
Sale 1/29/2014 (2,300) $10.4705 ($24,082.15)
Sale 1/29/2014 (391) $10.4503 ($4,086.07)
Sale 1/29/2014 (304) $10.4251 ($3,169.23)
Sale 1/29/2014 (719) $10.4667 ($7,525.56)
Sale 1/29/2014 (174) $10.4459 ($1,817.59)
Sale 1/29/2014 (823) $10.4746 ($8,620.60)
Sale 1/29/2014 (52) $10.4900 ($545.48)
Sale 1/30/2014 (2,300) $10.6126 ($24,408.98)
Sale 1/30/2014 (1,416) $8.1687 ($11,566.88)
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Macomb County Employees Retirement System
DFC Global Corp.
Class Period: 01/28/2011 through 02/03/2014

DATE SHARES PRICE/SH DATE SHARES PRICE/SH

11/28/2012 6,124 17.5480 3/14/2013 4,166 18.0249
12/10/2012 23,181 17.9237 3/15/2013 5,754 17.5051
12/11/2012 3,361 18.1994 3/27/2013 3,624 16.7533
12/12/2012 10,618 18.4491 3/28/2013 4,006 16.7777
12/13/2012 2,985 18.5370 4/23/2013 3,163 13.4279
12/14/2012 5,355 18.4217 4/23/2013 4,712 13.4900

1/24/2013 2,700 19.0018 4/24/2013 20,100 13.1777
3/11/2013 6,456 18.6651 4/25/2013 19,094 13.2770
3/11/2013 87 18.5900 4/26/2013 1,005 13.2052
3/12/2013 4,757 18.6550

PURCHASES SALES
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Laborers’ District Council and Contractors’ Pension Fund of Ohio
DFC Global Corp.
Class Period: 01/28/2011 through 02/03/2014

DATE SHARES PRICE/SH DATE SHARES PRICE/SH

11/28/2012 3,746 17.5480 3/14/2013 2,806 18.0249
12/10/2012 14,293 17.9237 3/15/2013 3,875 17.5051
12/11/2012 2,072 18.1994 3/27/2013 158 16.8633
12/12/2012 6,547 18.4491 3/27/2013 7,332 16.7121
12/13/2012 1,840 18.5370 3/27/2013 1,954 16.7533
12/14/2012 3,302 18.4217 3/28/2013 2,160 16.7777

1/29/2013 1,629 19.2468 4/9/2013 4,987 13.9183
1/30/2013 2,971 19.1486 4/10/2013 7,851 14.0579

3/5/2013 7,800 19.0244 4/11/2013 5,231 14.4101
4/12/2013 6,538 14.4814
4/15/2013 1,308 13.9744

PURCHASES SALES
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Beg. Hold. 11,321

Date Shares Price Date Shares Price
1/28/2011 150 $20.11 3/28/2011 11,471 $20.62
9/14/2011 829 $22.98 4/1/2013 5,940 $13.79
9/15/2011 413 $23.50 4/2/2013 819 $13.56
9/16/2011 805 $24.32 4/3/2013 1,309 $13.34
10/6/2011 250 $21.43
10/7/2011 169 $21.13

10/10/2011 165 $21.29
10/12/2011 165 $21.85
10/14/2011 95 $22.00
10/17/2011 180 $21.97
10/20/2011 90 $21.50
10/25/2011 85 $22.00
10/27/2011 170 $22.36
10/31/2011 85 $21.70
11/4/2011 165 $19.92
12/1/2011 165 $18.86
12/2/2011 165 $18.66

West Palm Beach Police Pension Fund
Transactions in DFC Global Corporation

Common Stock Purchases Common Stock Sales

Class Period: 01/28/2011 through 02/03/2014

12/2/2011 165 $18.66
12/9/2011 165 $18.76

12/27/2011 165 $18.46
1/19/2012 161 $18.13
1/20/2012 243 $17.48
1/24/2012 161 $17.80
1/27/2012 970 $19.81
1/31/2012 162 $19.72
2/6/2012 180 $19.64

2/23/2012 165 $18.46
3/26/2012 165 $18.62
3/27/2012 41 $18.71
3/27/2012 143 $18.98
3/28/2012 165 $18.85
4/10/2012 422 $16.90
4/13/2012 257 $17.16
8/3/2012 102 $19.49

9/18/2012 405 $18.26

Note:  Beg. holdings and transactions prior to February 7, 2011 adjusted for 3:2 stock split
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Schedule B 

Confidential Witness Key 

 

 

CW # Former Position  

1 Store supervisor and store manager at The Money Shop and Dollar Financial in the United Kingdom from 2008 to 

October 2012  

2 Security debt advisor and worked in anti-money laundering department for Dollar Financial in the United Kingdom from 

October 2007 through April 2013 

3 Sales representative at The Money Shop in the U.K. from July 2012 to April 2013 

4 Customer service representative at The Money Shop from November 2010 through June 2012 

5 Sales advisor at Payday UK and The Money Shop from 2010 until May 2013 

6 Customer service representative at The Money Shop in the United Kingdom from September 2011 through August 2012 

7 Senior manager in debt collection strategy at The Money Shop in the United Kingdom from June 2012 through June 2013 

8 Sales representative at The Money Shop in the United Kingdom from 2011 through mid-2013 

9 Store manager at The Money Shop in the United Kingdom between August 2012 and January 2013 

10 Customer service representative and supervisor at The Money Shop in the United Kingdom from 2010 through March 

2012 

11 Head of Compliance for DFC Global’s online business in the United Kingdom (i.e. Payday Express and Payday United 

Kingdom) from July 2013 to February 2014 

12 Account manager in debt recovery at Dollar Financial in the United Kingdom from March 2011 through December 2013 

13 Debt recovery agent for Dollar Financial’s United Kingdom head office from August 2011 through August 2012 

14 Customer sales advisor at The Money Shop from 2010 through 2012 in the United Kingdom  

15 Customer service representative for The Money Shop from March 2011 until March 2012 

16 Senior vice president and chief technology officer at DFC Global from November 2010 through November 2013 
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