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FORWARD-LOOKING INFORMATION

This annual report on Form 10-K contains forward-looking statements. For this purpose, any statements contained herein that are not statements of
historical fact may be deemed to be forward-looking statements. Without limiting the foregoing, the words “believes”, “anticipates”, “plans”, “expects”,
“should” and similar expressions are intended to identify forward-looking statements. The factors discussed under “Item 1A. Risk Factors”, among others,
could cause actual results to differ materially from those indicated by forward-looking statements made herein and presented elsewhere by management from
time to time. We expressly disclaim any obligation to update or alter our forward-looking statements, whether as a result of new information, future events or
otherwise, except as required by law.

We use the terms the “Company”, “we”, “us” and “our” in this annual report to refer to Higher One Holdings, Inc. and its subsidiaries, unless the
context requires otherwise.
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PART I
 
Item 1. Business

We are a leading provider of technology and payment services to the higher education industry. We believe, based on our experience in the industry, that
we provide the most comprehensive suite of disbursement and payment solutions specifically designed for higher education institutions and their students. We
also provide campus communities with convenient and student-oriented banking services, which include extensive user-friendly features.

The disbursement of financial aid and other refunds to students is a highly regulated, resource-consuming and recurrent obligation of higher education
institutions. The student disbursement process remains mainly paper-based, costly and inefficient at most higher education institutions. These institutions are
facing increasing pressure to improve administrative efficiency and the quality of service provided to students, to streamline regulatory compliance in respect
of financial aid refunds, and to reduce expenses.

We believe our products provide significant benefits to both higher education institutions as well as their campus communities, including students. For
our higher education institution customers, we offer our OneDisburse  Refund Management  disbursement service. Our disbursement service facilitates
financial aid and other refunds to students, while simultaneously enhancing the ability of our higher education institutional clients to comply with the federal
regulations applicable to financial aid transactions. By using our refund disbursement solutions, our clients save on the cost of handling disbursements,
improve related business processes, increase the speed with which students receive their refunds and ensure compliance with applicable regulations.

For students and other campus community members, we offer our OneAccount service that includes a Federal Deposit Insurance Corporation, or FDIC,-
insured deposit account provided by our bank partner, OneCard, which is a debit MasterCard  ATM card, and other retail banking services. OneAccount is
cost competitive and tailored to the campus communities that we serve, providing students with convenient and faster access to disbursement funds.

We also offer payment transaction services which are primarily software-as-a-service solutions that facilitate electronic payment transactions allowing
higher education institutions to receive easy and cost effective electronic payments from students, parents and others for essential education-related financial
transactions. Features of our payment services include online bill presentment and online payment capabilities for tuition and other fees.

Higher One, Inc. was founded in 2000 in New Haven, Connecticut by Mark Volchek, Miles Lasater and Sean Glass. In July 2008, Higher One, Inc.
formed Higher One Holdings, Inc., which is now the holding company for all of our operations. Higher One Holdings, Inc. is incorporated in the state of
Delaware.

Our Strategy

We believe that there is a significant opportunity to continue to achieve significant future growth. We intend to continue to increase revenue and
profitability by strengthening our position as a leading provider of technology and payment services to the higher education industry. Key elements of our
growth strategy include:
 

 •  Expanding the number of contracted higher education institutions;
 

 •  Increasing OneAccount usage;
 

 •  Cross-selling our existing products and services;
 

 •  Enhancing and extending our products and services; and
 

 •  Pursuing strategic partnerships and opportunistic acquisitions.
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Products and Services

We provide products and services to two distinct, but related target markets: higher education institutions and their students.

Products and Services for Higher Education Institutions

We provide our higher education institutional clients with an integrated suite of products and services. These include our OneDisburse  service, our
payment suite and other financial services.

OneDisburse
Our OneDisburse  Refund Management  product is a turnkey solution that provides higher education institution clients with a comprehensive

technology service for streamlining the student refund disbursement process. Following the payment of their tuition and other school-related expenses, many
students receive residual financial aid disbursements to cover non-academic school expenses, such as living expenses and books. Students also receive
disbursements, such as a refund following withdrawal from a course or other miscellaneous fees. Higher education institutions have typically processed these
refund disbursements by preparing and distributing paper checks, which is both time consuming and costly for institutions and slow and inconvenient for
students. After a higher education institution purchases the OneDisburse  service, the institution sends the full amount of each student’s disbursement to us
and we then forward the funds to the student in accordance with the student’s instructions. For students with OneAccounts, disbursements are generally made
by electronic transfers to their OneAccounts. By partnering with us to provide refund disbursements and related processes, including the student/customer
service function, our clients reduce their time and cost spent on handling disbursements, improve the related business processes and increase convenience for
students. In addition to saving time and costs for our clients, OneDisburse  is designed to ensure that the refund disbursement process is fully compliant with
all applicable federal regulations, thereby providing our clients compliance monitoring services, which eases their administrative and regulatory burden.
OneDisburse  also has a number of features that benefit students receiving refunds, including convenient and fast processing of refunds and notifications via
email or text message of incoming refund disbursements. As of December 31, 2010, over 430 campuses serving approximately 3.3 million students had
contracted to use the OneDisburse  service.

Payment Suite
Our payment suite includes the following software-as-a-service products and services, which our higher education institutional clients may purchase

separately or together as a bundle. As of December 31, 2010, over 330 campuses serving approximately 2.5 million students had contracted to use one or more
products and services in our payment suite.

ePayment™. Our ePayment product enables higher education institutions to securely accept online payments for tuition, charges and fees from students
via credit card, pinless debit or without charge via ACH. Our ePayment product also allows students to set up and maintain recurring payments and authorize
other users such as parents to pay student related charges on their behalf. SmartPay, a feature of ePayment, enables higher education institutions to reduce the
cost of accepting credit and debit cards by passing the convenience fee to the payers.

eBill™. Our eBill product enables higher education institutions to automate payer billing and processing functions performed on campus and to extend
payment services. This product allows the student or authorized payer to view the bill online and enables them to make payments online. By automating the
billing process and facilitating electronic payments, higher education institutions can reduce administrative and labor costs, deliver bills quickly and securely
and increase student and authorized payer convenience. eBill also expedites the processing, authorization and receipt of student payments.

MyPaymentPlan™. Our MyPaymentPlan product enables higher education institutions to
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personalize students’ payment plans, in order to better meet the individual needs of each student. In particular, MyPaymentPlan offers campus administrators
the ability to tailor payment plan rules and fees; access the status and history of each student’s account; and calculate the due date and payment schedule for
each student.

eMarket™. Our eMarket product enables higher education institutions to provide their academic, athletic and other departments with Internet e-
commerce storefronts that can be used for, among other things, taking alumni donations, selling items such as event tickets, t-shirts and other merchandise,
and accepting payments of event and conference registration fees. Higher education institutions can also use eMarket as an administrative portal to maintain
centralized control of policy setting and reporting while allowing individual departments and entities autonomy to manage their operations. This centralized
approach enables the institution to update policies related to campus commerce immediately and uniformly throughout all departmental campus storefronts.

Cashiering™. Our Cashiering enables higher education institutions to operate and manage their cashiering functions, back office payments and
campus-wide departmental deposits. In particular, Cashiering allows: institutions to process walk-in and mail payments at any cashier’s office on campus;
departments to allocate deposits to specific general ledger accounts in a paperless environment; and multiple locations to receive any information that is
downloaded into the CASHNet database.

Other Products and Services
 

 
•  OneDisburse  ID. We offer our higher education institutional clients the option to combine our debit card with the institution’s ID cards. If an

institution elects this option, we provide its students with our OneCard, which is a debit MasterCard ATM card and also serves as their official
campus identification.

 

 
•  OneDisburse  Payroll. Our OneDisburse  Payroll product can quickly and efficiently distribute payroll and other employee-related payments

through the OneDisburse  platform.
 

 
•  Financial Intelligence. In 2009, we launched a product to deliver financial literacy to the students at higher education institutions that can be

purchased by the institution and offered directly to students through their existing Higher One co-branded website. This product offers students an
online class that uses game based learning to help teach financial literacy.

Products and Services for Students – The OneAccount
Through our bank partner, our OneAccount product provides students, as well as faculty, staff and alumni, with an FDIC-insured online checking

account with no monthly fee and no minimum balance. We also provide OneAccount holders with a OneCard, which is a debit MasterCard ATM card.
Students can use their OneCard instead of cash or writing checks to make purchases wherever MasterCard is accepted at millions of locations worldwide or
online. Many students also use their OneCard to pay bills automatically, send money instantly to other OneAccount holders and access over 540 Higher One
ATMs located on or near campuses, with no fee to OneCard holders.

The OneAccount includes features designed to provide students with powerful, convenient, user-friendly tools to manage their finances, such as free text
to balance, mobile low balance alerts, a mobile website and a scan deposit feature. Other customized features of the OneAccount include: “Campus Auto-
Load,” which allows students to set up automatic funds transfers to campus flexible spending accounts, and the “Request Money” and “Send Money”
features, which allow students to request money from parents and provides parents with a mechanism to make person-to-person payments into students’
OneAccounts, respectively. As of December 31, 2010, there were approximately 1.6 million OneAccounts. In December 2010, we began to offer a new version
of the OneAccount, that has a different fee schedule compared to the original OneAccount. We may offer other versions of the OneAccount in the future as
well. Different versions of the OneAccount either have or are expected to
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have different fee schedules, some with monthly fees that are waived if certain activity requirements are met.

Sales and Marketing

Our sales and marketing efforts separately target our two key markets: higher education institutions and their students.

Higher Education Institutions

Our dedicated and experienced sales team actively markets our products and services to higher education institutions in the United States. This team
identifies potential new clients through a variety of channels, including higher education regional and national tradeshows, existing client showcase events and
through word-of-mouth referrals. The sales process typically includes an extended solicitation period, which can be lengthy, and that usually includes phone
conversations, in-person presentations and formal proposals to various levels of administrators. Historically, our primary points of contact have been an
institution’s chief financial officer and bursar; however, following our acquisitions of EduCard LLC, or EduCard, and Informed Decisions Corp., or IDC,
our marketing team also started contacting chief technology officers.

An important part of our sales effort is educating our potential clients about the benefits of our products and services for both the higher education
institution and its students. Institutions generally are attracted to the idea of partnering with us to provide their payment functions because of the resulting
operating efficiencies, compliance monitoring and the potential benefits to students, such as receiving financial aid disbursements and paying bills more
quickly and conveniently.

Students
Once we enter into a contract with a higher education institution, we begin focusing our marketing effort on the institution’s students. Our consumer-

marketing department conducts student-directed marketing efforts with a primary goal of increasing awareness and usage of our services, including both our
payment products and our OneAccount.

We work closely with our higher education institutional clients to communicate the benefits of our products and services through school-branded
communications and literature in an effort to increase both the number of new OneAccounts and usage of existing OneAccounts. Typically, we will send
information to parents and incoming students soon after their admission applications are accepted by the school and during student orientation. We generally
contact returning students before the beginning of a new semester and place signs in strategic campus locations such as bookstores, student centers, dining
halls, athletic facilities and cash dispensers to increase awareness of our products and services. Before we introduce our OneDisburse  service to a new higher
education institutional client, we frequently implement a word of mouth program through which selected students volunteer to use our service and provide
word of mouth marketing and education to other students on campus. In an effort to strengthen our relationships with students, we often sponsor and support
on-campus events and create a co-branded website with the higher education institutions. Our higher education institutional clients provide us with student
email addresses that we commonly use to communicate with students about our products and services. Many times, we also use these email addresses, as well
as on-campus orientation events, to distribute our “Money 101” lessons, which provide tips and other information to improve students’ financial literacy,
such as explaining how a checking account works, how to protect against security breaches and how to avoid excessive fees.

Customer and Client Service

We are dedicated to addressing the needs of both our higher education institutional clients and student customers. We believe that our multi-pronged
approach to providing cost-effective customer service helps make us an industry-leader in customer satisfaction.
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Higher Education Institutions

We believe we enhance our sales and marketing efforts by providing reliable after-sale service. Our dedicated client-service employees are focused on
servicing our higher education institutional clients.

We provide higher education institutional clients with a variety of service touch points, such as a dedicated relationship manager, OneSupport, our
client support for managers and administrative staff at our higher education institutions, and the Higher One User Group, or HUG, our regularly held client
conference. Our dedicated relationship managers are responsible for ensuring we maintain a strong relationship with each of our institutional clients and for
assisting, supporting and providing updates on the quality and use of our services. OneSupport is designed to address a range of client issues from client
specific technical questions to client service matters that require management’s attention. During our HUG conferences, clients can meet in-person with our
management and staff to learn about new features and products, updates to current offerings and build long lasting personal relationships.

Students
As of December 31, 2010, we had approximately 190 after-sales customer service representatives to assist students and others in the campus

community that use our products and services. Our website provides a searchable database of frequently asked questions that we regularly update as more
questions are answered by our customer service team. This database helps us assist our self-service oriented customers. We also provide students with the
ability to contact us via telephone, email and text message.

We systematically evaluate our performance through our analysis based on our internal service levels established for customer service inquiries and
response and issue resolution times. We also record and analyze refund delivery cycles and seasonal variances to help identify and adapt to particularly high
volume periods by, among other things, increasing ATM cash holdings for peak refund periods and increasing customer service staff during seasonally busy
periods, which is typically the beginning of each semester.

Key Relationships with Third Parties

We maintain relationships with a number of third parties that provide key services for us. By partnering with third-party providers, we are able to
streamline our own operations and infrastructure and provide a high level of specialized services. Our primary third-party provider relationships are with the
following entities:

The Bancorp Bank
The Bancorp Bank provides FDIC-insured depository services for all of our OneAccounts, as well as other banking functions such as supplying cash

for our ATM machines. Under the terms of our agreement with The Bancorp Bank, we maintain responsibility for the technology-related aspects of the
OneAccounts.

The Bancorp Bank is a publicly traded, Delaware-chartered, FDIC-insured depository institution. We began our relationship with The Bancorp Bank
in May 2008 and our current agreement is scheduled to expire in May 2013. It will thereafter automatically renew on an annual basis unless either party
cancels. We have a right, subject to a notice period, to terminate this agreement. Upon termination of the agreement, The Bancorp Bank is obligated to transfer
the OneAccount deposits to another institution that we designate. We do not pay The Bancorp Bank a fee for its services; rather its sole compensation is to
retain the investment returns earned on OneAccount deposits. The Bancorp Bank pays us a monthly processing fee based on amounts deposited in
OneAccounts and prevailing interest rates.

The market for FDIC-insured retail banking services is very competitive and we continue to evaluate other bank partnership options. While we are
satisfied with our current bank partnership, we believe other options would exist if we changed partners. The Bancorp Bank is our third banking partner
since our inception and, in the past, when we have changed banking partners, we have done so in a
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limited amount of time and with no material disruption or inconvenience to any of our customers. While we have evaluated the relative costs and benefits of
establishing or acquiring an institution capable of offering FDIC-insured retail banking services, we have decided to operate our banking activity through a
bank partnership at this time for strategic and operational purposes.

Fiserv Solutions, Inc.
Fiserv Solutions, Inc., or Fiserv, provides back-end account and transaction data processing for OneAccounts and OneCards, including: core

processing, ACH processing, issuance authorization and settlement, ATM driving and related services. We began our relationship with Fiserv in November
2001 and our current agreement is scheduled to expire in June 2014. Thereafter, unless either party cancels, our agreement will automatically renew on an
annual basis. We pay Fiserv a monthly fee for services rendered and related software licenses.

MasterCard International Incorporated
MasterCard International Incorporated, or MasterCard, provides the payment network for our OneCard MasterCard debit and ATM card and certain

other transactions, including for SmartPay. We have an exclusive relationship with MasterCard through 2013 for the issuance and marketing of debit cards.
As a registered member service provider with MasterCard, we arrange for the marketing of both embossed and unadorned MasterCard debit cards. Fiserv is a
principal debit licensee of MasterCard and provides certain processing, implementing and support services to facilitate our OneCard program. We receive
various incentives, both directly from MasterCard and indirectly through Fiserv, for achieving growth targets in the issuance and promotion of our cards.

Comerica Incorporated and Global Payments Inc.
Comerica Incorporated and Global Payments Inc., or Comerica and Global Payments, provide transaction processing and banking services for payment

processing related to the SmartPay feature of our ePayment service. The primary function of Global Payments is to route credit card authorization requests and
to settle credit card transactions. Comerica provides acquiring sponsorship in the card payment networks related to our SmartPay service.

Terremark North America, Inc. and Neospire, Inc.
Terremark North America, Inc. (formerly NAP of the Americas, Inc.), or Terremark, and Neospire, Inc., or Neospire, provide web and application

hosting services in secure data centers. These vendors provide various managed services including security, network, cooling, power, hardware and other
services to host our proprietary applications. Both vendors have been certified as compliant with Payment Card Industry’s, or PCI, standards and have
business continuity plans. Under our standing agreement, we occasionally purchase computer hardware and software from Terremark and Neospire. We also
compensate Terremark and Neospire on a monthly basis for services rendered.

Technology

We have invested in establishing a secure technology platform to provide us with a flexible and scalable infrastructure. Our technology strategy is to
focus our internal resources on proprietary applications while leveraging third party partnerships or purchases for more routine applications. For example, the
OneDisburse  and OneAccount platforms include major components of internally developed software, while we partner with third parties to provide banking
core processing, transaction processing and web hosting.

The key modules of our technology platform include:

HigherOneAccount.com

Our software engineering team has developed and maintains this web application, which allows students and parents to manage their OneAccount. It
offers robust, self-service online banking for our
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OneAccount accountholders including: viewing statements, paying bills, making electronic deposits, making electronic transfers and filing service requests. It
also integrates institution-specific features, including management of payroll, financial aid refunds and automatic replenishment of campus accounts through
Campus Auto-Load. This website also allows attractive opportunities for co-branding with our higher education institutional clients.

CashNet.com
This web application is used to administer and initiate transactions in our payment suite of products. Higher education institution administrators can

change certain confirmation settings and run reports, while students and parents can perform certain functions, such as viewing electronic bills, making
payments and enrolling in payment plans.

HigherOneSupport.com

We maintain this administrative website for use by our higher education institutional clients and our internal staff. It offers institutions useful functions,
including real-time reports, research on cards and students, access control for administrators to the website and an audit trail of all cash movement. Our
internal staff performs customer service, transaction flow monitoring, access control for employees and site administration for this website.

HigherLink

HigherLink is our batch file processing engine for integrating our technology with the systems of our higher education institutional clients and other
external parties. It handles import and processing of cardholder demographic data, photos and disbursement files, as well as export of card status files and
other integration files.

Technology Audits

Our development team, consisting of both in-house and third party contractor team members, develops and tests our proprietary software applications,
including our regular software releases. Since 2006, we have conducted technology audits that are designed to identify weaknesses in our information
technology infrastructure and to provide recommendations for how to improve it. We incorporate the audit findings into our strategic planning process.

Our CASHNet  payment suite was most recently certified as PCI-compliant in January 2011 by 403 Labs. Each of our critical systems, other than our
customer service call center, has internal redundancy functions and often includes secondary sites. While our customer service representatives are
geographically dispersed, the customer service related telephone system housed in our New Haven, Connecticut office must be functioning to keep customer
service phone lines open. In order to reduce the risk of our customer service representatives losing the ability to take live inbound calls, we are in the process of
creating a secondary site for our telephone system.

Intellectual Property

We rely on a combination of patent, copyright, trademark and trade secret laws, as well as nondisclosure agreements and other agreements and technical
measures to protect our technology and intellectual property rights, including our proprietary software.

We have four registered patents and several patent applications in the United States relating to our products and services. In addition, we use a variety of
unregistered trademarks and have seven registered trademarks in the United States: Higher One , OneDisburse , Refund Management , CASHNet ,
CASHNet (service mark) , CASHNet… any payment, anytime, anywhere  and CASHNet Business Office . Our domain names include “HigherOne.com,”
“HigherOneSupport.com,” “HigherOneAccount.com” and “CASHNet.com” and our proprietary software includes both internal and customer facing
applications. See “Part I, Item 1. Business—Technology” of this report. Finally, we also license certain intellectual property from third parties.
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Our issued patents expire in 2023 and 2024. Our trademark registrations have various expiration dates, but, subject to applicable law at the time, our
trademark registrations generally can be renewed or otherwise extended on an ongoing basis based on proper use and formal renewals.

Although our business is not dependent on any single item of our intellectual property portfolio, and no item of our intellectual property is material to the
operation of our business, we believe that our intellectual property provides a competitive advantage, and from time to time we have taken steps to enforce our
intellectual property rights. See “Part I, Item 3. Legal Proceedings” of this report.

Competition

We do not believe there is a competitor that provides a suite of products and services to the higher education industry that is as comprehensive, integrated
and tailored as ours. However, the market for payment services in the higher education industry is competitive. Other companies, including SLM Corporation
(Sallie Mae ), Nelnet, Inc., PNC Financial Services Group, Inc. and TouchNet Information Systems, Inc., provide payment software, products and services
that are competitive to those that we offer. For student banking and debit card services, we compete with banks active in the higher education industry,
including U.S. Bancorp and Wells Fargo & Company.

While many of our competitors have substantially greater financial and other resources than we have, may in the future offer a wider range of products
and services and may use advertising and marketing strategies that achieve broader brand recognition, we believe that our products and services remain
competitive in their respective markets. In particular, we believe that the functionality and service provided by our OneDisburse  and payment suite of
products provide us with a competitive advantage, while the pricing of, and services provided for, our retail banking products are competitive with those of
other providers.

Government Regulation

As a payments processor to higher education institutions that takes payment instructions from institutions and their constituents, including students
and employees, and gives them to our bank partner, we are directly or indirectly subject to a variety of federal and state laws and regulations. The following
discussion does not purport to be a complete description of all of the laws and regulations that may affect us or all aspects of those laws and regulations. To
the extent statutory or regulatory provisions are described in this discussion, the description is qualified in its entirety by reference to the particular statutory or
regulatory provisions.

Our contracts with most of our higher education institutional clients and our bank partner require us to comply with applicable laws and regulations,
including, where applicable, regulations promulgated by the United States Department of Education regarding the handling of student financial aid funds
received by institutions on behalf of their students under Title IV of the Higher Education Act of 1965, or Title IV; the Family Educational Rights and
Privacy Act of 1975, or FERPA; the Electronic Fund Transfer Act and Regulation E promulgated thereunder, or Regulation E; the USA PATRIOT Act and
related anti-money laundering requirements; and certain federal rules regarding safeguarding personal information, including rules implementing the privacy
provisions of the Gramm-Leach-Bliley Act of 1999, or GLBA.

Higher Education Regulations

Because of the services we provide to some institutions with regard to the handling of Title IV funds, the Department of Education may deem us to be a
“third-party servicer” under the Title IV regulations. Those regulations require a third-party servicer annually to submit a compliance audit conducted by
outside independent auditors that covers the servicer’s Title IV activities. Although we do not believe that we should be deemed a “third-party servicer,” as a
precaution in the event that we were in fact deemed to be a third-party servicer in the future, each year we submit a “Compliance Attestation Examination of the
Title IV Student Financial Assistance Programs” audit to the Department of Education, which includes a report by an independent audit firm. In addition, the
yearly audit submission to the
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Department of Education provides comfort to certain of our higher education institutional clients that we would be in compliance with the third-party servicer
regulations if they were deemed to apply to us. We also provide this audit report to clients upon request to help them fulfill their compliance audit obligations as
Title IV participating institutions.

If we were deemed to be a third-party servicer, certain other Title IV regulations would apply to our business. These include, for example, regulations
making a third-party servicer jointly and severally liable with its client institution for any liability to the Department of Education arising out of the servicer’s
violation of Title IV or its implementing regulations, which could subject us to material fines related to acts or omissions of entities beyond our control. The
Department of Education is also empowered to limit, suspend or terminate the violating servicer’s eligibility to act as a third-party servicer and to impose
significant civil penalties on the violating servicer.

Our higher education institutional clients are subject to FERPA, which prohibits educational institutions that receive any federal funding from disclosing
certain personally identifiable information of any student to third parties without the student’s consent, subject to certain exceptions. Our higher education
institutional clients disclose to us certain information concerning their students, including contact information, student identification numbers and the amount
of students’ credit balances. We believe that our higher education institutional clients may disclose this information to us pursuant to one or more exceptions to
FERPA disclosure prohibition.

Additionally, as we are indirectly subject to FERPA, we may not permit the transfer of any personally identifiable information to another party other
than in a manner in which an educational institution may disclose it. While we believe that we have adequate policies and procedures in place to safeguard
against the risk of disclosure of this information to third parties, a breach of this prohibition could result in a five-year suspension of our access to the related
client’s records. We may also be subject to similar state laws and regulations that restrict higher education institutions from disclosing certain personally
identifiable information of students. For example, an Illinois law passed in 2009 prohibits certain public higher education institutions in Illinois from
providing personally identifiable information of students to businesses that issue credit or debit cards.

Banking Regulations
The Bancorp Bank, or the Bank, our bank partner, is an insured depository institution, and funds held in each deposit account at our bank partner

are insured by the FDIC up to applicable limits. As an insured depository institution, our bank partner is subject to comprehensive government regulation
and, in the course of making its services available to our customers, we are required to assist the bank in complying with certain of its regulatory obligations.
Among other laws and regulations, the anti-money laundering provisions of the USA PATRIOT Act require that customer identifying information be obtained
and verified whenever a bank account is established. For example, because we facilitate the opening of deposit accounts at the Bank on behalf of our
customers, we assist the Bank in collecting the basic customer identification information that is necessary to open an account. In addition, both we and the
Bank are subject to the laws and regulations enforced by the Office of Foreign Assets Control, or OFAC, which prohibit U.S. persons from engaging in
transactions with certain prohibited persons. As a service provider to an insured depository institution, we are required under federal law to agree to submit to
examination by our bank partner’s primary federal regulator, which is currently the FDIC. We also are subject to audit by our bank partner to ensure that we
comply with our obligations to it appropriately. Failure to comply with our responsibilities properly could negatively affect our operations. Our bank partner is
required under its agreement with us to, and we rely on our bank partner’s ability to, comply with state and federal banking regulations.

The Bank provides demand deposit services for OneAccounts through a private label relationship. We provide processing services for these
OneAccounts for the Bank. These services are subject to, among other things, the requirements of the Electronic Fund Transfer Act and the Federal Reserve
Board’s Regulation E, which govern automatic deposits to and withdrawals from deposit accounts and customers’ rights and liabilities arising from the use of
ATMs, debit cards and other electronic banking services. Regulation E, among other things, requires initial disclosures of the terms and conditions of
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electronic fund transfers, dissemination of periodic statements to consumers for each monthly cycle in which an electronic fund transfer has occurred and
prompt investigation and resolution of reported errors in electronic funds transfers. Regulation E also provides for limits on customer liability for transactions
made with lost or stolen debit cards based upon the timeliness of the customer’s notification of the loss or theft. In conjunction with the Bank, we promptly
investigate and seek to resolve any reported errors related to the electronic banking services provided to our customers.

The Federal Reserve Board amended Regulation E to limit the ability of financial institutions, effective July 1, 2010, to assess an overdraft fee for
paying ATM and one-time debit card transactions that overdraw a consumer’s account, unless the consumer affirmatively consents, or opts in, to the
institution’s payment of overdrafts for these services. We and our banking partner adopted these changes, but we do not currently offer the opt in feature to our
customer for ATM or one-time debit card transactions.

On July 21, 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act, or the Act, was signed into law. The Act will increase the already
substantial regulation and oversight of the financial services industry and imposes restrictions on the ability of firms within the industry, including us, to
conduct business consistent with historical practices. For example, under the Act, a Consumer Financial Protection Bureau will be established to regulate any
person engaged in a “financial activity” in connection with a consumer financial product or service, including those, such as us, that process financial
services products and services. The new agency will have regulatory authority for many of the laws to which we and the Bank, are subject and may have
direct supervisory authority over us. Additionally, the new agency will implement and oversee new regulations relating to consumer financial protection
designed to prevent unfair, deceptive, and abusive practices in the offering of consumer financial products.

The Act also requires changes to be made to the manner in which merchants accept and process certain debit- and credit-card transactions. The Act,
subject to certain exemptions, requires the Federal Reserve to impose limits on debit card interchange fees tied to the cost of processing the transaction, which
may have the result of decreasing revenue to debit card issuers and processors. In December 2010, the Federal Reserve proposed a new Regulation II that,
among other things, would limit interchange fees on debit card transactions to a maximum of 12 cents per transaction. If included in the final Regulation II,
this maximum limit could significantly reduce interchange fees received by debit card issuers. Although these restrictions technically will apply only to debit
card issuers with assets in excess of $10 billion, it is anticipated that smaller issuers, such as the Bank, may also be affected. Some federal, state, and local
government-administered payment programs that use debit cards are exempt from this interchange fee restriction.

Additionally, the Act permits merchants to offer a discount or other incentive to encourage use of one form of payment over another, and it prohibits
restrictions on merchants’ choice of payment processing networks. The Act allows merchants to set a minimum purchase threshold for credit card
transactions provided such threshold does not exceed $10, and it permits institutions of higher education and federal agencies – which constitute many of our
clients – to impose maximum dollar amounts for credit-card purchases.

Individual state legislatures are also reviewing interchange fees, and legislators in a number of states have proposed bills that purport to limit interchange
fees or merchant discount rates or to prohibit their application to portions of a transaction.

Federal and state regulatory agencies also frequently propose and adopt changes to their regulations or change the manner in which existing regulations
are applied. We cannot predict the substance or impact of pending or future legislation or regulation, or the application thereof, although enactment of the
proposed legislation would affect how we and our bank partner operate and could significantly increase costs, impede the efficiency of internal business
processes and limit our ability to pursue business opportunities in an efficient manner. See “Part I, Item 1A. Risk Factors” of this report.
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Privacy and Data Regulation
We are subject to laws and regulations relating to the collection, use, retention, security and transfer of personally identifiable information and data

regarding our customers and their financial information. In addition, we are bound by our own privacy policies and practices concerning the collection, use
and disclosure of user data, which are posted on certain of our websites.

In conjunction with the disbursement, payroll and tuition payment services we make available through our bank partner, it is necessary to collect
certain information from our customers (such as bank account and routing numbers) to transmit to the bank. The bank uses this information to execute the
funds transfers requested by our customers. These funds transfers are accomplished primarily by means of ACH networks and other wire transfer systems,
such as FedWire. To the extent the data required by these electronic funds networks change, the information that we will be required to request from our clients
may also change.

We are subject, either directly or by virtue of our contractual relationship with our bank partner, to the privacy and security standards of the GLBA
privacy regulations, as well as certain state data protection laws and regulations. The GLBA privacy regulations require that we develop, implement and
maintain a written comprehensive information security program prescribing safeguards that are appropriate to our size and complexity, the nature and scope of
our activities and the sensitivity of any personally identifiable information we access for processing purposes or otherwise maintain. As a service provider of
the Bank, we also are limited in our use and disclosure of the personal information we receive from the bank, which we may use and disclose only for the
purposes for which it was provided to us, and consistent with the bank’s own data privacy and security obligations. We also are subject to the standards set
forth in guidance on data security issued by the Federal Financial Institution Examination Council, as well as the data security standards imposed by the card
associations, including Visa, Inc., and MasterCard. In addition, we are subject to similar data security breach laws enacted by a number of states. Several
other states are considering similar legislation.

New legislation and regulations in this area have been proposed, both at the federal and state level. Such measures, including pending federal legislation,
would potentially impose additional obligations on us, including requiring that we provide notifications to consumers and government authorities in the event
of a data breach or unauthorized access or disclosure, beyond what state law already requires. The interpretation of pending legislation and regulations, as well
as some of the existing laws and regulations, is evolving and, therefore, these laws and regulations may be applied inconsistently. Under some interpretations,
it is possible that our current data protection policies and practices may be deemed inconsistent with legal requirements, and breaches in the security of our
technology systems and infrastructure could result in a violation of these laws and regulations.

Compliance
We monitor our compliance through an internal audit program. Our full-time internal auditor works with a third-party internal audit firm to conduct

annual reviews to ensure compliance with the regulatory requirements described above. The costs of these audits and the costs of complying with the
applicable regulatory requirements are significant. Increased regulatory requirements on our products and services, such as in connection with the matters
described above, could materially increase our costs or reduce revenue.

Regulatory Inquiry
Because our technology services are provided in connection with the financial products of our bank partner, our activities are occasionally reviewed by

regulatory agencies to ensure that we do not impermissibly engage in activities that require licensing at the state or federal level or that otherwise may be deemed
to be in violation of law. In the ordinary course of business, we receive letters and inquiries concerning the nature of our business as it applies to state “money
transmitter” licensing and regulations from different state regulatory agencies including but not limited to the State of Texas Department of Banking, the State
of Washington Department of Financial Institutions and the State of Oregon Department of Consumer and Business Services. To date, we have cooperated
with such inquiries by
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explaining the nature of our business, which, to our knowledge, has satisfied the inquiring authorities. In 2007, the New York Attorney General launched an
investigation into practices in the higher education industry involving certain of our higher education institutional clients. Pursuant to a subpoena, we have
provided certain information about our clients’ and our business practices to the New York Attorney General. We most recently submitted information in
November 2010. We cannot predict whether we will become subject to any formal investigation or other action by the New York Attorney General or any other
state agencies.

Our operations and the operations of our bank partner are subject to the jurisdiction and examination of federal, state and local regulatory authorities,
including the FDIC, which is our bank partner’s primary federal regulator. Following a recently conducted compliance examination, the New York Regional
Office of the FDIC notified us that it is prepared to recommend to the Director of FDIC Supervision that an enforcement action be taken against us for alleged
violations of certain applicable laws and regulations principally relating to our compliance management system and policies and practices for past overdraft
charging which we believe to have impacted persistently delinquent accounts, which is a small percentage of our total accounts, collections, and transaction
error resolution. Any such enforcement action could result in an order to pay restitution and civil money penalties. We are in the process of responding to the
FDIC’s notification and we believe that we have voluntarily either remedied or taken steps to correct the alleged violations. For example, in connection with our
review of the Overdraft Payment Programs and Consumer Protection Final Overdraft Payment Supervisory Guidance which requires modifications, if
necessary, to be put in place prior to July 1, 2011, we reviewed our item processing procedures in December 2010 to ensure that transactions were not
processed in a manner designed to maximize the cost to consumers. Any ultimate liability resulting from such an action we believe will not have a material
adverse effect on our results of operations, financial position or cash flows, but there can be no assurances as to the outcome of this process. See “Part 2,
Item 1A. Risk Factors—Reviews and enforcement actions by regulatory authorities under banking and consumer protection laws and regulations may result in
changes to our business practices or may expose us to the risk of fines, restitution and litigation” of this report.

Employees

As of December 31, 2010, we had approximately 450 employees. In addition, during periods of peak activity, we add temporary staff to supplement our
customer service department. None of our employees is a member of any labor union or subject to any collective bargaining agreement and we have never
experienced any business interruption as a result of any labor dispute.

Available Information

The Securities and Exchange Commission, or SEC, maintains a website that contains reports, proxy and information statements, and other information
regarding issuers, including us, that file electronically with the SEC. The public can obtain any documents that we file with the SEC at http://www.sec.gov.
We file annual reports, quarterly reports, proxy statements and other documents with the under the Securities Exchange Act of 1934, as amended, or the
Exchange Act. The public may read and copy any materials that we file with the SEC at the SEC’s Public Reference Room at 100 F Street, N.E., Washington,
D.C. 20549. The public may obtain information on the operation of the Public Reference Room by calling the SEC at 1-800-SEC-0330.

We also make available free of charge through our website (http://ir.higherone.com) our Annual Report on Form 10-K, Quarterly Reports on Form 10-Q,
Current Reports on Form 8-K, and, if applicable, amendments to those reports filed or furnished pursuant to the Exchange Act as soon as reasonably
practicable after we electronically file such material with, or furnishes it to, the SEC. Information on our website is not incorporated into this report or any of
our SEC filings and is not a part of them.
 
Item 1A. Risk Factors
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Our financial condition and results of operations are subject to various risks, uncertainties and other factors. These risks and uncertainties
include, but are not limited to, the risk factors set forth below. The risks and uncertainties described in this report are not the only ones we face.
Additional risks and uncertainties not presently known to us or that we currently believe are immaterial may also affect our business. If any of these
known or unknown risks or uncertainties actually occurs, they could have a material adverse effect on our business, financial condition and results of
operations.

Our operating results may suffer because of substantial and increasing competition in the industries in which we do business.

The market for our products and services is competitive, continually evolving and, in some cases, subject to rapid technological change. Our
disbursement services compete against all forms of payment, including paper-based transactions (principally cash and checks), electronic transactions such
as wire transfers and Automated Clearing House, or ACH, payments and other electronic forms of payment, including card-based payment systems. Many
competitors, including Sallie Mae, TouchNet Information Systems, Inc., PNC Financial Services Goup, Inc. and Nelnet, Inc., provide payment software,
products and services that compete with those we offer. In addition, our OneAccount and OneCard products and services, which we provide through our bank
partner, also compete with banks active in the higher education market, including U.S. Bancorp and Wells Fargo & Company. Future competitors may begin
to focus on higher education institutions in a manner similar to us.

Many of our competitors have substantially greater financial and other resources than we have, may in the future offer a wider range of products and
services and may use advertising and marketing strategies that achieve broader brand recognition or acceptance. In addition, our competitors may develop new
products, services or technologies that render our products, services or technologies obsolete or less marketable. If we cannot continue to compete effectively
against our competitors, our business, financial condition and results of operations will be materially and adversely affected.

Reviews and enforcement actions by regulatory authorities under banking and consumer protection laws and regulations may result in changes
to our business practices or may expose us to the risk of fines, restitution and litigation.

Our operations and the operations of our bank partner are subject to the jurisdiction and examination of federal, state and local regulatory authorities,
including the FDIC, which is our bank partner’s primary federal regulator. Our business practices, including the terms of our products, are approved by our
banking partner and subject to both periodic and special reviews by such regulatory authorities, which can range from investigations into specific consumer
complaints or concerns to broader inquiries into our practices generally. We and our bank partner are subject to ongoing and routine examination by the FDIC.
If, as part of an examination or review, the regulatory authorities conclude that we are not complying with applicable laws or regulations, they could request or
impose a wide range of remedies, including, but not limited to, requiring changes to the terms of our products (such as decreases in fees), the imposition of
fines or penalties or the institution of enforcement proceedings or other similar actions against us alleging that our practices constitute unfair or deceptive acts
or practices. As part of an enforcement action, the regulators can seek restitution for affected customers and impose civil money penalties. In addition, negative
publicity relating to any specific inquiry or investigation or any related fine could adversely affect our stock price; our relationships with various industry
participants; or our ability to attract new and retain existing clients, which could have a material adverse effect on our business, financial condition and
results of operations.

Following a recently conducted compliance examination, the New York Regional Office of the FDIC notified us that it is prepared to recommend to the
Director of FDIC Supervision that an enforcement action be taken against us for alleged violations of certain applicable laws and regulations principally
relating to our compliance management system and policies and practices for past overdraft charging on persistently delinquent accounts, collections and
transaction error resolution. Any such enforcement
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action could result in an order to pay restitution and civil money penalties. We are in the process of responding to the FDIC’s notification, but there can be no
assurances as to the outcome of this process. An action instituted against us that results in significant changes to our practices, the imposition on us of fines or
penalties, or an obligation for us to pay restitution or civil money penalties could have a material adverse effect on our business, financial condition and
results of operations.

The fees that we generate through our relationships with higher education institutions and their campus communities are subject to competitive
pressures and are subject to change, which may materially and adversely affect our revenue and profitability.

We generate revenue from, among other sources, the banking services fees charged to our OneAccount holders, interchange fees related to purchases
made through our OneCard debit and ATM cards, which our bank partner charges and remits to us, convenience fees from processing tuition payments on
behalf of students, fees charged to our higher education institution clients and service fees that we receive from our bank partner based on amounts deposited
in OneAccounts and prevailing interest rates.

In an increasingly price-conscious and competitive market, it is possible that to maintain our competitive position with higher education institutions, we
may have to decrease the fees we charge institutions for our services. Similarly, in order to maintain our competitive position with our OneAccount holders, we
may need to work with our bank partner to reduce banking services fees charged to our OneAccount holders.

MasterCard could reduce the interchange rates, which it unilaterally sets and adjusts from time to time, and upon which our interchange revenue is
dependent. In addition, our OneAccount holders may modify their spending habits and increase their use of ACH relative to their use of OneCards, as ACH
payments are generally free, which could reduce the interchange fees remitted to us. Students may also become less willing to pay convenience fees when using
our payment transaction services. If our fees are reduced as described above, our business, results of operations and prospects for future growth could be
materially and adversely affected.

Fees for financial services are subject to increasingly intense legislative and regulatory scrutiny, which could have a material adverse effect on our
business, financial condition, results of operations and prospects for future growth.

In 2010, 2009 and 2008, approximately 78%, 88% and 85% of our revenue was generated from interchange fees, ATM fees, non-sufficient funds fees,
other banking services fees and convenience fees. These fees, as well as the financial services industry in general, have undergone or may undergo substantial
changes in the near future. These changes could have a material adverse effect on our business, financial condition, results of operations and prospects for
future growth.

Effective July 1, 2010, the Federal Reserve Board amended Regulation E to limit the ability of financial institutions to assess an overdraft fee for paying
ATM and one-time debit card transactions that overdraw a consumer’s account, unless the consumer affirmatively consents, or opts in, to the institution’s
payment of overdrafts for these services. In the absence of such a consent, a financial institution may not assess an overdraft fee on a consumer for an ATM
or one-time debit card transaction.

On July 21, 2010, the Dodd-Frank Wall Street Reform and Consumer Protection Act, or the Act, was signed into law. The Act will increase the already
substantial regulation and oversight of the financial services industry and imposes restrictions on the ability of firms within the industry, including us, to
conduct business consistent with historical practices. For example, under the Act, a Consumer Financial Protection Bureau will be established to regulate any
person engaged in a “financial activity” in connection with a consumer financial product or service, including those, such as us, that process financial
services products and services. The new agency will have regulatory authority for many of the
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laws to which we and our partner bank, The Bancorp Bank, are subject and may have direct supervisory authority over us, and it will implement and
oversee new regulations relating to consumer financial protection designed to prevent unfair, deceptive, and abusive practices in the offering of consumer
financial products.

The Act also requires changes to be made to the manner in which merchants accept and process certain debit- and credit-card transactions. The Act,
subject to certain exemptions, requires the Federal Reserve to impose limits on debit card interchange fees tied to the cost of processing the transaction, which
may have the result of decreasing revenue to debit card issuers and processors. In December 2010, the Federal Reserve proposed a new Regulation II that,
among other things, would limit interchange fees on debit card transactions to a maximum of 12 cents per transaction. If included in the final Regulation II,
this maximum limit could significantly reduce interchange fees received by debit card issuers. Although these restrictions technically will apply only to debit
card issuers with assets in excess of $10 billion, it is anticipated that smaller issuers, such as The Bancorp Bank, may also be impacted. Some federal, state,
and local government-administered payment programs that use debit cards are exempt from this interchange fee restriction. Additionally, the Act permits
merchants to offer a discount or other incentive to encourage use of one form of payment over another, and it prohibits restrictions on merchants’ choice of
payment processing networks. The Act allows merchants to set minimum purchase thresholds for credit card transactions, provided such thresholds do not
exceed $10, and it permits institutions of higher education and federal agencies – which constitute many of our clients – to impose maximum dollar amounts
for credit-card purchases. Individual state legislatures are also reviewing interchange fees, and legislators in a number of states have proposed bills that purport
to limit interchange fees or merchant discount rates or to prohibit their application to portions of a transaction.

Many of the provisions of the Act will not become effective until a year or more following its enactment and after the adoption and effectiveness of
implementing regulations. The scope and impact of many of the Act’s provisions, moreover, will be determined through the rule making process. As a result,
we cannot predict the ultimate impact of the Act on us or The Bancorp Bank at this time, nor can we predict the impact or substance of other future legislation
or regulation. However, we believe that the Act, other recent changes in regulation, including the Regulation E changes summarized above, and legislation under
consideration by the states could affect how we and our bank partner operate by significantly reducing the interchange fees, ATM fees, non-sufficient fund
fees, other banking services fees and convenience fees charged in respect of our services and that drive our financial results. These regulatory and legislative
changes could also increase our costs, impede the efficiency of our internal business processes or limit our ability to pursue business opportunities in an
efficient manner. The occurrence of any of these risks could materially and adversely affect our business, financial condition and results of operations.

We rely on our bank partner for certain banking services, and a change in relationship with our bank partner or its failure to comply with certain
banking regulations could materially and adversely affect our business.

As the provider of FDIC-insured depository services for all of our OneAccounts, as well as other banking functions, such as supplying cash for our
ATM machines, The Bancorp Bank, our bank partner, provides third-party services that are critical to our student-oriented banking services. If any material
adverse event were to affect The Bancorp Bank, including, but not limited to, a significant decline in its financial condition, a decline in the quality of its
service, loss of deposits, its inability to comply with applicable banking and financial service regulatory requirements, systems failure or its inability to pay
us fees, our business, financial condition and results of operations could be materially and adversely affected. If we were required to change banking partners,
we could not accurately predict the success of such change or that the terms of our agreement with a new banking partner would be as favorable to us,
especially in light of the recent consolidation in the banking industry, which has rendered the market for FDIC-insured retail banking services less
competitive.

The length and unpredictability of the sales cycle for signing potential higher education institution clients could delay new sales of our products
and services, which could materially and adversely
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affect our business, financial condition and results of operations.

The sales cycle between our initial contact with a potential higher education institution client and the signing of a contract with that client can be lengthy.
As a result of this lengthy sales cycle, our ability to forecast accurately the timing of revenues associated with new sales is limited. Our sales cycle varies
widely due to significant uncertainties, over which we have little or no control, including:
 

 
•  the individual decision-making processes of each higher education institution client, which typically include extensive and lengthy evaluations

and require us to spend substantial time, effort and money educating each client about the value of our products and services;
 

 •  the budgetary constraints and priorities and budget cycle of each higher education institution client; and
 

 •  the reluctance of higher education staff to change or modify existing processes and procedures.

In addition, there is no guarantee that a potential client will sign a contract with us even after we spend substantial time, effort and money on the
potential client. A delay in our ability or a failure to enter into new contracts with potential higher education institution clients could materially and adversely
affect our business, financial condition and results of operations.

We depend on our relationship with higher education institutions and, in turn, student usage of our products and services for future growth of
our business.

Our future growth depends, in part, on our ability to enter into agreements with higher education institutions. While we have experienced significant
growth since 2002 in the number of our higher education institution clients, our contracts with these clients can generally be terminated at will and, therefore,
there can be no assurance that we will be able to maintain these clients. We may also be unable to maintain our agreements with these clients on terms and
conditions acceptable to us. In addition, we may not be able to continue to establish new relationships with higher education institution clients at our historical
growth rate or at all. The termination of our current client contracts or our inability to continue to attract new clients could have a material adverse effect on our
business, financial condition and results of operations.

Not only are establishing new client relationships and maintaining current ones critical to our business, but they are also essential components of our
strategy for maximizing student usage of our products and services and attracting new student customers. A reduction in enrollment, a failure to attract and
maintain student customers, as well as any future demographic trends that reduce the number of higher education students could materially and adversely
affect our capability for both revenue and cash generation and, as a result, could have a material adverse effect on our business, financial condition and
results of operations.

Global economic and other conditions may adversely affect trends in consumer spending, which could materially and adversely affect our
business, financial condition and results of operations.

A decrease in consumer confidence due to the weakening of the global economy may cause decreased spending among our student customers and may
decrease the use of our OneAccount and OneCard products and services. Increases in college tuition alongside stagnation or reduction in available financial aid
may also restrict spending among college students and the size of disbursements, reducing the use of our OneAccount and OneCard products and services and
demand for our disbursement services, which could materially and adversely affect our business, financial condition and results of operations.

Failure to manage future growth effectively could have a material adverse effect on our business, financial condition and results of operations.

The continued rapid expansion and development of our business may place a significant strain
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upon our management and administrative, operational and financial infrastructure. As of December 31, 2010, we had approximately 1.6 million
OneAccounts, representing growth of 61% from December 31, 2009. In 2010, our total revenue, adjusted EBITDA, adjusted net income and net income were
approximately $145.0 million, $59.5 million, $34.4 million and $25.1 million, respectively, which represents three-year compounded annual growth rates
over 2007 of approximately 73%, 121%, 142% and 122%, respectively. See “Part II, Item 7. Management’s Discussion and Analysis of Financial Condition
and Results of Operations” of this report for definitions of adjusted EBITDA and adjusted net income and reconciliations to net income. Our growth strategy
contemplates further increasing the number of our higher education institution clients and student banking customers, however, the rate at which we have been
able to establish relationships with our customers in the past may not be indicative of the rate at which we will be able to establish additional customer
relationships in the future.

Our success will depend in part upon the ability of our executive officers to manage growth effectively. Our ability to grow also depends upon our ability
to successfully hire, train, supervise, and manage new employees, obtain financing for our capital needs, expand our systems effectively, control increasing
costs, allocate our human resources optimally, maintain clear lines of communication between our operational functions and our finance and accounting
functions, and manage the pressures on our management and administrative, operational and financial infrastructure. There can be no assurance that we will
be able to accurately anticipate and respond to the changing demands we will face as we continue to expand our operations or that we will be able to manage
growth effectively or to achieve further growth at all. Similarly, there can be no assurance that we will be able to effectively control the increasing costs and
manage the additional demands placed on our finance and accounting staff and on our financial, accounting and information systems caused by our need to
comply with public company requirements, such as those relating to disclosure controls and procedures and internal control over financial reporting. If our
business does not continue to grow or if we fail to effectively manage any future growth or the increased costs and administrative burdens of being a public
company, our business, financial condition and results of operations could be materially and adversely affected.

Our business and future success may suffer if we are unable to cross-sell our products and services.

A significant component of our growth strategy is dependent on our ability to cross-sell products and services to new and existing customers. In
particular, our growth strategy depends on our ability to successfully cross-sell our disbursement services to our payment services clients and our payment
services to our disbursement services clients. We may not be successful in cross-selling our products and services because our customers may find our
additional products and services unnecessary or unattractive. Our failure to sell additional products and services to new and existing customers could have a
material adverse effect on our prospects, business, financial condition and results of operations.

We depend on our founders and other key members of executive management and the loss of their services could have a material adverse effect on
our business.

We substantially depend on the efforts, skill and reputations of our founders and senior management team including: Dean Hatton (President and CEO),
Mark Volchek (Founder and CFO), Miles Lasater (Founder and COO), Casey McGuane (Chief Service Officer) and Robert Reach (Chief Sales Officer). We
do not currently maintain key person life insurance policies with respect to our executive officers. None of our executive officers have entered into employment
agreements with us, leaving them free to terminate their involvement with us at any time and/or to pursue other opportunities. The loss of any of our executive
officers or founders could have a material adverse effect on our ability to manage our company, growth prospects, business financial condition and results of
operations.

We have no operating history in rehabilitation and development activities and these activities are inherently risky and could adversely impact our
business and strain management resources.

We are actively involved in a project to rehabilitate and develop two existing commercial buildings
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located in New Haven, Connecticut, which we expect will become our new corporate headquarters at the completion of the project. We do not have any prior
operating history in property rehabilitation and development and therefore uncertainties and unknown future challenges that may arise in connection with these
activities could divert management’s attention from our core business and strain management’s resources.

In addition, rehabilitation and development projects entail the following considerable risks:
 

 •  cost overruns including construction costs that may exceed our original estimates;
 

 •  unforeseen quality or engineering problems;
 

 •  construction delays;
 

 •  unanticipated financing costs;
 

 •  work stoppages and higher-than-estimated labor costs;
 

 •  weather interference;
 

 •  costs for the removal or remediation of hazardous or toxic substances present at, on, under or in or released from the project site; and
 

 
•  delays with respect to obtaining or the inability to obtain necessary zoning, occupancy, land use and other governmental permits, and/or changes

in zoning and land use laws.

If any of these problems occur, our plans to move into the facility may be delayed and the overall project costs may significantly exceed the costs that
were estimated when the project was originally undertaken, which could have a material adverse effect on our business, financial condition and results of
operations.

We may not be able to meet all of the criteria to obtain and retain various subsidies, grants and credits we expect to receive in connection with our
rehabilitation and development project.

We expect to receive various subsidies, grants and credits from different state and federal agencies and private entities that will offset our investment in
the rehabilitation project. Many of these programs have criteria that we must meet in order to receive the subsidies, grants and credits and also criteria that we
must meet on an ongoing basis in order to prevent forfeiture of the subsidies, grants and credits, and in some cases the imposition of a penalty. If we are not
able to meet either the initial or continuing criteria, we may forfeit some or all of the incentives which we are eligible for.

We are subject to substantial federal and state governmental regulation that could change and thus force us to make modifications to our
business. Compliance with the various complex laws and regulations is costly and time consuming, and failure to comply could have a material
adverse effect on our business. Additionally, increased regulatory requirements on our services may increase our costs, which could materially
and adversely affect our business, financial condition and results of operations.

As a payments processor to higher education institutions that takes payment instructions from institutions and their constituents, including students
and employees, and gives them to our bank partner, we are directly or indirectly subject to a variety of federal and state laws and regulations. Our contracts
with most of our higher education institution clients and our bank partner require us to comply with applicable laws and regulations, including, where
applicable:
 

 •  Title IV;
 

 •  FERPA;
 

 •  the Electronic Fund Transfer Act and Regulation E;
 

 •  the USA PATRIOT Act and related anti-money laundering requirements; and
 

 •  certain federal rules regarding safeguarding personal information, including rules implementing the privacy provisions of GLBA.

Higher Education Regulations
 

18



Table of Contents

Third-Party Servicer. Because of the services we provide to some institutions with regard to the handling of Title IV funds, the Department of
Education may deem us to be a “third-party servicer” under the Title IV regulations. Those regulations require a third-party servicer annually to submit a
compliance audit conducted by outside independent auditors that covers the servicer’s Title IV activities. Although we do not believe we should be deemed a
“third-party servicer,” each year we submit a “Compliance Attestation Examination of the Title IV Student Financial Assistance Programs” audit to the
Department of Education, which includes a report by an independent audit firm. We also provide this audit report to clients upon request to help them fulfill
their compliance audit obligations as Title IV participating institutions.

If we were deemed to be a third-party servicer, certain other Title IV regulations would apply to our business. These include, for example, regulations
making a third-party servicer jointly and severally liable with its client institution for any liability to the Department of Education arising out of the servicer’s
violation of Title IV or its implementing regulations, which could subject us to material fines related to acts or omissions of entities beyond our control. The
Department of Education is also empowered to limit, suspend or terminate the violating servicer’s eligibility to act as a third-party servicer and to impose
significant civil penalties on the violating servicer. In the event the Department of Education concluded that we were a third-party servicer, had violated Title IV
or its implementing regulations and should be subject to one or more of these sanctions, our business and results of operations could be materially and
adversely affected. There is limited enforcement and interpretive history of Title IV regulations relevant to this risk factor.

FERPA. Our higher education institution clients are subject to FERPA, which prohibits educational institutions that receive any federal funding from
disclosing certain personally identifiable information of any student to third parties without the student’s consent, subject to certain exceptions. Our higher
education institution clients disclose to us certain information concerning their students, including contact information, student identification numbers and the
amount of students’ credit balances. We believe that our higher education institution clients may disclose this information to us pursuant to one or more
exceptions to FERPA disclosure prohibition. However, if we do not fall into one of these exceptions or if future changes to legislation or regulations required
student consent before our higher education institution clients could disclose this information to us, a sizeable number of students may cease using our
products and services, which could materially and adversely affect our business, financial condition and results of operations.

Additionally, as we are indirectly subject to FERPA, we may not permit the transfer of any personally identifiable information to another party other
than in a manner in which a higher education institution may disclose it. In the event that we re-disclose student information in violation of this requirement,
FERPA requires our clients to suspend our access to any such information for a period of five years. Any such suspension could have a material adverse effect
on our business, financial condition or results of operations.

State Laws. We may also be subject to similar state laws and regulations that restrict higher education institutions from disclosing certain personally
identifiable information of students. For example, an Illinois law passed in 2009 prohibits certain public higher education institutions in Illinois from
providing personally identifiable information of students to businesses that issue credit or debit cards. State attorneys generals and other enforcement agencies
may monitor our compliance with state and federal laws and regulations pertaining to higher education and banking and conduct investigations of our
business that are time consuming and expensive and could result in fines and penalties that have a material adverse effect on our business, financial condition
and results of operations.

Regulation of OneAccounts

Anti-Money Laundering; USA PATRIOT ACT; OFAC. The Bancorp Bank, our bank partner, is an insured depository institution and funds held
at our bank partner are insured by the FDIC up to applicable limits. As an insured depository institution, our bank partner is subject to comprehensive
government
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regulation and, in the course of making its services available to our customers, we are required to assist the Bank in complying with certain of its regulatory
obligations. In particular, the anti-money laundering provisions of the USA PATRIOT Act require that customer identifying information be obtained and
verified whenever a bank account is established. For example, because we facilitate the opening of deposit accounts at the Bank on behalf of our customers, we
assist the bank in collecting the basic customer identification information that is necessary to open an account. In addition, both we and the Bank are subject
to the laws and regulations enforced by the OFAC, which prohibit U.S. persons from engaging in transactions with certain prohibited persons. Our failure to
comply with any of these laws or rights could materially and adversely affect or business, financial credit and results of operations.

Compliance; Audit. As a service provider to an insured depository institution, we are required under federal law to agree to submit to examination by
our bank partner’s primary federal regulator, which is currently the FDIC. We also are subject to audit by our bank partner to ensure that we comply with our
obligations to it appropriately. Failure to comply with our responsibilities properly could negatively affect our operations. Our bank partner is required under
its agreement with us to, and we rely on our bank partner’s ability to, comply with state and federal banking regulations. The failure of our bank partner to
maintain regulatory compliance could result in significant disruptions to our business and have a material adverse effect on our business, financial condition
and results of operations.

Electronic Fund Transfer Act; Regulation E.  The Bancorp Bank provides demand deposit services for OneAccounts through a private label
relationship. We provide processing services for these OneAccounts for the Bank. These services are subject to, among other things, the requirements of the
Electronic Fund Transfer Act and the Federal Reserve Board’s Regulation E, which govern automatic deposits to and withdrawals from deposit accounts and
customers’ rights and liabilities arising from the use of ATMs, debit cards and other electronic banking services. We may assist our bank partner with
fulfilling its compliance obligations pursuant to these requirements. See “Part I, Item 1A. Risk Factors—Fees for financial services are subject to increasingly
intense legislative and regulatory scrutiny, which could have a material adverse effect on our business, financial condition, results of operations and prospects
for future growth”, of this report. Failure to comply with applicable regulations could materially and adversely affect our business, financial condition and
results of operations.

Money Transmitter Regulations. Because our technology services are provided in connection with the financial products of our bank partner, our
activities are occasionally reviewed by regulatory agencies to ensure that we do not impermissibly engage in activities that require licensing at the state or federal
level. In the ordinary course of business, we receive letters and inquiries concerning the nature of our business as it applies to state “money transmitter”
licensing and regulations from different state regulatory agencies. If a state agency were to conclude that we are required to be licensed as a “money
transmitter,” we may need to undergo a costly licensing process in that state, and failure to comply could be a violation of state and potentially federal law.

Privacy and Data Regulation
We are subject to laws and regulations relating to the collection, use, retention, security and transfer of personally identifiable information and data

regarding our customers and their financial information. In addition, we are bound by our own privacy policies and practices concerning the collection, use
and disclosure of user data, which are posted on certain of our websites.

In conjunction with the disbursement, payroll and tuition payment services we make available through our bank partner, it is necessary to collect
certain information from our customers (such as bank account and routing numbers) to transmit to the bank. The bank uses this information to execute the
funds transfers requested by our customers, which are effected primarily by means of ACH networks and other wire transfer systems, such as FedWire. To
the extent the data required by these electronic funds networks change, the information that we will be required to request from our clients may also change.
 

20



Table of Contents

We are subject, either directly or by virtue of our contractual relationship with our bank partner, to the privacy and security standards of the GLBA
privacy regulations, as well as certain state data protection laws and regulations. The GLBA privacy regulations require that we develop, implement and
maintain a written comprehensive information security program prescribing safeguards that are appropriate to our size and complexity, the nature and scope of
our activities and the sensitivity of any personally identifiable information we access for processing purposes or otherwise maintain. As a service provider of
the Bank, we also are limited in our use and disclosure of the personal information we receive from the Bank, which we may use and disclose only for the
purposes for which it was provided to us and consistent with the bank’s own data privacy and security obligations. We also are subject to the standards set
forth in guidance on data security issued by the Federal Financial Institution Examination Council, as well as the data security standards imposed by the card
associations, including Visa, Inc., and MasterCard. In addition, we are subject to similar data security breach laws enacted by a number of states. Several
other states are considering similar legislation.

Any failure or perceived failure by us to comply with any legal or regulatory requirements or orders or other federal or state privacy or consumer
protection-related laws and regulations, or with our own privacy policies, could result in fines, sanctions, litigation, negative publicity, limitation of our ability
to conduct our business and injury to our reputation, any of which could materially and adversely affect our business, financial condition and results of
operations.

New legislation and regulations in this area have been proposed, both at the federal and state level. Such measures, including pending Federal legislation,
would potentially impose additional obligations on us, including requiring that we provide notifications to consumers and government authorities in the event
of a data breach or unauthorized access or disclosure, beyond what state law already requires. The interpretation of pending legislation and regulations, as well
as some of the existing laws and regulations, is evolving and, therefore, these laws and regulations may be applied inconsistently. Under some interpretations,
it is possible that our current data protection policies and practices may be deemed inconsistent with legal requirements, and breaches in the security of our
technology systems and infrastructure could result in a violation of these laws and regulations. These laws and regulations could cause us to incur substantial
costs or require us to change our business practices in a manner materially adverse to our business.

Compliance
We monitor our compliance through an internal audit program. Our full-time internal auditor works with a third-party internal audit firm to conduct

annual reviews to ensure compliance with the regulatory requirements described above. The costs of these audits and the costs of complying with the
applicable regulatory requirements are significant. Increased regulatory requirements on our products and services, such as in connection with the matters
described above, could materially increase our costs or reduce revenue.

It is impossible to determine the extent of the impact of any new laws, regulations or initiatives that may be proposed, or whether any of the proposals
will become law. The imposition of any new laws or regulations could make compliance more difficult and expensive and affect the manner in which we
conduct business. In addition, many of these laws and regulations are evolving, unclear and inconsistent across various jurisdictions. If we were deemed to be
in violation of any laws or regulations that are currently in place or that may be promulgated in the future, including but not limited to those described above,
we could be exposed to financial liability and adverse publicity or forced to change our business practices or stop offering some of our products and services.
We also could face significant legal fees, delays in extending our product and services offerings, and damage to our reputation that could harm our business
and reduce demand for our products and services. Even if we are not required to change our business practices, we could be required to obtain licenses or
regulatory approvals that could cause us to incur substantial costs and delays.

The convenience fees that we charge in connection with payment transactions are subject to
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change.
Most credit and debit card associations and networks permit us to charge convenience fees to students, parents or other payers who make online

payments to our higher education institution clients through the SmartPay feature of our ePayment product using a credit or debit card. In 2010 and 2009,
these convenience fees accounted for substantially all of our payment transaction revenue, which is a trend we expect to continue going forward. While the
majority of credit and debit card associations and networks routinely permit merchants and other third parties to charge these fees, it is not a ubiquitous
practice in the payment industry. If these credit and debit card associations and networks change their policies in permitting merchants and other third-parties
to charge these fees or otherwise restrict our ability to do so, our business, financial condition and results of operations could be materially and adversely
affected.

There are risks associated with charging convenience fees.

Through our SmartPay service, which we acquired in connection with our acquisition of IDC, which we renamed Higher One Payments, Inc., in 2009,
some of our higher education institution clients charge convenience fees to students, parents or other payers who make online payments using a credit or debit
card. In light of the ongoing legislative efforts at financial regulatory reform, we examined the laws and regulations related to convenience fees. We found that
these laws and regulations vary from state to state and certain states, including California, Florida, Massachusetts, New York and Texas, have laws that to
varying degrees prohibit the imposition of a surcharge on a credit or debit cardholder who elects to use a credit or debit card in lieu of payment by cash, check
or other means. The penalties for violating these laws vary from state to state and include, in certain circumstances, fines that could be significant.

We are not aware of any enforcement or civil action against a higher education institution or a third party service provider for charging convenience fees.
We have nevertheless worked with our higher education institution clients to ensure that we can continue to provide the services they demand, while ensuring
we are in compliance with these laws and regulations prospectively. The affected revenues to us are not significant. However, if one or more states or other
parties initiate an action against us, we could be subject to a claim for significant fines or damages. Moreover, the institution of any such action could disrupt
our operations or result in negative publicity, which could diminish our ability to attract new and retain existing clients, and could materially and adversely
affect our prospects, business, financial condition and results of operations.

Our business depends on the current government financial aid regime that relies on the outsourcing of financial aid disbursements through
higher education institutions.

In general, the U.S. federal government distributes financial aid to students through higher education institutions as intermediaries. Following the receipt
of financial aid funds and the payment of tuition and other expenses, higher education institutions have typically processed refund disbursements to students
by preparing and distributing paper checks. Our OneDisburse  service provides our higher education institution clients an electronic system for improving the
administrative efficiency of this refund disbursement process. If the government, through legislation or regulatory action, restructures the existing financial aid
regime in such a way that reduces or eliminates the intermediary role played by financial institutions serving higher education institutions or limits or regulates
the role played by service providers such as us, our business, results of operations and prospects for future growth could be materially and adversely affected.

A change in the availability of financial aid, as well as budget constraints, could materially and adversely affect our financial performance by
reducing demand for our services.

The higher education industry depends heavily upon the ability of students to obtain financial aid. As part of our contracts with our higher education
institution clients that use OneDisburse , students’
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financial aid and other refunds are sent to us for disbursement. The fees that we charge most of our OneDisburse  higher education institution clients are
based on the number of financial aid disbursements that we make to students. In addition, our relationships with OneDisburse  higher education institution
clients provide us with a market for OneAccounts, from which we derive a significant proportion of our revenues. Consequently, a change in the availability
of financial aid that restricted client use of our OneDisburse  product or otherwise limited our ability to attract new higher education institution clients could
materially and adversely affect our financial performance. Future legislative and executive branch efforts to reduce the U.S. federal budget deficit or worsening
economic conditions may require the government to severely curtail its financial aid spending, which could materially and adversely affect our business,
financial condition and results of operations.

Termination of, or changes to, the MasterCard association registration could materially and adversely affect our business, financial condition and
results of operations.

We and our bank partner, which issues our OneCards, are subject to MasterCard association rules that could subject us to a variety of fines or penalties
that may be levied by MasterCard for acts or omissions by us or businesses that work with us. The termination of the card association registration held by us
or our bank partner or any changes in card association or other network rules or standards, including interpretation and implementation of existing rules or
standards, that increase the cost of doing business or limit our ability to provide our products and services could materially and adversely affect our business,
financial condition and results of operations.

Intellectual property infringement claims against us could be costly and time-consuming to defend and if we are unsuccessful in our defense
could have a material adverse effect on our business, financial condition and results of operations.

Third parties may assert, including by means of counter-claims against us as a result of the assertion of our intellectual property rights, that our
products, services or technology, or the operation of our business, violate their intellectual property rights. As the number of competitors in our industry
increases and the functionality of technology offerings further overlap, such claims and counter-claims could become more common. We cannot be certain that
we do not or will not infringe third parties’ intellectual property rights.

Any intellectual property claim against us, regardless of its merit, could result in significant liabilities to our business. Depending on the nature of such
claim, our business may be disrupted, our management’s attention and other company resources may be diverted and we may be required to redesign our
products and services or to enter into royalty or licensing agreements in order to obtain the rights to use necessary technologies, which may not be available on
terms acceptable to us, if at all. If we cannot redesign our products and services or license necessary technologies, we may be subject to the risk of injunctive
relief and/or significant damage awards, which are complex, subjective and hard to predict, and subsequently we may not be able to offer or sell a particular
product or service, or a family of products or services.

Any intellectual property claim against us could be expensive and time consuming to defend. Insurance may not cover or be insufficient for such claim,
or may not be available on terms acceptable to us. A claim brought against us that is uninsured or underinsured could result in unanticipated costs, thereby
having a material adverse effect on our business, financial condition and results of operations. Even if we have an indemnification arrangement with a third
party to indemnify us against an intellectual property claim, such indemnifying party may be unable or fail to uphold its contractual obligations to us. If any
infringement or other intellectual property claim that is brought against us is successful, our business, operating results and financial condition could be
materially and adversely affected.

Current and future litigation against us could be costly and time-consuming to defend.
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We are from time to time subject to legal proceedings and claims that arise in the ordinary course of business. Litigation may result in substantial costs
and may divert management’s attention and resources, which may materially and adversely affect our business, financial condition and results of operations.
In addition, legal claims that have not yet been asserted against us may be asserted in the future. Insurance may not cover such claims, be sufficient for one or
more such claims, or continue to be available on terms acceptable to us.

In particular, a third party may assert that our technology violates its intellectual property rights. As the number of products in our industry increases
and the functionality of these products further overlap, infringement claims could become more common. Any claims, regardless of their merit, could be
expensive and time consuming to defend, require us to redesign our products, divert management’s attention and other company resources and require us to
enter into royalty or licensing agreements in order to obtain the right to use necessary technologies, which may not be available on terms acceptable to us, if at
all. A claim brought against us that is uninsured or underinsured could result in unanticipated costs, thereby reducing our operating results and leading
analysts or potential investors to reduce their expectations of our performance resulting in a reduction in the trading price of our stock. See “Part I, Item 3. Legal
Proceedings,” of this report.

General economic conditions may adversely affect our ability to raise capital in the future.

We may need or seek additional financing in the future to refinance our existing credit facility, fund our operations, fund acquisitions, develop
additional products and services or implement other projects. As of December 31, 2010, Higher One, Inc. had no borrowings outstanding under its senior
secured revolving credit facility. Given the state of the current credit environment resulting from, among other things, the general weakening of the global
economy, it may be difficult to refinance our credit facility or obtain any additional financing on acceptable terms, which could have an adverse effect on our
business, financial condition and results of operations. In addition, if, as a result of the current conditions in the credit markets, the lenders under our current
credit agreement or any other lender under any future credit agreement is unable to fund borrowings under that agreement, our liquidity could be adversely
affected.

The terms of our credit agreement may restrict our current and future operations, which would adversely affect our ability to respond to changes
in our business and to manage our operations.

Our credit agreement contains, and any future indebtedness of ours would likely contain, a number of restrictive covenants that impose significant
operating and financial restrictions on us, including restrictions on our ability to, among other things:
 

 •  create liens;
 

 •  make investments and acquisitions;
 

 •  incur additional debt;
 

 •  transfer all or substantially all of our assets or enter into merger or consolidation transactions;
 

 •  dispose of assets;
 

 •  pay dividends or make any other distributions with respect to our stock;
 

 •  issue stock, warrants, options or other rights to purchase stock or securities convertible into or exchangeable for shares of stock;
 

 
•  engage in any material line of business substantially different from the lines of business we currently conduct or any business substantially

related or incidental thereto; and
 

 •  enter into transactions with affiliates.

Our ability to comply with these covenants may be affected by events beyond our control, and any material deviations from our forecasts could require
us to seek waivers or amendments of covenants or alternative sources of funding. We cannot assure you that such waivers, amendments or alternative
 

24



Table of Contents

sources of funding could be obtained, or if obtained, would be on terms acceptable to us.

Our credit agreement also requires us to maintain certain liquidity levels and satisfy certain financial ratios, including a maximum total leverage ratio
and a minimum interest coverage ratio. A failure by us to comply with the covenants contained in our credit agreement could result in an event of default which
could adversely affect our ability to respond to changes in our business and manage our operations. An event of default would also occur under our credit
agreement if we undergo a change of control or if we experience a material adverse change in our operations, condition or prospects. In the event of any default
under our credit agreement, the lender could elect to declare all amounts outstanding to be due and payable and require us to apply all of our available cash to
repay these amounts. The acceleration of indebtedness under our credit agreement could have a material adverse effect on our business, financial condition and
results of operations.

We outsource critical operations, which exposes us to risks related to our third-party vendors.

We have entered into contracts with third-party vendors to provide critical services, technology and software in our operations. These outsourcing
partners include: Fiserv, which provides back-end account and transaction data processing for OneAccounts and OneCards; MasterCard, which provides the
payment network for our OneCards, as well as for certain other transactions; Comerica and Global Payments, which provide transaction processing and
banking services for payment processing related to the SmartPay feature of our ePayment service; and Terremark and Neospire, which provide web and
application hosting services in secure data centers.

Accordingly, we depend, in part, on the services, technology and software of these and other third-party service providers. In the event that these service
providers fail to maintain adequate levels of support, do not provide high quality service, discontinue their lines of business, terminate our contractual
arrangements or cease or reduce operations, we may be required to pursue new third-party relationships, which could materially disrupt our operations and our
ability to provide our products and services, and could divert management’s time and resources. Replacement technology or services provided by replacement
third-party vendors could be more expensive than those we have currently, while the process of transitioning services and data from one provider to another
can be complicated and time consuming. If we are unable to complete a transition to a new provider on a timely basis, or at all, we could be forced to
temporarily or permanently discontinue certain services, which could disrupt services to our customers and materially and adversely affect our business,
financial condition and results of operations. We may also be unable to establish comparable new third-party relationships on as favorable terms or at all,
which could materially and adversely affect our business, financial condition and results of operations.

Breaches of security measures, unauthorized access to or disclosure of data relating to our clients, fraudulent activity, and infrastructure failures
could materially and adversely affect our reputation or harm our business.

Our higher education institution clients and student OneAccount holders disclose to us certain “personally identifiable” information, including student
contact information, identification numbers and the amount of credit balances, which they expect we will maintain in confidence. It is possible that hackers,
customers or employees acting unlawfully or contrary to our policies, or other individuals, could improperly access our or our vendors’ systems and obtain or
disclose data about our customers. Further, because customer data may also be collected, stored, or processed by third party vendors, it is possible that these
vendors could intentionally, negligently or otherwise disclose data about our clients or customers.

We rely to a large extent upon sophisticated information technology systems, databases, and infrastructure, and take reasonable steps to protect them.
However, due to their size, complexity, content and integration with or reliance on third party systems they are potentially vulnerable to breakdown, malicious
intrusion, natural disaster and random attack, all of which pose a risk that sensitive data may be
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exposed to unauthorized persons or to the public.

A breach of our information systems could lead to fraudulent activity, including with respect to our OneCards, such as identity theft, losses on the part
of our banking customers, additional security costs, negative publicity and damage to our reputation and brand. In addition, our customers could be subject
to scams that may result in the release of sufficient information concerning themselves or their accounts to allow others unauthorized access to their accounts
or our systems (e.g., “phishing” and “smishing”). Claims for compensatory or other damages may be brought against us as a result of a breach of our
systems or fraudulent activity. If we are unsuccessful in defending against any resulting claims against us, we may be forced to pay damages, which could
materially and adversely affect our financial condition and results of operations.

In addition, a significant incident of fraud or an increase in fraud levels generally involving our products, such as our OneCards, could result in
reputational damage to us, which could reduce the use of our products and services. Such incidents of fraud could also lead to regulatory intervention, which
could increase our compliance costs. See “Part I, Item 1A. Risk Factors—We are subject to substantial federal and state governmental regulation that could
change and thus force us to make modifications to our business. Compliance with the various complex laws and regulations is costly and time consuming,
and failure to comply could have a material adverse effect on our business. Additionally, increased regulatory requirements on our services may increase our
costs, which could materially and adversely affect our business, financial condition and results of operations” of this report. Accordingly, account data
breaches and related fraudulent activity could have a material adverse effect on our future growth prospects, business, financial condition and results of
operations.

A disruption to our systems or infrastructure could damage our reputation, expose us to legal liability, cause us to lose customers and revenue, result in
the unintentional disclosure of confidential information or require us to expend significant efforts and resources or incur significant expense to eliminate these
problems and address related data and security concerns. The harm to our business could be even greater if such an event occurs during a period of
disproportionately heavy demand for our products or services or traffic on our systems or networks.

Providing disbursement services to higher education institutions is an emerging and uncertain business; if the market for our products does not
continue to develop, we will not be able to grow this portion of our business.

Our success will depend, in part, on our ability to generate revenues by providing financial transaction services to higher education institutions and their
students. The market for these services has only recently developed and the long-term viability and profitability of this market is unproven. Our business will
be materially and adversely affected if we do not develop and market products and services that achieve and maintain market acceptance. Outsourcing
disbursement services may not become as widespread in the higher education industry as we anticipate, and our products and services may not achieve
continued commercial success. In addition, higher education institution clients could discontinue using our services and return to in-house disbursement and
payment solutions. If outsourcing disbursement services do not become widespread or if higher education institution clients return to their prior methods of
disbursement, our growth prospects, business, financial condition and results of operations could be materially and adversely affected.

Our business depends on a strong brand and a failure to maintain and develop our brand in a cost-effective manner may hurt our ability to
expand our customer base.

Maintaining and developing the “Higher One ,” “OneDisburse ” and “CASHNet ” brands is critical to expanding and maintaining our base of higher
education institution clients and student OneAccount holders. We believe the importance of brand recognition will increase as competition in our market further
intensifies. Maintaining and developing our brands will depend largely on our ability to continue to provide high-quality products and services at cost effective
and competitive prices, as well as after-sale customer
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service. While we intend to continue investing in our brands, we cannot predict the success of these investments. If we fail to maintain and enhance our
brands, if we incur excessive expenses in this effort or if our reputation is otherwise tainted, including by association with the wider financial services
industry, we may be unable to maintain loyalty among our existing customers or attract new customers, which could materially and adversely affect our
business, financial condition and results of operations.

Our ability to generate revenue could suffer if we do not continue to update and improve our existing products and services and develop new ones.

The industry for electronic financial transactions, including disbursement services, is generally subject to rapid and significant technological changes,
including continuing developments of technologies in the areas of smart cards, radio frequency and proximity payment devices (such as contactless cards),
electronic commerce and mobile commerce, among others. While we cannot predict how these technological changes will affect our business, we believe that
disbursement services to the higher education industry will be subject to a similar degree of technological change and that new services and technologies for the
industry will emerge in the medium-term. As a result, these new services and technologies may be superior to, or render obsolete, the technologies we currently
use in our products and services. In addition, the products and services we develop may not be able to compete with the alternatives available to our customers.
Our future success will depend, in part, on our ability to adapt to technological changes and evolving industry standards.

We make substantial investments in improving our products and services, but we have no assurance that our investments will be successful. Our
growth prospects, business, financial condition and results of operations will be materially and adversely affected if we do not develop products and services
that achieve broad market acceptance with our current and potential customers.

Our business will suffer if we fail to successfully integrate acquired businesses and technologies or to appropriately assess the risks in particular
transactions.

We have in the past acquired, and may in the future acquire, businesses, technologies, services, product lines and other assets. The successful
integration of any business, technology, service, product line or other asset that we acquire in the future, on a cost-effective basis, may be critical to our future
performance. If we do not successfully integrate a strategic acquisition, or if the benefits of the transaction do not meet the expectations of financial or industry
analysts, the market price of our common stock may decline. The amount and timing of the expected benefits of any acquisition, including potential synergies
between our current business and the acquired business, are subject to significant risks and uncertainties. These risks and uncertainties include, but are not
limited to:
 

 •  the diversion of management’s time and resources from our core business;
 

 •  our ability to retain or replace key personnel of the acquired business, including management and key sales force members;
 

 •  our ability to maintain relationships with the customers of the acquired business;
 

 •  our ability to integrate common disclosure controls and procedures, internal controls over financial reporting and accounting policies;
 

 •  the assumption of disclosed and undisclosed liabilities, including tax liabilities;
 

 
•  the indemnification agreements with the sellers of the acquired business, under which we have made a claim against the former stockholders of

IDC, may be unenforceable or insufficient to cover tax or other liabilities, see “Part I, Item 3. Legal Proceedings” of this report;
 

 •  our ability to educate and train a combined sales force and cross-sell the combined products and services to our combined client base;
 

 •  our ability to integrate the combined products, services and technology;
 

 •  flaws in the acquired business’ technology;
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 •  inaccuracies in the acquired business’ books and records and any weaknesses in its internal controls;
 

 •  the existence of intellectual property infringement claims;
 

 •  our ability to coordinate organizations that are geographically diverse and that have different business cultures;
 

 •  our ability to integrate common legal, compliance, operational, financial and informational processes and systems; and
 

 •  our ability to comply with the regulatory requirements applicable to the acquired business.

As a result of these risks, we may not be able to achieve the expected benefits of any acquisition. If we are unsuccessful in completing an acquisition
that we may pursue in the future, we would be required to reevaluate our growth strategy. Even if we successfully integrate other assets or businesses we may
acquire, we may incur substantial expenses and devote significant management time and resources in seeking to complete and integrate the acquisition, the
acquired businesses may not perform as we expect or enhance the value of our business as a whole.

We may be liable to our customers or lose customers if we provide poor service or if our systems or products experience failures.

We must fulfill our contractual obligations with respect to our products and services and maintain high quality service to meet the expectations of our
customers. Failure to meet these expectations or fulfill our contractual obligations could cause us to lose customers and bear additional liability.

Because of the large amount of data we collect and manage, hardware failures and errors in our systems could result in data loss or corruption or cause
the information that we collect to be incomplete or contain significant inaccuracies. For example, errors in our processing systems could delay disbursements
or cause disbursements to be made in the wrong amounts or to the wrong person. Our systems may also experience service interruptions as a result of
undetected errors or defects in our software, fire, natural disasters, power loss, disruptions in long distance or local telecommunications access, fraud,
terrorism, accident or other similar reason, in which case we may experience delays in returning to full service, especially with regard to our data centers and
customer service call centers. If problems such as these occur, our customers may seek compensation, withhold payments, seek full or partial refunds,
terminate their agreements with us or initiate litigation or other dispute resolution procedures. In addition, we may be subject to claims made by third parties
also affected by any of these problems.

Our ability to limit our liabilities by contract or through insurance may be ineffective or insufficient to cover our future liabilities.

We attempt to limit, by contract, our liability for damages arising from our negligence, errors, mistakes or security breaches. Contractual limitations on
liability, however, may not be enforceable or may otherwise not provide sufficient protection to us from liability for damages. We maintain liability insurance
coverage, including coverage for errors and omissions. It is possible, however, that claims could exceed the amount of our applicable insurance coverage, if
any, or that this coverage may not continue to be available on acceptable terms or in sufficient amounts. Even if these claims do not result in liability to us,
investigating and defending against them could be expensive and time consuming and could divert management’s attention away from our operations. In
addition, negative publicity caused by these events may delay market acceptance of our products and services, any of which could materially and adversely
affect our reputation and our business.

If we are unable to protect or enforce our intellectual property rights, we may lose a competitive advantage and incur significant expenses.
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Our business depends on certain registered and unregistered intellectual property rights and proprietary information. We rely on a combination of patent,
copyright, trademark and trade secret laws, as well as nondisclosure agreements and technical measures (such as the password protection and encryption of
our data and systems) to protect our technology and intellectual property rights, including our proprietary software. Existing laws afford only limited
protection for our intellectual property rights. Intellectual property rights or registrations granted to us may provide an inadequate competitive advantage to us
or be too narrow to protect our products and services. Similarly, there is no guarantee that our pending applications for intellectual property protection will
result in registrations or issued patents or sufficiently protect our rights. The protections outlined above may not be sufficient to prevent unauthorized use,
misappropriation or disclosure of our intellectual property or technology and may not prevent our competitors from copying, infringing, or misappropriating
our products and services. We cannot be certain that others will not independently develop, design around or otherwise acquire equivalent or superior
technology or intellectual property rights. If we are unable to adequately protect our intellectual property rights, our business and growth prospects could be
materially and adversely affected.

One or more of our issued patents or pending patent applications may be categorized as so-called “business method” patents. The general validity of
software patents and business method patents has been challenged in a number of jurisdictions, including the United States. On June 28, 2010, the United
States Supreme Court determined that a certain “business method” amounting to abstract ideas was not patentable. However, the Court stated that some
business methods are patentable under the Patent Act, and reaffirmed that patent eligibility should be broad and open. Although the Court’s decision provides
little guidance on patentability of our business methods, our patents could become less valuable or unenforceable if additional requirements are imposed that
our patents do not meet.

From time to time, we seek to enforce our intellectual property rights against third parties, such as through our current litigation against TouchNet
Information Systems, Inc. See “Part I, Item 3. Legal Proceedings” of this report. The fact that we have intellectual property rights, including registered
intellectual property, may not guarantee success in our attempts to enforce these rights against third parties. Our ability and potential success in enforcing our
rights is also subject to general litigation risks, as well as uncertainty as to the enforceability of our intellectual property rights. When we seek to enforce our
rights, we may be subject to claims that our intellectual property rights are invalid, otherwise unenforceable, or are licensed to the party against whom we are
asserting the claim. In addition, our assertions of intellectual property rights may result in the other party seeking to assert various claims against us,
including its own alleged intellectual property rights, claims of unfair competition, or other claims. Furthermore, enforcing our intellectual property and other
proprietary rights can be expensive. Any increase in the unauthorized use of our intellectual property could make it more expensive or less profitable to do
business and consequently have a material adverse effect on our business, financial condition and results of operations.

As a holding company, our main source of cash is distributions from our operating subsidiaries.

We, Higher One Holdings, Inc., conduct all of our operations through our subsidiaries. Accordingly, our main cash source is dividends and other
distributions from these subsidiaries. The ability of each subsidiary to make distributions depends on the funds that a subsidiary has from its operations in
excess of the funds necessary for its operations, obligations or other business plans. Since our subsidiaries are wholly owned by us, our claims will generally
rank junior to all other obligations of the subsidiaries. If our operating subsidiaries are unable to make distributions, we may not be able to implement our
growth strategy, unless we are able to obtain additional debt or equity financing. In the event of a subsidiary’s liquidation, there may not be assets sufficient
for us to recoup our investment in the subsidiary.

Failure to establish and maintain effective internal controls over financial reporting may lead investors to lose confidence in our financial data.

Maintaining effective internal controls over financial reporting is necessary for us to produce reliable financial reports and is important in helping to
prevent financial fraud. We are in the process of
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evaluating how to document and test our internal control procedures to satisfy the requirements of Section 404 of Sarbanes-Oxley and the related rules of the
SEC which require, among other things, our management to assess annually the effectiveness of our internal control over financial reporting and our
independent registered public accounting firm to issue a report on our internal control over financial reporting beginning with our Annual Report on Form 10-K
for the year ending December 31, 2011. During the course of this documentation and testing, we may identify deficiencies that we may be unable to remedy
before the requisite deadline for those reports.

For example, in connection with the preparation of our quarterly financial statements as of and for the three months ended March 31, 2010, we
concluded that we had a material weakness in our internal control over financial reporting that resulted in a misstatement of our earnings per share
computation for the year ended December 31, 2008. Specifically, in our computation of net income available to common stockholders per common share, we
did not deduct from net income the difference between (i) the fair value of the consideration transferred to the preferred stockholders as part of our 2008 stock
tender offer and (ii) the carrying amount of the preferred stock repurchased (net of issuance costs) to arrive at income available to common stockholders in
accordance with FASB ASC 260-10-S99. As a result, we determined that we did not maintain effective controls over the accounting for, and calculation of,
net income available to common stockholders per common share, indicating a material weakness with respect to our ability to properly monitor and account
for non-routine transactions, and to apply GAAP in transactions subject to complex accounting pronouncements.

During 2010, we remediated this material weakness by, among other things, expanding our current finance and accounting staff, formalizing our
accounting policies and internal controls documentation and strengthening supervisory reviews by our management. We cannot be certain that we will not fail
to identify a new material weakness or that we will otherwise maintain effective internal controls over financial reporting in the future. If we are unable to
maintain effective internal controls over financial reporting, it could result in a material misstatement of our financial statements that would not be prevented or
detected on a timely basis and which could cause investors to lose confidence in our financial information and/or cause the price of our common stock to
decline.

 
Item 1B. Unresolved Staff Comments

None.
 
Item 2. Properties

We do not own any real property. Our corporate headquarters is located in New Haven, Connecticut, where we lease approximately 60,665 square feet
of general office space pursuant to a lease which is currently due to expire on July 31, 2011.

We also have operations in Oakland, California, where we lease approximately 11,760 square feet of general office space pursuant to a lease which is
currently due to expire on January 31, 2016.

We believe that our facilities are generally adequate for our current use. We anticipate that we will require additional space in the future and that this
additional space will be available as needed. We expect to be able to extend our lease in New Haven as needed until our new headquarters are ready for
occupancy. See “Part II, Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations—Liquidity and Capital Resources
—Cash Flows—Investing Activities—Real Estate Development Project” of this report.
 
Item 3. Legal Proceedings

We, and our subsidiaries, are involved in legal proceedings concerning matters arising in the ordinary course of our business, including the matters
described below. Although the outcome of such proceedings, including the matters described below, cannot be predicted with certainty, management
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does not believe that the ultimate resolution of these matters will have a material adverse effect on our business, financial condition or results of operations.

In February 2009 and September 2010, Higher One, Inc. filed two separate complaints against TouchNet Information Systems, Inc., or TouchNet, in
the United States District Court for the District of Connecticut alleging patent infringement related to TouchNet’s offering for sale and sales of its “eRefund”
product in violation of two of our patents. In the complaints, we sought judgments that TouchNet has infringed two of our patents, a judgment that TouchNet
pay damages and interest on damages to compensate us for infringement, an award of our costs in connection with these actions and an injunction barring
TouchNet from further infringing our patents. TouchNet answered the complaint and asserted a number of defenses and counterclaims, including that it does
not infringe our patent, that our patent is invalid or unenforceable and certain allegations of unfair competition and state and federal antitrust violations. In
addition, TouchNet’s counterclaims sought dismissal of our claims with prejudice, declaratory judgment that TouchNet does not infringe our patent and that
our patent is invalid or unenforceable, as well as an award of fees and costs related to the action, and an injunction permanently enjoining us from suing
TouchNet regarding infringement of our patent. The parties are currently in the discovery stage of the proceeding. We intend to pursue the matter vigorously.
There can be no assurances of our success in these proceedings.

On June 22, 2010, Higher One, Inc. provided notice and a certificate of claim for indemnity under the Stock Purchase Agreement by and among us and
the former stockholders of IDC dated November 19, 2009, arising from certain misrepresentations and breaches of warranty. At the same time, we deposited
$8.25 million, equal to the remaining balance of the post-closing payments, with an escrow agent. The funds held in escrow are shown on the balance sheet
included in the audited financial statements included elsewhere in this report as restricted cash pending resolution of the outstanding claims.

Separately, the former stockholders of IDC filed a complaint against Higher One, Inc. in the United States District Court for the Northern District of
California on July 20, 2010 (which we refer to as the Complaint), disputing that misrepresentations were made and that warranties were breached; alleging
breach of contract and anticipatory breach; and seeking a declaratory judgment ordering that the post-closing payments be made in accordance with the
schedule set forth in the Stock Purchase Agreement. On October 27, 2010, we filed a motion to dismiss and, in the alternative, to move the action to the
District of Delaware pursuant to a contractual forum selection clause and to strike certain allegations of the complaint. On December 21, 2010, the court denied
the motion as to dismissal or transfer, but agreed to strike the former stockholders’ request for a jury trial. We answered the Complaint on January 14, 2011,
and also alleged counterclaims for breach of contract, negligent misrepresentation, and fraud. On February 7, 2011, the former stockholders moved to dismiss
the counterclaims for fraud and misrepresentation only. That motion is currently being litigated. We intend to vigorously defend against the Complaint brought
against us and to vigorously pursue our counterclaims. There can be no assurances of our success in these matters. As of December 31, 2010, the acquisition
payable of $8.25 million was recorded as a liability on the balance sheet included in the audited financial statements included elsewhere in this report. We
have not recorded any potential gain or loss in connection with this claim.

Following a recently conducted compliance examination, the New York Regional Office of the FDIC notified us that it is prepared to recommend to the
Director of FDIC Supervision that an enforcement action be taken against us for alleged violations of certain applicable laws and regulations principally
relating to our compliance management system and policies and practices for past overdraft charging which we believe to have impacted persistently delinquent
accounts, which is a small percentage of our total accounts, collections and transaction error resolution. Any such enforcement action could result in an order
to pay restitution and civil money penalties. We are in the process of responding to the FDIC’s notification and we believe that we have voluntarily either
remedied or taken steps to correct the alleged violations, but there can be no assurances as to the outcome of this process. An action instituted against us that
results in significant changes to practice, the imposition on us of fines or penalties, or an obligation for us to pay restitution and civil money penalties could
have a material adverse effect on our business, financial
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condition and results of operations.
 
Item 4. Submission of Matters to a Vote of Security Holders

No matters were submitted to security holders for a vote during the quarter ended December 31, 2010.

PART II
 
Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity Securities

Our common stock is quoted on New York Stock Exchange under the symbol “ONE.” Prior to June 17, 2010 our common stock was privately held
and did not trade on any exchange. The following table sets forth, for each of the periods indicated, the high and low reported sales price at close of our
common stock on the NYSE.
 

   High    Low  
Year ended December 31, 2010     

Fourth Quarter   $ 21.87    $15.54  
Third Quarter    16.49     11.30  
Second Quarter (Beginning June 17)    15.15     14.27  
First Quarter    —       —    
Year ended December 31, 2009     
Fourth Quarter    —       —    
Third Quarter    —       —    
Second Quarter    —       —    
First Quarter    —       —    

As of February 18, 2011, we had 169 stockholders of record of our common stock. The closing sale price of our common stock on February 18, 2011
was $19.39 per share.

We have not paid any cash dividends on our common stock during the years ended December 31, 2010 or 2009. The payment of future cash dividends
is within the discretion of our board of directors and will depend upon our future earnings, if any, our capital requirements, financial condition and other
relevant factors. See Note 10 of notes to our consolidated financial statements for a description of restrictions on our ability to pay dividends.

The outstanding options and restricted shares are not transferable for consideration and do not have dividend equivalent rights attached.

Securities Authorized For Issuance Under Equity Compensation Plans
For information regarding securities authorized for issuance under equity compensation plans, see “Part III, Item 12. Security Ownership of Certain

Beneficial Owners and Management and Related Stockholder Matters” of this report.

Stockholder Return Performance Presentation
The following graph compares the change in the cumulative total stockholder return on our common stock during the period from June 17, 2010 (the

first day our stock began trading on the NYSE) through December 31, 2010, with the cumulative total return on the S&P 500 Index and the S&P 500
Financials Index. The comparison assumes that $100 was invested on June 17, 2010 in our common
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stock and in each of the foregoing indices and assumes reinvestment of dividends, if any.

Use of Proceeds from Public Offering of Common Stock
On June 16, 2010, our registration statement (File No. 333-165673) was declared effective for our initial public offering, pursuant to which we

registered the offering and sale of 3,103,822 shares of common stock by Higher One Holdings, Inc. and the associated sale of 5,896,178 shares of common
stock by selling shareholders and the additional sale pursuant to the underwriters’ over-allotment option for an additional 465,573 shares of common stock
by us and an additional 884,427 by selling shareholders at a public offering price of $12.00 per share. The offering closed on June 22, 2010. The managing
underwriter was Goldman, Sachs & Co.

The aggregate public offering price of the offering amount registered was $124.2 million and the offering did not terminate before all of the shares
registered in the registration statement were sold. Our proceeds of $37.2 million, net of issuance costs of $5.6 million were used to pay outstanding amounts
on the credit facility of $18 million, make an escrow payment of $8.3 million related to the acquisition payable and fund working capital. We did not receive
any of the proceeds from the sale of shares by the selling stockholders. We anticipate that we will use the remaining net proceeds from our initial public
offering for working capital and other general corporate purposes, which may include the acquisition of other businesses, products or technologies. We do not,
however, have agreements or commitments for any specific acquisitions at this time. Pending such uses, we have and plan to continue to invest the net
proceeds in short-term, interest-bearing, investment grade securities.
 
Item 6. Selected Financial Data

You should read the data set forth below in conjunction with “Item 7.–Management’s Discussion and Analysis of Financial Condition and Results of
Operations”, our consolidated financial statements and related notes and other financial information included elsewhere in this report. We derived the selected
financial data as of December 31, 2009 and 2010 and for each of the three years ended December 31, 2008, 2009 and 2010 from our audited consolidated
financial statements and the related notes appearing elsewhere in this report. We have revised our consolidated statements of operations for immaterial errors for
the year ended December 31, 2009 and our quarterly results during the years ended December 31, 2009 and 2010 to increase account revenue and cost of
revenue for certain interchange income that was previously reflected as a reduction in cost of revenue, rather than as account revenue. This revision has no
impact on the Company’s gross margin, net income or cash flows. This error was inconsequential for
 

33



Table of Contents

the year ended December 31, 2008. Account revenue and cost of revenue were each increased by $2,089 for the year ended December 31, 2009. Account
revenue and cost of revenue were each increased by $3,452 for the nine months ended September 30, 2010. We derived the selected financial data as of and for
the years ended December 31, 2006 and 2007 and as of December 31, 2008 from our audited financial statements and the related notes not included in this
report.

Consolidated Statement of Income Data
 
   Year Ended December 31,  
   2006   2007   2008   2009   2010  
   (in thousands, except share and per share amounts)  
Revenue   $ 16,006   $ 27,978   $ 44,006   $ 77,606   $ 144,969  
Cost of revenue    6 ,569    11,140    16,302    26,529    51,845  

Gross margin    9,437    16,838    27,704    51,077    93,124  
Operating expenses    9,268    12,625    17,753    28,396    51,877  

Income from operations    169    4,213    9,951    22,681    41,247  
Other expense    (503)   (569)   (26)   (537)   (700) 

Income before income taxes    (334)   3,644    9,925    22,144    40,547 
Income tax (benefit) expense    (3,689)   1,362    3,547    7,925    15,488  

Net income    3,355    2,282    6,378    14,219    25,059  
Less: Effect of redemption of preferred stock    —      —      80,744    —      —    
Less: Net income allocable to participating securities    2,657    1,808    —      11,477    8,910 

Net income (loss) available to common shareholders   $ 698   $ 474   $ (74,366)  $ 2,742   $ 16,149  

Net income (loss) per common share:       
    Basic   $ 0.06   $ 0.04   $ (7.22)  $ 0.29   $ 0.48  
    Diluted    0.06    0.04    (7.22)   0.27    0.44  
Weighted average common shares outstanding:       
    Basic    10,927,089    10,957,833    10,306,392    9,298,131    33,395,310  
    Diluted    55,801,845    57,090,867    10,306,392    53,150,890    57,302,843  
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Consolidated Balance Sheet Data
 
   As of December 31,  
    2006   2007   2008   2009    2010  
   (in thousands)  
Cash and cash equivalents   $ 5,770   $ 9,755   $ 1,488   $ 3,339    $ 34,484  

Total assets    13,974    18,423    13,665    58,695     119,441  

Total debt and capital lease obligations, including current maturities    950    1,172    18,934    27,647     8,250  
Total liabilities    20,740    22,675    25,402    51,589     36,050  

Total stockholders’ (deficit) equity    (6,766)   (4,252)   (11,737)   7,106     83,391  
 
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations

In addition to historical information, this report contains forward-looking statements that involve risks and uncertainties, which may cause our actual
results to differ materially from plans and results discussed in forward-looking statements. We encourage you to review the risks and uncertainties, discussed
in the section entitled “Risk Factors,” in Part I, Item 1A of this report, and the note regarding “Forward-Looking Statements”, included at the beginning of this
report. The risks and uncertainties can cause actual results to differ significantly from those forecasted in forward-looking statements or implied in historical
results and trends.

The following discussion should be read in conjunction with our consolidated financial statements and related notes appearing elsewhere in this report.

Overview
We believe that based on market share and the number of campuses employing our products, we are a leading provider of technology and payment

services to the higher education industry. We believe that none of our competitors can match our ability to provide solutions for higher education institutions’
financial services needs, including compliance monitoring, and, consequently, that we provide the most comprehensive suite of disbursement and payment
solutions specifically designed for higher education institutions and their students. We also provide campus communities with convenient, cost-competitive
and student-oriented banking services, which include extensive user-friendly features.

Our products and services for our higher education institutional clients include our OneDisburse  Refund Management  disbursement service and our
suite of payment transaction products and services. Through our bank partner, we offer our OneAccount service to the students of our higher education
institutional clients, which includes an FDIC-insured deposit account, a OneCard, which is a debit MasterCard  ATM card, and other retail banking
services.

As of December 31, 2010, over 430 campuses serving approximately 3.3 million students had purchased the OneDisburse  service and over 330
campuses serving approximately 2.5 million students had contracted to use one or more of our payment products and services. We also had approximately
1.6 million OneAccounts.

For the year ended December 31, 2010:
 

 •  total revenue was approximately $145.0 million, representing three-year compounded annual growth of approximately 73%;
 

 •  adjusted EBITDA was approximately $59.5 million, representing three-year compounded annual growth of approximately 121%;
 

 •  adjusted net income was approximately $34.4 million representing three-year compounded annual growth of approximately 142%;
 

 •  net income was approximately $25.1 million, representing three-year compounded annual growth of approximately 122%.

See “Supplemental Non-GAAP Financial and Operating Information” below for definitions of
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EBITDA and adjusted EBITDA and adjusted net income (each non-GAAP measures) and reconciliations to net income.

In addition, as of December 31, 2010, the number of OneAccounts had increased by a compounded annual growth rate of 65% compared to
December 31, 2007.

We expect our growth to continue in the future and that our strategy will continue to offer significant opportunity for expansion. Our growth strategy
includes the following elements:
 

 •  Expanding the number of contracted higher education institutions;
 

 •  Increasing OneAccount adoption and usage rates;
 

 •  Cross-selling our products to existing clients to increase the number of institutions using each product;
 

 •  Enhancing our products and services to create new sources of revenue; and
 

 •  Pursuing strategic partnerships and opportunistic acquisitions.

In evaluating our results, we consider a variety of operating and financial measures. The key metrics that we use to determine how our business is
performing include: (i) total number of students enrolled at our higher education institutional clients; (ii) number of active OneAccounts; (iii) total revenue;
(iv) adjusted EBITDA; (v) adjusted net income; and (vi) net income. See “Supplemental Non-GAAP Financial and Operating Information” below for
definitions of EBITDA and adjusted EBITDA and adjusted net income (each non-GAAP measures) and reconciliations to net income.

Our primary source of revenue is generated from the use of OneAccounts. The primary factor affecting our revenue is the number of active
OneAccounts, which, in turn, is significantly affected by the total number of students enrolled at a higher education institutional client.

Revenue
We derive revenue primarily from fees charged for the transactions that we facilitate for our higher education institutional clients and our banking

customers. Most of these fees are charged on a per transaction basis and, accordingly, transaction volumes significantly affect our revenue growth.
Transaction volumes are generally a function of the number of students enrolled at each of our higher education institutional clients, as larger student
populations lead to greater numbers of active OneAccounts and related banking transactions, as well as other transactions such as OneDisburse -based
disbursements and payment transactions.

Generally, we negotiate with our higher education institutional clients the fee rates we charge them. Fees charged to our banking and payment transaction
customers are generally set by a schedule and apply unilaterally to all customers. Fees charged for OneAccount services are collected by our bank partner as
incurred and subsequently remitted to us. Fees charged on payment transactions are charged as incurred and retained by us, while fees charged in respect of
our OneDisburse  product are billed to our higher education institutional clients and subsequently collected from them.

We believe our revenue stream is relatively stable, recurring and predictable, as the majority of our revenue each year is generated through existing
relationships with higher education institutions and their campus communities. For example, in 2010, including revenue generated by customers acquired
through our acquisition of IDC, which we renamed Higher One Payments, Inc., in November 2009, we generated over 90% of our revenue from contracts
signed in prior years. In addition, our experience is that OneAccount, disbursement and payment transaction volumes and patterns are generally similar from
one period to another, resulting in a large degree of predictability.

Our approximately 98% retention rate since 2003 among our higher education institutional clients, including CASHNet clients, also helps to ensure a
relatively stable, recurring and predictable revenue stream.

We divide our revenue into four categories: account revenue, payment transaction revenue, higher
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education institution revenue and other revenue.

Account Revenue
We generate revenue from active OneAccounts, which are opened and funded by students and other members of the campus community. The

OneAccount offered to our customers has no monthly fee or minimum balance requirement. We earn revenue based on both interchange fees and account
service fees. Account service fees include, for example, foreign ATM fees and non-sufficient fund fees. These fees are either charged by our bank partner and
remitted to us or we charge them to our clients directly. In December 2010, we began to offer a new version of the OneAccount that has a different fee schedule
compared to the original OneAccount, including a monthly fee that is waived if certain activity requirements are met.

Our bank partner charges merchants interchange fees for point-of-sale, or POS, purchases made with OneCards and remits these fees to us. The amount
of the fee generally depends on the size of the transaction, the merchant where the purchase is made and the network through which the transaction is
processed.

We earn ATM fees from transactions conducted through our ATMs with cards other than OneCards. We also earn fees from ATM transactions
conducted by OneAccount holders using their OneCards at ATMs outside of our ATM network.

Our bank partner charges NSF fees and remits them to us when OneAccount holders attempt to withdraw or transfer money from their OneAccounts in
excess of their deposited funds. These NSF fees are primarily assessed on electronic transfers from, and checks drawn on, accounts in excess of available
funds. Historically, our bank partner also assessed these fees on overdrafts on debit card transactions. However, the Federal Reserve Board amended
Regulation E to limit the ability of financial institutions, effective July 1, 2010, to assess an overdraft fee for paying ATM and one-time debit card transactions
that overdraw a consumer’s account, unless the consumer affirmatively consents, or opts in, to the institution’s payment of overdrafts for these services. We
do not currently offer the opt in feature to our customers for ATM or one-time debit card transactions. In the absence of debit card-related NSF fees, our total
NSF fees per OneAccount that our bank partner remits to us began to decrease during 2010 and is expected to continue to decrease on a comparative basis until
August 2011. A portion of this decrease in total revenue has been offset by a reduction in our provision for operational losses, which is recorded in cost of
revenue. This is due to a reduction in our overdraft liability and the amount of our estimated uncollectible fees. See Notes 2 and 8 to our consolidated financial
statements included elsewhere in this report.

We earn other fees for banking services provided to OneAccount holders, including fees for conducting wire transfers, replacing lost OneCards,
processing international transactions, processing stop payment requests, over-the-counter cash withdrawals using OneCards, issuing official checks and
electronic bill pay features.

While our historical experience has been that account revenue generated per OneAccount has been generally stable year over year, with total account
revenue generally increasing proportionally with increases in the number of OneAccounts, the implementation of Regulation E in the third quarter of 2010
along with other changes that we made to our account fee schedule, decreased the revenue per OneAccount in that period compared to the same period in the
prior year. This continued into the fourth quarter of 2010, and we expect account revenue per OneAccount to continue to be lower in 2011 compared to
previous periods as the result of non-sufficient funds fee changes made in response to regulations and other changes we made through the third quarter of
2011. Notwithstanding the decrease in non-sufficient fund fees, the primary influence on account revenue growth is expected to continue to be the number of
active OneAccounts. Growth in the number of accounts is tied to growth in the number of students enrolled at our OneDisburse  higher education institutional
clients, which expands as new clients contract to use this product. The average percentage of students that maintain OneAccounts at a higher education
institution generally increases over the first several years after the higher education institution becomes a OneDisburse  client. We believe the rate of
OneAccount adoption varies, however, based on factors including, but not limited to, the average tenure of a student at a higher education institution,
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whether the higher education institution is a 2-year or a 4-year school or a public or private school and the mix of undergraduate and graduate students.

The number of OneAccounts has risen in each of the last three years, which has led to a compounded annual growth rate of 72% in account revenue
over this period. While we expect the number of OneAccounts to continue to grow in the near-term, there is a possibility that further legislative and regulatory
changes will be enacted in the near-term that may reduce account revenue. See “Part I, Item 1A. Risk Factors—Fees for financial services are subject to
increasingly intense legislative and regulatory scrutiny, which could have a material adverse effect on our business, financial condition, results of operations
and prospects for future growth” of this report.

Payment Transaction Revenue
We generate payment transaction revenue through convenience fees charged to students, parents or other payers who make online payments to our higher

education institutional clients through the SmartPay feature of our ePayment product using a credit or debit card. As this fee is assessed on a per transaction
basis, growth in payment transaction revenue is primarily influenced by transaction volumes. We acquired ePayment when we purchased IDC in November
2009.

Higher Education Institution Revenue
Our higher education institutional clients pay fees for the products and services they purchase from us. We charge our clients: (i) an annual subscription

fee based on the size of their student population; (ii) a per-transaction fee; or (iii) a combination of both. For certain payment transaction products, we also
charge an implementation fee, which is deferred and recognized over the estimated client relationship period, which we estimate to be five years. Historically,
revenue from higher education institutions has been primarily comprised of carding and transaction fees related to our OneDisburse  product. However, with
our acquisition of IDC in November 2009, the composition of our higher education institution revenue changed substantially, with a large proportion of this
revenue stream to being derived from our payment products-related revenue.

The number of students enrolled at client institutions and the number of campuses under contract are significant drivers of our higher education
institution revenue. As we have expanded the number of our institutional clients over the last three years, our higher education institution revenue has grown by
a compounded annual rate of 87%. We expect that assuming our institutional client base grows, our higher education institution revenue will also increase.

Other Revenue
Other revenue consists of two main components: a marketing incentive fee paid by MasterCard International Incorporated based on transaction volumes

and new OneCard issuances and processing fees paid by our bank partner based on the total amount of deposits held in our OneAccounts and prevailing
interest rates. Because the amount of the processing fee is in part a function of prevailing interest rates, this revenue stream has historically fluctuated in
accordance with interest rate movements. Since 2008, fees paid by our bank partner have been relatively small due to low interest rates. If prevailing interest
rates rise our processing fee will also increase. Currently, this revenue stream is immaterial to our overall results of operations.

Cost and Expenses

Employee compensation and related expenses represent our largest single expense. We allocate compensation and other related expenses, including stock-
based compensation, to cost of revenue, product development, sales and marketing and general and administrative expenses. While we expect the number of
our employees to increase over time, we believe the economies of scale in our business model will allow us to grow our compensation and related expenses at a
lower rate than revenue.

Other costs and expenses include outsourced managed hosting, data processing, ATM-related expenses, professional services, office lease payments,
travel and amortization.

The following summarizes our cost of revenue and certain significant operating expenses:
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Cost of Revenue
Cost of revenue consists primarily of data processing expenses, interchange expenses related to SmartPay and ATM transactions, uncollectible fees and

write-offs and customer service expenses. These expenses are shared across our different revenue categories and we are not able to meaningfully allocate such
costs between separate categories of revenue. Consequently, all costs and expenses applicable to our revenue are included in the cost of revenue category in our
statements of operations. These expenses generally move in line with the number of active OneAccounts and transaction volumes for our banking and payment
transactions services.

General and Administrative
General and administrative expenses include finance, legal, compliance, facility and administration costs, as well as components of operational costs

such as ATM cash services and maintenance, data center costs and costs associated with our information technology. These costs include employee
compensation and related expenses, as well as fees for professional services. As a newly public company, we have started to incur additional general and
administrative expenses as a result of our obligations to comply with the ongoing obligations of a public company, including the SEC’s ongoing reporting
obligations, director and officer liability insurance and other expenses.

Product Development
Product development expenses include costs associated with defining and specifying new features and ongoing enhancements for our proprietary

technology platform and other aspects of our service offerings. Product development costs primarily relate to employee compensation.

Sales and Marketing
Sales and marketing expenses include costs of acquiring new institutional clients and educating their students about our services in order to improve the

adoption and usage rates of our OneAccount and our other student-oriented products and services. The majority of our sales and marketing expenses are
comprised of employee compensation. Each of our sales representatives earns: (i) a base salary; (ii) sales commissions, which are earned upon the signing of a
contract with a higher education institutional client; and (iii) generally, certain trailing commissions, which are based on account performance. Having nearly
doubled the number of our sales and marketing personnel with our acquisition of IDC, our sales and marketing expense increased significantly during 2010.

We record stock-based customer acquisition expense in connection with the EduCard acquisition from 2008 and pursuant to a related intellectual
property purchase agreement. The amount of stock-based customer acquisition expense depends on the number of shares released from escrow to Kevin Jones
and the value of the shares at that time. We also record cash-based customer acquisition expense in connection with our acquisition of IDC in November of
2009.

IDC Acquisition

In November of 2009, we acquired IDC, a leader in providing cashiering and payment solutions in higher education, which we renamed Higher One
Payments, Inc. This transaction provided us with our suite of payment transaction products and services, the capability to offer our higher education
institutional clients a full complement of services and nearly doubled the number of campuses with which we have relationships. At the time of the acquisition
there was only a 6% overlap of students enrolled at institutions that were clients using both Higher One  and IDC products and services. Our overlap has
increased to approximately 9% as of December 31, 2010 and we expect our overlap to continue to increase in the future as a result of future cross-sales.

We purchased IDC for $27.5 million, which was financed by cash and debt. At closing, we paid an initial payment of $17.6 million that was funded
with $9.9 million of available cash and $7.7 million of borrowings under our existing credit line. The remaining non-interest bearing post-closing payment of
$10 million was due to the former shareholders in quarterly payments through December 31, 2010. During 2010, we made one payment of $1.75 million to
the former shareholders and deposited the remaining $8.25 million in an escrow account, which amount remains the subject of an ongoing dispute. See also
 

39

®



Table of Contents

“Part I, Item 3. Legal Proceedings” of this report.

In acquiring IDC, we purchased its payment transaction suite of products and services, such as ePayment, eBill, MyPaymentPlan, eMarket and
Cashiering, which we did not previously offer. See also “Part I, Item 1. Business—Products and Services—Payment Suite” of this report.

Critical Accounting Policies

A number of our accounting policies require the application of significant judgment by our management, and such judgments are reflected in the
amounts reported in our consolidated financial statements. In applying these policies, our management uses its judgment to determine the appropriate
assumptions to be used in the determination of estimates. Those estimates are based on our historical experience, terms of existing contracts, management’s
observation of trends in the industry and information available from other outside sources, as appropriate. On an ongoing basis, we evaluate our estimates and
judgments. Actual results may differ significantly from the estimates contained in our consolidated financial statements. We believe that the following are our
critical accounting policies.

Provision for Operational Losses
We have entered into an agreement with The Bancorp Bank to hold all deposit accounts opened by OneAccount holders. Although those deposit funds

are held by The Bancorp Bank, we are liable to the bank for any uncollectible accountholder overdrafts and any other losses due to fraud or theft. We provide
reserves for our estimated overdraft liability and our estimated uncollectible fees to The Bancorp Bank. The provision for these reserves is included within the
costs of revenue on the consolidated financial statements included in this report. Such reserve is based upon an analysis of outstanding overdrafts and
historical repayment rates. For the years ended December 31, 2008, 2009 and 2010, we provided for additional reserves for operational losses related to
uncollectible accountholder overdrafts of $4.6 million, $5.5 million and $7.2 million, respectively. If the financial condition of the accountholders were to
deteriorate, thereby reducing their ability to make payments, additional reserves would be required.

Goodwill and Intangible Assets
Goodwill represents costs in excess of the fair value of consideration transferred over the fair values assigned to the underlying net identifiable assets of

acquired businesses. Annual impairment testing of goodwill is assessed in accordance with FASB ASC 350, “Intangibles—Goodwill and Other,” or ASC
350, which compares carrying values of the reporting units to fair values and, when appropriate, the carrying value of these assets is reduced to fair value.

Our goodwill balance is entirely attributable to our acquisition of IDC on November 19, 2009. We perform our annual goodwill impairment analysis as
of October 31, or whenever events or changes in circumstances indicate that an impairment may have occurred.

We determined our reporting units in accordance with FASB ASC 280 “Segment Reporting”, or ASC 280, and ASC 350. We evaluate reporting units by
first identifying their operating segments under ASC 280. We then evaluate each operating segment to determine if it includes one or more components that
constitute a business. If there are components within an operating segment that meet the definition of a business, we evaluate those components to determine if
they must be aggregated into one or more reporting units. When determining if it is appropriate to aggregate a newly acquired operating segment with our
existing operating segment, we evaluate the seller’s historical results for the newly acquired company and its future prospects. This evaluation generally
includes the newly acquired operating segment’s budget and the actions that our management expects to take with respect to the recently acquired operating
segment, as well as an evaluation of the likelihood that such actions will be implemented. If, after evaluating the future prospects, we determine that the two
segments are economically similar within a reasonable period of time, the two operating segments are aggregated. We have one operating segment and reporting
unit.

Impairment may result from, among other things, deterioration in the performance of the acquired business, adverse market conditions, adverse changes
in applicable laws or regulations, including
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changes that restrict the activities of the acquired business, and a variety of other circumstances. Actual cash flows arising from a particular reporting unit
could vary from projected cash flows, which could imply different carrying values from those established at the date of acquisition, and which could result in
impairment of such assets. If it is determined that an impairment has occurred, we would record a write-down of the carrying value and charge the impairment
as an operating expense in the period the determination is made. During 2009 and 2010, we were not required to record any impairment on goodwill or
intangible assets. As of the completion of our impairment test on October 31, 2010, our reporting unit was not at risk of failing step one of the goodwill
impairment test.

We assess the impairment of identifiable intangible assets and goodwill whenever events or changes in circumstances indicate that the carrying value
may not be recoverable. Factors we consider important which could trigger an impairment review include the following:
 

 •  significant underperformance relative to historical or projected future operating results;
 

 •  significant changes in the manner of our use of the acquired assets or the strategy for our overall business; and
 

 •  significant negative industry or economic trends.

When we determine that the carrying value of intangible assets may not be recoverable based upon the existence of one or more of the above indicators of
potential impairment, we assess whether an impairment has occurred based on whether net book value of the assets exceeds related projected undiscounted
cash flows from these assets. We consider a number of factors, including past operating results, budgets, economic projections, market trends and product
development cycles in estimating future cash flows. Differing estimates and assumptions as to any of the factors described above could result in a materially
different impairment charge and thus materially different results of operations.

Stock-Based Compensation
We account for stock-based compensation expense in accordance with FASB ASC 718, “ Compensation—Stock Compensation ,” or ASC 718, which

requires the measurement and recognition of compensation expense for share-based awards based on the estimated fair value on the date of grant. The fair value
of each option is estimated on the date of grant using the Black-Scholes option pricing model with the following range of assumptions for stock options granted
during the years ended December 31, 2008, 2009 and 2010:
 

   2008   2009   2010
Expected term(1)   6.3 - 6.5 years   5.8 - 6.3 years   6.2 - 6.3 years
Expected volatility(2)   40.2%   50.7%   51.0 - 51.9%
Risk-free rate(3)   2.4% - 3.4%   2.2% - 3.2%   1.5% - 3.0%
Expected dividends(4)   None   None   None

 
(1) Expected term is the period of time that the equity grants are expected to remain outstanding. We calculate the expected life of the options as prescribed

under the provisions of ASC 718. We generally use the midpoint between the end of the vesting period and the contractual life of the grant to estimate
option exercise timing.

(2) Expected volatility is a measure of the amount by which a financial variable such as a share price has fluctuated (historical volatility) or is expected to
fluctuate (expected volatility) during a period. We based our estimated volatility on the historical volatility of a peer group of publicly traded companies,
which includes companies that are in the same industry or are our competitors.

(3) Risk-free rate is the average U.S. Treasury rate at the time of grant having a term that most closely approximates the expected term of the option.
(4) We have never declared or paid dividends on our common stock and do not anticipate paying
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 dividends in the foreseeable future.

These options expire ten years from the date of grant. Options for our employees vest over periods ranging from one month to five years, with the
majority vesting as follows: one-fifth of the granted options vest one year from the date of grant; the remaining four-fifths vest at a rate of 1/48 per month over
the remaining four years of the vesting period. The board grants primarily incentive stock options, but occasionally grants nonqualified stock options to key
members of management.

The amount of stock based compensation expense we recognize during a period is based on the portion of the awards that are ultimately expected to vest.
We estimate option forfeitures at the time of grant and revise those estimates in subsequent periods if actual forfeitures differ from those estimates.

Restricted stock is a stock award that entitles the holder to receive shares of our common stock as the award vests over time. The board has not granted
restricted stock awards prior to 2009 when it granted a total of 43,344 shares to its executive officers. These awards vest over four years which start on the first
anniversary of the grant. The fair value of each restricted stock award is estimated using the intrinsic value method that is based on the fair value of our
common stock on the date of grant. Compensation expense for restricted stock awards is recognized ratably over the vesting period on a straight-line basis.

Generally, employees have received stock option grants when joining the company and then may have received periodic awards thereafter in the
discretion of the board, although the timing of additional awards has previously not been made according to any established policy. The board intended all
options to be granted with an exercise price equal to or greater than the per share fair value of our common stock underlying those options on the date of grant.
On each of the grant dates during 2008, 2009 and up until our common stock offering in June 2010, the fair value of common stock underlying stock options
granted was either estimated by the board on a contemporaneous basis with input from management and an independent valuation firm or was determined not
to have changed since a prior valuation. Given the absence of a public trading market in our common stock through June 2010, our board considered
numerous objective and subjective factors to determine the best estimate of the fair value of our common stock at each meeting at which stock option grants
were approved. These factors included, but were not limited to, the following:
 

 •  developments in our business;
 

 •  issuances of our preferred stock;
 

 •  the rights and preferences of our convertible preferred stock relative to our common stock;
 

 •  independent valuations of our common stock;
 

 •  the lack of marketability of our common stock;
 

 •  the likelihood of achieving a liquidity event, given prevailing market conditions;
 

 •  the per share value of any recent preferred stock financing and the amount of convertible preferred stock liquidation preferences;
 

 •  our current and historical operating performance and current financial condition;
 

 •  our operating and financial projections;
 

 •  the stock price performance of a peer group comprised of selected publicly-traded companies identified as being comparable to us; and
 

 •  economic conditions and trends in the broad market for stocks.

If we had made different assumptions and estimates, the amount of our recognized and to be recognized stock-based compensation expense could have
been materially different. We believe that the board used reasonable methodologies, approaches and assumptions in determining the fair value of our common
stock.
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We requested periodic valuation reports from an independent valuation firm, prepared consistent with the methods outlined in the American Institute of
Certified Public Accountants’ Practice Guide, Valuation of Privately-Held-Company Equity Securities Issued as Compensation in 2008, 2009 and up until our
common stock offering in June 2010. Each valuation recommended a fair value of our common stock on a minority, non-marketable basis as of the date of the
report.

In valuing our common stock, our independent valuation firm determined our business enterprise value using two valuation approaches, an income
approach and a market approach.
 

 

•  The income approach estimates the present value of future estimated debt-free cash flows, based upon forecasted revenue and costs. These
discounted cash flows are added to the present value of our estimated enterprise terminal value, the multiple of which is derived from comparable
company market data. These future cash flows are discounted to their present values using a rate corresponding to our estimated weighted average
cost of capital. The discount rate is derived from an analysis of the weighted average cost of capital of our publicly-traded peer group as well as
cost of capital studies for similar stage companies as of the valuation date and is adjusted to reflect the risk inherent in our cash flows.

 

 

•  The market approach estimates the fair value of a company by applying to that company the market multiples of comparable publicly-traded
companies. A multiple of key metrics implied by the enterprise values or acquisition values of our publicly-traded peers is calculated. Based on
the range of these observed multiples, size of the company, company specific factors such as growth and margins, and professional judgment a
appropriate adjustment to the publicly-traded companies median multiple is applied our metrics in order to derive an indication of value.

After determining a business enterprise value indication under each approach, the enterprise value was allocated to debt holders and then to each of our
classes of stock using a liquidation analysis that took into consideration each class of shareholder’s rights and preferences to proceeds. Under each of the
value indications based on the shareholder agreements, the preferred shareholders would automatically convert to common shareholders. The two per share
value indications were weighted to determine the concluded fair value of a share of common stock on a minority, non-marketable basis.

Upon our common stock offering in June 2010, we have relied upon on the trading price of our common stock to determine fair value of our common
stock.

Grants in 2008, 2009 and 2010

With respect to equity grants made in 2008, 2009 and up until our common stock issuance in June 2010, the key assumptions in the common stock
valuations recommended by an independent valuation firm were as follows:
 

Date of Valuation   

Discounted
Cash Flows

Method /
Guideline

Public
Company
Weighting  

Discount for
Lack of

Marketability  

Discounted
Cash Flow
Discount

Rate   
Common

Stock Value 
December 31, 2008   75% / 25%  30%   20%  $ 3.43  
June 30, 2009   75% / 25%  30%   20%   5.56  
November 19, 2009   75% / 25%  20%   25%   10.80  
March 15, 2010   75% / 25%  15%   23%   13.94  

For purposes of the December 2008 and June 2009 valuations, the comparable publicly-traded companies utilized in the market approach consisted of
Alliance Data Systems Corporation, CyberSource Corp., MasterCard Incorporated, TNS Inc. and Total Systems Services, Inc. The list was expanded to
include Visa, Inc. in the November 2009 valuation report and to include Financial Engines, Inc. in the March 2010 valuation report.
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We have set forth in the table below information regarding stock options granted during 2009 and through May 2010. Following the table, we have
described the significant factors contributing to our determinations of fair market value and setting of option exercise prices throughout this period.
 

Date of Grant   
Number of

Options Granted   
Exercise

Price    

Option
Fair

Value  
January 27, 2009    301,500    $ 4.59    $ 2.34  
March 19, 2009    34,500     4.59     2.34  
May 21, 2009    57,750     4.59     2.39  
July 23, 2009    65,250     5.67     2.99  
September 24, 2009    60,750     5.67     2.97  
November 6, 2009    81,750     5.67     2.97  
December 4, 2009    639,750     10.80     5.59  
March 26, 2010    378,000     13.94     7.42  
May 6, 2010    30,000     13.94     7.33  

January, March and May 2009. On January 27, 2009, the board granted options with a strike price of $4.59 per share. We had received a valuation
recommendation from the independent valuation firm of $3.43 as of December 30, 2008. However, the board had previously granted options in the second half
of 2008 with a strike price of $4.59 per share. This price had been set based upon the per share sale price of Series E Convertible Preferred Shares to
Lightyear Capital in August 2008. The board decided to grant options in January at the same strike price despite the lower third party stock valuation. The
board continued to grant options on March 19 and May 21 utilizing the $4.59 strike price based upon the company’s determination that the fair market value
of the common stock had not increased above such price as a result of intervening events or changed financial conditions.

July through November 2009. On July 23, 2009, our board determined a fair market value of our common stock of $5.67 for purposes of setting
exercise prices for options granted on that day. This determination was based on the factors described above, as well as the independent valuation firm’s
valuation recommendation of $5.56 in its June 30, 2009 report. The higher price in the report was a result of an increase in our enterprise value as determined
under both the discounted cash flow method and the guideline public company method described above. In addition the terminal exit multiple increased based
on the guideline public company multiple increase. The increase in value under the guideline public company method resulted primarily from an increase in
the relevant multiple. The increase in value is reflected in the increase in revenue and adjusted EBITDA, which exceeded our 2009 plan. The board continued
to grant options on September 24 and November 6 using the $5.67 strike price based on our determination that the fair market value of our common stock
had not increased above such price as a result of intervening events or changed financial conditions.

December 2009. On December 4, 2009, the board determined a fair market value of our common stock of $10.80 for purposes of setting exercise prices
for options granted on that day. This determination was based on the factors described above as well as the independent valuation firm’s valuation
recommendation of $10.80 in its November 19, 2009 report. Several factors contributed to the significant increase in value from the prior valuation in June
2009 including an increase in public comparables (42%), the value built by the company in the intervening six months as reflected in the increase in its
revenue and adjusted EBITDA in excess of its 2009 business plan, the increased potential for an IPO based upon the stabilization of the financial markets and
feedback from the company’s investment bank and the increase in revenue and adjusted EBITDA as well as market and long-term growth potential resulting
from its acquisition of IDC.

March 2010. On March 26, 2010, the board determined a fair market value of our common stock of $13.94 for purposes of setting exercise prices for
options granted on that day. This determination was based on the factors described above as well as the independent valuation firm’s valuation
recommendation of $13.94 in its March 15, 2010 report. Several factors contributed to the increase in value from the prior valuation in November 2009. The
company built value in the intervening period as
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reflected in its exceeding the first two months of 2010’s operating plan in both revenue and adjusted EBITDA, in the significant growth in the trailing twelve
month financials as of the valuation date compared to those as of October 2009 (32% revenue growth and 35% adjusted EBITDA growth) and significant new
sales through the valuation date (49% of entire 2010 operating plan). In addition, the IPO liquidity potential continued to increase based upon feedback from
the company’s investment bank. Lastly, the acquisition of IDC continued to contribute to higher than projected results compared to the operating plan by
adding new revenue and adjusted EBITDA to the combined financial projections, increasing the company’s addressable market with university payments and
the company’s long-term growth potential and allowing for better than anticipated synergies and cross-selling.

May 2010. On May 6, 2010, consistent with its ordinary granting practices, the compensation committee granted an aggregate of 30,000 options to six
new employees (none of whom are officers of the company) who were hired since the last meeting of our board of directors. The compensation committee set the
exercise price for the options at $13.94, the same price used for options granted at its meeting six weeks earlier (as explained above). Consistent with its past
practice and in light of the immaterial amount of options being granted, the compensation committee did not commission an independent valuation. In
determining not to raise the exercise price, the compensation committee was influenced by the extreme volatility of the stock market on the date of grant and the
effect it could have on other companies’ stock prices and on the timing of the offering, both of which play a role in the valuation of our stock.

After May 2010, the board set the exercise price for options granted based on the average of the high and low price of our common stock the day prior to
the grant date.

Income Taxes

Deferred tax assets and liabilities are determined based on temporary differences between the financial reporting bases and the tax bases of assets and
liabilities. Deferred tax assets are also recognized for tax net operating loss carry-forwards. These deferred tax assets and liabilities are measured using the
enacted tax rates and laws that will be in effect when such amounts are expected to reverse or be utilized. The realization of total deferred tax assets is contingent
upon the generation of future taxable income. Valuation allowances are provided to reduce such deferred tax assets to amounts more likely than not to be
ultimately realized.

Income tax provision or benefit includes U.S. federal, and state and local income taxes and is based on pre-tax income or loss. In determining the
estimated annual effective income tax rate, we analyze various factors, including projections of our annual earnings and taxing jurisdictions in which the
earnings will be generated, the impact of state and local taxes and our ability to use tax credits and net operating loss carry-forwards.

Business Combinations
We follow the provisions of FASB ASC 805, “Business Combinations,” or ASC 805, which requires the acquiring entity in a business combination to

recognize all the assets acquired and liabilities assumed in the transaction and establishes the acquisition-date fair value as the measurement objective for all
assets acquired and liabilities assumed in a business combination.
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Results of Operations for the Years Ended December 31, 2008, 2009 and 2010

The following tables summarize key components of our results of operations for the periods indicated, both in dollars and as a percentage of total
revenue:
 

 

  Year Ended December 31,    Change from prior period  
  2008    2009    2010    2009    2010    2009   2010  

  (in thousands)    
(in thousands of

dollars)    (percentage)  
Account revenue   $37,570    $68,529    $113,516    $30,959    $44,987     82.4%   65.6% 
 

Payment transaction revenue    29    1,688    15,742    1,659    14,054    5,720.7%   832.6% 
Higher education institution revenue    3,220    5,135    12,543    1,915    7,408    59.5%   144.3% 
Other revenue    3,187    2,254    3,168    (933)   914    (29.3%)   40.6% 

Total revenue    44,006    77,606    144,969    33,600    67,363    76.4%   86.8% 
Cost of revenue    16,302    26,529    51,845    10,227    25,316    62.7%   95.4% 

Gross margin    27,704    51,077    93,124    23,373    42,047    84.4%   82.3% 
General and administrative expense    11,725    18,143    32,381    6,418    14,238    54.7%   78.5% 
Product development expense    1,629    2,287    3,311    658    1,024    40.4%   44.8% 
Sales and marketing expense    4,399    7,966    16,185    3,567    8,219    81.1%   103.2% 

Income from operations    9,951    22,681    41,247    12,730    18,566    127.9%   81.9% 
Interest and other expense, net    412    558    729    146    171    35.4%   30.6% 
Interest and other income, net    (386)   (21)   (29)   365    (8)   (94.6%)   38.1% 
Income before income taxes    9,925    22,144    40,547    12,219    18,403    123.1%   83.1% 
Income tax expense    3,547    7,925    15,488    4,378    7,563    123.4%   95.4% 
Net income   $ 6,378   $ 14,219   $ 25,059   $ 7,841   $ 10,840    122.9%   76.2% 
 

   Year Ended December 31,  
   2008   2009   2010  
   (% of total revenue)  
Account revenue    85.4%   88.3%   78.3% 
Payment transaction revenue    0.1%   2.2%   10.9% 
Higher education institution revenue    7.3%   6.6%   8.7% 
Other revenue    7.2%   2.9%   2.2% 

Total revenue    100.0%   100.0%   100.0% 
Cost of revenue    37.0%   34.2%   35.8% 

Gross margin    63.0%   65.8%   64.2% 
General and administrative expense    26.7%   23.4%   22.3% 
Product development expense    3.7%   2.9%   2.3% 
Sales and marketing expense    10.0%   10.3%   11.2% 

Income from operations    22.6%   29.2%   28.5% 
Interest and other expense, net    0.9%   0.7%   0.5% 
Interest and other income, net    (0.9%)   0.0%   0.0% 
Income before income taxes    22.6%   28.5%   28.0% 
Income tax expense    8.1%   10.2%   10.7% 
Net income    14.5%   18.3%   17.3% 

Year Ended December 31, 2010 Compared to Year Ended December 31, 2009
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Account revenue
The increase in account revenue was primarily due to an increase of 61.2%, or 0.6 million, in the number of OneAccounts from December 31, 2009 to

December 31, 2010. Greater adoption of the OneAccount at existing higher education institution clients accounted for 47% of the increase in OneAccounts,
while 53% of the increase was due to new higher education institution clients. The increase in the number of OneAccounts resulted in increases in interchange
fees relating to point of sale purchases made with our OneCards, ATM fees, and other fees that our bank partner remitted to us. While our historical experience
has been that account revenue generated per OneAccount has been generally stable year over year, with total account revenue generally increasing proportionally
with increases in the number of OneAccounts, the implementation of Regulation E in the third quarter of 2010 as well as other changes we made to our fee
schedule decreased the revenue per OneAccount compared to the same period in the prior year. This continued into the fourth quarter of 2010 and we expect the
account revenue per OneAccount to continue to be lower than in previous periods as the result of non-sufficient funds fee changes made in response to
regulations and other changes we made through the third quarter of 2011.

Payment Transaction Revenue
The increase in payment transaction revenue was primarily generated from our CASHNet  payment transaction products, which were added to our

product offering with the acquisition of IDC in November 2009 and, accordingly, were only included in our payment transaction revenues for approximately
one and one half months during the twelve months ended December 31, 2009.

Higher Education Institution Revenue
The increase in higher education institution revenue was primarily due to the inclusion of a full year of subscription and deployment revenue from our

CASHNet  suite of products compared to only approximately 42 days of revenue in 2009.

Other Revenue
The increase in other revenue was primarily due to an increase of 26.6% in the marketing incentive fees payable to us from MasterCard due to higher

MasterCard issuance incentives. An increase of 80.3% in processing fees that our bank partner paid to us, which resulted primarily from an increase in
OneAccount deposits, also contributed to the growth in other revenue.

Cost of Revenue
The inclusion of processing fees related to our CASHNet  payment transaction revenue for the whole year in 2010, compared to only 42 days in 2009,

accounted for $9.8 million, or 38.6% of the total growth in cost of revenue. Increases in data processing expenses of $4.6 million, or 67.8%, network fees and
expenses of $2.7 million or 61.5% and customer service expenses of $2.0 million, or 61.1%, also contributed to the increase. The growth in these expenses
was primarily due to a 61.2% increase in the number of active OneAccounts. An increase in amortization expense, primarily related to deferred implementation
costs, of $2.0 million, or 132.1%, was driven by both new client implementations and the inclusion of costs resulting from our CASHNet  deployments.
Write-offs and the provision for uncollectible fees increased $2.6 million, or 42.4%, driven by the increase in the number of active OneAccounts, which was
partially offset by higher fee collection rates and lower aggregate overdrawn balances resulting from the implementation of amendments to Regulation E. The
lower margin generally attained on the CASHNet  payment transaction revenue contributed to the 1.6% overall decrease in gross margin percentage.

General and Administrative Expense
The increase in general and administrative expense was driven primarily by increases of $6.8 million, or 69.2%, in employee compensation allocated to

general and administrative expenses; $2.3 million, or 159.8%, in depreciation and amortization; and $1.5 million, or 107.9%, in information technology
expenses. These expenses were the result of both the acquisition of IDC in November 2009
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and of growth in our existing lines of business. Additionally, professional fees increased $1.3 million, or 106.3%, driven by growth in the size and complexity
of our business and the additional costs of operating as a publicly traded company.

Product Development Expense
The increase in product development expense was primarily due to an increase in employee and outsourced costs primarily related to the addition of

product development employees from CASHNet.

Sales and Marketing Expense
The increase in sales and marketing expense was primarily due to an increase of $4.9 million in the non-cash, stock-based sales acquisition expense

related to the vesting of certain shares issued in connection with the acquisition of EduCard due to a higher average share price at the date of vesting. Increases
in costs related to employee compensation of $2.1 million, primarily related to the addition of employees from Higher One Payments, Inc., and cash-based
sales acquisition expense related to the acquisition of IDC of $0.7 million also contributed to the overall increase.

Interest Expense
The increase in interest expense was primarily due to the accretion of interest related to the acquisition payable incurred as a result of the IDC acquisition

in November 2009 and amortization of financing costs associated with amending the credit facility in July and December of 2009.

Income Tax Expense
The increase in income tax expense was primarily due to an increase of $18.4 million, or 83.1%, in net income before taxes and also a higher effective

state tax rate. The effective tax rates for the years ended December 31, 2009 and 2010 were 35.8% and 38.2%, respectively.

Year Ended December 31, 2009 Compared to Year Ended December 31, 2008
Account revenue

The increase in account revenue was primarily due to an increase of 81.2% in the number of OneAccounts compared to the previous year, which
resulted in increases in interchange fees that our bank partner remitted to us and relating to POS purchases made with our OneCards, ATM fees and NSF fees
that our bank partner remitted to us.

Payment Transaction Revenue
Payment transaction revenue was $1.7 million for the year ended December 31, 2009, which was primarily generated by the inclusion of 42 days’ of

revenue generated by our CASHNet payment transaction products from the consummation of the acquisition in November 2009 to year end. See “Part II,
Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations—IDC Acquisition,” above.

Higher Education Institution Revenue
The increase in higher education institution revenue was primarily due to an increase of 33.1% in card fees and an increase of 55.3% in transaction fees

related to our OneDisburse  product due primarily to an increase in the number of higher education institutional clients using this product compared to the
previous year. The inclusion of 42 days’ of revenue generated by the payment transaction products and services that we acquired when we purchased IDC in
November 2009 also accounted for 33.7% of the total increase in higher education institution revenue.

Other Revenue
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The decrease in other revenue was primarily due to a decrease of 83.5% in the processing fees that our bank partner pays to us caused by a decline in
prevailing interest rates during the year ended December 31, 2009. This decrease was partially offset by an increase of 64.4% in the marketing incentive fees
that MasterCard paid to us.

Cost of Revenue
The increase in cost of revenue was comprised of an increase of $2.8 million, or 184.4%, in interchange expenses, an increase of $1.7 million, or

32.5%, in data processing expenses, an increase of $1.2 million, or 24.3%, in uncollectible fees and write-offs, an increase of $1.8 million, or 84.6%, in
customer service expenses and an increase of $0.6 million, or 33.3%, in card issuance expenses. The growth in these expenses was primarily due to an
increase of 81.2% in the number of active OneAccounts and the related increase in transaction volume for our banking services. The inclusion of 42 days’ of
costs related to our recently acquired payment transaction products and services accounted for $1.4 million, or 17.1%, of the total increase in cost of revenue.

General and Administrative Expense
The increase in general and administrative expense was primarily due to an increase of $1.7 million, or 28.8%, in employee compensation and an

increase of $0.8 million, or 210.7%, in fees for professional services during the year ended December 31, 2009, which increased in part as a result of the
inclusion of 42 days’ of expenses related to our recently acquired payment transaction products and services, as well as an increase of $0.9 million, or
178.5%, in stock-based compensation.

Product Development Expense
The increase in product development expense was primarily due to an increase of $0.7 million, or 40.4%, in costs related to employee compensation

allocated to product development expense during the year ended December 31, 2009.

Sales and Marketing Expense
The increase in sales and marketing expense was primarily due to an increase of $1.9 million, or 82.5%, in costs related to employee compensation

allocated to sales and marketing expense and an increase of $1.1 million, or 92.4%, in the non-cash expense related to the vesting of certain shares held by
Kevin Jones during the year ended December 31, 2009.

Income Tax Expense
The increase in income tax expense was primarily due to an increase of $12.2 million, or 123.1%, in net income before taxes. The effective tax rates for

the years ended December 31, 2008 and 2009 were 35.7% and 35.8%, respectively.

Liquidity and Capital Resources

Sources of Liquidity
Our primary sources of liquidity are cash flows from operations and borrowings under our Credit Facility. As of December 31, 2010, we had $34.5

million in cash and cash equivalents, $14.7 million in available-for-sale securities and $50 million available under our Credit Facility. Our primary liquidity
requirements are for working capital, capital expenditures, including our planned real estate development project, product development expenses and general
corporate needs. As of December 31, 2010, we had working capital of $39.7 million.

During 2010, we issued common stock for net proceeds of $37.2 million. We used $10.0 million of the net proceeds to repay amounts then outstanding
under our prior credit facility and deposited $8.25 million into escrow to satisfy our post-closing obligations under the IDC stock purchase agreement. The
remaining amount of net proceeds remains available for our strategic objectives and for general corporate
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purposes.

Senior Secured Revolving Credit Facility
Higher One, Inc. entered into a senior secured revolving credit facility dated as of August 26, 2008 that was subsequently amended as of July 15, 2009

and November 19, 2009. We refer to the credit facility, as amended, as the Prior Credit Facility. The Prior Credit Facility matured on December 31, 2010 and
there were no amounts outstanding at maturity.

On December 31, 2010, we entered into a new senior secured revolving credit facility, or our Credit Facility. Among other things, the Credit Facility
increased the maximum amount available to be drawn to $50 million and allows us to request an increase in this limit to $100 million. Any amounts drawn
under the amended and restated credit facility are payable in a single maturity on December 31, 2013. Each of Higher One Holdings, Inc., Higher One
Machines, Inc., Higher One Payments, Inc., Higher One Real Estate, Inc. and Higher One Real Estate SP, LLC, which we refer to collectively, together with
Higher One Inc., as the Credit Facility Loan Obligors, is a guarantor of Higher One, Inc.’s obligations under the Credit Facility.

The Credit Facility is secured by a perfected first priority security interest in all of the capital stock of Higher One, Inc. and its subsidiaries, and
substantially all of each Credit Facility Loan Obligor’s tangible and intangible assets, other than intellectual property. Each of the Credit Facility Loan
Obligors has also granted to the administrative agent under the Credit Facility a negative pledge of the intellectual property of Higher One, Inc. and its
subsidiaries, including patents and trademarks that are pending and acquired in the future.

At our option, each advance under the Credit Facility accrues interest on the basis of a base rate or on the basis of a one-month, two-month or three-
month Eurodollar rate, plus in either case, the applicable margin based on our funded debt to EBITDA ratio, at the time each loan is made. We also pay
commitment fees for the unused portion of the revolving loan on a quarterly basis equal to the product obtained by multiplying the applicable margin for
commitment fees by the average daily unused commitment for that calendar quarter. The applicable margin for base rate advances is between (1.25%) and 0%,
subject to a minimum rate of 2%, and the applicable margin for Eurodollar rate advances is between 2.0% and 3.25%. The applicable margin for commitment
fees is between 0.25% and 0.375%. The base rate is the higher of Bank of America’s announced prime rate, the federal funds rate plus 0.50% or the
Eurodollar rate plus 1.00%. Interest on Eurodollar loans is payable at the end of each applicable interest period. Interest on base rate advances is payable
quarterly in arrears.

The Credit Facility contains certain affirmative covenants including, among other things, covenants to furnish the lenders with financial statements and
other financial information and to provide the lenders notice of material events and information regarding collateral. The Credit Facility also contains certain
negative covenants that, among other things, restrict Higher One, Inc.’s ability, subject to certain exceptions, to incur additional indebtedness, grant liens on its
assets, undergo fundamental changes, make investments, sell assets, make restricted payments, change the nature of its business and engage in transactions
with its affiliates.

In addition, the Credit Facility contains certain financial covenants that require we maintain a minimum EBITDA level measured on the prior four fiscal
quarters of $50 million, a funded debt to EBITDA ratio not to exceed 2.00 to 1.00 and a fixed charge coverage ratio of at least 1.25 to 1.00. We are in
compliance with all of the relevant covenants as of December 31, 2010.

Cash Flows
The following table presents information regarding our cash flows, cash and cash equivalents for the years ended December 31, 2008, 2009 and 2010:
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Year Ended

December 31,  
   2008   2009   2010  
   (in thousands)  
Net cash provided by (used for)     

Operating activities   $ 9,962   $20,656   $ 40,056  
Investing activities    (3,340)   (18,731)   (31,756) 
Financing activities    (14,889)   (74)   22,845  

Increase (decrease) in cash and cash equivalents   $ (8,267)  $ 1,851   $ 31,145  
Cash and cash equivalents, end of period   $ 1,488   $ 3,339   $ 34,484  

Operating Activities
The $19.4 million increase in net cash provided by operating activities for the year ended December 31, 2010 was primarily comprised of an increase of

$10.8 million in net income and an $8.6 million increase in adjustments to reconcile net income to net cash, including a $4.9 million increase in stock-based
sales acquisition expense and $4.3 million in depreciation and amortization. The increase in stock-based sales acquisition expense is due primarily to higher
average share price at the date of vesting.

The $10.7 million increase in net cash provided by operating activities from 2008 to 2009 was primarily comprised of an increase of $7.8 million in net
income, an increase of $1.5 million in depreciation and amortization, a decrease of $1.6 million in income receivable, an increase of $1.1 million in stock-
based customer acquisition expense and an increase of $0.9 million in stock-based compensation, which were partially offset by a deferred income tax benefit
of $0.8 million in 2009 compared to a deferred income tax expense of $1.8 million in 2008. The increase in depreciation and amortization was primarily
attributable to increased tangible and intangible asset purchases and increased deferred implementation costs; the decrease in income receivable was attributable
to an increase in our receipt of cash owed to us; the increase in stock-based customer acquisition expense was primarily attributable to increased vesting of
certain shares acquired by Kevin Jones in connection with our acquisition of EduCard in 2008; and the increase in stock-based compensation was primarily
attributable to an increase in the fair value of options granted and additional grants of options. The income tax benefit in 2009 was primarily the result of the
increased vesting of certain shares acquired by Kevin Jones described above.

Investing Activities

Net cash used for investing activities for 2010 primarily related to our investment in available for sale securities, the payment and deposit into escrow
related to our acquisition of IDC and our purchases of fixed assets. Net cash used for investing activities for 2009 primarily related to our acquisition of
CASHNet in November 2009, as well as our purchase of fixed assets, including computers, software and ATM equipment. Net cash used for investing
activities for 2008 primarily related to our acquisition of EduCard in June 2008, as well as our purchase of fixed assets, net of disposals, including
computers, software and ATM equipment.

We believe that our cash flow from operations together with our existing liquidity sources will be sufficient to fund our operations and anticipated capital
expenditures over at least the next 12 months.

Real Estate Development Project
As of December 31, 2010, we have incurred approximately $2.5 million on a project to develop two existing commercial buildings located in New

Haven, Connecticut into which we expect to move at the completion of the project in 2012. We anticipate making additional payments in 2011 and 2012 as
progress continues on the project. The project has a total estimated cost of approximately $47 million. Our net cost will be reduced by federal and state
subsidies and tax credits from various programs and entities described below. In connection with the project, we formed two new subsidiaries, Higher One
Real Estate, Inc., or Real Estate Inc., and Higher One Real Estate SP, LLC, or Real Estate LLC.

On November 9, 2010, Real Estate LLC entered into an agreement with Winchester Arms NH, LLC to develop the buildings.
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Real Estate LLC signed a construction contract with John Moriarty & Associates, or Moriarty, effective January 28, 2011, whereby Moriarty will be the
general contractor for the project.

On February 18, 2011, Real Estate LLC signed a land lease with Science Park Development Corporation, or SPDC, which owns the property on which
the two buildings reside, concerning the leasing, expansion and buyout of the land. The agreement provides for a long term lease of the land at a nominal cost
per year and includes a buyout option for a nominal amount after seven years.

We intend to fund this development project using existing cash and additional cash generated from operations.

A summary of the subsidies, grants and credits we expect to receive are as follows:
 

Name of program   

Estimated
amount  (in

millions)    Nature of the program   Status

State of Connecticut Department of Economic and
Community Development, or DECD, Urban and
Industrial Site Reinvestment Tax Credits   

$ 18.5  

  

State tax credits beginning in 2013 and
continuing through 2019

  

All necessary approvals have been obtained.

Federal Historic Preservation Tax Incentives
Program

  

$ 6.0  

  

Federal tax credit equal to 20% of qualified
rehabilitation expenditures related to the
project.   

All necessary approvals have been obtained,
we will be eligible to receive the credits when
the building is placed in service.

DECD Urban Act Grant
  

$ 3.5  
  

Grant that will reduce our real estate
development costs   

Grant will be voted on at a future meeting of
the State of Connecticut Bond Commission

DECD Environmental Remediation Grant
  

$ 2.0  
  

Grant that will reduce our net environmental
remediation costs   

Bond commission approval has been
obtained.

Connecticut Development Authority Sales and
Use Tax Relief Program

  

$ 1.0  

  

Provides relief of our obligation to pay
Connecticut sales and use tax on tangible
property acquired in connection with the
project up to $1.0 million   

All necessary approvals have been obtained.

Other contributions

  

$ 4.3  

  

Cash contributions from (i) SPDC upon our
completion of the project; (ii) prior building
owner to offset a portion our environmental
remediation costs; and (iii) SPDC based on
the value of state historic tax credits
awarded to SPDC.   

All necessary approvals have been obtained.

New Market Tax Credit

  

$ 2.0  

  

Federal credit program that permits
taxpayers to receive a credit against federal
income taxes for making qualified equity
investments in designated Community
Development Entities, or CDE.   

We are in the process of identifying a CDE
that we will partner with to obtain financing
for the project.

Many of these programs have criteria that we must meet in order to receive the subsidies, grants and credits and also criteria that we must meet on an
ongoing basis, such as a minimum employment threshold, in order to prevent forfeiture of the subsidies, grants and credits, and in some cases the imposition
of a penalty. Higher One Holdings, Inc. has provided a limited guaranty of Higher One, Inc.’s obligations with respect to the Urban and Industrial Site
Reinvestment Tax Credits described in the table above.

Financing Activities

The net cash provided by financing activities in 2010 was primarily related to proceeds received from our initial public offering, net of issuance costs,
of $37.2 million, a tax benefit related to options of $2.8 million and proceeds received from the exercise of stock options of $1.0 million. These were partially
offset by net payments of $18.0 million of debt under our Prior Credit Facility. Net cash used in financing activities for 2009 primarily related to repayments
under our Prior Credit Facility, partially offset by proceeds from the issuance of debt and from notes payable relating to borrowings under the Prior Credit
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Facility. Net cash used in financing activities for 2008 primarily related to the completion of our tender offer to purchase certain outstanding capital stock in
August 2008, which was partially offset by the proceeds from our sale of preferred stock in August 2008 and borrowings under our Prior Credit Facility.

Supplemental Non-GAAP Financial and Operating Information
 

   
Year Ended

December 31,  
   2008    2009    2010  
   (in thousands)  
Adjusted EBITDA(1)   $13,140    $30,516    $59,465  
Adjusted net income(2)   $ 7,725    $18,085    $ 34,418  

Number of students enrolled at OneDisburse  client higher education institutions at end of period    1,605     2,331     3,281  

Number of students enrolled at payment transaction client higher education institutions at end of
period    29     1,949     2,460  

Number of OneAccounts at end of period    554     1,004     1,618  

We define adjusted EBITDA as net income before interest, taxes and depreciation and amortization, or EBITDA, further adjusted to remove the effects of
stock-based customer acquisition expense related to our grants of common stock in connection with our acquisition of EduCard in 2008 and cash-based
customer acquisition expense related to the acquisition of IDC, stock-based compensation expense and a non-recurring milestone bonus paid to non-executive
employees in 2009 upon our reaching a particular long-term operational target. Neither EBITDA nor adjusted EBITDA should be considered as an alternative
to net income, operating income or any other measure of financial performance calculated and presented in accordance with GAAP. Our EBITDA and adjusted
EBITDA may not be comparable to similarly titled measures of other organizations because other organizations may not calculate EBITDA and adjusted
EBITDA in the same manner as we do. We prepare and present adjusted EBITDA to eliminate the effect of items that we do not consider indicative of our core
operating performance. You are encouraged to evaluate our adjustments and the reasons we consider them appropriate.

We believe adjusted EBITDA is useful to our board of directors, management and investors in evaluating our operating performance for the following reasons:
 

 

•  adjusted EBITDA is widely used by investors to measure a company’s operating performance without regard to certain items, such as interest
expense, income tax expense, depreciation and amortization, stock-based expenses and certain non-recurring items, that can vary substantially
from company to company and from period to period depending upon their financing and accounting methods, the book value of their assets,
their capital structures and the method by which their assets were acquired;

 

 •  securities analysts use adjusted EBITDA as a supplemental measure to evaluate the overall operating performance of companies;
 

 
•  because non-cash equity grants made at a certain price and point in time do not necessarily reflect how our business is performing at any

particular time, stock-based customer acquisition expense and stock-based compensation expense are not key measures of our core operating
performance;

 

 
•  because cash-based customer acquisition expense is a non-recurring item related to the acquisition of IDC and does not reflect how our business is

performing at any particular time, cash-based customer acquisition expense is therefore not key measure of our core operating performance; and
 

 
•  because the milestone bonus was a non-recurring expense that we recorded upon reaching a particular long-term operational target that we do not

expect to incur again in the near-term, the milestone bonus does not necessarily reflect how our business is
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 performing at any particular time and is therefore not a key measure of our core operating performance.
 
(1) The following table presents a reconciliation of net income, the most comparable GAAP measure, to EBITDA and adjusted EBITDA for each of the

periods indicated:
 

   
Year Ended

December 31,  
   2008   2009   2010  
      (in thousands)  
Net income   $ 6,378   $ 14,219   $ 25,059  
Interest income    (152)   (4)   (29) 
Interest expense    357    558    729  
Income tax expense    3,547    7,925    15,488  
Depreciation and amortization    1,452    2,969    7,292  
EBITDA    11,582    25,667    48,539  
Other income    (234)   (17)   —    
Warrant fair value adjustment    5 5    —      —    
Stock-based and other customer acquisition expense    1,239    2,385    8,013  
Stock-based compensation expense    498    1,387    2,913  
Milestone bonus    —      1,094    —    
Adjusted EBITDA   $ 13,140   $ 30,516   $59,465  

We define adjusted net income as net income, adjusted to eliminate (a) stock-based compensation expense related to incentive stock option grants and (b) after
giving effect to tax adjustments, stock-based compensation expense related to non-qualified stock option grants, stock-based customer acquisition expense
related to our grant of common stock in connection with our acquisition of EduCard in 2008, cash-based customer acquisition expense related to the
acquisition of IDC, a non-recurring milestone bonus paid to non-executive employees in 2009 upon our reaching a particular long-term operational target and
amortization expenses related to intangible assets and financing costs. Adjusted net income should not be considered as an alternative to net income, operating
income or any other measure of financial performance calculated and presented in accordance with GAAP. Our adjusted net income may not be comparable to
similarly titled measures of other organizations because other organizations may not calculate adjusted net income in the same manner as we do. We prepare
adjusted net income to eliminate the effect of items that we do not consider indicative of our core operating performance. You are encouraged to evaluate our
adjustments and the reasons we consider them appropriate.

We believe adjusted net income is useful to our board of directors, management and investors in evaluating our operating performance for the following
reasons:
 

 
•  because non-cash equity grants made at a certain price and point in time do not necessarily reflect how our business is performing at any

particular time, stock-based customer acquisition expense and stock-based compensation expense are not key measures of our core operating
performance;

 

 
•  because cash-based customer acquisition expense is a non-recurring item related to the acquisition of IDC and does not reflect how our business is

performing at any particular time, cash-based customer acquisition expense is therefore not key measure of our core operating performance;
 

 
•  because the milestone bonus was a non-recurring expense that we recorded upon reaching a particular long-term operational target that we do not

expect to incur again in the near-term, the milestone bonus does not necessarily reflect how our business is performing at any particular
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 time and is therefore not a key measure of our core operating performance; and
 

 
•  amortization expenses can vary substantially from company to company and from period to period depending upon their financing and

accounting methods, the fair value and average expected life of their acquired intangible assets, their capital structures and the method by which
their assets were acquired.

 
(2) The following table presents a reconciliation of net income, the most comparable GAAP measure, to adjusted net income for each of the periods

indicated:
 

   
Year Ended

December 31,  
   2008   2009   2010  
   (in thousands)  
Net income   $ 6,378   $14,219   $25,059  

Stock-based and other customer acquisition expense    1,239    2,385    8,013  
Stock-based compensation expense - ISO    312    610    1,526  
Stock-based compensation expense - NQO    186    777    1,387  

Milestone bonus expense    —      1,094    —    

Amortization of intangibles    153    710    3,070  

Amortization of finance costs    31    113    204  
Total pre-tax adjustments    1,921    5,689    14,200  
Tax rate    35.7%   35.9%   38.2% 

Tax adjustment(1)    574    1,823    4,841  
Adjusted net income   $7,725   $18,085   $ 34,418  

 
(1) We have tax effected all the pre-tax adjustments except for stock-based compensation expense for incentive stock options, which are generally not tax

deductible.

The adjusted EBITDA and adjusted net income measures presented in this annual report on Form 10-K may not be comparable to similarly titled measures
presented by other companies, and may not be identical to corresponding measures used in our various agreements, in particular our credit facility agreement.

Contractual Obligations

The following table summarizes our contractual obligations as of December 31, 2010 and the effect such obligations are expected to have on our liquidity
and cash flows in future periods.
 
   Payments Due by Period      

   Total    
Less Than

1 Year    
1 to 3
Years    

3 to 5
Years    

5+
Years    

All
Other  

   (in thousands)      

Operating lease obligations(1)   $ 1,600    $ 843    $ 366    $ 375    $ 16    $—    

Purchase obligations(2)    14,320     3,780     8,432     2,108     —       —    

Uncertain tax positions and related interest(3)    684     —       —       —       —       684  
Total contractual obligations   $16,604    $4,623    $8,798    $ 2,483    $ 16    $684  

 
(1) We lease certain property in New Haven, Connecticut and Oakland, California under non-cancelable
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 operating leases. The lease in New Haven is currently due to expire on July 31, 2011 and the lease in Oakland is due to expire on January 31, 2016.
(2) Purchase obligations include minimum amounts committed under contracts for services.
(3) We are unable to reasonably estimate the timing of such liability and interest payments in individual years beyond 12 months due to uncertainties in the

timing of the effective settlement of tax positions.

Off-Balance Sheet Arrangements

We are not a party to any off-balance sheet arrangements.

Recent Accounting Pronouncements

We review new accounting standards to determine the expected financial impact, if any, that the adoption of each such standard will have. As of the
filing of this report, there were no new accounting standards issued that we expect to have a material impact on our consolidated financial position, results of
operations or liquidity.

In October 2009, the FASB issued Accounting Standards Update, or ASU, No. 2009-13 “ Multiple-Deliverable Revenue Arrangements .” This ASU
establishes the accounting and reporting guidance for arrangements including multiple revenue-generating activities. This ASU provides amendments to the
criteria for separating deliverables, measuring and allocating arrangement consideration to one or more units of accounting. The amendments in this ASU also
establish a selling price hierarchy for determining the selling price of a deliverable. Significantly enhanced disclosures are also required to provide information
about a vendor’s multiple-deliverable revenue arrangements, including information about the nature and terms, significant deliverables and its performance
within arrangements. The amendments also required providing information about the significant judgments made and changes to those judgments and about
how the application of the relative selling-price method affects the timing or amount of revenue recognition. The amendments in this ASU are effective
prospectively for revenue arrangements entered into or materially modified in the fiscal years beginning on or after June 15, 2010. We will adopt this standard
on January 1, 2011 and do not expect the standard to have a material impact on our results of operations, cash flows or financial position.

In October 2009, the FASB issued ASU No. 2009-14, “Certain Revenue Arrangements That Include Software Elements.”  This ASU changes the
accounting model for revenue arrangements that include both tangible products and software elements that are “essential to the functionality,” and scopes these
products out of current software revenue guidance. The new guidance will include factors to help companies determine what software elements are considered
“essential to the functionality.” The amendments will now subject software-enabled products to other revenue guidance and disclosure requirements, such as
guidance surrounding revenue arrangements with multiple-deliverables. The amendments in this ASU are effective prospectively for revenue arrangements
entered into or materially modified in the fiscal years beginning on or after June 15, 2010. We will adopt this standard on January 1, 2011 and do not expect
the standard to have a material impact on our results of operations, cash flows or financial position.

In April 2010, the FASB issued ASU No. 2010-17, “Milestone Method of Revenue Recognition,”  which indicates the criteria that should be met for
determining whether the milestone method of revenue recognition is appropriate. Companies can recognize consideration that is contingent upon achievement of
a milestone in its entirety as revenue in the period in which the milestone is achieved only if the milestone meets all criteria to be considered substantive. This
ASU is effective for fiscal years beginning after June 15, 2010. We will adopt this standard on January 1, 2011 and do not expect the standard to have a
material impact on our results of operations, cash flows or financial position.
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Item 7A. Quantitative and Qualitative Disclosures About Market Risk
Our principal market risk relates to interest rate sensitivity, which is the risk that future changes in interest rates will reduce our net income or net

assets. Our Credit Facility accrues interest at a rate equal to a base rate or Eurodollar rate plus an applicable margin (depending on Higher One, Inc.’s funded
debt to EBITDA ratio). Based upon a sensitivity analysis at January 1, 2011, assuming average outstanding borrowings during the year ended December 31,
2011 of $10.0 million, a hypothetical 50 basis point increase in interest rates would result in an increase in interest expense of $0.05 million.

In addition, we receive processing fees paid from our bank partner, based on prevailing interest rates and the total deposits held in our OneAccounts.
Since 2008, fees paid by our bank partner have been relatively small because of depressed interest rates. A change in interest rates would affect the amount of
processing fees that we earn and therefore would have an effect on our revenue, cash flows and results of operations.
 
Item 8. Financial Statements and Supplementary Data

Information required by this item is contained in our consolidated financial statements, related footnotes and the report of PricewaterhouseCoopers LLP,
which information follows the signature page to this annual report and is incorporated herein by reference.
 
Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure

None.
 
Item 9A(T). Controls and Procedures

Disclosure Controls and Procedures
Our management, with the participation of our chief executive officer and chief financial officer, evaluated the effectiveness of our disclosure controls

and procedures as of December 31, 2010. The term “disclosure controls and procedures,” as defined in Rules 13a-15(e) and 15d-15(e) under the Exchange
Act, means controls and other procedures of a company that are designed to ensure that information required to be disclosed by a company in the reports that
it files or submits under the Exchange Act is recorded, processed, summarized and reported, within the time periods specified in the rules and forms of the
SEC. Disclosure controls and procedures include, without limitation, controls and procedures designed to ensure that information required to be disclosed by
a company in the reports that it files or submits under the Exchange Act is accumulated and communicated to the company’s management, including its
principal executive and principal financial officers, as appropriate to allow timely decisions regarding required disclosure. Management recognizes that any
controls and procedures, no matter how well designed and operated, can provide only reasonable assurance of achieving their objectives, and management
necessarily applies its judgment in evaluating the cost-benefit relationship of possible controls and procedures. Based on the evaluation of our disclosure
controls and procedures as of December 31, 2010, our chief executive officer and chief financial officer concluded that, as of such date, our disclosure
controls and procedures were effective at the reasonable assurance level.

Management Report on Internal Control Over Financial Reporting
This annual report does not include a report of management’s assessment regarding internal control over financial reporting or an attestation report of the

company’s registered public accounting firm due to a transition period established by rules of the SEC for newly public companies.

Changes in Internal Control Over Financial Reporting
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During the quarter ended December 31, 2010, we remediated our previously identified material weakness by, among other things, expanding our current
finance and accounting staff, formalizing our accounting policies and internal controls documentation and strengthening supervisory reviews by our
management. These changes have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting (as defined in
Rules 13a-15(f) and 15d-15(f) under the Exchange Act).
 
Item 9B. Other Information

None.

PART III
 
Item 10. Directors, Executive Officers and Corporate Governance

Executive Officers and Directors

The following table sets forth information about individuals who currently serve as our executive officers and/or directors.
 
Name   Age    Title

Dean Hatton    50    President, Chief Executive Officer and Director
Mark Volchek    33    Chairman of the Board of Directors and Chief Financial Officer
Miles Lasater    33    Chief Operations Officer and Director
Casey McGuane    36    Chief Service Officer
Robert Reach    54    Chief Sales Officer
Paul Biddelman    6 5    Director
David Cromwell    6 6    Director
Stewart Gross    51    Director
Shamez Kanji    44    Director
Patrick McFadden    73    Director
Charles Moran    5 6    Director

Set forth below is certain biographical information for each of these individuals.

Dean Hatton has been our president, chief executive officer and director since March 2002. From 2001 to 2002, Mr. Hatton was president and chief
executive officer of Yclip, Inc., a direct marketing
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promotion company that was sold to First Data Corporation. From 1999 to 2001, Mr. Hatton was executive vice president and chief operations officer of
Carlson Wagonlit Travel, a corporate travel and expense management company, and from 1997 to 1999, he was senior vice president at Citigroup, where he
was chief executive officer of Travelers Property Casualty Direct Response. Mr. Hatton is also a director of Higher One, Inc. Mr. Hatton holds a BA in
Economics from Franklin and Marshall College and a graduate degree in bank management from the Stonier Graduate School of Banking. As a result of his
service as our president and chief executive officer for over 8 years, we believe Mr. Hatton provides the board with a deep understanding of all aspects of our
business, and therefore should serve on our board.

Mark Volchek is one of our founders and has been our chairman and chief financial officer since 2000 and 2002, respectively. From 2000 to 2002,
Mr. Volchek was our chief executive officer. Prior to founding Higher One, Mr. Volchek worked at College Pro, where he most recently held the position of
general manager. Mr. Volchek is also a director of innRoad, Inc. He is a founding officer of the Yale Entrepreneurial Society, a not-for-profit organization that
promotes entrepreneurship among Yale students, faculty and alumni and served on its board from 1999 to 2010. Since 2007, Mr. Volchek has been the
chairman of the board of the Tweed New Haven Airport Authority. Other past civic roles have included positions on the New Haven Economic Development
Commission and the Regional Growth Partnership strategic planning committee. Mr. Volchek holds a BA and an MA in economics from Yale University. We
believe that Mr. Volchek, having served as our chief executive officer and then chief financial officer over the course of the last 10 years, brings institutional
knowledge to the board, especially in regard to our finances, and therefore should serve on our board.

Miles Lasater is one of our founders and has been our chief operations officer since 2000. Prior to founding Higher One, Mr. Lasater was a member of
the invention team at Walker Digital, where he worked on intellectual property for companies such as Priceline and Retail DNA. Mr. Lasater serves on the
board of Yale New Haven Hospital. Mr. Lasater has been a board member of the New Haven Port Authority, Chairman of SeeClickFix, a software-as-a-service
company that provides a platform for governments and citizens to interact, and a member of Yale University’s Advisory Committee on Investor
Responsibility. Mr. Lasater has been a founding officer and board member of both the Yale Entrepreneurial Society and the Yale Entrepreneurial Institute since
1999 and 2008, respectively. Both are organizations at Yale University that promote entrepreneurship among Yale students, faculty and alumni. Mr. Lasater
holds a BA in computer science from Yale University. Having served as our chief operations officer over the past 10 years, Mr. Lasater is involved with every
aspect of our business, including our marketing strategies and operations, and therefore we believe should serve on our board.

Casey McGuane has been our chief service officer since January 2009. From 2005 to 2008, Mr. McGuane was our senior vice president of client
operations and, from 2000 to 2005, he was our vice president of client operations. Prior to joining Higher One in 2000, Mr. McGuane was a business manager
for SPS, Inc., where he managed sales and operations in his region for commercial contracting projects. Since July 2009, Mr. McGuane has served as a
member of the board of the Connecticut Association of Human Services, a not-for-profit organization in Hartford, Connecticut. Mr. McGuane holds a BA in
psychology from the University of Rhode Island.

Robert Reach has been our chief sales officer since 2009 and our vice president of sales from 2004 to 2009. From 1985 to 1990, Mr. Reach was the
branch manager and national sales manager in the Financial Services Group for CompuServe and, from 1990 to 1995, he was the national sales manager in
Lotus Development Corporations’ One Source division. He also served as the vice president of sales for Metatec Corporation from 1995 to 1997.
Additionally, from 2000 to 2001, Mr. Reach served as director of partner relations for HNC Software, an industry leader in credit card fraud prevention and
analytic software. Mr. Reach holds a BA in English from Franklin and Marshall College.

Paul Biddelman has been a director of Higher One since 2002. Mr. Biddelman has been president of Hanseatic Corporation, a private investment
company and the manager of our investor, Hanseatic Americas LDC, since 1997, where he has primary investment responsibilities. He is also a director of
SystemOne Technologies, Inc. Mr. Biddelman served as a director of Celadon Group, Inc. from 1992 to 2006, Insituform Technologies, Inc. from 1988 to
2005, Six Flags, Inc. from
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1992 to 2006, Star Gas LP from 1999 to 2006, ApplyYourself, Inc. from 2001 to 2007, DocuSys, Inc. from 2001 to 2009 and Passlogix, Inc. from 2000 to
2009. Mr. Biddelman is also currently the chairman of the Lehigh University College of Arts & Sciences Dean’s Advisory Board. Mr. Biddelman holds a BS
from Lehigh University, a JD from Columbia Law School and an MBA from Harvard Business School. We believe that Mr. Biddelman’s service on the
boards of numerous public companies has provided him with valuable experience and insight into the issues faced by such companies which, together with
the deep knowledge of our company derived from his long-standing relationship with us, leads us to believe he should serve on our board.

David Cromwell has been a director of Higher One since 2001. Mr. Cromwell has been an adjunct professor of entrepreneurship at the Yale School of
Management since 1996. Prior to that, he worked for 30 years in various positions at JPMorgan & Company in New York and London. From 2000 to 2009,
Mr. Cromwell was chairman of the board and co-founder of CE University, Inc., an online provider of continuing education for insurance professionals. He
helped found and serves as a faculty advisor to one of our early investors, Sachem Ventures, a student-run venture capital fund at the Yale School of
Management. Mr. Cromwell has served as an advisor to numerous venture-backed and growth companies in Connecticut. Mr. Cromwell holds a BA in
Economics from Ohio Wesleyan University and an MBA from New York University, Stern School of Business. We believe that Mr. Cromwell should serve
on our board as he brings to it substantial experience as an advisor to high-growth companies such as ours.

Stewart Gross has been a director of Higher One since 2008. Mr. Gross is a managing director and member of the investment committee of one of our
investors, Lightyear Capital, a private equity firm. Prior to joining Lightyear Capital in 2005, Mr. Gross spent 17 years at Warburg Pincus, where he was a
managing director and member of the executive management group. Mr. Gross is currently a director of Flagstone Reinsurance Holdings Limited, Antares
Holdings Limited, Cetera Financial Group and Argus Software, Inc., a trustee of Boys & Girls Harbor and the chairman of Civic Capital Corporation, an
affiliate of the NYC Investment Fund. He was previously a trustee of the Mt. Sinai Children’s Center Foundation. Mr. Gross holds an AB in Government from
Harvard University and an MBA from Columbia Business School. The knowledge and skills Mr. Gross has acquired as an investor in, and director of,
public and private companies focused on financial services and financial technology makes him a valuable source with respect to regulatory and other issues
specific to such companies, leading us to conclude that he should serve on our board.

Shamez Kanji has been a director of Higher One since 2003. Since 2000, Mr. Kanji has been a general partner of one of our investors, North Hill
Ventures, a venture capital fund. He is currently a director of Metatomix, Inc., Interactions Corporation and the Doug Flutie Jr. Foundation for Autism. From
2004 to 2006, Mr. Kanji served as a director of eCredit, Inc. Mr. Kanji holds a BA in Social Studies from Harvard University and an MBA from Harvard
Business School. We believe Mr. Kanji should serve on our board because of his substantial experience as an investor and director in financial services and
financial technology companies such as ours and skill in evaluating financial results.

Patrick McFadden has been a director of Higher One since 2008. From 1987 to 2010, Mr. McFadden was the non-executive chairman and director of
UIL Holdings Corporation and the United Illuminating Company, a regional utility company. Mr. McFadden has also been a director of Godspeed Opera in
Haddam, Connecticut since 2007 and a director and the vice-chairman of the Yale-New Haven Health Services Corporation since 1984. Previously,
Mr. McFadden served as a director of Citizen’s Bank of Connecticut in New Haven and the South Central Connecticut Regional Water Authority.
Mr. McFadden has also held executive positions at the Bank of New Haven, which was sold to Citizens Bank of Connecticut, the Connecticut National Bank
and First National Bank. Mr. McFadden holds a BS in management from the University of Notre Dame and a graduate degree from the Stonier Graduate
School of Banking. We believe that Mr. McFadden should serve on our board due to the experience in executive management, corporate governance and risk
management he has acquired through his service as an executive at numerous financial institutions and as the chairman of a public company.
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Charles Moran has been a director of Higher One since 2009. Mr. Moran is the founder of SkillSoft PLC where since 1998 he has held various
positions, including member of the board of directors, president, chief executive officer and, since November 2006, chairman of the board. SkillSoft PLC is a
leading software-as-a-service provider of on demand e-learning and performance solutions for global enterprises, government, educational institutions and
small-to-medium size businesses. Mr. Moran holds a BS in General Management from Boston College and an MBA from Suffolk University. We believe
Mr. Moran is qualified to serve on our board because the skills and experience he has gained in his role as chairman and chief executive officer of a leading
technology company that was formerly publicly traded.

Section 16(a) Beneficial Ownership Reporting Compliance

Section 16(a) of the Exchange Act requires our directors, executive officers and persons who beneficially own more than 10% of our common stock, to
file initial reports of beneficial ownership of our stock and reports of changes in beneficial ownership of our stock with the SEC. Executive officers, directors
and greater than 10% beneficial owners are required by the SEC to furnish us with copies of all Section 16(a) forms they file.

To our knowledge, based solely upon a review of the copies of such forms furnished to us and written representations from our directors and executive
officers, we believe that during the year ended December 31, 2010 all Section 16(a) filing requirements applicable to our directors, executive officers and
greater than ten percent beneficial owners were complied with on a timely basis.

Code of Ethics

We have adopted a written code of ethics, which we refer to as our Code of Business Conduct, that applies to directors, executive officers and all
employees of the Company, including our principal executive officer and principal financial officer. The Code of Business Conduct is posted on our website at
http://ir.higherone.com/phoenix.zhtml?c=235726&p=irol-govhighlights . Any updates or amendments to the Code of Business Conduct, and any waiver that
applies to a director or executive officer, will also be posted on the website.

Audit Committee

Our board of directors has established a standing audit committee, which consists of Messrs. McFadden (chair), Biddelman and Kanji, and assists our
board in overseeing the preparation of our financial statements, the independent registered public accounting firm’s qualifications and independence, the
performance of our internal audit function and independent registered public accounting firm and our compliance with legal and regulatory requirements.
Mr. McFadden qualifies as an “audit committee financial expert” as such term is defined in the regulations under the Exchange Act. All of the members of the
audit committee are independent, as determined in accordance with the rules of the NYSE and any relevant federal securities laws and regulations.
 
Item 11. Executive Compensation

Compensation Discussion and Analysis

The purpose of this compensation discussion and analysis section is to provide information about the material elements of compensation that are paid,
awarded to, or earned by our “named executive officers,” who consist of our principal executive officer, our principal financial officer, and the three other
most highly compensated executive officers. For fiscal year 2010, our named executive officers were:
 

 •  Dean Hatton, President and Chief Executive Officer
 

 •  Mark Volchek, Chief Financial Officer
 

 •  Miles Lasater, Chief Operations Officer
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 •  Casey McGuane, Chief Service Officer
 

 •  Robert Reach, Chief Sales Officer

Compensation Philosophy and Objectives

Our compensation philosophy, objectives and structures have been very much informed by the history of our Company. Messrs. Volchek and Lasater
are founders of the Company and Mr. Hatton has been with the Company as president and chief executive officer since 2002. Our compensation program
reflects the fact that our executive officers have long operated as a team with the shared goal of strengthening and expanding the Company. It has also reflected
the fact that our executive officers have been deeply involved in all aspects of our business and work together with the Company’s employees at every level.
Historically, our compensation philosophy has been to provide a base salary that was competitive among comparable venture-backed companies but to focus
primarily on rewarding positive performance that encouraged our executive officers to grow the Company. As a result, our executive compensation program
emphasized incentive compensation over guaranteed base salaries. We have offered a mix of short-term and long-term incentives consisting of cash bonuses
and stock options (and in 2009, restricted stock) respectively, in order to motivate achievement of the Company’s annual business plan and creation of long-
term stockholder value. Our executives have historically shared an annual cash bonus pool based on Company performance. They have also received equity
awards along with substantially all other employees. Our executive officers have received no benefits or perquisites in addition to those offered to all employees
of the Company.

We believe that our compensation program should remain focused on the essentials necessary to retain and reward our experienced executives and to
attract others to the Company as needed. However, while our basic philosophy and objectives remain unchanged, we recognize that we are now at a different
stage in our Company’s development and in a different market for executive talent. As a result, as described further below, in 2010 we re-evaluated our
executive compensation program and decided to adjust the balance between its component parts.

Role of the Compensation Committee

The compensation committee has the responsibility of evaluating, reviewing and approving the compensation plans, policies and programs of the
Company, and ensuring that such plans, policies and programs provide appropriate incentives to recruit, motivate and retain employees.

The compensation committee has meets at least one time per year, normally in December but most recently in January 2011, in order to review the
compensation from the prior year and set its compensation policy for the coming year. During that meeting, the compensation committee has historically
reviewed and approved (or recommended for approval by the board) the compensation of executive officers, including base salary, annual incentive bonus and
equity compensation.

At its annual meeting, the committee has conferred with our chief executive officer to establish annual goals for him and the other executive officers. The
chief executive officer discusses the specific accomplishments of the management team during the prior year, as well as the team’s business development plans
for the upcoming year, which the committee uses to help it set the annual targets for the executive officers’ bonus opportunities. The chief executive officer also
provides relevant information to the committee regarding specific challenges or opportunities facing the management team in the upcoming year, such as
changes in the Company’s business development plan, anticipated hiring of new employees and retention of current employees, and exploration of new
avenues of business growth. The committee also meets in executive session without the presence of executive officers in order to evaluate the officers’
performance with respect to the goals set by the committee, market compensation data, and our performance and shareholder return during the year.

In preparation for the initial public offering, the compensation committee engaged Steven Hall & Partners as its independent compensation consultant in
January 2010. Steven Hall & Partners assisted
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the committee in examining our compensation levels and structures in the context of other similar public companies and in designing programs that will
properly compensate and motivate the executive team in light of the Company’s changed circumstances. Before engaging Steven Hall & Partners, the committee
did not consult a compensation consultant when determining compensation for our executive officers.

Steven Hall & Partners does not have any relationship or arrangement with the Company other than its engagement as a consultant to the compensation
committee.

Compensation Benchmarking and Peer Group

One basis for determining the structure of the Company’s compensation program and establishing target compensation levels for the Company’s named
executive officers prior to our initial public offering was the analysis of compensation packages offered to similarly situated executive officers of publicly-held
peer group companies. As part of its engagement in 2010, the compensation committee directed Steven Hall & Partners to develop a comparative group of
companies and to perform analyses of executive compensation levels and designs in that group. The comparative information provided by Steven Hall &
Partners was obtained from publicly filed reports of each company in the comparative peer group, as well as from nationally recognized compensation
surveys.

Steven Hall & Partners identified business services, financial transaction and/or technology companies with total revenues within a range of 50% to
400% of the Company’s projected revenues for 2010 and then narrowed the group down based upon business description. The list was further refined through
a review of 1-year revenue growth, 3-year revenue growth, adjusted EBITDA, net income and market cap with the final group’s average figures approximately
57%, 63%, 110%, 37% and 82% of the Company’s projected 2010 figures, respectively. The peer group identified in the report created by Steven Hall &
Partners consisted of the following companies:
 
•    ACI Worldwide   •    Bottomline Technologies, Inc.   •    Online Resources Corporation

•    ArcSight, Inc   •    Concur Technologies, Inc.   •    Riskmetrics Group Inc.

•    athenahealth, Inc.   •    CyberSource Corporation   •    SolarWinds, Inc.

•    Blackbaud, Inc.   •    Ebix, Inc.   •    Wright Express Corporation

•    Blackboard Inc.   •    NetSuite Inc.   

Steven Hall & Partners ultimately developed recommendations for 2010 compensation that were presented to the compensation committee for its
consideration, as discussed below.

Elements of Compensation

Our executive compensation program for 2010, as set by the compensation committee consisted of the following components:
 

 •  Base salary;
 

 •  Annual cash incentive awards linked to Company performance;
 

 •  Periodic grants of long-term equity-based compensation, such as stock options and restricted stock; and
 

 •  Company-wide employee welfare and retirement benefits.
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Base Salary
We pay an annual base salary to our executive officers in order to provide them with a fixed rate of cash compensation during the year. The

compensation committee historically has conducted an annual review of each executive officer’s salary, and considered whether the amount of that salary is
appropriate. In making this determination, the committee has taken into consideration the salary paid at other similar companies, based on the committee
members’ collective experience with companies in similar stages of development and certain surveys brought to the committee’s attention by its members, but
has not relied upon any formal benchmarking process. The committee also has considered the executive’s responsibilities, prior performance and other
discretionary factors, such as the executive’s business planning and development, identification of areas for Company growth, management style and
effectiveness, ability to motivate and set appropriate goals for the Company’s workforce, ability to cultivate and retain a productive workforce, and ability to
work effectively with outside professionals and consultants.

Steven Hall & Partners’ peer group data indicated that the overall cash and equity compensation paid to our named executive officers was, on average,
less than that paid by the peer group companies, and our named executive officers received a much lower percentage of their total compensation as base salary.
For fiscal year 2009, our named executive officers’ base salaries compared to executives in our peer group in the same or similar position was as follows:
Mr. Hatton’s salary was 18% below median; Mr. Volchek’s salary was 49% below median; Mr. Lasater’s salary was 49% below median; Mr. McGuane’s
salary was 15% below median; and Mr. Reach’s salary was 29% below median. In order to offer a mix of compensation that is more in line with market
practice in our peer group, the compensation committee approved increases in base salary for each of our named executive officers for fiscal year 2010.
Mr. Hatton’s salary increased from $285,000 to $375,000; Mr. Volchek’s salary increased from $175,000 to $275,000; Mr. Lasater’s salary increased from
$175,000 to $275,000; Mr. McGuane’s salary increased from $165,000 to $200,000; Mr. Reach’s salary increased from $155,000 to $200,000. The
increased salary levels of Messrs. Hatton, Volchek and Lasater in the aggregate are at the median of the peer group. We believe that this combined analysis
reflects the team attitude of our top executives and the fact that Messrs. Volchek and Lasater have responsibilities that exceed peer group executives holding the
same titles because, as discussed above, many of the responsibilities and duties traditionally carried out by a chief executive officer are shared among Messrs.
Hatton, Volchek and Lasater. As two of the original founders of the Company, Messrs. Volchek and Lasater are involved in all of the Company’s key
decisions, and Messrs. Hatton, Volchek and Lasater typically work together in developing the Company’s business plan, strategy and goals. Additionally,
Mr. Volchek serves as chairman of the board.

Annual Bonus
We pay our executive officers an annual bonus as an incentive to achieve the short-term goals of the Company as reflected in its annual business plan.

All of our named executive officers are eligible to receive an annual cash bonus based on the achievement of certain pre-determined targets set by the
compensation committee at its annual meeting. The compensation committee establishes the aggregate amount of the target bonus pool, which is shared among
the executive officers at percentages also pre-determined by the compensation committee.

At its meetings on February 9, 2010 and February 22, 2010, the compensation committee determined that the target bonus pool for 2010 would be
established at $1,075,000 which is equal to the sum of 100% of the base salaries of Messrs. Hatton, Volchek and Lasater, 60% of the base salary of
Mr. McGuane, and 15% of the base salary of Mr. Reach. The maximum bonus pool which may be earned is $2,150,000. The measures, targets and
weightings were set as follows: revenues (25%), adjusted EBITDA (50%), and management objectives (25%). The 2010 management objectives include
(i) maintaining or improving our employee survey scores and keeping employee (other than customer service representatives) turnover below 10%, (ii) client
retention, including maintaining a retention rate of 98% or higher, (iii) promoting efficient growth based on cost management and establishing efficiency
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initiatives, (iv) expanding product opportunities through internal development or acquisition, (v) completion of our initial public offering and (vi) establishing
a robust investor relations program.

For each performance measure, if actual performance does not meet the threshold for such performance measure, no amount will be earned in respect of
such measure. To the extent actual performance exceeds the threshold, the portion of the target bonus pool attributable to such performance measure (based
upon the weighting given to such measure) will be determined by extrapolation between threshold and target levels and target and maximum levels, respectively.
The final bonus pool and individual bonuses are subject to adjustment at the discretion of the compensation committee.

The compensation committee determined that the 2010 bonus pool would be shared in the following percentages:
 

Dean Hatton    35% 
Mark Volchek    25% 
Miles Lasater    25% 
Casey McGuane    12% 
Robert Reach    3% 

With respect to Mr. Reach, in 2010, we have two sales commission plans, the Higher One, Inc. Sales Commission Plan 2010 and the Higher One
CASHNet Suite 2010 Business Development Commission Plan. Under the Higher One, Inc. Sales Commission Plan 2010 commissions may be earned for
contributing materially to the sale of CASHNet modules to a school that is not already a CASHNet customer. Under the Higher One CASHNet Suite 2010
Business Development Commission Plan, commissions may be earned for: (i) subscription and deployment of CASHNet suite contracts and (ii) new
OneDisburse  contracts, based on the number of undergraduate students in attendance at the institution.

The compensation committee, during its meeting on January 11, 2011, recommended that the 2010 bonus pool be awarded at $2,084,305, slightly less
than the maximum pool under the criteria established and based on achieving all management objectives, exceeding the adjusted EBITDA maximum target and
falling slightly short of the revenue maximum target.

The Company adopted a new annual incentive plan, the Short Term Incentive Plan, on March 26, 2010 for its executive officers. The Short Term
Incentive Plan is intended to provide for payments of executive compensation that qualify as performance-based compensation under Section 162(m). If the
plan qualifies under Section 162(m), amounts paid to named executive officers would be deductible by us, even if those amounts exceed the $1 million limit
imposed on deductible compensation under Section 162(m). To qualify under Section 162(m), the material terms of the plan and the performance formula
must be disclosed to, and approved by, stockholders. Bonuses will be granted under the Short Term Incentive Plan commencing in fiscal year 2011.
Currently the compensation committee envisions operating the Short Term Incentive Plan consistent with historical bonus practices for our named executive
officers.

Equity-Based Compensation
Our compensation committee believes that equity-based compensation is an important component of our executive compensation program, and that

providing equity-based awards to our named executive officers aligns the incentives of our executives with the long-term interests of our shareholders and with
our long-term corporate success and provides our executives with a powerful retention incentive.

Generally, each executive officer has received a stock option grant when he or she joined the Company, and has then received periodic awards thereafter
in the discretion of the compensation committee and board, although the timing of these awards was not made according to an established policy. Until 2010,
awards were made under the 2000 Stock Option Plan with varying vesting schedules ranging from one to five years, as set out in the respective stock option
agreements. Stock option grants
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have typically been split between incentive stock options (within the meaning of Section 422 of the Code) and nonqualified stock options.

The 2000 Stock Option Plan terminated by its terms in April 2010. The Company adopted the 2010 Equity Incentive Plan on March 26, 2010. The
aggregate number of shares available under the 2010 Equity Incentive Plan is 4,860,000 shares. The 2010 Equity Incentive Plan provides for grants of stock
options, stock appreciation rights, restricted stock, restricted stock units and other stock-based awards. Directors, officers and other employees of the
Company and its subsidiaries and affiliates, as well as their independent contractors, will be eligible for grants under the 2010 Equity Incentive Plan. The
purpose of the 2010 Equity Incentive Plan is to provide incentives and rewards that will encourage officers, directors, employees and independent contractors
to continue in the service of the Company by providing them with a proprietary interest in pursuing the long-term growth, profitability and financial success
of the Company.

No grants of stock options were made to our named executive officers in 2010 due to the large grants made to executive officers and other employees in
2008 in connection with the Company’s recapitalization. In February 2011, the compensation committee granted stock options under the 2010 Equity Incentive
Plan to our named executive officers. Messrs. Hatton, Volchek and Lasater each received 50,000 stock options and Messrs. McGuane and Reach each received
25,000 stock options. The stock options awarded in February 2011 have an exercise price of $18.05, vest over five years beginning on the first anniversary
of the grant date and have a term of ten years.

Employee Welfare and Retirement Benefits.
We provide the following benefits to our executive officers on the same basis as all other eligible employees of the Company:

 

 •  Health insurance;
 

 •  Vacation, personal holiday and sick days;
 

 •  Life insurance;
 

 •  Short-term and long-term disability insurance; and
 

 •  401(k) plan with Company matching contributions of 4%.

We believe these benefits are generally consistent with those offered by our peer group companies.

Policy on Code Section 162(m)
As a private company, prior to the consummation of our initial public offering we were not subject to the limits on deductibility of compensation set

forth in Section 162(m) of the Code. Section 162(m) denies publicly-held companies a tax deduction for annual compensation in excess of $1 million paid to
their chief executive officer or any of their three other most highly compensated executive officers (other than the chief financial officer) employed on the last
day of a given year, unless their compensation is based on qualified performance criteria. Subject to certain transition rules that apply to companies that first
become publicly held in connection with an initial public offering, to qualify for deductibility, these criteria must be established by a committee of independent
directors and approved, as to their material terms, by that company’s stockholders. In future years, we intend to structure our bonus and equity-based
incentive programs so that they qualify as performance-based compensation under Section 162(m). However, our compensation committee may approve
compensation or changes to plans, programs or awards that may cause the compensation or awards not to comply with Section 162(m) if it determines that
such action is appropriate and in our best interests.

Summary Compensation Table
The following table sets forth the compensation paid to or earned during the fiscal years ended December 31, 2010 and 2009, by (i) our principal

executive officer, (ii) our principal financial officer, and
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(iii) our three other most highly compensated executive officers who were serving as executive officers (collectively, the named executive officers or NEOs):
 

Name and Principal Position   Year    
Salary

($)   
Bonus

($)    
Stock

Awards  ($)(1)   

Option
Awards

($)    

Non-Equity
Incentive 

Plan
Compensation ($)(2)   

All Other
Compensation

($)(3)    
Total 

($)  

Dean Hatton
President and Chief Executive Officer

   2010     375,000    —       —       —       729,507     9,800     1,114,307  
   2009     285,000    —       163,847     —       548,100     9,800     1,006,747  

Mark Volchek
Chief Financial Officer

   2010     275,000    —       —       —       521,076     9,800     805,876  
   2009     175,000    —       117,029     —       391,500     9,800     693,329  

Miles Lasater
Chief Operations Officer

   2010     275,000    —       —       —       521,076     9,800     805,876  
   2009     175,000    —       117,029     —       391,500     9,800     693,329  

Casey McGuane
Chief Service Officer

   2010     200,000    —       —       —       250,117     9,800     459,917  
   2009     165,000    —       56,182     —       187,920     9,800     418,902  

Robert Reach
Chief Sales Officer

   2010     470,842(4)   —       —       —       62,529     9,800     543,171  
   2009     301,876(4)   —       14,029     —       46,980     9,800     372,685  

 
(1) The amounts in this column reflect the aggregate grant date fair value, computed in accordance with FASB ASC Topic 718, of restricted stock awards

granted to our named executive officers. For a description of the assumptions used in determining grant date fair value, see Note 2 to our consolidated
financial statements.

(2) The amounts in this column reflect annual cash bonuses earned by our named executive officers as described in the section “Elements of Compensation
—Annual Bonus” above.

(3) The amount shown for each named executive officer represents Company matching contributions under our 401(k) plan.
(4) The amount shown for Mr. Reach includes base salary of $155,000 and $200,000 and sales commissions of $146,876 and $270,842 for 2009 and

2010, respectively.

Grants of Plan-Based Awards in Fiscal Year 2010

The following table sets forth, for each of the named executive officers, awards granted during fiscal 2010 under our annual cash bonus program.
 

Name
  

Estimated Future Payouts Under
Non-Equity Incentive Plan Awards  

  Threshold($)   Target($)    Maximum ($) 

Dean Hatton    94,063     376,250     752,500  

Mark Volchek    67,188     268,750     537,500  

Miles Lasater    67,188     268,750     537,500  
 

67



Table of Contents

Name
  

Estimated Future Payouts Under
Non-Equity Incentive Plan Awards  

  Threshold($)   Target($)    Maximum ($) 

Casey McGuane    32,250     129,000     258,000  

Rob Reach    8,063     32,250     64,500  

Outstanding Equity Awards at Fiscal Year End 2010

The following table sets forth, for each of the named executive officers, the equity awards outstanding as of the end of fiscal 2010.
 
       Option Awards    Stock Awards  

Name   Grant Date    

Number of
Securities

Underlying
Unexercised
Options (#)
Exercisable    

Number of
Securities

Underlying
Unexercised
Options (#)

Unexercisable  

Option
Exercise
Price ($)    

Expiration
Date    

Number of
Shares or
Units of

Stock that
Have Not
Vested (#)   

Market Value of
Shares of Units

of Stock that
Have Not

Vested ($) (3)  
Dean Hatton    3/26/2002     984,340     —      0.20     3/25/2012     

   3/3/2004     75,000     —      0.29     3/2/2014     
   1/17/2006     180,000     —      0.67     1/16/2016     
   1/23/2007     75,000     —      1.34     1/22/2017     
   12/7/2007     75,000     —      2.67     12/6/2017     
   9/25/2008     210,937     164,063(1)   4.59     9/24/2018     
   12/4/2009            11,379(4)   230,197  

Mark Volchek    3/3/2004     75,000     —      0.29     3/2/2014     
   1/17/2006     75,000     —      0.67     1/16/2016     
   1/23/2007     75,000     —      1.34     1/22/2017     
   12/7/2007     75,000     —      2.67     12/6/2017     
   9/25/2008     210,937     164,063(1)   4.59     9/24/2018     
   12/4/2009            8,127(4)   164,409  

Miles Lasater    3/3/2004     75,000     —      0.29     3/2/2014     
   1/17/2006     75,000     —      0.67     1/16/2016     
   1/23/2007     75,000     —      1.34     1/22/2017     
   12/7/2007     75,000     —      2.67     12/6/2017     
   9/25/2008     210,937     164,063(1)   4.59     9/24/2018     
   12/4/2009            8,127(4)   164,409  

Casey McGuane    9/12/2002     210,124     —      0.20     9/11/2012     
   2/10/2005     150,000     —      0.50     2/9/2015     
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   12/7/2007     54,000     36,000(2)   2.67     12/6/2017     
   9/25/2008     42,187     32,813(1)   4.59     9/24/2018     
   12/4/2009            3,903(4)   78,958  

Rob Reach    10/12/2004     78,926     —      0.32     10/11/2014     
   12/7/2007     45,000     30,000(2)   2.67     12/6/2017     
   9/25/2008     42,187     32,813(1)   4.59     9/24/2018     
   12/4/2009            975(3)   19,724  

 
(1) This award vests at a rate of 25% on the first anniversary of the grant date, and in thirty-six equal monthly installments over the following three years.
(2) This award vests over five years in sixty equal monthly installments commencing on the grant date.
(3) The amounts in this column represent the number of unvested restricted shares outstanding for the named executive officers at fiscal year-end multiplied

by the stock price of $20.23 (closing price for a share of our common stock on December 31, 2010).
(4) This award vests over four years in four equal installments commencing on the first anniversary of the grant date.

For a description of the treatment of outstanding equity awards upon the executive officer’s termination of employment or a change in control of the
Company, please see “Part III. Item 10. Directors, Executive Officers and Corporate Governance—Potential Payments Upon Termination or Change in
Control.”

Options Exercised and Stock Vested

The following table shows exercises of stock options and restricted stock vesting for the year ended December 31, 2010, for each of the executive officers
named in the Summary Compensation Table.
 

   Option Awards    Stock Awards  

Name   

Number of
Shares

Acquired on
Exercise (#)    

Value
Realized on

Exercise
($)(1)    

Number of
Shares  Acquired

on Vesting (#)    
Value Realized

on Vesting  ($)(2) 

Dean Hatton    532,760     5,731,050     3,792     78,987  

Mark Volchek    —       —       2,709     56,428  

Miles Lasater    —       —       2,709     56,428  

Casey McGuane    56,126     617,616     1,299     27,058  

Rob Reach    26,074     282,642     324     6,749  
 
(1) Amounts reflect the difference between the exercise price of the stock options and the market price of our common stock at the time of exercise.
(2) Amounts reflect the market value of our common stock on the day on which the restricted stock vested.
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Potential Payments Upon Termination or Change in Control

Our named executive officers are not entitled to any severance payments upon termination of their employment or in connection with a change of control
of the Company. Other than as discussed below, under the 2000 Stock Option Plan, upon a termination of employment, all unvested equity awards (and
awards where all restrictions have not lapsed) terminate and vested stock options may continue to be exercised within a three-month period (extended to a
twelve-month period if terminated due to a “disability” within the meaning of Section 22(e)(3) of the Code or death).

Under the 2000 Stock Option Plan, if in connection with or following a “Change-in-Control” (as defined below), a named executive officer’s employment
is terminated by the Company for any reason other than “Cause” (as defined below) or he terminates his employment for “Good Reason” (as defined below),
any unvested stock options or shares of restricted stock held by such named executive officer shall vest immediately and be exercisable or transferable,
respectively, in accordance with the terms of the 2000 Stock Option Plan. The table below provides an estimate of the value of such accelerated vesting of
unvested awards assuming that a Change-in-Control and a qualifying termination of employment occurred on December 31, 2010 and assuming a stock price
of $20.23 per share, the closing price of a share of our common stock, on such date. However, the executives’ employment was not terminated on
December 31, 2010 under such agreement and a change in control did not occur on that date. There can be no assurance that a termination of employment, a
change in control or both would produce the same or similar results as those set forth below if either or both of them occur on any other date or at any other
price, or if any other assumption used in calculating the benefits set forth below is not correct in fact.
 

Name   

Value of Accelerated
Stock Option
Vesting ($)(1)    

Value of  Accelerated
Restricted

Stock Vesting ($)(2)    Total Benefits ($)  

Dean Hatton    2,565,945     230,197     2,796,142  

Mark Volchek    2,565,945     164,409     2,730,354  

Miles Lasater    2,565,945     164,409     2,730,354  

Casey McGuane    1,145,355     78,958     1,224,313  

Robert Reach    1,039,995     19,724     1,059,719  
 
(1) The amounts in this column represent for each named executive officer the intrinsic value of the stock options subject to accelerated vesting calculated as

the excess of $20.23 per share subject to each outstanding stock option over the applicable per share exercise price set forth in the Outstanding Equity
Awards at Fiscal Year End 2010 Table above.

(2) The amounts in this column represent for each named executive officer the value of the restricted stock subject to accelerated vesting calculated by
multiplying the number of unvested shares of restricted stock, as set forth in the Outstanding Equity Awards at Fiscal Year End 2010 Table above, by
$20.23 per share.

Under the 2000 Stock Option Plan, “Change-in-Control” is defined as a merger or consolidation of the Company with another entity, or a sale of the
Company’s assets or stock in which:
 

 
(i) the shareholders of the Company immediately prior to the transaction own less than 50% of the voting power of the surviving corporation after the

transaction, and
 

 
(ii) the price per share of the Company’s common stock in such transaction, as determined in good faith by our board of directors, is at least $1.17,

subject to adjustment to reflect stock splits, reverse stock splits, or combinations.
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Under the 2000 Stock Option Plan, “Cause” is defined as:
 

 (i) habitual intoxication,
 

 (ii) illegal drug use or addiction,
 

 (iii) conviction of a felony (or plea of guilty or nolo contendere),
 

 (iv) material failure or inability to perform one’s agreements, duties or obligations as an employee, other than from illness or injury, and
 

 (v) willful misconduct or negligence in the performance of one’s agreements, duties or obligations as an employee.

In addition, under the 2000 Stock Option Plan, the named executive officer has “Good Reason” to terminate his employment with the Company if:
 

 (i) his compensation has been materially reduced,
 

 (ii) his position, duties or responsibilities have been materially reduced,
 

 
(iii) he has been required to move his principal residence because his primary place of employment is moved to a location greater than thirty (30) miles

away from its then current location,
 

 (iv) the Company has not paid to the named executive officer when due any salary, bonus or other material benefit due to him, or
 

 
(v) there exists a breach by the Company of any material provision of any employment agreement between it and the named executive officer,

provided, however he shall notify the Company of such event and give it fifteen (15) days to remedy the situation before termination his
employment.

We have entered into certain non-competition agreements with our named executive officers. The named executive officers are not entitled to any payment
under these agreements. See “Part III, Item 13. Certain Relationships and Related Party Transactions—Non-Competition Agreements” of this report.

Director Compensation

The following table sets forth compensation paid to our non-employee directors (or in certain cases to the shareholder which they represent on the board)
for service on our board and board committees in fiscal 2010. Directors who are also our employees do not receive additional compensation for their service on
our board or board committees.
 

Name   

Fees Earned  or
Paid

in Cash(1)($)    

Option
Awards

($)(2)    Total ($)  

Paul Biddelman    40,900     —       40,900  

David Cromwell    29,053     —       29,053  

Stewart Gross    28,380     —       28,380  

Shamez Kanji    30,918     —       30,918  

Patrick McFadden    37,110     —       37,110  

Charles Moran    24,361     —       24,361  
 
(1) In the case of Mr. Cromwell, the fees were paid to Sachem Ventures, LLC, prior to the initial public offering, and in the case of Messrs. Gross and

Kanji, all of the fees were paid to Lightyear Capital LLC and North Hill Ventures II, L.P., respectively.
(2) The following table sets forth, for each of the directors, the equity awards outstanding as of December 31, 2010.
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Name(1)

  

Grant Date  

 Option Awards  

   

Number of
Securities

Underlying
Unexercised

Options
(#)

Exercisable    

Number of
Securities

Underlying
Unexercised
Options (#)

Unexercisable  

Option
Exercise
Price($)    

Option
Expiration

Date  
Paul Biddelman    3/28/2007    28,800     —      1.34     3/27/2017  

   12/4/2009    10,000     20,000(4)   10.80     12/3/2019  
David Cromwell    12/4/2009    10,000     20,000(4)   10.80     12/3/2019  
Stewart Gross    12/4/2009(2)   10,000     20,000(4)   10.80     12/3/2019  
Shamez Kanji    3/28/2007    28,800     —      1.34     3/27/2017  

   12/4/2009(3)   10,000     20,000(4)   10.80     12/3/2019  
Patrick McFadden    11/1/2001    28,800     —      0.14     10/31/2011  

   1/27/2009    67,083     37,917(5)   4.59     1/26/2019  
   12/4/2009    10,000     20,000(4)   10.80     12/3/2019  

Charles Moran    1/27/2009    32,082     37,917(5)   4.59     1/26/2019  
   12/4/2009    10,000     20,000(4)   10.80     12/3/2019  

 
(1) Our non-employee directors may have entered into agreements with the funds they represent with respect to the economic benefits granted to them.
(2) This award was granted to Lightyear Capital II, LLC.
(3) This award was granted to North Hill Ventures II, L.P.
(4) This award vests at a rate of one-third on each of the first three anniversaries of the grant date.
(5) This award vests at a rate of one-third on the first anniversary of the grant date, and in 24 equal monthly installments over the following two years.

In addition, on March 28, 2007, an option was granted to Sachem Ventures, LLC on the same terms as the other grants made on such date.

Prior to our initial public offering, non-employee directors of the Company (or in certain cases the shareholder which they represent on the board) were
entitled to receive the following compensation:
 

•      board meeting (in person)   $ 1,000  
•      board meeting (by telephone)   $ 750  
•      committee meeting not held in connection with a board meeting (in person)   $ 1,000  
•      committee meeting held in connection with a board meeting (in person)   $ 500  
•      committee meeting (by telephone)   $ 750  
•      committee chair annual retainer   $5,000  

Non-employee directors are also reimbursed for expenses incurred in connection with their service as directors, including travel expenses for meeting
attendance.

Following our initial public offering in June 2010, we have paid all of our non-employee directors (or in certain cases the shareholder which they
represent on the board) annual retainer fees only, with no additional fees for attendance at board meetings, and intends to make annual equity grants to our
non-employee directors under our 2010 Equity Incentive Plan, in each case in the amounts set annually by the compensation committee. Each non-employee
director receives an annual cash retainer of $35,000 and annual equity awards valued at $100,000, which may be split between restricted stock and stock
options as the Compensation Committee determines at such time. Annual retainers are paid to the chair of each
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committee of the board of directors as follows: $20,000 for the audit committee chair, $10,000 for the compensation committee chair and $7,500 for the
nominating and governance committee chair. Annual retainers are paid to committee members as follows: $10,000 for the audit committee, $5,000 for the
compensation committee and $3,750 for the nominating and governance committee. Other than as described above, we do not expect to provide any of our
directors with any other compensation or perquisites.

In February 2011, each non-employee director was granted 10,000 stock options under the 2010 Equity Incentive Plan. The stock options were vested
immediately, have a term of ten years and have an exercise price of $18.05.

Compensation Committee Report

The compensation committee has reviewed and discussed the Compensation Discussion and Analysis included at Part III, Item 11 in this report with
management. Based on the compensation committee’s review and discussion, the compensation committee recommended to the board of directors that the
Compensation Discussion and Analysis be included in this report.
 

  Paul Biddelman (Chair)
  David Cromwell
  Shamez Kanji

Compensation Committee Interlocks and Insider Participation

None of the members of our compensation committee are currently or have ever been an officer or employee of us. None of our executive officers serves
or has served as a member of the board of directors, compensation committee or other board committee performing equivalent functions of any entity that has
one or more executive officers serving as one of our directors or on our compensation committee.
 
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters

The following table sets forth information as of December 31, 2010 (unless otherwise indicated) regarding the beneficial ownership of our common stock
by:
 

 •  each person or group who is known by us to beneficially own more than 5% of our outstanding shares of common stock;
 

 •  each of our named executive officers;
 

 •  each of our directors and each director nominee; and
 

 •  all of the executive officers, directors and each director nominee as a group.

“Beneficial ownership” for the purposes of the following table is determined in accordance with the rules and regulations of the SEC. These rules
generally provide that a person is the beneficial owner of securities if such person has or shares the power to vote or direct the voting of securities, or to dispose
or direct the disposition of securities or has the right to acquire such powers within 60 days. The information does not necessarily indicate beneficial
ownership for any other purpose, including economic interest. Except as disclosed in the footnotes to this table and subject to applicable community property
laws, we believe that each stockholder identified in the table possesses sole voting and investment power over all shares of common stock shown as
beneficially owned by the stockholder. For purposes of the calculations in the table below, the number of shares of common stock deemed outstanding includes
shares issuable upon exercise of options held by the respective person which may be exercised within 60 days after December 31, 2010. For purposes of
calculating each person’s percentage ownership, shares
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of common stock issuable pursuant to stock options exercisable within 60 days after December 31, 2010 are included as outstanding and beneficially owned
for that person or group, but are not deemed outstanding for the purposes of computing the percentage ownership of any other person.

Applicable percentage ownership prior to this offering is based on 56,109,234 shares of common stock outstanding on December 31, 2010.
 

   
Shares of Common Stock Beneficially

Owned as of December 31, 2010  
Name and Address of Beneficial Owner (1)   Number (2)   Percentage 
5% Stockholders       
Lightyear Capital    14,000,045    (3)    24.9% 
North Hill Ventures II, L.P.    3,537,318    (5)    6.3% 
Club Circle Partners    3,403,624    (4)    6.1% 
Kevin Jones    2,958,860    (6)    5.3% 
Hanseatic Americas LDC    2,813,925    (12)    5.0% 

All 5% stockholders as a group (5 persons)    26,713,772    (3)(4)(5)    47.6% 
    (6)(12)   

Executive Officers and Directors       
Dean Hatton    1,931,373    (7)    3.3% 
Mark Volchek    2,578,488    (8)    4.6% 
Miles Lasater    2,578,488    (9)    4.6% 
Casey McGuane    471,046    (10)    *  
Robert Reach    173,037    (11)    *  
Paul Biddelman    2,813,925    (12)    5.0% 
David Cromwell    655,382    (13)    1.2% 
Stewart Gross    14,000,045    (3)    24.9% 
Shamez Kanji    3,537,318    (5)    6.3% 
Patrick McFadden    121,716    (14)    *  
Charles Moran    200,916    (15)    *  
All executive officers and directors as a group (11 persons)    29,061,734    (3)(5)(7)(8)    51.6% 

    

(9)(10)(11)
(12)(13)(14) (15)  

 
* Less than one percent (1%)
(1) The addresses for the listed beneficial owners are as follows: for Lightyear Capital, 375 Park Avenue, Floor 11, New York, NY, 10152; for Club

Circle Partners, 780 N. Water Street, Milwaukee, Wisconsin 53202; for North Hill Ventures II, L.P., c/o Shamez Kanji, 10 Post Office Square, 11th
Floor, Boston, Massachusetts 02109; for Hanseatic Americas LDC, c/o Paul Biddelman, 450 Park Ave, Suite 2302, New York, New York 10022; for
Kevin Jones, c/o Evisions, 752 Rodeo Circle, Orange, California 92869; and for each director, executive officer, or other selling stockholder, c/o
Higher One Holdings, Inc., 25 Science Park, New Haven, Connecticut 06511.

(2) Includes options held by each shareholder, if any, that are currently exercisable or will become exercisable within 60 days of December 31, 2010.
(3) Includes (i) 13,908,128 shares of common stock held by Lightyear Fund II, (ii) 71,917 shares of common stock held by Lightyear Co-Invest II,

(iii) 10,000 options to purchase common stock held by Lightyear Capital II, LLC (“Lightyear Capital II”), and (iv) 10,000 options to purchase common
stock held by Stewart Gross, all of which were granted in February 2011 and are exercisable within 60 days of December 31, 2010. As the sole general
partner of Lightyear Fund II, Lightyear Fund II GP possesses the power to direct the voting and disposition of the shares owned by Lightyear Fund II. As
the general partner of Lightyear Fund II GP and Lightyear Co-Invest II, Lightyear Fund II GP Holdings may also be deemed to share voting and/or
dispositive power over such securities. As the managing member of Lightyear Fund II GP Holdings, Marron & Associates may also be deemed to share
voting and/or dispositive power over such securities. As the sole member of Marron & Associates, Chestnut Venture Holdings may also be deemed to
share voting and/or dispositive power over such securities. As the managing member of Chestnut Venture Holdings, Mr. Donald B. Marron may also be
deemed to share voting and/or dispositive power over such securities. However, Mr. Donald B. Marron disclaims beneficial ownership of the shares held
by Lightyear Fund II and Lightyear Co-Invest, except to the extent of his pecuniary interest in such shares. Additionally, 30,000 options to purchase
common stock are held directly by Lightyear Capital II. 10,000 of these options to purchase common stock became exercisable as of December 4, 2010.
As the sole member of Lightyear Capital II, Lightyear Capital, LLC (“Lightyear Capital”) may be deemed to share voting and/or dispositive power over
the securities held by Lightyear Capital II. As the managing member of Lightyear Capital, Mr. Donald B. Marron may be deemed to share voting and/or
dispositive power over the securities held by Lightyear Capital. However, Mr. Donald B. Marron disclaims beneficial ownership of the shares held by
Lightyear Capital II and Lightyear Capital, except to the extent of his pecuniary interest in such shares. Mr. Donald B. Marron does not directly own
securities of our securities.

(4) Henry G. “Gus” Fuldner, a partner and the manager of Club Circle Partners, holds sole voting and dispositive power over the securities held by Club
Circle Partners. Mr. Fuldner disclaims beneficial ownership of the securities held by Club Circle Partners,
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 except to the extent of his pecuniary interest therein. Mr. Fuldner has observer rights on the board.
(5) Includes (i) 3,124,771 shares of common stock held by North Hill Ventures II, L.P., (ii) 38,800 options to purchase common stock exercisable within

60 days after December 31, 2010 held by North Hill Ventures II, L.P., (iii) 179,982 shares of common stock held by Shamez Kanji, (iv) 183,765
shares of common stock held by Brett Rome and (v) 10,000 options to purchase common stock exercisable within 60 days after December 31, 2010 held
by Shamez Kanji, all of which were granted in February 2011. North Hill Ventures GP II, LLC is the general partner and manages North Hill Ventures
II, L.P. Shamez Kanji and Brett Rome are the two managing members of North Hill Ventures GP II, LLC. Messrs. Kanji and Rome share voting and/or
dispositive rights power over the securities held by North Hill Ventures II, L.P. Mr. Kanji may be deemed to be the beneficial owner of shares owned by
North Hill Ventures II, L.P.

(6) Includes 2,958,860 shares held in escrow and subject to our right to repurchase under certain conditions as set forth in an intellectual property
purchase agreement between Kevin Jones and the company. See “Part III, Item 13. Certain Relationships and Related Transactions—EduCard
Transaction”.

(7) Includes 15,471 shares of common stock held by Dean Hatton, 300,000 shares of common stock held by The Dean W. Hatton Grantor Retained
Annuity Trust and 1,615,902 options to purchase common stock exercisable within 60 days after December 31, 2010 held by Dean Hatton. Dean
Hatton may be deemed to be the beneficial owner of shares owned by The Dean W. Hatton Grantor Retained Annuity Trust.

(8) Includes 2,051,926 shares of common stock and 526,562 options to purchase common stock exercisable within 60 days after December 31, 2010.
(9) Includes 1,796,229 shares of common stock held by Miles Lasater, 252,988 shares of common stock held by the Miles Hanson Lasater 2009 GRAT

and 526,562 options to purchase common stock exercisable within 60 days after December 31, 2010 held by Miles Lasater. Miles Lasater is married to
Glyn Elizabeth Lasater, who is the trustee of the Miles Hanson Lasater 2009 GRAT. Mr. Lasater may be deemed to be the beneficial owner of shares
owned by the Miles Hanson Lasater 2009 GRAT. Mr. Lasater disclaims beneficial ownership of any securities owned by the Miles Hanson Lasater 2009
GRAT, except to the extent of his pecuniary interest therein.

(10) Includes 8,610 shares of common stock and 462,436 options to purchase common stock exercisable within 60 days after December 31, 2010.
(11) Includes 1,299 shares of common stock and 171,738 options to purchase common stock exercisable within 60 days after December 31, 2010.
(12) Includes 2,7,65,125 shares held by Hanseatic Americas LDC and 48,800 options to purchase common stock exercisable within 60 days after

December 31, 2010 held by Paul Biddelman, 10,000 of which were granted in February 2011. Paul Biddelman is president of Hanseatic Corporation,
the manager of Hanseatic Americas LDC, and president of Hanseatic Americas LDC. Mr. Biddelman and Wolfgang Traber share voting and/or
dispositive power over the securities held by Hanseatic Americas LDC. Mr. Biddelman may be deemed to be the beneficial owner of shares owned by
Hanseatic Americas LDC.

(13) Includes 606,582 shares of common stock, 28,800 options to purchase common stock exercisable within 60 days after December 31, 2010 held by
Sachem Ventures, LLC, and 20,000 options to purchase common stock exercisable within 60 days after December 31, 2010 held by David Cromwell,
10,000 of which were granted in February 2011. David Cromwell is the president of Hillhouse Advisors, Inc., which is the Managing Member of
Sachem Ventures, LLC, and Mr. Cromwell controls the voting of shares held by Sachem Ventures, LLC. Mr. Cromwell may be deemed to be the
beneficial owner of shares owned by Sachem Ventures, LLC. Mr. Cromwell disclaims beneficial ownership of any securities owned by Sachem
Ventures, LLC.

(14) Includes 121,716 options to purchase common stock exercisable within 60 days after December 31, 2010, 10,000 of which were granted in February
2011.

(15) Includes 142,998 shares of common stock and 57,918 options to purchase common stock exercisable within 60 days after December 31, 2010, 10,000
of which were granted in February 2011.

Securities Authorized For Issuance Under Equity Compensation Plans
The table below sets forth the following information as of the end of December 31, 2010 for (1) all compensation plans previously approved by our
stockholders and (2) all compensation plans not previously approved by our stockholders.
 

   Equity Compensation Plan Information  

Plan Category   

Number of shares
of common stock

to be issued  upon
exercise of

outstanding
options (2)    

Weighted-
average

exercise price
of

outstanding
options    

Weighted-
average
term to

expiration of
options

outstanding    

Number of shares
of common stock

remaining available
for  future issuance

under equity
compensation plans  

Equity compensation plans approved by stockholders (1)    7,305,743    $ 3.58     5.72 years     4,289,250  
Equity compensation plans not approved by stockholders    —       —       —       —    
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(1) Reflects number of shares of common stock to be issued upon exercise of outstanding options under all of our equity compensation plans, including our

2000 Stock Option Plan and 2010 Equity Incentive Plan. No shares of common stock are available for future issuance under any of our equity
compensation plans, except the 2010 Equity Incentive Plan.

(2) Does not include 32,508 restricted shares outstanding that were issued under the 2000 Incentive Plan.
 
Item 13. Certain Relationships and Related Transactions

Investor Rights Agreement

On August 26, 2008, we entered into an amended and restated investor rights agreement with certain key holders of our common stock relating to all
shares of our capital stock that they hold or may hold in the future. Although the majority of the agreement’s provisions terminated upon completion of our
initial public offering, some provisions remain in effect. These provisions principally relate to our obligation, under certain circumstances, to register shares of
our capital stock held by certain stockholders under the Securities Act of 1933, as amended. We believe that the terms of the investor rights agreement were
reasonable and comparable to the terms of an agreement negotiated on an arms-length basis.

Indemnification Agreements

Our certificate of incorporation and bylaws require us to indemnify our directors and executive officers to the fullest extent permitted by Delaware law.
As permitted by Delaware law, we have entered into indemnification agreements with each of our directors and executive officers that require us to indemnify
our directors and executive officers against all expenses (including reasonable attorneys’, witness or other professional fees) and liabilities (including
judgments, damages and amounts paid in settlement, including those arising out of the negligence or active or passive wrongdoing of such persons) incurred,
suffered or paid by a director or executive officer in connection with any threatened, pending or completed claim, action, suit, arbitration, alternate dispute
resolution process, investigation, administrative hearing, appeal, or any other proceeding, to which any such director may be a party or threatened to be made
a party or otherwise involved in as a witness by reason of such director’s status serving (i) as our director or executive officer, as applicable, (ii) in any
capacity with respect to any of our employee benefit plans, or (iii) as a director, partner, trustee, officer, employee or agent of any other entity at our request,
including one of our subsidiaries.

The indemnification agreements also require us to advance expenses incurred by such persons within thirty days after receipt of a written request,
provided that such persons undertake to repay such amounts if it is ultimately determined that they are not entitled to indemnification. Additionally, the
agreements set forth certain procedures that will apply in the event of a claim for indemnification thereunder, including a presumption that such persons are
entitled to indemnification under the agreements and that we have the burden of proof to overcome that presumption in reaching any contrary determination.

We are not required to provide indemnification under the agreements for certain matters, including: (i) indemnification and advancement of expenses for
any action initiated by or on behalf of such person without the consent of our board of directors (except actions to enforce a right to indemnification or
advancement of expenses under this agreement), and (ii) indemnification beyond that permitted by Delaware law. We believe that the terms of the agreements
were reasonable and comparable to the terms of agreements negotiated on an arms-length basis.
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Non-Competition Agreements

We have not entered into and currently do not intend to enter into any employment agreements with our executive officers. However, we have entered into
certain non-competition agreements with our executive officers. Each non-competition agreement provides that the executive generally will not disclose our
proprietary information and will not compete with us or solicit our customers and employees for the duration of the executive’s employment and for a period of
twelve months following termination of employment. We believe that the terms of the agreements were reasonable and comparable to the terms of agreements
negotiated on an arms-length basis.

EduCard Transaction

In June 2008, we acquired EduCard, which provided prepaid debit card processing and other payment solutions, and entered into a related integration
agreement with EduCard’s parent company, Evisions, to integrate a software application. The president and chief executive officer of Evisions is Kevin Jones,
who owns shares of our common stock, which he acquired in connection with his sale of certain intellectual property to us, as described below.

In connection with the EduCard acquisition and pursuant to an intellectual property purchase agreement, we purchased certain intellectual property from
Kevin Jones for an aggregate consideration of 3,000,000 shares of our common stock. The shares are held in an escrow account and are subject to the following
conditional rights to repurchase at par value, $0.001 per share: (i) we had the right to repurchase all of the shares if, on December 31, 2009, the number of
students enrolled at higher education institutional clients that use the Evisions software with OneDisburse , or Evisions Students, had been less than 100,000;
(ii) we may exercise our right to repurchase all of the shares if, on December 31, 2010, the number of Evisions Students is less than 200,000; and (iii) if, on
December 31, 2011, the number of Evisions Students is less than 1,000,000, our repurchase right shall automatically be exercised in respect of the number of
shares equal to 3,000,000 less three times the number of Evisions Students. As of December 31, 2010, there were 443,511 Evisions Students and,
consequently, on December 31, 2011, not less than 1,330,533 shares of our common stock will be released from escrow to Mr. Jones. We believe that the terms
of the EduCard acquisition and the terms of the related purchase of intellectual property were reasonable and comparable to the terms of a transaction
negotiated on an arms-length basis.

Policy Concerning Related Party Transactions

We have a formal written policy concerning related party transactions. A related party transaction is a transaction, arrangement or relationship involving
us or a consolidated subsidiary (whether or not we or the subsidiary is a direct party to the transaction), on the one hand, and (i) a director, executive officer or
employee of us or a consolidated subsidiary, his or her immediate family members or any entity that any of them controls or in which any of them has a
substantial beneficial ownership interest; or (ii) any person who is the beneficial owner of more than 5% of our voting securities or a member of the immediate
family of such person.

The audit committee evaluates each related party transaction for the purpose of recommending to the disinterested members of the board whether the
transaction is fair, reasonable and within our company’s policy, and should be ratified and approved by the board. Relevant factors include the benefits of the
transaction to us, the terms of the transaction and whether the transaction was on an arms-length basis and in the ordinary course of our business, the direct
or indirect nature of the related party’s interest in the transaction, the size and expected term of the transaction and other facts and circumstances that bear on
the materiality of the related party transaction under applicable law and listing standards. At least annually, management will provide the audit committee with
information pertaining to related party transactions. Related party transactions entered into, but not approved or ratified as required by our policy concerning
related party transactions, will be subject to termination by us or the relevant subsidiary, if so directed by the audit committee or the board, taking into
account factors as such body deems
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appropriate and relevant.
 
Item 14. Principal Accountant Fees and Services

The following table sets forth the aggregate fees paid or accrued for professional services rendered by PricewaterhouseCoopers LLP for the audit of our
annual financial statements for fiscal years 2010 and 2009 and the aggregate fees paid or accrued for audit-related services and all other services rendered by
PricewaterhouseCoopers LLP for fiscal years 2010 and 2009 (in thousands of dollars).
 

   
Fiscal  Year

2010    
Fiscal  Year

2009  
Audit fees   $ 1,273    $ 248  
Audit-related fees    18     17  
Tax fees    85     53  
All other fees    2     —    

Total   $ 1,378    $ 318  

The category of “Audit fees” includes fees for our annual audit, quarterly reviews and services rendered in connection with regulatory filings with the
SEC, such as the issuance of comfort letters and consents related to our initial public offering in 2010.

The category of “Audit-related fees” includes a United States Department of Education compliance audit.

The category of “Tax fees” includes fees for tax compliance, tax advice and tax planning services.

The category of “All other fees” includes the licensing of accounting and finance research technology owned by PricewaterhouseCoopers LLP.

All above audit services, audit-related services and tax services were pre-approved by the Audit Committee, which concluded that the provision of such
services by PricewaterhouseCoopers LLP was compatible with the maintenance of that firm’s independence in the conduct of its auditing functions. The Audit
Committee’s outside auditor independence policy provides for pre-approval of all services performed by the outside auditors.
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PART IV
 
Item 15. Exhibits and Financial Statement Schedules

(a)
1. Financial Statements
The following financial statements are filed as part of this annual report:

 
Document   Page  
Report of Independent Registered Public Accounting Firm    F-1  
Consolidated Balance Sheets as of December 31, 2009 and 2010    F-2  
Consolidated Statements of Operations for the years ended December 31, 2008, 2009 and 2010    F-3  
Consolidated Statements of Changes in Stockholder’s (Deficit)/Equity for years ended December  31, 2008, 2009 and 2010    F-4  
Consolidated Statements of Cash Flows for the years ended December 31, 2008, 2009 and 2010    F-5  
Notes to Consolidated Financial Statements    F-7  
 

Informed Decisions Corporation
dba CASHNet

March 31, 2009 and 2008
 
Financial Statements:

  
  
  
  

Independent Auditors’ Report    F-36  
Balance Sheets    F-37  
Statements of Operations and Retained Earnings (Accumulated Deficit)    F-38  
Statements of Cash Flows    F-39  
Notes to Financial Statements    F-40  

 
Informed Decisions Corporation

dba CASHNet
(unaudited)

September 30, 2009 and 2008
 

  
  
  
  

Financial Statements:   
Balance Sheets    F-49  
Statements of Operations and Accumulated Deficit    F-50  
Statements of Cash Flows    F-51  
Notes to Financial Statements    F-52  

2. Financial Statement Schedules
Financial statement schedules are not submitted because they are not applicable, not required or the information is included in our consolidated financial

statements.

3. Exhibits
The exhibits listed in the Exhibit Index immediately preceding the exhibits are filed as part of this annual report.
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Signatures

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, as amended, the registrant has duly caused this Annual
Report on Form 10-K for the year ended December 31, 2010 to be signed on their behalf by the undersigned, thereunto duly authorized.
 
Date: February 23, 2011

Higher One Holdings, Inc.

/S/    DEAN HATTON
Dean Hatton

President and Chief Executive Officer
(Duly authorized officer and principal executive officer)

Pursuant to the requirements of the Securities Exchange Act of 1934, as amended, this report has been signed below by the following persons and in the
capacities and on the dates indicated.
 

Signature  Title   Date

/S/    DEAN HATTON    
Dean Hatton

 

President, Chief Executive Officer and Director
(principal executive officer)   

February 23, 2011

/S/    MARK VOLCHEK    
Mark Volchek

 

Chief Financial Officer and Chairman of the Board of Directors
(principal financial and accounting officer)   

February 23, 2011

/S/    MILES LASATER  Director   February 23, 2011
Miles Lasater    

/S/    PAUL BIDDELMAN  Director   February 23, 2011
Paul Biddelman    

/S/    DAVID CROMWELL  Director   February 23, 2011
David Cromwell    

/S/    STEWART GROSS  Director   February 23, 2011
Stewart Gross    

/S/    SHAMEZ KANJI  Director   February 23, 2011
Shamez Kanji    

/S/ PATRICK MCFADDEN  Director   February 23, 2011
Patrick McFadden    

/S/    CHARLES MORAN  Director   February 23, 2011
Charles Moran    
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and Stockholders of Higher One Holdings, Inc.:

In our opinion, the accompanying consolidated balance sheets and the related consolidated statements of operations, of changes in stockholders’ (deficit)
equity and of cash flows present fairly, in all material respects, the financial position of Higher One Holdings, Inc. and its subsidiaries at December 31, 2009
and 2010, and the results of their operations and their cash flows for each of the three years in the period ended December 31, 2010 in conformity with
accounting principles generally accepted in the United States of America. These financial statements are the responsibility of the Company’s management. Our
responsibility is to express an opinion on these financial statements based on our audits. We conducted our audits of these statements in accordance with the
standards of the Public Company Accounting Oversight Board (United States). Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence
supporting the amounts and disclosures in the financial statements, assessing the accounting principles used and significant estimates made by management,
and evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion.

/s/ PricewaterhouseCoopers LLP
Hartford, Connecticut
February 23, 2011
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HIGHER ONE HOLDINGS, INC. AND SUBSIDIARIES

Consolidated Balance Sheets
December 31, 2009 and 2010

(In thousands, except share and per share amounts)
 
   2009   2010  
Assets    
Current assets:    

Cash and cash equivalents   $ 3,339   $ 34,484  
Investments in marketable securities    —      14,697  
Accounts receivable    2,359    2,622  
Income receivable    3,337    3,719  
Deferred tax assets    477    48  
Prepaid expenses and other current assets    2,501    6,981  
Restricted cash    —      8,250  

Total current assets    12,013    70,801  
Deferred costs    5,332    3,782  
Fixed assets, net    4,221    9,919  
Intangible assets, net    21,526    18,456  
Goodwill    15,058    15,830  
Other assets    545    653  

Total assets   $58,695   $ 119,441  
Liabilities and Stockholders’ Equity    
Current liabilities:    

Accounts payable   $ 2,800   $ 3,063  
Accrued expenses    8,695    11,786  
Capital lease obligations    7    —    
Current portion of line of credit    18,000    —    
Acquisition payable    9,640    8,250  
Deferred revenue    5,258    7,974  

Total current liabilities    44,400    31,073  
Deferred revenue    1,428    2,051  
Deferred tax liabilities    5,761    2,926  

Total liabilities    51,589    36,050  
Commitments and contingencies (Note 16)    
Stockholders’ equity:    

Convertible preferred stock, $.001 par value; 20,000,000 shares authorized; 12,975,169 shares issued and outstanding
at December 31, 2009; no shares issued or outstanding at December 31, 2010 (liquidation preference of $54,148 for
2009)    80,954    —    

Common stock, $.001 par value; 200,000,000 shares authorized; 12,276,765 and 56,109,234 shares issued and
outstanding at December 31, 2009 and 2010, respectively;    12    5 6  

Additional paid-in capital    4,624    136,760  
Accumulated deficit, net of 2008 $93,933 of stock tender transaction    (78,484)   (53,425) 

Total stockholders’ equity    7,106    83,391  
Total liabilities and stockholders’ equity   $58,695   $ 119,441  

The accompanying notes are an integral part of these consolidated financial statements.
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HIGHER ONE HOLDINGS, INC. AND SUBSIDIARIES

Consolidated Statements of Operations
For the Years Ended December 31, 2008, 2009 and 2010

(In thousands of dollars, except shares and per share amounts)
 
   2008   2009   2010  
Revenue:     

Account revenue   $ 37,570   $ 68,529   $ 113,516  
Payment transaction revenue    29    1,688    15,742  
Higher education institution revenue    3,220    5,135    12,543  
Other revenue    3,187    2,254    3,168  

Total revenue    44,006    77,606    144,969  
Cost of revenue    16,302    26,529    51,845  

Gross margin    27,704    51,077    93,124  
Operating expenses:     

General and administrative    11,725    18,143    32,381  
Product development    1,629    2,287    3,311  
Sales and marketing    4,399    7,966    16,185  

Total operating expenses    17,753    28,396    51,877  
Income from operations    9,951    22,681    41,247  
Interest income    (152)   (4)   (29) 
Interest expense    357    558    729  
Preferred stock warrant fair value adjustment    5 5    —      —    
Other income    (234)   (17)   —    

Net income before income taxes    9,925    22,144    40,547  
Income tax expense    3,547    7,925    15,488  

Net income   $ 6,378   $ 14,219   $ 25,059  
Net income (loss) available to common stockholders:     

Basic   $ (74,366)  $ 2,742   $ 16,149  
Participating securities    0    11,477    8,910  
Diluted    (74,366)   14,219    25,059  

Net income (loss) available to common stockholders per common share:     
Basic   $ (7.22)  $ 0.29   $ 0.48  
Diluted    (7.22)   0.27    0.44  

Weighted average shares outstanding:     
Basic    10,306,392    9,298,131    33,395,310  
Diluted    10,306,392    53,150,890    57,302,843  

The accompanying notes are an integral part of these consolidated financial statements.
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HIGHER ONE HOLDINGS, INC. AND SUBSIDIARIES

Consolidated Statements of Changes in Stockholders’ (Deficit) Equity
For the Years Ended December 31, 2008, 2009 and 2010

(In thousands of dollars, except shares)
 
   Convertible Preferred Stock   Common Stock   Stockholder 

Subscriptions
Receivable  

 Additional
Paid-in 
Capital  

 
Accumulated

Deficit  

 Total
Stockholders’ 
(Deficit) Equity    Shares   Amount   Shares   Amount     

Balance at December 31, 2007      11,749,125   $ 12   $ (960)  $ 1,722   $ (5,148)  $ (4,374) 
Stock-based compensation      —      —      —      498    —      498  
Expiration of subscription agreement and

repurchase of common stock      (720,000)   (1)   960    (959)   —      —    
Convertible preferred stock reclassified to

equity    14,183,789   $ 17,213    —      —      —      —      —      17,213  
Issuance of Series E Convertible, net of

issuance costs of $3,058    5,454,545    71,942    —      —      —      —      —      71,942  
Repurchase and retirement of outstanding

equity instruments    (6,663,165)   (8,335)   (2,806,344)   (3)   —      (3,971)   (93,933)   (106,242) 
Warrant liability reclass to permanent equity    —      134    —      —      —      —      —      134  
Issuance of common stock and stock-based

customer acquisition expense    —      —      3,000,000    3    —      1,239    —      1,242  
Tax benefit related to options    —      —      —      —      —      1,285    —      1,285  
Exercise of stock options    —      —      404,160    1    —      186    —      187  
Net income    —      —      —      —      —      —      6,378    6,378  
Balance at December 31, 2008    12,975,169   $ 80,954    11,626,941   $ 12   $ —     $ —     $ (92,703)  $ (11,737) 
Stock-based compensation    —      —      —      —      —      1,387    —      1,387  
Purchase of common stock pursuant to stock

subscription agreement    —      —      108,000    —      —      495    —      495  
Stock-based customer acquisition expense    —      —      —      —      —      2,385    —      2,385  
Tax benefit related to options    —      —      —      —      —      148    —      148  
Issuance of restricted common stock    —      —      43,344    —      —      —      —      —    
Exercise of stock options    —      —      498,480    —      —      209    —      209  
Net income    —      —      —      —      —      —      14,219    14,219  
Balance at December 31, 2009    12,975,169   $ 80,954    12,276,765   $ 12   $ —     $ 4,624   $ (78,484)  $ 7,106  
Stock-based compensation    —      —      —      —      —      2,913    —      2,913  
Stock-based customer acquisition expense    —      —      —      —      —      7,274    —      7,274  
Tax benefit related to options and restricted

stock    —      —      —      —      —      2,811    —      2,811  
Conversion of preferred stock to common

stock    (12,975,169)   (80,954)   38,925,507   39   —      80,915   —      —    
Issuance of common stock    —      —      3,569,395   4   —      37,205   —      37,209  
Exercise of stock options, net of repurchases    —      —      1,337,567   1   —      1,018   —      1,019  
Net income    —      —      —      —      —      —      25,059    25,059  
Balance at December 31, 2010    —     $ —      56,109,234   $ 5 6   $ —     $136,760   $ (53,425)  $ 83,391  

The accompanying notes are an integral part of these consolidated financial statements.
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HIGHER ONE HOLDINGS, INC. AND SUBSIDIARIES

Consolidated Statements of Cash Flows
For the Years Ended December 31, 2008, 2009 and 2010

(In thousands of dollars)
 
   2008   2009   2010  
Cash flows from operating activities     
Net income   $ 6,378   $ 14,219   $ 25,059  
Adjustments to reconcile net income to net cash provided by operating activities:     

Depreciation and amortization    1,452    2,969    7,292  
Amortization of deferred finance costs    31    113    204  
Non-cash interest expense    —      40    360  
Stock-based customer acquisition expense    1,239    2,385    7,274  
Stock-based compensation    498    1,387    2,913  
Loss on disposal of fixed assets    5 5    —      24  
Preferred stock warrant fair value adjustment    —      —      —    
Deferred income tax expense (benefit)    1,808    (726)   (3,166) 
Changes in operating assets and liabilities, net of effects of acquisition:     

Accounts receivable    (49)   27    (263) 
Income receivable    (1,373)   219    (382) 
Deferred costs    (1,620)   (1,917)   (988) 
Prepaid expenses and other current assets    (514)   (811)   (4,480) 
Deferred income tax provision    (24)   —      —    
Other assets    (65)   (330)   (125) 
Accounts payable    58    6 6 5    263  
Accrued expenses    2,143    2,109    2,732  
Deferred revenue    (55)   307    3,339  

Net cash provided by operating activities    9,962    20,656    40,056  
Cash flows from investing activities     
Investment securities, available for sale:     

Purchases    —      —      (20,777) 
Proceeds from sales and maturities    —      —      6,080  

Purchases of fixed assets, net of disposals and $347 of construction payables as of December 31, 2010    (1,840)   (2,188)   (7,059) 
Acquisition of Informed Decisions Corporation, net of cash acquired    —      (16,543)   —    
Payment of acquisition payable    —      —      (1,750) 
Payment to escrow agent    —      —      (8,250) 
Purchase of intangibles    (1,500)   —      —    

Net cash used in investing activities    (3,340)   (18,731)   (31,756) 
Cash flows from financing activities     
Repayment of capital lease obligations    (1,138)   (27)   (7) 
Proceeds from line of credit    23,274    20,250    4,000  
Repayments of line of credit    (4,374)   (21,150)   (22,000) 
Proceeds from issuance of common and preferred stock, net of issuance costs    71,942    495    37,209  
Purchase of tendered stock, options and warrants    (106,238)   —      —    
Tax benefit from restricted stock and options    1,285    148    2,811  

The accompanying notes are an integral part of these consolidated financial statements.
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HIGHER ONE HOLDINGS, INC. AND SUBSIDIARIES
Consolidated Statements of Cash Flows—(Continued)
For the Years Ended December 31, 2008, 2009 and 2010

(In thousands of dollars)
 
   2008   2009   2010  
Proceeds from exercise of stock options    186    210    1,019  
Payment of deferred financing costs    —      —      (187) 
Proceeds from exercise of non-tendered warrants    174    —      —    

Net cash provided by (used in) financing activities    (14,889)   (74)   22,845  
Net change in cash and cash equivalents    (8,267)   1,851    31,145  

Cash and cash equivalents at beginning of year    9,755    1,488    3,339  
Cash and cash equivalents at end of year   $ 1,488   $ 3,339   $ 34,484  

Supplemental information:     
Cash paid for interest   $ 130   $ 581   $ 165  
Income tax paid    1,214    8,732    16,491  
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HIGHER ONE HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements
December 31, 2010

(In thousands of dollars, except share and per share amounts)

1. Nature of Business and Organization
Higher One Holdings, Inc. (the “Company” or “HOH”) is a leading provider of technology and payment services to the higher education industry. The

Company is incorporated in Delaware and provides a comprehensive suite of disbursement and payment solutions specifically designed for higher education
institutions and their students. The Company has developed proprietary software-based solutions to provide these services. The Company has a wholly owned
subsidiary, Higher One, Inc. (“HOI”) which has three wholly owned subsidiaries, Higher One Machines, Inc. (“HOMI”), Higher One Payments, Inc.
(“HOPI”) and Higher One Real Estate, Inc. (“Real Estate Inc”). Real Estate Inc has one wholly owned subsidiary, Higher One Real Estate SP, LLC (“Real
Estate LLC”). HOMI owns and manages the Company’s cash disbursement machines and home-based customer service agent services. HOPI is the acquired
entity formerly known as Informed Decisions Corporation (“IDC”) discussed in Note 3. Real Estate Inc and Real Estate LLC were each formed for the purpose
of our real estate development project discussed in Note 17.

2. Significant Accounting Policies

Basis of Presentation and Consolidation
The consolidated financial statements reflect the financial position and results of operations of the Company and its wholly owned subsidiaries. All

material intercompany transactions and balances have been eliminated in consolidation.

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires

management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the reporting period. Estimates include those related to the
valuation of deferred taxes, provision for operational losses, valuation of acquired intangible assets and assumptions used in the valuation of stock options.
Actual results could differ from these estimates.

Cash and Cash Equivalents
The Company considers all short-term, highly-liquid investments, with an original maturity of three months or less, to be cash equivalents. Cash

equivalents are recorded at cost which approximates their fair value.

Investments in Marketable Securities
Marketable securities that have a readily determinable fair value and that we do not intend to trade are classified as available for sale and carried at fair

value. Unrealized holding gains and losses are recorded as other comprehensive income, a separate component of shareholders’ equity, net of deferred income
taxes.

Fair Value of Financial Instruments
The carrying amounts of the Company’s financial instruments, which include cash equivalents, accounts receivable, accounts payable and accrued

expenses, approximate fair value because of the short-term nature of these instruments.

Fair Value Measurements
As of January 1, 2008, the Company adopted Financial Accounting Standards Board Accounting Standards Codification (“FASB ASC”) 820 “ Fair

Value Measurements and Disclosures” (“ASC 820”). The
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HIGHER ONE HOLDINGS, INC. AND SUBSIDIARIES

Notes to Consolidated Financial Statements—(Continued)
December 31, 2010

(In thousands of dollars, except share and per share amounts)
 
adoption of ASC 820 did not have a material impact on the Company’s consolidated results of operations and financial condition. ASC 820 defines fair value,
establishes a fair value hierarchy for assets and liabilities measured at fair value and expands required disclosure about fair value measurements. The ASC
820 hierarchy ranks the quality and reliability of inputs, or assumptions, used in the determination of fair value and requires financial assets and liabilities
carried at fair value to be classified and disclosed in one of the following three categories:
 

 •  Level 1—quoted prices in active markets for identical assets and liabilities
 

 •  Level 2—inputs other than Level 1 quoted prices that are directly or indirectly observable
 

 •  Level 3—unobservable inputs that are not corroborated by market data

The Company evaluates assets and liabilities subject to fair value measurements on a recurring basis to determine the appropriate level to classify them
for each reporting period. This determination requires significant judgments to be made by the Company.

The following table provides the assets and liabilities carried at fair value measured on a recurring basis as of December 31, 2010 (in thousands):
 

   Level 1    Level 2    Level 3  
Fair values at December 31, 2010       
Assets:       

U.S. government debt securities   $13,695    $—      $—    
Corporate debt securities    1,002     —       —    

Total assets   $ 14,697    $—      $—    
Liabilities   $ —      $—      $—    

The Company had no recorded unrealized gains or losses from investments as of either December 31, 2009 or 2010 and there is no difference between
the amortized cost and fair value of securities held by the Company. There were no assets or liabilities carried at fair value measured on a recurring basis as of
December 31, 2009.

At December 31, 2010, the Company’s investments have remaining maturities which varies between 1 and 13 months. The fair value of the Company’s
cash equivalents as of December 31, 2009 and 2010 was valued based upon Level 1 inputs.

Concentration of Credit Risk
Potential concentrations of credit risk for the Company consist primarily of trade accounts receivable from university clients. For the years ended

December 31, 2009 and 2010 no university client individually accounted for more than 10% of trade accounts receivable or revenue.

Income Taxes
Deferred tax assets and liabilities are determined based on temporary differences between the financial reporting bases and the tax bases of assets and

liabilities. Deferred tax assets are also recognized for tax net operating loss carry-forwards. These deferred tax assets and liabilities are measured using the
enacted tax rates and laws that will be in effect when such amounts are expected to reverse or be utilized. The realization of total deferred tax assets is contingent
upon the generation of
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future taxable income. Valuation allowances are provided to reduce such deferred tax assets to amounts more likely than not to be ultimately realized.

Income tax provision or benefit includes U.S. federal, and state and local income taxes and is based on pre-tax income or loss. In determining the
estimated annual effective income tax rate, the Company analyzes various factors, including projections of the Company’s annual earnings and taxing
jurisdictions in which the earnings will be generated, the impact of state and local taxes and the ability of the Company to use tax credits and net operating loss
carry-forwards.

The Company follows the provisions of FASB ASC 740, “ Income Taxes” (“ASC 740”). ASC 740 clarifies the accounting for uncertainty in income
taxes. It prescribes that a company should use a more-likely-than-not recognition threshold based on the technical merits of the tax position taken.

Tax positions that meet the more-likely-than-not recognition threshold should be measured as the largest amount of the tax benefits, determined on a
cumulative probability basis, which is more likely than not to be realized upon ultimate settlement in the financial statements. The Company recognizes
interest and penalties related to income tax matters in income tax expense. All tax years are subject to examination. All of the Company’s unrecognized tax
benefit liability would affect the Company’s effective tax rate if recognized.

Fixed Assets
Property and equipment are stated at cost and are depreciated using the straight-line method over the estimated useful lives of the assets, generally three to

seven years. Capital lease assets are depreciated over the lesser of the estimated useful life of the asset or the term of the lease.

Capitalized Software
The Company has adopted FASB ASC 350-40, “ Internal Use Software” (“ASC 350-40”) and applies this statement to its software purchase and

development activities. Under ASC 350-40, computer software costs incurred in the preliminary project stage are expensed as incurred until the capitalization
criteria have been met. The criteria for capitalization is defined as the point at which the preliminary project stage is complete and management commits to
funding a computer software project and it is probable that the project will be completed and the software will be used to perform the function intended.
Capitalization ceases at the point that the computer software project is substantially complete and ready for its intended use. The capitalized costs are
amortized using the straight-line method over the estimated economic life of the software, generally three years. Although the Company incurred costs relating to
software improvements, for the years ended December 31, 2008, 2009 and 2010, none of these costs met the criteria for capitalization.

Business Combinations
The Company accounts for its business acquisitions in accordance with FASB ASC 805, “ Business Combinations” (“ASC 805”). ASC 805 requires

the acquiring entity in a business combination to recognize all the assets acquired and liabilities assumed in the transaction and establishes the acquisition-date
fair value as the measurement objective for all assets acquired and liabilities assumed in a business combination. Contingent consideration, if any, is
recognized and measured at fair value on the acquisition date. Transaction costs associated with the acquisition are expensed. ASC 805 is effective for
business combinations and adjustments to an acquired entity’s deferred tax asset and liability balances occurring after December 31, 2008. See Note 3 for
further information.
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Goodwill and Intangible Assets
Goodwill represents costs in excess of the fair value of consideration transferred over the fair values assigned to the underlying net identifiable assets of

acquired businesses. Annual impairment testing of goodwill is assessed in accordance with ASC 350, “ Intangibles—Goodwill and Other”, which compares
carrying values of the reporting units to fair values and, when appropriate, the carrying value of these assets is reduced to fair value. Accordingly, the
Company tests goodwill for impairment annually on October 31, or whenever events or changes in circumstances indicate that an impairment may have
occurred, by comparing its fair value to its carrying value. Impairment may result from, among other things, deterioration in the performance of the acquired
business, adverse market conditions, adverse changes in applicable laws or regulations, including changes that restrict the activities of the acquired business,
and a variety of other circumstances. If it is determined that an impairment has occurred, the Company records a write-down of the carrying value and charges
the impairment as an operating expense in the period the determination is made. In accordance with ASC 350, the Company is required to test intangible assets
for impairment whenever events occur indicating that the carrying value may be impaired. We were not required to record any impairment on goodwill or
indefinite-lived intangibles during the years ended December 31, 2009 or 2010.

The costs of defending and protecting patents are expensed. All costs incurred to the point when a patent application is to be filed are expensed as
incurred.

Intangible assets are amortized using the straight-line method over the following estimated useful lives of the assets:
 

Acquired technology    5 to 7 years  
Customer contracts    4 to 10 years  
Non-compete agreements    5 years  
Trademarks    10 years  

Impairment of Long-Lived Assets
The Company evaluates the recoverability of its long-lived assets for impairment whenever events or changes in circumstances indicate that the carrying

amount of such assets may not be recoverable. Recoverability of assets to be held and used is measured by a comparison of the carrying amount of any asset
to future net undiscounted cash flows expected to be generated by the asset. If such assets are considered to be impaired, the impairment to be recognized is
measured as the difference between the fair value of the asset compared to its carrying amount.

Provision for Operational Losses
The Company has entered into an agreement with a third-party FDIC-insured bank to hold all deposit accounts of the Company’s accountholders.

Although those deposit funds are held by the third-party bank, the Company is liable to the bank for any uncollectible accountholder overdrafts and any other
losses due to fraud or theft. The Company provides reserves for its estimated overdraft liability and its estimated uncollectible fees to the third-party bank.
The provision for these reserves is included within the costs of revenue on the accompanying consolidated financial statements. Such reserve is based upon an
analysis of outstanding overdrafts and historical repayment rates. See Note 8 for further information.
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Revenue Recognition and Deferred Revenue
The Company derives revenues from the delivery of services to institutions of higher education and their constituents such as students, faculty, staff

and alumni. Revenues are recognized when persuasive evidence of an arrangement exists, services have been rendered, the price is fixed or determinable and
collectability is reasonably assured. The Company enters into long-term (generally three- or five-year initial term) contracts with the institutions to provide
payment and disbursement services. The Company categorizes revenue as account revenue, payment transaction revenue, higher education institution revenue
and other revenue. Deferred revenue consists of amounts billed to or received from customers for services prior to the recognition of services revenue.

Account Revenue
Account revenue is generated from deposit accounts opened and funded by students and other members of the campus community. The account offered

to customers has no monthly fee or minimum balance. The Company earns fees for services based on a fee schedule, including interchange fees charged to
merchants, ATM, non-sufficient funds and other fees. Revenue on such transactions is recognized when the banking transaction is completed.

Payment Transaction Revenue
Payment transaction revenue is generated through convenience fees charged to students, parents or other payors who make online payments to higher

education institutional clients through the Company’s online payment product using a credit or debit card. Payment transaction revenue is recognized as the
transaction is processed and reflects the convenience fees from items paid by our clients’ customers via the service.

Higher Education Institution Revenue
Revenue from higher education institutional clients is generated from fees charged for the services they purchase from the Company. For refund

management services, clients are charged an annual fee and per-transaction fees for certain transactions. The annual fee is recognized ratably over the year of
service and the transaction fees are recognized when the transaction is completed.

Revenues from payment services include subscription license fees from clients accessing on-demand application services. Subscription fees are
recognized ratably over the term of the subscription agreement, which generally ranges from 1 to 5 years and are renewable at the option of the customer. For
certain payment transaction products, an implementation fee may be charged. This implementation fee is deferred and recognized over the estimated client
relationship period, which we estimate is 5 years.

Other Revenue
Other revenue consists of two main components: (1) fees received from the Company’s bank partner based on prevailing interest rates and the total

deposits held in accounts and (2) a marketing incentive fee paid by MasterCard International Incorporated (“MasterCard”) based on new debit card issuances.
The Company recognizes this other revenue as it is earned in each period.

Cost of Revenues
Cost of revenue consists primarily of data processing expenses, interchange expenses related to online payment and ATM transactions, amortization of

acquired technology and uncollectible fees and
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customer service expenses.

The Company incurs set-up and other direct costs of implementation at the outset of certain contracts that are comprised primarily of employee labor
costs. These costs are directly related to a contract and are thus deferred and amortized to costs of revenue over the expected term of the contract, which is
generally three to five years. In instances where a client terminates its contract before the end of the expected term of the contract, the Company modifies the
amortization period of the deferred costs of the related contract to equal the remaining period of time until termination of the service. See Note 5 for further
information.

Stock-based Compensation
The Company accounts for stock-based compensation expense in accordance with FASB ASC 718, “ Compensation – Stock Compensation” (“ASC

718”) (Prior authoritative literature: Staff Accounting Bulletin (“SAB”) No. 110, “ Share-Based Payment”) which requires the measurement and recognition
of compensation expense for share-based awards based on the estimated fair value on the date of grant. The fair value of each option is estimated on the date of
grant using the Black-Scholes option-pricing model with the following assumptions for stock options granted during the years ended December 31, 2008,
2009 and 2010:
 

   2008   2009   2010
Expected term   6.3 - 6.5 years   5.8 - 6.3 years   6.2 - 6.3 years
Expected volatility   40.2%   50.7%   51.0% - 51.9%
Risk-free rate   2.4% - 3.4%   2.2% - 3.2%   1.5% - 3.0%
Expected dividends   None   None   None

Expected term — This is the period of time that the equity grants are expected to remain outstanding. The Company calculates the expected life of the
options using the “simplified method” as prescribed under the provisions of ASC 718. The simplified method was used because sufficient historical exercise
data necessary for the Company to provide a reasonable basis to estimate the expected term does not exist. The Company generally uses the midpoint between
the end of the vesting period and the contractual life of the grant to estimate option exercise timing. The simplified method was applied for all options granted
during 2008, 2009 and 2010.

Expected volatility — Volatility is a measure of the amount by which a financial variable such as a share price has fluctuated (historical volatility) or is
expected to fluctuate (expected volatility) during a period. The Company based its estimated volatility on the historical volatility of a peer group of publically
traded companies which includes companies that are in the same industry or are competitors.

Risk-free rate — This is the average U.S. Treasury rate at the time of grant having a term that most closely approximates the expected term of the option.

Dividend yield — The Company has never declared or paid dividends on its common stock and does not anticipate paying dividends in the foreseeable
future.

Restricted stock is a stock award that entitles the holder to receive shares of the Company’s common stock as the award vests over time. The fair value
of each restricted stock award is estimated using the intrinsic value method which is based on the fair market value price on the date of grant.
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Compensation expense for restricted stock awards is recognized ratably over the vesting period on a straight-line basis.

Basic and Diluted Net Income Available to Common Stockholders per Common Share
Net income per common share reflects application of the two class method. In a hypothetical distribution, all classes of preferred stock, until their

conversion into common stock upon the Company’s initial public offering, would have participated pro rata in dividends if and when the Company declared
a dividend. Therefore, the two class method of calculating basic net income per common share has been applied. Basic net income per common share excludes
dilution for potential common stock issuances and is computed by dividing net income available to common stockholders by the weighted-average number of
common shares outstanding for the period. Diluted net income per common share reflects the potential dilution that could occur if securities or other contracts
to issue common stock were exercised or converted into common stock. For the calculation of diluted net income per common share, the basic weighted-average
number of shares is increased by the dilutive effect of stock options using the treasury-stock method. The treasury-stock method assumes that the options or
warrants are exercised at the beginning of the year (or date of issue if later), and that the company uses those proceeds to purchase common stock for the
treasury. As discussed in Note 11, on June 22, 2010, the Company consummated an initial public offering of common stock. Upon completion of the initial
public offering, all classes of preferred stock converted to common shares. As a result, the two class method does not apply to the period following the initial
public offering.

The following table provides a reconciliation of the numerators and denominators used in computing basic and diluted net income available to common
stockholders per common share:
 

   2008   2009    2010  
Net income (loss) available to common shareholders:      
Basic   $ (74,366)  $ 2,742    $ 16,149  
Participating securities    —      11,477     8,910  
Diluted   $ (74,366)  $ 14,219    $ 25,059  
Weighted average shares outstanding:      
Basic    10,306,392    9,298,131     33,395,310  
Stock awards    —      43,852,759     23,907,533  
Diluted    10,306,392    53,150,890     57,302,843  
Net income (loss) per common share:      
Basic   $ (7.22)  $ 0.29    $ 0.48  
Diluted    (7.22)   0.27     0.44  
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The dilutive effect of restricted stock and options of 50,469,480, 5,149,209 and 2,638,703 were not included in the computation of diluted net income
(loss) per common share for the years ended December 31, 2008, 2009 and 2010, respectively. The stock options were not included as their effect would be
anti-dilutive. The restricted stock was not included as all necessary conditions have not been satisfied by the end of the period.

Comprehensive Net Income
Comprehensive net income includes net income, combined with any unrealized gains and losses not included in earnings and reflected as a separate

component of stockholders’ equity. There were no differences between net income and comprehensive net income for the years ended December 31, 2008, 2009
and 2010.

Segment Information
The Company currently operates in one business segment, namely, providing technology and payment services to the higher education industry. The

Company provides products and services to two distinct, but related target markets, higher education institutions and their students. The Company is not
organized by market and is managed and operated as one business. A single management team that reports to the chief operating decision maker
comprehensively manages the entire business. The Company does not operate any material separate lines of business or separate business entities with respect
to its products or product development. Accordingly, the Company does not accumulate discrete financial information with respect to separate product lines
and does not have separately reportable segments as defined by FASB ASC 280, “ Segment Reporting”. All of the Company’s material identifiable assets are
located in the United States.

Reclassifications
Certain amounts in the prior year consolidated financial statements have been reclassified to be comparable with current year presentation. These

reclassifications have had no effect on total assets, net income or net equity. Also refer to Note 19 for information regarding a revision to our account revenue
and cost of revenue.

Recent Accounting Pronouncements
In October 2009, the FASB issued Accounting Standards Update (“ASU”) No. 2009-13 “ Multiple-Deliverable Revenue Arrangements .” This ASU

establishes the accounting and reporting guidance for arrangements including multiple revenue-generating activities. This ASU provides amendments to the
criteria for separating deliverables, measuring and allocating arrangement consideration to one or more units of accounting. The amendments in this ASU also
establish a selling price hierarchy for determining the selling price of a deliverable. Significantly enhanced disclosures are also required to provide information
about a vendor’s multiple-deliverable revenue arrangements, including information about the nature and terms, significant deliverables, and its performance
within arrangements. The amendments also required providing information about the significant judgments made and changes to those judgments and about
how the application of the relative selling-price method affects the timing or amount of revenue recognition. The amendments in this ASU are effective
prospectively for revenue arrangements entered into or materially modified in the fiscal years beginning on or after June 15, 2010.
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The Company will adopt this standard on January 1, 2011 and it is not expected that the standard will have a material impact on our results of operations,
cash flows or financial position.

In October 2009, the FASB issued ASU No. 2009-14, “ Certain Revenue Arrangements That Include Software Elements .” This ASU changes the
accounting model for revenue arrangements that include both tangible products and software elements that are “essential to the functionality,” and scopes these
products out of current software revenue guidance. The new guidance will include factors to help companies determine what software elements are considered
“essential to the functionality.” The amendments will now subject software-enabled products to other revenue guidance and disclosure requirements, such as
guidance surrounding revenue arrangements with multiple-deliverables. The amendments in this ASU are effective prospectively for revenue arrangements
entered into or materially modified in the fiscal years beginning on or after June 15, 2010. The Company will adopt this standard on January 1, 2011 and it is
not expected that the standard will have a material impact on our results of operations, cash flows or financial position.

In April 2010, the FASB issued ASU No. 2010-17, “Milestone Method of Revenue Recognition,”  which indicates the criteria that should be met for
determining whether the milestone method of revenue recognition is appropriate. Companies can recognize consideration that is contingent upon achievement of
a milestone in its entirety as revenue in the period in which the milestone is achieved only if the milestone meets all criteria to be considered substantive. This
ASU is effective for fiscal years beginning after June 15, 2010. The Company will adopt this standard on January 1, 2011 and it is not expected that the
standard will have a material impact on our results of operations, cash flows or financial position.

3. Acquisitions
Intellectual Property Acquisition

On June 9, 2008 HOI entered into a purchase agreement with Educard, LLC, a business in the financial services industry to purchase certain intangible
assets including all intellectual property and contract rights. Also entered into on June 9, 2008 with Evisions, Inc., the parent company of EduCard, LLC,
was an integration and marketing agreement between Evisions, Inc. and HOI whereby Evisions, Inc. provided a software integration engine and is to provide
technical and marketing support to HOI for a term of five years. Non-compete agreements were also executed between certain key individuals of Educard, LLC
for a term of five years.

The purchase price of $1,500 in consideration of these intangible assets was divided into two payments. An initial payment of $1,000 was paid at
closing and a second milestone payment of $500 was paid upon the successful integration of Educard, LLC’s technology with HOI’s systems. The purchase
was accounted for as an asset acquisition and the purchase price has been capitalized as an intangible asset on the accompanying consolidated balance sheet
and is being amortized over 4-5 years based on the estimated useful lives of the assets.

The purchase price was allocated between the identified intangible assets as follows:
 

Customer contracts   $ 870  
Non-compete agreements    536  
Acquired technology    94  

  $1,500  
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Also on June 9, 2008, HOI entered into a purchase agreement with one of the officers of Educard, LLC to purchase certain intellectual property owned
by this individual. The purchase price of 3,000,000 shares of common stock of the Company issued to the individual is subject to restrictions and certain
repurchase rights through December 31, 2011 based upon student enrollment at qualified educational institutions, which convert to HOI’s platform as defined
in the agreement. The Company has a right to repurchase such shares at $0.001 in the event certain milestones are not met. As specific student milestones are
met, the individual will vest in a defined number of shares, and such shares cannot be repurchased. The shares are currently being held in escrow until either
repurchased or the net distributed to the seller on January 31, 2012. Given that any consideration is contingent upon new customer generation, the Company is
accounting for the vesting of shares as a selling expense.

The Company recorded $1,240, $2,385 and $7,274 of expense associated with shares that were vested in 2008, 2009 and 2010, respectively, based on
the fair value of the shares at the time they were vested. As of December 31, 2010 1,330,533 shares were vested, while 1,669,467 remained unvested.

Informed Decisions Corporation Acquisition
On November 19, 2009 the Company entered into a Stock Purchase Agreement (“SPA”) with IDC to acquire all of the shares of outstanding capital

stock of IDC. The total initial purchase price was $27,489. The purchase price was comprised of cash paid of $17,889, excluding cash acquired, and an
acquisition payable of $9,600. The Company incurred related transaction costs of approximately $125 which were expensed to general and administrative
expense. Acquisition related transaction costs include legal fees directly related to the acquisition. Pursuant to the SPA, the Company is required to pay initial
post-closing payments of $10,000. The initial post-closing payments called for four quarterly payments of $1,750 each on or before
March 31, June 30, September 30 and December 31, 2010. A final post-closing payment of $3,000 was to be paid on or before December 31, 2010, but is
subject to an escrow deposit reduction in regard to any applicable indemnification adjustments. After making the post-closing payment on March 31, 2010 of
$1,750, the remaining amount due was placed into an escrow account. See Notes 4, 10 and 16 for further information.

IDC, renamed to Higher One Payments, Inc. (“HOPI”) upon the acquisition, conducts business as CASHNet and provides payment services to higher
education institutions. Management believes that the acquisition of IDC will allow the Company to cross-sell its products to acquired IDC customers, thereby
resulting in greater market penetration and increased revenue growth.

The acquisition was accounted for under the purchase method of accounting in accordance with the Business Combinations topic of the FASB
Accounting Standards Codification. Assets acquired and liabilities assumed were recorded at their fair values as of November 19, 2009.

The Company has included the financial results of HOPI in its consolidated financial statements beginning November 20, 2009.

Under the acquisition method of accounting, the total fair value of consideration transferred was allocated to IDC’s net tangible and intangible assets
based on their estimated fair values as of November 19, 2009. The excess of the fair value of consideration transferred over the fair value of the net tangible
and identifiable intangible assets was recorded as goodwill. The fair values of the intangible assets acquired and the deferred revenue assumed was based upon
a third party valuation, which was
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based on estimates and assumptions that are subject to change. The fair value of consideration transferred was allocated as follows:
 

   
November 19,

2009  
Assets acquired:   
Cash and cash equivalents   $ 1,346  
Accounts receivable    1,686  
Prepaid and other assets    984  
Fixed assets    102  
Deferred tax assets, net    619  
Deferred deployment costs    2,549  
Intangible assets    20,880  
Goodwill    15,830  

Total assets acquired   $ 43,996  

Liabilities assumed:   
Accounts payable and accrued liabilities    2,321  
Deferred revenue    6,310  
Deferred tax liabilities    7,876  

Total liabilities assumed   $ 16,507  
Total fair value of consideration transferred   $ 27,489  

Definite-lived intangible assets of $20,880 consist of the value assigned to IDC’s customer relationships of $10,160, developed software of $6,790,
trademarks of $450 and the non-competes between the Company and the two former shareholders of IDC of $3,480. These intangible assets, other than the
non-compete agreements, are not deductible for tax purposes.

As of the date of acquisition, IDC maintained relationships with over 200 active customers. The majority of these customer relationships are contractual
in nature and it has been determined that the customer relationships meet the separability criterion of ASC 805. The value assigned to IDC’s customer
relationships was determined by utilizing the direct method of the Income Approach to valuation, whereby after-tax cash flows attributable to the existing
customer relationships were examined. A discounted cash flow analysis was performed whereby the expected cash flows of the acquired customers were
estimated assuming an attrition rate based on the average life of a customer. The present value of the cash flows was added to the present value of the related tax
shield associated with the customer relationships’ amortization to determine the fair value of the customer relationships. The estimated cash flows were based
on revenues for those existing customers net of operating expenses and net of contributory asset charges associated with servicing those customers. The
projected revenues were based on existing recurring subscription revenues, revenue associated with the deployment of subscription backlog, additional sales of
add- on modules and new products to be developed and adopted by existing customers. Operating expenses were estimated based on the supporting
infrastructure expected to sustain the assumed revenue streams. Net contributory asset charges were based on the estimated fair value of those assets that
contribute to the generation of the estimated cash flows and estimated to be 8% of gross revenue. A discount rate of 23% was deemed appropriate for valuing the
existing customer base. The Company amortizes the value of IDC’s customer relationships on a straight-line basis over an
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estimated useful life of ten years.

The value assigned to IDC’s developed software was determined by utilizing the relief from royalty method of the Income Approach to valuation,
whereby the net cash flows generated by the sales revenue, license income, or royalty income associated with the distribution of the software system in the
marketplace was projected. The relief from royalty method was used to estimate the cost savings that accrue to the owner of the intangible asset who would
otherwise have to pay royalties (or license fees) on revenue earned through use of the asset. The royalty rate used in the analysis was based on an analysis of
empirical, market-driven royalty rates for comparable or guideline intangible assets. In the case of product software, revenues are projected over the expected
remaining economic life of the software. The market-derived royalty rate is then applied to estimate the royalty savings. The net after-tax royalty savings are
calculated for each year in the remaining economic life of the software and then discounted to a present value, as in the discounted cash flow method. A
discount rate of 23% was deemed appropriate for valuing developed software and was based on the risks associated with the respective cash flows. The
Company amortizes the developed software on a straight-line basis over an estimated useful life of seven years.

The value assigned to IDC’s trademarks was determined by utilizing the relief from royalty method of the Income Approach to valuation, whereby net
after–tax royalty savings are calculated for each year in the remaining economic life of the trademarks and then discounted to a present value, as in the
discounted cash flow method. The trademarks are comprised of “CASHNet” and “CASHNet Business Offices”. Service marks include “CASHNet” and
“CASHNet…any payment, anytime, anywhere”. The royalty rate of 0.5% used to value the trademarks was based on estimates of prevailing royalty rates
paid for the use of similar trademarks in arm’s-length licensing transactions of companies that operate in related industries. A discount rate of 23% was
deemed appropriate for valuing IDC’s trademarks and was based on the risks associated with the respective royalty savings. The Company amortizes the
trademarks on a straight-line basis over an estimated useful life of ten years.

Upon close of the acquisition, the Company also entered into two separate five year non-compete agreements with each of the former shareholders of
IDC. The value assigned to IDC’s non-compete agreements was determined by utilizing the discounted cash flow method of the Income Approach to valuation,
whereby a comparative discounted cash flow analysis was completed. In the analysis, the expected cash flows of IDC were estimated assuming the covenant
not to compete is executed and was then compared to the diminished cash flows assuming the covenant not to compete was absent whereby the company is
assumed to be “impaired” by the competition and solicitation of the covenantor for the term of the covenant. The difference in the present value of the cash
flows under the two scenarios is then probability weighted (based on the likelihood of the covenantor competing and soliciting) and added to the present value
of the related tax shield associated with the covenant’s amortization to determine the fair value of the covenant. A discount rate of 23% was deemed appropriate
for valuing the covenants not to compete. The Company amortizes the value of IDC’s non-competes on a straight-line basis over the actual term of the
agreement of five years.

Of the total purchase price, approximately $15,830 has been allocated to goodwill. Goodwill represents the excess of the fair value of consideration
transferred of an acquired business over the fair value of the net tangible and intangible assets acquired. Goodwill exists in the transaction as a result of value
beyond that of the tangible and other intangible assets, attributable to synergies that exist in the combined business. Goodwill is not deductible for tax
purposes.
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IDC does not constitute a separate operating segment under the guidance of ASC 280. The Company’s strategy is to fully integrate the payment services
business into the Company’s existing business and combine the various functions of the former IDC business with the Company’s operations. The Company
has also concluded that its operating segment is a single reporting unit. The Company’s single operating segment does not have any components that constitute
a separate business for which discrete information will be available. The Company plans to operate the combined enterprise as one integrated business under
which each legacy business will lose its individual historical characteristics. Accordingly, the goodwill arising from the acquisition will be assigned to the
Company’s single operating segment and single reporting unit.

As a result of the IDC acquisition, the Company recorded tax deferred liabilities of $7,876 resulting primarily from the acquired intangible assets
which have no tax basis. The deferred tax liabilities are offset by approximately $619 in net deferred tax assets that relate primarily to federal and state net
operating losses and certain amortization and depreciation expenses.

Deferred Revenue
In connection with the purchase price allocation, the estimated fair value of the support obligation assumed from IDC in connection with the acquisition

was determined utilizing a cost build-up approach. The cost build-up approach determines fair value by estimating the costs relating to fulfilling the obligation
plus a normal profit margin. The sum of the costs and operating profit approximates the amount that the Company would be required to pay a third party to
assume the support obligation. Estimated costs to fulfill the support obligation, including cost of sales, administrative expenses and expected income taxes,
were based on IDC’s historical and projected financial ratios and the guideline public company financial ratios. These estimated costs did not include any
costs associated with selling efforts. Profit associated with selling efforts is excluded because IDC had concluded the selling effort on the contracts prior to
November 19, 2009. As a result, in allocating the purchase price, the Company recorded an adjustment to reduce the carrying value of IDC’s November 19,
2009 deferred revenue to $6,310 which represents the Company’s estimate of the fair value of the service obligation assumed. As former IDC customers renew
these annually billed service contracts, the Company will recognize revenue for the full value of the service contracts over the remaining term of the contracts.

Pro Forma Financial Information (Unaudited)
The financial information in the table below summarizes the combined results of operations of HOH and IDC on a pro forma basis, as though the

companies had been combined as of the beginning of the period presented. The pro forma financial information is presented for informational purposes only
and is not indicative of the results of operations that would have been achieved if the acquisition had taken place at the beginning of each of the periods
presented. The pro forma financial information for all periods presented also includes amortization expense from acquired intangible assets, adjustments to
interest expense, interest income and related tax effects.

The pro forma financial information for the year ended December 31, 2009 combines the historical results for the Company for the year ended
December 31, 2009 and the historical results for IDC for the period from January 1, 2009 to November 19, 2009. The information required to provide pro
forma disclosure for the year ended December 31, 2008 was not available to the Company.
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   2009  
Total revenues   $92,549  
Net income    12,275  
Basic net income per common share    0.25  
Diluted net income per common share    0.23  

4. Restricted Cash
On June 22, 2010, HOI provided notice and a certificate of claim for indemnity to the former stockholders of IDC under the Stock Purchase Agreement

arising from certain misrepresentations and breaches of warranty. At the same time, HOI deposited an amount of $8,250, equal to the remaining balance of the
acquisition payable, with an escrow agent. The funds held in escrow are shown on the accompanying balance sheet as restricted cash pending resolution of the
outstanding claims. See Note 16 for additional discussion of the indemnity claim made by HOI and the complaint filed by the former stockholders of IDC.

5. Deferred Costs
Deferred costs consist of the following:

 
   December 31,  
   2009   2010  
   (In thousands)  
Deferred implementation costs   $ 8,664   $ 9,788  
Deferred financing costs    365    222  
Other deferred costs    250    —    
Less: Accumulated amortization    (3,947)   (6,228) 

  $ 5,332   $ 3,782  

For the years ended December 31, 2008, 2009 and 2010, the Company deferred $1,669, $2,008, and $1,308 respectively, of such costs. Amortization
of deferred costs for the years ended December 31, 2008, 2009 and 2010 was $739, $1,583 and $2,538, respectively. Amortization of deferred financing
costs is charged to interest expense. Amortization of other deferred costs is charged to cost of revenue.

6. Fixed Assets
Fixed assets consist of the following:

 
   Estimated

Useful Life
(in years)  

  December 31,  

     2009    2010  
Computers and software    7    $2,491    $4,549  
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Equipment    7     3,589    6,508  
Furniture and fixtures    5     396    481  
Leasehold improvements    5     —      376  
Assets under construction      645    2,529  

     7,121    14,443  
Less: Accumulated depreciation and amortization      (2,900)   (4,524)

    $ 4,221   $9,919  

Depreciation and amortization of fixed assets for the years ended December 31, 2008, 2009 and 2010 was $637, $883 and $1,684, respectively.

7. Goodwill and Intangible Assets
Goodwill and intangible assets consist of the following:

 

   

Weighted
Average

Amort. Period   December 31,  
   (in years)    2009   2010  
Goodwill     $ 15,058   $ 15,830  
Acquired technology    7    $ 6,883   $ 6,883  
Internal use software    3     422    422  
Contracts and customer lists    10     11,031    11,031  
Trademarks and domain names    10     450    450  
Covenants not to compete    5     4,016    4,016  

     22,802    22,802  
Less: Accumulated amortization      (1,276)   (4,346)
Intangible assets, net     $21,526   $18,456  

Intangible assets from acquisitions are amortized over five to ten years. Amortization expense related to intangible assets was approximately $153,
$710 and $3,070 for the years ended December 31, 2008, 2009 and 2010, respectively. Amortization related to internal use software is expensed to cost of
service revenues, while amortization of other intangibles is expensed to general and administrative expenses. Amortization expense for the years ended
December 31, 2011, 2012, 2013, 2014 and 2015 is expected to be approximately $3,070, $2,949, $2,783, $2,644 and $2,031, respectively.

The goodwill balance increased during the year ended December 31, 2010 as a result of an adjustment to deferred income taxes.

8. Provision for Operational Losses
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Activity in the provision for operational losses for each of the last three years is as follows:
 

 
  December 31,  
  2008   2009   2010  

(Prepayment of) reserve for operational losses, beginning   $ (546)  $ 201   $ 533  
Provision for operational losses    4,608    5,492    7,197  
Payments to third party for losses, net of recoveries    (3,861)   (5,160)   (9,600)
(Prepayment of) reserve for operational losses, ending   $ 201   $ 533   $ (1,870) 

The balance as of December 31, 2008 and 2009 is included within accrued expenses on the accompanying consolidated balance sheets. The balance as
of December 31, 2010 is included within prepaid expenses and other current assets on the accompanying balance sheet.

9. Accrued Expenses
Accrued expenses consist of the following:

 
   December 31,  
   2009    2010  
Compensation and benefits   $ 3,312    $ 5,066  
Bank and payment processing expenses    1,626     2,167  
Data processing    1,061     1,487  
Reserve for operational losses    533     —    
Other    2,163     3,066  

  $8,695    $11,786  

10. Credit Facilities and Acquisition Payable
Credit Facilities
August 2008 Facility

In August 2008, HOI entered into a credit agreement with two lenders for a revolving loan facility and such agreement was amended in July 2009 and
November 2009 (the “August 2008 Facility”). The August 2008 Facility permitted up to $25,000 in borrowings and matured on December 31, 2010. There
was no amount outstanding at maturity of the August 2008 Facility. The August 2008 Facility also provided for a letter of credit facility of $3,000 and
permitted acquisitions up to an aggregate of $2,000. The loan was guaranteed by HOH and HOMI and was collateralized by a negative pledge of the intellectual
property of the Company, including issued and applied for patents and trademarks and the issued and outstanding capital stock of HOI. The August 2008
Facility carried certain financial covenants that dictated the availability of funds on the line of credit, including (1) maintenance of a minimum level of
liquidity which is defined as cash and marketable securities plus the amount by which availability under
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the loan facility exceeds amounts borrowed, (2) a funded debt to EBITDA ratio, (3) an interest coverage ratio and (4) a debt service coverage ratio.

Amounts borrowed under the August 2008 Facility bore interest based on LIBOR, plus an interest rate margin based upon a funded debt to EBITDA
ratio. At December 31, 2009, the interest rate on the revolving loan facility was 1.9%, respectively.

The agreement required (1) a minimum liquidity level of $2,500 for the period of October 1, 2009 through December 31, 2009 and then a minimum
liquidity level to $5,000 through the maturity date, (2) a funded debt to EBITDA ratio of no more than 2.0 to 1.0, (3) an interest coverage ratio of a minimum
of 3.5 to 1.0 and (4) a minimum debt service coverage ratio of 1.25 to 1.00. As of December 31, 2009 and 2010, the Company was in compliance with each
loan covenant.

The Company incurred financing costs of $208 and $157 in 2008 and 2009, respectively, relating to the August 2008 Facility and amendments. These
financing costs were included in deferred costs on the accompanying consolidated balance sheet. The deferred financing costs were amortized over the term of
the loan through December 31, 2010. For the years ended December 31, 2009 and 2010, $113 and $204 of deferred financing costs were amortized to expense.

December 2010 Facility
On December 31, 2010, HOI entered into a new senior secured revolving credit facility in an amount of $50,000 (the “December 2010 Facility”). The

December 2010 Facility provides for a letter of credit facility of up to $3,000 and includes certain restrictions on the amount of acquisitions the Company may
complete. Each of HOH, HOMI, HOPI, Real Estate Inc. and Real Estate LLC (together with HOI, the “Loan Obligors”) is a guarantor of HOI’s obligations
under the December 2010 Facility.

The December 2010 Facility is secured by a perfected first priority security interest in all of the capital stock of Higher One, Inc. and its subsidiaries,
and substantially all of each Loan Obligor’s tangible and intangible assets, other than intellectual property. Each of the Loan Obligors has also granted to the
administrative agent under the December 2010 Facility a negative pledge of the intellectual property of Higher One, Inc. and its subsidiaries including patents
and trademarks that are pending and acquired in the future.

At the Company’s option, each advance under the December 2010 Facility accrues interest on the basis of a base rate or on the basis of a one-month,
two-month or three-month Eurodollar rate, plus in either case, the Applicable Margin based on our Funded Debt to EBITDA, as each term is defined in the
December 2010 Facility, at the time each loan is made. We also pay commitment fees for the unused portion of the revolving loan on a quarterly basis equal to
the product obtained by multiplying the Applicable Margin for commitment fees by the average daily unused commitment for that calendar quarter. The
Applicable Margin for base rate advances is between (1.25%) and 0%, subject to a minimum rate of 2%, and the Applicable Margin for Eurodollar rate
advances is between 2.0% and 3.25%. The Applicable Margin for commitment fees is between 0.25% and 0.375%. The base rate is the higher of Bank of
America’s announced prime rate, the federal funds rate plus 0.50% or the Eurodollar rate plus 1.00%. Interest on Eurodollar loans is payable at the end of each
applicable interest period. Interest on base rate advances is payable quarterly in arrears.

The December 2010 Facility contains certain affirmative covenants including, among other things, covenants to furnish the lenders with financial
statements and other financial information and to provide the lenders notice of material events and information regarding collateral. The December 2010
Facility
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also contains certain negative covenants that, among other things, restrict Higher One, Inc.’s ability, subject to certain exceptions, to incur additional
indebtedness, grant liens on its assets, undergo fundamental changes, make investments, sell assets, make restricted payments, change the nature of its
business and engage in transactions with its affiliates.

In addition, the December 2010 Facility contains certain financial covenants that require Higher One, Inc. to maintain a minimum EBITDA level
measured on the prior four fiscal quarters of $50 million, a funded debt to EBITDA ratio not to exceed 2.00 to 1.00, and a fixed charge coverage ratio of at
least 1.25 to 1.00. The Company was in compliance with all of the applicable debt covenants in the December 2010 Facility as of December 31, 2010.

The Company incurred financing costs of $187 in 2010, relating to the December 2010 Facility. These financing costs are included in deferred costs on
the accompanying consolidated balance sheet.

Acquisition Payable
In November 2009 and in conjunction with the acquisition of IDC the Company incurred payment obligations totaling an amount of $10,000 to the

former shareholders of IDC. The agreement calls for four quarterly payments of $1,750 to be made on or before each quarter ended March 31, June 30,
September 30 and December 31, 2010. The agreement also calls for one final payment of $3,000 on or before December 31, 2010, subject to adjustments for
indemnification claims. The payment obligations are non-interest bearing. The acquisition payable was recorded at is fair value of $9,600 based upon an
estimated interest rate of 5.0%. The payable was accreted to its principle amount on an effective interest rate method. For the years ended December 31, 2009
and 2010 the Company recorded $40 and $360 of interest expense, respectively.

During 2010 we made one payment of $1,750 to the former shareholders of IDC and deposited the remaining $8,250 in an escrow account pending the
resolution of the legal matter described in Note 16.

11. Capital Stock
Initial Public Offering

On June 22, 2010, the Company consummated an initial public offering of 3,569,395 shares of newly issued common stock and 6,780,605 shares
offered by selling stockholders. The aggregate public offering price of the offering amount registered was $124,200 and the offering did not terminate before all
of the shares registered in the registration statement were sold. Proceeds to the Company of $37,209, net of issuance costs were used to pay outstanding
amounts on the Credit Facility, make an escrow payment of $8,250 related to the acquisition payable described in Note 10 above and fund working capital.
The Company did not receive any of the proceeds from the sale of shares by the selling stockholders.

Upon consummation of the Company’s initial public offering, 417,049 shares of Series A convertible preferred stock outstanding, 1,086,784 shares of
Series B convertible preferred stock outstanding, 2,522,554 shares of Series C convertible preferred stock outstanding, 2,180,633 shares of Series C-1
convertible preferred stock outstanding, 1,313,604 shares of Series D convertible preferred stock outstanding and 5,454,545 shares of Series E convertible
preferred stock outstanding were converted into 38,925,507 shares of common stock after giving effect to the 3-for-1 stock split discussed below. Following
the consummation of the offering, there were no shares of preferred stock outstanding.

Common Stock
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In connection with the initial public offering, the Company effected a 3-for-1 stock split of the outstanding shares of its Common Stock that was
previously approved by stockholders. All common share amounts and per common share amounts have been adjusted in the financial statements for all
periods presented. The Company is authorized to issue up to 200,000,000 shares of Common Stock with a par value of $.001 per share. Each share of
Common Stock entitles the holder to one vote on all matters submitted to a vote of the Company’s stockholders. Common stockholders are not entitled to
receive dividends unless declared by the Board of Directors.

Common stockholders are not entitled to receive dividends unless declared by the Board of Directors. Any such dividends would be subject to the
preferential dividend rights of the preferred stockholders. If such a dividend is declared, then the Board of Directors shall declare at the same time a dividend
upon the outstanding shares of Preferred Stock as if the Preferred Stock had converted to Common Stock.

Convertible Preferred Stock
The Company is authorized to issue 20,000,000 shares of Preferred Stock with a par value of $.001 per share. Convertible preferred stock consisted of

the following classes as of December 31, 2009:
 

Series A, $.001 par value; 1,012,314 shares authorized; 417,049 shares issued and
outstanding for (liquidation preference of $254)   $ 313  

Series B, $.001 par value; 1,622,078 shares authorized; 1,086,784 shares issued and
outstanding (liquidation preference of $869)    882  

Series C, $.001 par value; 4,315,216 shares authorized; 2,522,554 shares issued and
outstanding (liquidation preference of $2,523)    3,478  

Series C-1, $.001 par value; 3,250,000 shares authorized; 2,180,633 shares issued and
outstanding (liquidation preference of $4,361)    2,085  

Series D, $.001 par value; 3,999,999 shares authorized; 1,313,604 shares issued and
outstanding (liquidation preference of $4,598)    2,254  

Series E convertible participating preferred stock, $.001 par value; 5,454,545 shares
authorized; 5,454,545 shares issued and outstanding (liquidation preference of
$41,543)    71,942  

  $80,954  

On August 26, 2008, the Company issued 5,454,545 shares of Series E Convertible Preferred Stock (“Series E Preferred Stock”) at $13.75 per share
for $71,942, net of issuance costs of $3,058.

As of December 31, 2010, no shares of preferred stock were outstanding.

12. Repurchase of Shares
During 2008, the Company used the proceeds of the August 2008 credit agreement (Note 10) and the Series E financing (Note 11) to affect a repurchase

of certain of the Company’s outstanding equity instruments. All shareholders received a tender offer notification that indicated the Company’s intent to
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repurchase a specified percentage of the outstanding shares, for a limited time, at the election of the holder.

On August 26, 2008, the Company completed a tender offer, repurchasing 2,806,344 shares of the Company’s issued Common Stock for a repurchase
cost of $12,762. As a result of the tender offer 999,573 Common Stock options and 75,000 Common Stock warrants were simultaneously exercised, and
Common Stock was issued and tendered for a repurchase cost of $4,581 and $330, respectively. All of the repurchased shares were cancelled upon tender.

In conjunction with the tender offer, the Company also repurchased 595,265 shares of Series A Preferred Stock, 535,294 shares of Series B Preferred
Stock, 1,777,662 shares of Series C Preferred Stock, 1,069,162 shares of Series C-1 Preferred Stock and 2,681,282 shares of Series D Preferred Stock
Preferred Stock pursuant to a tender offer. The total repurchase cost of the tendered preferred shares was $88,774. 4,500 shares of Series C warrants were
simultaneously exercised, issued and tendered for a purchase cost of $59. The tender offer payments served to reduce Common and Preferred Stock and
additional paid-in capital to the extent of original issuance price. The difference between the original issuance price and the tender price was $93,933 in
aggregate and was deducted from additional paid in capital and retained earnings, and resulted in an accumulated deficit for the year ended December 31,
2008.

13. Warrants
A summary of the Company’s warrant activity for the years ended December 31, 2008 and 2009 is as follows:

 
   Preferred Stock    Common Stock  

   

Number
of

Warrants   

Weighted
Average
Exercise

Price    

Number
of

Warrants   

Weighted
Average
Exercise

Price  
Outstanding at December 31, 2007    189,000   $ 1.00     75,000   $ 0.33  

Exercised    (178,500)   1.00     (75,000)   0.33  
Outstanding at December 31, 2008    10,500   $ 1.00     —     $ —    

Forfeited / Canceled    (10,500)   1.00     —      —    
Outstanding at December 31, 2009    —     $ —       —     $ —    

There were no warrants outstanding or exercisable during 2010.

Effective January 1, 2006, the Company adopted new guidance under ASC Topic 480, “Distinguishing Liabilities From Equity” . This guidance
addresses whether warrants on shares classified outside of permanent equity should be reflected as liabilities. The impact to the Company was to classify its
preferred stock warrants as liabilities because such instruments embody an obligation to transfer assets. Upon adoption of this guidance the warrants were
recorded as a liability at their estimated fair value of $397. Subsequent to adoption, the warrants are measured at fair value each period with changes in fair
value recognized in earnings. For the year ended December 31, 2008 the Company recognized a charge of $55 for the change in fair value of the warrants.
Effective August 26, 2008, the Company changed its Articles of Incorporation which caused its preferred stock to be classified as permanent
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equity, which resulted in the remaining warrant carrying value of $134 being reclassified from liabilities to equity.

14. Stock Based Compensation
The Company’s Board of Directors adopted the 2000 Stock Plan (the “2000 Plan”) on April 20, 2000. The Plan, as amended, permitted the granting of

stock options and restricted stock to employees and directors not to exceed in the aggregate 11,400,000 shares of Common Stock. Such options expire ten years
from the date of grant and options are no longer able to be granted under the 2000 Plan. On March 26, 2010, the Company’s Board of Directors adopted the
2010 Equity Incentive Plan (the “2010 Plan”). The 2010 Plan permits the granting of stock options, restricted stock and other stock-based awards to
employees and directors not to exceed in the aggregate 4,860,000 shares of Common Stock. Options for the Company’s employees under the 2000 Plan and
2010 Plan vest over periods ranging from one month to five years, with the majority vesting as follows: one-fifth of the granted options vest one year from the
date of grant; the remaining four-fifths vest at a rate of 1/48 per month over the remaining four years of the vesting period. The Company grants primarily
incentive stock options, but occasionally grants nonqualified stock options to key members of management.

As of December 31, 2010, 6,736,743 and 4,858,250 shares of common stock were reserved under the 2000 Plan and 2010 Plan, respectively, of which
4,289,250 remain available for grant under the 2010 Plan.

A summary of stock option and restricted stock activity under the Company’s stock plan for the years ended December 31, 2008, 2009 and 2010, and
changes during the years then ended are as follows:
 

   Stock Options    Restricted Stock  

   Shares   

Weighted
Average
Exercise

Price    Shares   

Weighted
Average

Grant Stock
Price  

Outstanding at December 31, 2007    7,543,752   $ 0.64     —     $ —    
Granted    1,842,000    4.48     
Exercised    (1,403,733)   0.34     
Forfeited / Canceled    (201,603)   1.93     

Outstanding at December 31, 2008    7,780,416   $ 1.57     —     $ —    
Granted    1,241,250    7.97     43,344    10.80  
Exercised    (498,480)   0.42     
Forfeited / Canceled    (59,754)   3.51     

Outstanding at December 31, 2009    8,463,432   $ 2.57     43,344   $ 10.80  
Granted    630,750    14.48     —      —    
Exercised    (1,337,567)   0.81     (10,833)(1)   10.80  
Forfeited / Canceled    (450,872)   8.03     —      —    
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Outstanding at December 31, 2010    7,305,743    $3.58     32,511    $10.80  
Intrinsic value         

Shares outstanding   $ 121,627      $ 658    
Shares vested    94,922        

 
(1) Represents restricted stock vested

The weighted-average grant-date fair value of options granted during the years ended December 31, 2008, 2009 and 2010 was $2.02, $4.12 and $7.58,
respectively. The weighted-average grant-date fair value of options vested during the years ended December 31, 2008, 2009 and 2010 was $0.44, $1.25 and
$2.28. The total grant-date fair value of options vested during the years ended December 31, 2008, 2009 and 2010 was $374, $1,450 and $2,545,
respectively. The weighted-average grant-date fair value of options forfeited in 2008, 2009 and 2010 was $0.84, $1.71 and $4.11, respectively.

The following table summarizes information about stock options outstanding at December 31, 2010:
 
   Options Outstanding    Options Exercisable  

Range of
Exercise
Price   

Number
Outstanding    

Weighted
Average

Remaining
Contractual
Life (in years)   

Weighted
Average
Exercise

Price    
Number

Exercisable    

Weighted
Average

Remaining
Contractual
Life (in years)   

Weighted
Average
Exercise

Price  

$0.13-0.33    2,020,156     1.9    $ 0.23     2,020,156     1.9    $ 0.23  
0.34-0.99    1,055,750     4.7     0.61     1,039,475     4.7     0.60  
1.00-1.99    504,885     6.1     1.34     439,235     6.1     1.34  
2.00-3.99    670,604     7.0     2.76     465,329     6.9     2.72  
4.00-6.00    2,056,498     7.9     4.69     1,048,040     7.8     4.63  
10.00-13.99    796,100     9.1     12.20     154,249     9.0     11.70  
14.00-22.00    201,750     9.7     15.79     500     9.8     16.66  

   7,305,743     5.7    $ 3.58     5,166,984     4.7    $ 1.86  
            

The total intrinsic value, the amount by which the stock price exceeds the exercise of the option on the date of exercise, of stock options exercised for the
years ended December 31, 2008, 2009 and 2010 was $5,713, $4,037 and $17,550, respectively.

The compensation expense that has been recognized in the consolidated statements of operations for the Company’s stock plans for the years ended
December 31, 2008, 2009 and 2010 was $498, $1,387 and $2,913, respectively.
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As of December 31, 2010, the total compensation cost related to non-vested options and restricted stock not yet recognized in the consolidated financial
statements is approximately $7,315, net of estimated forfeitures. The cost is expected to be recognized through December 2015 with a weighted average
recognition period of approximately 3.4 years.

The total income tax benefits recognized in the consolidated statements of operations for the years ended December 31, 2008, 2009 and 2010 were
approximately $1,440, $152 and $71, respectively.

15. Income Taxes
The components of income tax expense for the years ended December 31, 2008, 2009 and 2010, were as follows:

 
   2008   2009   2010  
Current income tax (benefit) expense     

Federal   $1,512   $ 8,276   $ 17,035  
State and local    227    375    1,619  
Total    1,739    8,651    18,654  

Deferred income tax expense (benefit)     
Federal    1,827    (677)   (3,082)
State and local    (19)   (49)   (84)
Total    1,808    (726)   (3,166)

Income tax expense   $ 3,547   $7,925   $ 15,488  

The reconciliation of expected income tax expense at the statutory federal income tax rate to the effective income tax rate is as follows:
 

   2008   2009   2010  
Expected federal income tax expense   $ 3,374   $ 7,750   $14,191  
Non-deductible expenses    12    251    496  
State tax expense, net of federal tax effect    159    201    968  
Federal credits    (11)   (141)   (98) 
Warrant fair value adjustment    19    —      —    
Other    (6)   (136)   (69) 

  $3,547   $7,925   $15,488  

Deferred tax (liabilities) assets reflect the net tax effects of temporary differences between the carrying amount of assets and liabilities for financial
reporting purposes and the amounts used for income tax purposes. Significant components of the Company’s net deferred tax (liabilities) assets are as follows:
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   December 31,  
   2009   2010  
Gross deferred tax assets:    

Net operating losses   $ 838   $ 264  
Tax credits    618    5 9 6  
Intangibles    1,421    3,901  
Other    179    979  

   3,056    5,740  
Gross deferred tax liabilities:    

Fixed assets    (771)   (1,776) 
Intangibles    (6,972)   (6,142) 

   (7,743)   (7,918) 
Net deferred tax liabilities    (4,687)   (2,178) 
Less: valuation allowance    (597)   (700) 

  $ (5,284)  $ (2,878) 

As of December 31, 2010, the Company had approximately $9,174 of state net operating loss carry-forwards, which expire from 2020 through 2030.
The Company also has approximately $784 in state credit carry-forwards layers of which expire from 2011 to 2029. State net operating loss and credit carry-
forwards of approximately $1,199 and $137, respectively are restricted under Section 382 of the Internal Revenue Code. As of December 31, 2010, the
Company had federal net operating loss carry-forwards of approximately $214 that expire in 2022 and federal credit carry-forwards of approximately $86 that
expire from 2020 to 2023. All federal net operating loss and credit carry-forwards are restricted under Section 382 of the Internal Revenue Code. Section 382 of
the Internal Revenue Code limits the utilization of net operating losses and credits when ownership changes, as defined by that section, occur. The Company
has performed an analysis of its Section 382 ownership changes and has determined that the utilization of certain of its net operating loss and credit carry-
forwards may be limited. The Company does not expect that Section 382 will limit the utilization of the net operating or credit loss carry-forwards. Valuation
allowances have been established primarily for state tax credits and net state operating loss carry-forwards.

During the years ended December 31, 2008, 2009, and 2010, The Company recorded interest and penalties related to unrecognized tax benefits of
approximately $7, $22 and $48, respectively. Total accrued interest and penalties at December 31, 2009 and 2010 was approximately $39 and $78,
respectively. All tax years are subject to examination. The Company does not expect its unrecognized tax benefit liability to change significantly over the next 12
months.

A reconciliation of the beginning and ending amounts of unrecognized tax benefits for the years ended December 31, 2008, 2009 and 2010 are as
follows:
 

   2008    2009    2010  
Balance at January 1   $185    $363    $545  
Additions for tax positions related to the current year    178     60     40  
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Additions for tax positions of prior years    —      1    33  
Reductions for tax positions of prior years    —       (6)   —    
Settlements    —       (10)   (12) 
Acquisition of Informed Decisions Corporation    —       137    —    
Balance at December 31   $ 363    $545   $606  

The Company is subject to examination by various domestic tax authorities. The Company’s U.S. federal income tax returns are currently under audit
for the tax periods ended December 31, 2008 and 2009.

16. Commitments and Contingencies
Operating Leases

The Company leases facilities with varying terms, renewal options and expiration dates. The Company recognizes rent expense associated with operating
leases as incurred. Aggregate future minimum lease payments under non-cancelable operating leases are as follows:
 

2011   $ 843  
2012    179  
2013    187  
2014    186  
2015    189  
Thereafter    16  
Total payments   $1,600  

Rent expense under non-cancelable operating leases for the years ended December 31, 2008, 2009 and 2010 was $1,074, $1,142 and $1,036,
respectively.

Litigation and Regulatory
The Company and its subsidiaries, from time to time, are subject to litigation relating to matters in the ordinary course of business, as well as regulatory

examinations, information gathering requests, inquiries and investigations. In February 2011, the New York Regional Office of the FDIC notified the
Company that it is prepared to recommend to the Director of FDIC Supervision that an enforcement action be taken against the Company for alleged violations
of certain applicable laws and regulations principally relating to our compliance management system and policies and practices for past overdraft charging on
persistently delinquent accounts, collections and transaction error resolution. Any such enforcement action could result in an order to pay restitution and civil
money penalties. The Company is in the process of responding to the FDIC’s notification. In view of the inherent difficulty of predicting the outcome of
regulatory matters, including the FDIC notification, the Company generally cannot predict what the eventual outcome of pending matters will be, what the
timing of the ultimate resolution of these matters will be or the potential loss associated with these matters. In accordance with applicable accounting guidance,
the Company would establish an accrued liability for litigation and regulatory matters if and when those matters were to present loss contingencies that were
both probable and reasonably estimable. With respect to known contingencies, the Company believes that any ultimate
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liability resulting from such contingencies will not have a material adverse effect on the Company’s results of operations, financial position or cash flows.

On June 22, 2010, HOI provided notice and a certificate of claim for indemnity under the Stock Purchase Agreement by and among us and the former
stockholders of IDC dated November 19, 2009, arising from certain misrepresentations and breaches of warranty. At the same time, we deposited $8.25
million, equal to the remaining balance of the post-closing payments, with an escrow agent. The funds held in escrow are shown on the accompanying balance
sheet as restricted cash pending resolution of the outstanding claims.

Separately, the former stockholders of IDC filed a complaint against HOI in the United States District Court for the Northern District of California (the
“Complaint”) on July 20, 2010, disputing that misrepresentations were made and that warranties were breached; alleging breach of contract and anticipatory
breach; and seeking a declaratory judgment ordering that the post-closing payments be made in accordance with the schedule set forth in the Stock Purchase
Agreement. On October 27, 2010, HOI filed a motion to dismiss and, in the alternative, to move the action to the District of Delaware pursuant to a contractual
forum selection clause and to strike certain allegations of the complaint. On December 21, 2010, the court denied the motion as to dismissal or transfer, but
agreed to strike the former stockholders’ request for a jury trial. HOI answered the Complaint on January 14, 2011, and also alleged counterclaims for breach
of contract, negligent misrepresentation, and fraud. On February 7, 2011, the former stockholders moved to dismiss the counterclaims for fraud and
misrepresentation only. That motion is currently being litigated. HOI intends to vigorously defend against the Complaint brought against us and to vigorously
pursue its counterclaims. There can be no assurances of success in these matters. Due to the uncertainty of the outcome of HOI’s claim, HOI is unable to
estimate any potential settlement at this time and accreted interest on the acquisition payable to the original final payment due date of December 31, 2010. As of
December 31, 2010, the acquisition payable of $8,250 was recorded as a liability on the accompanying balance sheet and HOI had not recorded any potential
gain or loss in connection with this claim or Complaint.

In February 2009, HOI filed a complaint against TouchNet Information Systems, Inc., or TouchNet, in the United States District Court for the District
of Connecticut alleging patent infringement related to TouchNet’s offering for sale and sales of its “eRefund” product in violation of one of its patents. In the
complaint, HOI seeks a judgment that TouchNet has infringed its patent, a judgment that TouchNet pay damages and interest on damages to compensate HOI
for infringement, an award of HOI’s costs in connection with this action and an injunction barring TouchNet from further infringing HOI’s patent. TouchNet
answered the complaint and asserted a number of defenses and counterclaims, including that it does not infringe HOI’s patent, that HOI’s patent is invalid or
unenforceable and certain allegations of unfair competition. In addition, TouchNet’s counterclaims seek dismissal of HOI’s claims with prejudice, declaratory
judgment that TouchNet does not infringe HOI’s patent and that HOI’s patent is invalid or unenforceable, as well as an award of fees and costs related to the
action, and an injunction permanently enjoining HOI from suing TouchNet regarding infringement of HOI’s patent. The parties are currently in the discovery
stage of the proceeding. HOI intends to pursue the matter vigorously. There can be no assurances of success in these proceedings.

17. Real Estate Development Project
As of December 31, 2010, the Company has incurred approximately $2.5 million on a project to develop two existing commercial buildings located in

New Haven, Connecticut into which the Company
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expects to move at the completion of the project in 2012.

On November 9, 2010, Real Estate LLC entered into an agreement with Winchester Arms NH, LLC to develop the buildings.

Real Estate LLC signed a construction contract with John Moriarty & Associates (“Moriarty”) effective January 28, 2011, whereby Moriarty will be the
general contractor for the project.

On February 18, 2011, Real Estate LLC signed a land lease with Science Park Development Corporation, or SPDC, which owns the property on which
the two buildings reside, concerning the leasing, expansion and buyout of the land. The agreement provides for a long term lease of the land at a nominal cost
per year and includes a buyout option for a nominal amount after seven years.

18. Employee Benefit Plans
The Company has a 401(k) plan covering all employees of the Company who have met certain eligibility requirements. Under the terms of the 401(k)

plan, the employees may elect to make tax-deferred contributions to the plan. In addition, the Company will match employee contributions up to 4% of the
employee’s compensation for the full year.
 

   2008    2009    2010  
Employer Contributions to 401(k) Plan   $249    $288    $392  

19. Quarterly Results (unaudited)
The quarterly results of the Company for the year ended December 31, 2010 and 2009 are as follows:

 

   
March 31,

2010    
June 30,

2010    
September 30,

2010    
December 31,

2010  
Revenue   $ 38,870    $ 27,750    $ 38,566    $ 39,783  
Gross margin    26,331     17,351     24,176     25,266  
Income from operations    13,659     3,258     10,780     13,550  
Net income before income taxes    13,431     3,013     10,706     13,397  
Net income    8,264     1,830     6,429     8,536  
Basic net income per share    0.17     0.04     0.12     0.16  
Diluted net income per share    0.15     0.03     0.11     0.14  

   
March 31,

2009    
June 30,

2009    
September 30,

2009    
December 31,

2009  
Revenue   $ 17,670    $12,758    $ 21,102    $ 26,076  
Gross margin    12,495     7,713     14,066     16,803  
Income from operations    6,474     784     7,501     7,922  
Net income before income taxes    6,313     6 6 5     7,389     7,777  
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Net income    4,046     413     4,793     4,967  
Basic net income per share    0.09     0.01     0.10     0.10  
Diluted net income per share    0.08     0.01     0.09     0.09  

The Company has revised its consolidated statements of operations for immaterial errors for the year ended December 31, 2009 and its quarterly results
during the years ended December 31, 2009 and 2010 to increase account revenue and cost of revenue for certain interchange income which was previously
reflected as a reduction in cost of revenue, rather than as account revenue. This revision has no impact on the Company’s gross margin, net income or cash
flows. This error was inconsequential for the year ended December 31, 2008.

Account revenue and cost of revenue were each increased by $2,089 for the year ended December 31, 2009. Account revenue and cost of revenue were
each increased by $435, $294, $599 and $761 for the quarters ended March 31, 2009, June 30, 2009, September 30, 2009 and December 31, 2009,
respectively. Account revenue and cost of revenue were each increased by $1,302, $809 and $1,341 for the quarters ended March 31, 2010, June 30, 2010
and September 30, 2010, respectively. The Company has also revised its 2009 consolidated financial statements to adjust a misclassification of its deferred
tax liability at December 31, 2009.
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Independent Auditors’ Report

The Board of Directors and Stockholders
of Informed Decisions Corporation

We have audited the accompanying balance sheets of Informed Decisions Corporation dba CASHNet as of March 31, 2009 and 2008, and the related
statements of operations and retained earnings (accumulated deficit), and cash flows for the year ended March 31, 2009 and for the nine months ended
March 31, 2008. These financial statements are the responsibility of the Company’s management. Our responsibility is to express an opinion on these
financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The Company is not
required to have, nor have we been engaged to perform, an audit of the Company’s internal control over financial reporting. An audit includes consideration of
internal control over financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we express no such opinion. An audit also
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of Informed Decisions Corporation
dba CASHNet as of March 31, 2009 and 2008, and the results of its operations and its cash flows for the year ended March 31, 2009 and for the nine
months ended March 31, 2008 in conformity with accounting principles generally accepted in the United States of America.

As discussed in Note 11 to the financial statements, certain errors resulting in the understatement of deferred revenue and deferred costs as of March 31,
2009 and 2008, and overstatement of professional services and other revenue and cost of sales for the year ended March 31, 2009 and the nine months ended
March 31, 2008 were discovered by management of the Company in the subsequent period. Accordingly, the accompanying balance sheets and the related
statements of operations and retained earnings (accumulated deficit) and cash flows have been restated to correct the errors.

As described in Note 12 to the financial statements, the Company was acquired by another entity effective November 19, 2009.

/s/ Burr Pilger Mayer, Inc.
Walnut Creek, California
March 16, 2010
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March 31, 2009 and 2008
 

   
March 31, 2009

(as restated)   
March 31, 2008

(as restated)  
Assets    

Current assets:    
Cash   $ 1,542,973   $ 2,563,348  
Depository accounts, net    728,874    492,787  
Accounts receivable, net    2,456,176    1,852,881  
Inventory    7,872    7,872  
Prepaid expenses    127,035    177,135  
Deferred costs—current    669,358    293,086  
Deferred taxes—current    320,000    90,000  

Total current assets    5,852,288    5,477,109  
Property and equipment, net    111,129    111,028  
Computer software development costs, net    446,667    606,655  
Assets held for sale    225,000    225,000  
Deferred costs—long term    1,383,603    835,197  
Deferred taxes—long term    72,000    92,100  
Other assets    15,612    32,038  

Total assets   $8,106,299   $ 7,379,127  
Liabilities and Stockholders’ Equity (Deficit)    

Current liabilities:    
Accounts payable   $ 158,965   $ 148,365  
Accrued expenses    1,031,581    698,929  
Related party payable    102,605    1,805,353  
Deferred revenue-current    6,009,220    3,764,297  
Current portion of notes payable    37,774    26,067  

Total current liabilities    7,340,145    6,443,011  
Deferred revenue—long term    1,098,147    646,825  
Note payable to stockholder    13,772    13,418  
Notes payable    12,205    9,767  
Deferred rent    28,033    44,138  

Total liabilities    8,492,302    7,157,159  
Commitments, contingencies, and subsequent events (Note 10 and 12)    

Stockholders’ equity (deficit):    
Convertible preferred stock, no par value, 100,000 shares authorized, 1,240 shares Series A issued and

outstanding    1,240,000    1,240,000  
Convertible preferred stock Series A note receivable    (1,030,000)   (1,240,000) 
Common stock, no par value, 900,000 shares authorized, 100,000 shares issued and outstanding    50,000    50,000  
Additional paid in capital    44,073    44,073  
Retained earnings (accumulated deficit)    (690,076)   127,895  

Total stockholders’ equity (deficit)    (386,003)   221,968  
Total liabilities and stockholders’ equity (deficit)   $8,106,299   $ 7,379,127  

The accompanying notes are an integral part of this financial statement.
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Year ended
March 31, 2009

(as restated)   

Nine months ended
March 31, 2008

(as restated)  
Revenue:    

SmartPay service charge   $ 10,220,305   $ 6,800,185  
License and subscription    4,168,431    2,199,046  
Professional services and other    527,594    240,257  

Total revenue    14,916,330    9,239,488  
Cost of revenues    11,307,363    6,991,812  

Gross profit    3,608,967    2,247,676  
Sales and marketing expense    2,831,339    1,258,921  
General and administrative expense    1,774,853    840,174  

Operating (loss) income    (997,225)   148,581  
Other (expense) income:    

Interest income    30,000    85,415  
Interest expense    (5,658)   (3,120) 
Other Expense    (40,010)   —    

Total other (expense) income, net    (15,668)   82,295  
Net (loss) income before income taxes    (1,012,893)   230,876  

Benefit from income taxes    194,922    9,942  
Net (loss) income    (817,971)   240,818  

Beginning retained earnings (accumulated deficit), as previously reported    (112,994)   (112,923) 
Less-prior period adjustments    240,889    —    
Beginning retained earnings (accumulated deficit), as restated    127,895    (112,923) 
Ending retained earnings (accumulated deficit)   $ (690,076)  $ 127,895  

The accompanying notes are an integral part of these financial statement.
 

F-38



Table of Contents

Informed Decisions Corporation
dba CASHNet

Statements of Cash Flows
for the year ended March 31, 2009 and the nine months ended March 31, 2008

 

   

Year Ended
March 31, 2009

(as restated)   

Nine months ended
March 31, 2008

(as restated)  
Cash flows from operating activities:    

Net (loss) income   $ (817,971)  $ 240,818  
Adjustments to reconcile net (loss) income to net cash (used in) provided by operating activities:    
Depreciation and amortization    230,761    123,187  

(Increase) decrease in:    
Depository accounts, net    247,492    (172,826) 
Accounts receivable, net    (603,295)   (1,111,382) 
Inventories    —      4,615  
Prepaid expenses and other current asset    20,099    (71,776) 
Deferred Deployment Cost    (678,281)   (662,730) 
Deferred taxes    (209,900)   —    
Other assets    16,426    36  

Increase (decrease) in:    
Accounts payable    (472,978)   227,220  
Related party payable    (1,702,748)   461,043  
Accrued expenses    332,652    138,668  
Deferred rent    (16,105)   (8,597) 
Deferred revenue    2,449,848    1,318,907  

Net cash (used in) provided by operating activities    (1,204,000)   487,183  
Cash flows from investing activities:    

Cash payments for equipment and capitalized software    (70,874)   (71,357) 
Net cash used in investing activities    (70,874)   (71,357) 

Cash flows from financing activities:    
Proceeds from issuance of debt    50,000    25,000  
Principal payments on debt and capital leases    (35,501)   (24,657) 
Collections on preferred stock note receivable    240,000    —    

Net cash provided by financing activities    254,499    343  
Net (decrease) increase in cash    (1,020,375)   416,169  

Cash, beginning of period    2,563,348    2,147,179  
Cash, end of period   $ 1,542,973   $ 2,563,348  
Supplemental cash flow information—cash paid for:    
Interest expense   $ 5,653   $ 2,109  
Income taxes   $ 7,719   $ 30,000  
Noncash investing and financing activities:    
Capitalized software financed by unpaid accounts payable   $ —     $ 508,778  

The accompanying notes are an integral part of these financial statements.
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1. Summary of Significant Accounting Policies
General

Informed Decisions Corporation™ (the Company) provides hosted software solutions, services and best practices training to colleges, universities and
health networks. The Company offers a suite of products, called CASHNet , that automate cashiering, payment processing, billing, and tracking and enable
on-line bill presentment and payment functions for the institutions served in an installed or hosted environment. The Company provides customers with a
single repository of information for all payments and tender types. The Company offers an ASP electronic payment processing solution, called CASHNet
SmartPay, to clients that enables their customers to make payments via credit card or electronic check. The Company’s clients are primarily colleges and
universities, including two-year, four-year, public, and private institutions, across the country. The Company has been in business since 1983 and is
headquartered in California, with remote sales or support personnel in New Mexico, New York, Maryland, Oregon, and Florida. The Company currently
operates under the name Informed Decisions Corporation dba CASHNet .

The CASHNet  suite of products and services automate cashiering, payment processing, and on-line bill presentment and payment functions for the
institutions it serves. In 2004 the Company decided to focus exclusively on its array of hosted solutions and currently only provides installed solutions to a
few customers. The Company’s hosted ASP payment processing solution, CASHNet.com , provides the safest and easiest way to manage and control
payments on the college and university campus. The CASHNet.com  service includes the Company’s outsourced third-party payment service, CASHNet
SmartPay, which has been in the market since May 2000.

As described in Note 12, The Company was acquired by another entity effective November 19, 2009.

Revenue Recognition and Deferred Revenue
The Company derives its revenues primarily from three sources: (1) License and subscription revenues for managed services which are comprised of

fees from customers accessing its on demand application service, (2) CASHNet  SmartPay, and (3) related professional services including implementation
fees associated with the initial deployment of our services and minor equipment sales.

The Company recognizes revenue when all of the following conditions are met: (i) persuasive evidence of an arrangement between the Company and the
customer exists, (ii) the service has been provided to the customer, (iii) the price to the customer is fixed or determinable, and (iv) collection of the revenues is
probable. The Company’s arrangements do not contain general rights of return or refund privileges.

License and subscription revenues are recognized ratably over the contract terms beginning on the commencement date of each contract. Amounts that
have been invoiced are recorded in accounts receivable and in deferred revenue or revenue, depending on whether the revenue recognition criteria have been met.
Revenue from CASHNet  SmartPay is recognized monthly and reflects the Service Charge on the items paid by our client’s customers via our service.

A few older customer subscription agreements for which we provide installed solutions versus hosted solutions, required us to provide future
enhancements. In these situations, the Company recognized its subscription services revenue using a Proportional Performance Model and did not defer
subscription service revenue when such contract provisions existed because the customer was receiving ongoing service and the potential future enhancements
were considered inconsequential and had no impact on the product’s current functionality.

Professional services and other revenues, when sold with subscription and support offerings, are accounted for separately when these services have
value to the customer on a standalone basis and there is objective and reliable evidence of fair value of each deliverable. When accounted for separately,
revenues are recognized as the services are rendered for time and material contracts, and when the service projects are complete for fixed price contracts. For
professional fees associated with the initial deployment of our services, the revenues and related direct costs are initially deferred and are recognized ratably
over the contract terms beginning on the commencement date of the license and subscription (which generally approximate five years). See Note 2 for additional
information regarding the Company’s billing policies and deferred revenue.
 

F-40

®

®

®

®

®

® ®

®

®



Table of Contents

Informed Decisions Corporation
dba CASHNet

Notes to Financial Statements—(Continued)
 

As of March 31, 2009 and 2008, total deferred revenues were $7,107,374 and $4,411,122, respectively, of which $6,009,227 and $3,764,297,
respectively, were classified as current liabilities.

Cash, Cash Equivalents, and Depository Cash Accounts
The Company considers all highly liquid debt instruments with maturities of three (3) months or less to be cash equivalents. No cash equivalents

existed at March 31, 2009 and 2008.

The Company’s services include accepting credit card payments from students for tuition payments made online through the Company’s SmartPay
product. The tuition payments are deposited into bank accounts controlled by the Company (the depository accounts) and each client has its own separate
account. Under the agreements made with the participating universities, the Company guarantees that the tuition payments will be remitted to the university
within ten days of receipt. Funds not yet remitted to the universities are treated as a reduction in the depository account balance. As of March 31, 2009 and
2008 those amounts totaled approximately $2.8 million and $3.3 million. Included in the net depository cash accounts are funds to be remitted to the credit
card companies for processing fees, the Company’s last month of SmartPay revenue which is remitted shortly after month end and the Company’s
contribution to open the account.

Concentration of Credit Risk
The Company maintains its operating cash balances at one financial institution. Accounts at the institution are insured by the Federal Deposit Insurance

Corporation up to a certain amount. Such deposits may be in excess of the amount of the insurance provided by the federal government on such deposits. To
date, the Company has not experienced any losses on such deposits.

The Company’s SmartPay depository accounts, one for each client, are also maintained at the same major financial institution. For insurance purposes,
the balances in these accounts are considered to be the property of the student until transferred to the respective university. The bank insures each student’s
deposit individually, rather than insuring the balance of the account as a whole.

No customer accounted for more than 10% of accounts receivable as of March 31, 2009 and 2008.

Inventory
Inventory consists of Hot Swap finished goods and are stated at the lower of cost (first-in, first-out) or market value.

Property and Equipment
All assets are carried at cost. Expenditures for furniture and other equipment over $200 and for computer equipment over $500 are capitalized. The

Company provides for depreciation of assets over their useful lives of between two and five years for all assets, on a straight-line basis.

Computer Software Development Costs and Research and Development
Development costs related to software products to be sold are expensed as incurred as research and development until technological feasibility of the

product has been established. Software development costs incurred after technological feasibility is reached, and before release to customers, are capitalized to
the degree the amounts are material. Commencing in fiscal year 2005 the Company began capitalizing the costs related to certain employee compensation and
outside consultants directly associated with various new products developed for internal use in their hosted software solution. Total costs associated with
research and development activities, primarily employee compensation and consulting costs, during the year ended March 31, 2009 and for the nine months
ended March 31, 2008 totaled $1,361,182 and $577,620, respectively, and is included in cost of revenues.

As of March 31, 2009 and 2008, $1,015,241 of software development costs has been capitalized. These costs were incurred through consulting
agreements with related parties (see note 4). These costs are being amortized over the revenue producing lives of the products, estimated to be five years.
Amortization of the product development costs commences upon the products release. The amortization expense for the year ended March 31, 2009 and for the
nine
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months ended March 31, 2008 totaled $159,988 and $72,831, respectively. The accumulated amortization at March 31, 2009 and 2008 totaled $343,574
and $183,586, respectively.

Impairment of Long-Lived Assets
Long-lived assets, including computer software development costs held and used are reviewed for impairment whenever events or changes in

circumstances indicate that the carrying amount of such assets may not be recoverable. Determination of recoverability of long-lived is based upon an estimate
of undiscounted future cash flows resulting from the use of the asset. Measurement of an impairment loss for long lived assets that management expects to
hold and use is based on the fair value of the asset. Long-lived assets to be disposed of are reported at the lower of carrying value of fair value less costs to sell.
As of March 31, 2009 and 2008, the Company does not believe that any long-lived assets are impaired.

Deferred Costs
Direct costs, primarily payroll related, pertaining to the initial deployment of our services are initially deferred and are recorded as expense ratably over

the contract terms beginning on the commencement date of the license and subscription. The deferred costs are amortized over the same five year period in
which deferred deployment revenue is recognized. As of March 31, 2009 and 2008, total deferred costs were $2,052,961 and $1,128,283, respectively, of
which $669,358 and $293,086, respectively, were classified as current assets.

Income Taxes
Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for future tax consequences

attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax basis. Deferred tax assets
and liabilities are measured using enacted tax rates in effect for the year in which the differences are expected to affect taxable income. Valuation allowances are
established when necessary to reduce deferred tax assets to the amounts expected to be realized.

The Company adopted accounting for uncertainties in income taxes effective April 1, 2009.

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires

management to make estimates and assumptions that affect the reported amounts of assets and liabilities, and the disclosure of contingent assets and liabilities
at the date of the financial statements, and the reported amounts of revenue and expenses during the reporting period. Actual results could differ from those
estimates.

Discontinued Operations
As described in Note 12 to the financial statements, in connection with the sale of the Company in November 2009, the Company distributed a

technology asset to the stockholders of the Company that had a book value of approximately $225,000 and had been previously acquired from a related party
in March 2008. The asset qualifies as a separate business component. The Company undertook limited activity of this asset until April 2009, thus there is no
separate operating activity to be reported as discontinued operations for the periods ended March 31, 2009 and 2008. The technology asset of $225,000 has
been reflected on the balance sheet at March 31, 2009 and 2008 as asset held for sale.

2. Accounts Receivable
 

   March 31, 2009   March 31, 2008  

Accounts receivable consist of the following:    
Accounts receivable   $ 2,903,637   $ 2,144,846  
Less allowance for discounts    (447,461)   (291,965) 

  $2,456,176   $1,852,881  
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The Company performs ongoing credit evaluations of its customers and generally does not require collateral. The Company maintains reserves for credit
losses based upon its estimates and such losses have not been material. Therefore, management has not recorded an allowance for doubtful accounts. If
amounts become uncollectible, they will be charged to operations when that determination has been made. Actual credit losses may differ from estimates and
such differences could be material to the financial statements. The Company allows a 20% discount on renewal annuity maintenance contracts that are paid
within a certain time frame. The Company bills renewal subscriptions up to 90 days in advance of subscription period commencement and records the
amount in deferred revenue. Customers are obligated to cancel 90 days prior to their anniversary/renewal date or they are liable for the next year’s license fee.

3. Property and Equipment
Property and equipment is summarized as follows:

 
   March 31, 2009  March 31, 2008 
Computer equipment   $ 448,114   $ 398,704  
Furniture and fixtures    86,635    65,171  
Other equipment    94,734    94,734  

Subtotal    629,483    558,609  
Less accumulated depreciation    (518,354)   (447,581) 

  $ 111,129   $ 111,028  

Depreciation expense was $70,773 for the year ended March 31, 2009 and $50,356 for the nine months ended March 31, 2008.

4. Related Party Transactions
The Company has a loan agreement with its 49% stockholder that carries an interest rate of 9% and is due in June 2010. The Company is currently

paying periodic monthly installments of $1,500 on this note.
 

   March 31, 2009  March 31, 2008 
Notes payable—Stockholder   $ 20,003   $ 28,134  
Less current portion    (6,231)   (14,716) 

Total notes payable less current portions   $ 13,772   $ 13,418  

The accrued interest on this note, included in accrued expenses, was $9,869 and $18,136 at March 31, 2009 and 2008, respectively. The Company
incurred interest expense on the note payable to the stockholder of $1,941 and $1,025 during the year ended March 31, 2009 and for the nine months ended
March 31, 2008, respectively.

The Company has worked with its 51% majority stockholder under a technology consulting agreement to perform various software development and
research, some which is performed outside the United States.

For the year ended March 31, 2009 and for the nine months ended March 31, 2008, the Company incurred fees of $1,070,660 and $727,821,
respectively, from the related entity of which $0 and $253,778, respectively, have been capitalized in “Computer Software Development Costs” and the
balance recorded in cost of goods sold.

The Company’s 51% stockholder also controls other entities whose operations are similar to those of the Company. During March, 2008 the Company
paid one of these entities for a software product. As described in Note 12, this software product was distributed to the stockholders in connection with the
acquisition of the Company effective November 19, 2009. At March 31, 2009 and 2008 the net book value of the asset is $225,000 and classified as an asset
held for sale.

In May 2006, the Company entered into a hosting and MIS services support agreement with the 51% majority stockholder. The agreement requires a
monthly fee of approximately $7,250 plus additional fees. The agreement can be cancelled by providing a 30 day notice. For the year ended March 31, 2009
and the nine months ended March 31, 2008,
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the Company incurred approximately $95,250 and $144,500, respectively, of expense associated with this agreement and such costs are included in cost of
goods sold.

As of March 31, 2009 and 2008, $102,605 and $1,805,353, respectively, remains unpaid to the majority stockholder and an affiliate company for
such services. No interest is being charged on the unpaid balance.

5. Line of Credit
On September 5, 2007, the Company obtained a revolving line of credit with a bank for borrowings up to $300,000. The line of credit expired in August

2008 and was not renewed. There were no outstanding balances as of March 31, 2009 and 2008.

6. Notes Payable
On September 5, 2007, the Company borrowed $25,000 from a financial institution bearing a fixed interest rate of 8.75%. The loan is secured by the

assets of the Company and is payable in monthly installments of principal and interest, and matures in March 2010.

On April 10, 2008, the Company borrowed $50,000 from the same financial institution bearing a fixed interest rate of 6%. The loan is secured by the
assets of the Company and is payable in monthly installments of principal and interest, and matures in September 2010.

Notes payable comprise the following as of:
 

   March 31, 2009  March 31, 2008 
Note payable   $ 11,354   $ 21,118  
Note payable    32,394    —    
Total notes payable    43,748    21,118  
Less current portion    (31,543)   (11,351) 

Total notes payable less current portion   $ 12,205   $ 9,767  

Future minimum payments on the notes payable are as follows:
 

For the year ending:   
2010   $ 31,543  
2011    12,205  

  $ 43,748  

7. Equity
In October 2005, the Company’s sole stockholder sold 51% of his common stock. In connection with that transaction, the Company’s articles of

incorporation were amended, authorizing 100,000 shares of preferred stock. Simultaneously the Company’s new majority stockholder entered into an
agreement to purchase 1,240 shares of Series A preferred stock for $1,240,000 from the Company. The purchase price for the stock was evidenced by a
promissory note. The promissory note bore interest at 8% and was due in full on September 30, 2008. The Note was paid in full in October of 2008. No
interest was paid and no interest has been accrued as of March 31, 2009.

In September 2008, the Company advanced funds and issued a note receivable to the majority stockholder for $1,000,000. The note bears interest rate of
prime plus 1%. Principal and accrued interests are due in October 2009. As of March 31, 2009, the balance of the note and accrued interest receivable is
$1,000,000 and $30,000 respectively. As described in Note 12, this note receivable was settled in connection with the acquisition of the company effective
November 19, 2009. For purposes of financial statements presentation, the subsequent issuance of this note is considered to be an extension of the above
mentioned $1.24 million note and is treated as a contra equity account.
 

F-44



Table of Contents

Informed Decisions Corporation
dba CASHNet

Notes to Financial Statements—(Continued)
 

The holders of Series A preferred shares are entitled to certain liquidation preferences upon liquidation or dissolution of the Company before any assets
are distributed to the holders of common stock. The Series A preferred stock also contains certain provisions which allow or require the shares to be converted
to common stock upon certain events, such as a public offering raising more than $5 million. Additionally, the Series A preferred shares are entitled to receive
cumulative annual dividends of $0.05 per share if dividends are declared by the board of directors. No such dividends have been declared. The Series A
preferred shares have no voting rights and are not redeemable. As described in Note 12, the Series A preferred shares were redeemed in connection with the
acquisition of the Company effective November 19, 2009.

As of March 31, 2009 and 2008, there was one stock option outstanding, originally issued in 1995, allowing the holder to purchase 2,500 shares of
common stock for $1.50 per share. The option has no expiration date, is fully vested and is not part of a formal stock option plan. As described in Note 12,
this stock option was repurchased in conjunction with the acquisition of the Company effective November 19, 2009.

8. Provision for Income Taxes

The provision (benefit) for income taxes consists of the following:
 

   March 31, 2009  March 31, 2008 

Current:    
Federal tax   $ (1,352)  $ (10,742) 
State tax    16,330    800  

Subtotal    14,978    (9,942) 
Deferred tax:    

Federal    (209,900)   —    
State    —      —    

Subtotal    (209,900)   —    
Total (benefit from) provision for income taxes   $ (194,922)  $ (9,942) 

A summary of net deferred tax assets is as follows:
 

   March 31, 2009  March 31, 2008 

Loss carryforwards   $ 598,460   $ 171,720  
Tax credits    227,711    197,446  
Reserves and accruals    50,540    40,280  
Deployment costs, net    (170,000)   (84,000) 
Depreciation    (120,000)   (75,000) 

   586,711    250,446  
Valuation allowance    (194,711)   (68,346) 
Net deferred tax   $ 392,000   $ 182,100  

The valuation allowance increased by $126,365 for the year ended March 31, 2009 and decreased by $50,554 for the nine months ended March 31,
2008. As of March 31, 2009 and 2008, $320,000 and $90,000, respectively, of the deferred tax assets are classified as a current asset as this is the portion
expected to be used in the next fiscal year. The remaining portion of the deferred tax asset, $72,000 and $92,100, has been classified as a long term asset. As a
result of the equity transaction in October 2005 which resulted in a change of ownership, utilization of the loss carry forwards and tax credits incurred prior to
October 2005 are subject to severe limitations. The lengthy period of time required to realize the deferred tax assets creates uncertainty and thus necessitates a
valuation allowance for a portion of the deferred tax asset.

At March 31, 2009, the Company has net operating loss carry forwards of approximately $1,586,000 for federal income tax purposes and $203,000
for state income tax purposes. The net operating loss carry forwards begin expiring in
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2024 for federal income tax purposes and 2013 for state income tax purposes. At March 31, 2009, the Company had estimated R&D credit carryforwards of
$123,000 for federal income tax purposes and $89,000 for state income tax purposes. The credit carryforwards begin expiring in 2021 for federal tax purposes
and have no expiration for state tax purposes.

As described in Note 12, the Company was acquired on November 19, 2009 and as result will no longer file separate tax returns subsequent to that
date. Net operating losses available through November 19, 2009 are expected to be used by the acquiring company based upon the terms of the transaction.

9. Operating Lease
The Company leases office facilities for its California headquarters. The lease is non-cancelable and it expires in May 2010. Future minimum rental

payments required under the lease are $218,570.

Rent expense charged to operations was $189,928 and $135,982 for the year ended March 31, 2009 and the nine months ended March 31, 2008,
respectively.

10. Commitments and Contingencies
The Company has a retirement plan under Section 401(k) of the Internal Revenue Code and a profit sharing plan. Substantially all full time employees

are eligible to participate in the plans. Company contributions are discretionary. No contributions were made to the plans during the year ended March 31,
2009 and for the nine months ended March 31, 2008.

The Company has entered into a contractual agreement with a telecommunications provider that will provide data and telecommunication capabilities
associated with its hosted software solutions. The agreement requires monthly payments of approximately $22,390 through October 2011. If the Company
terminates the agreement prior to the autorenewal date, a termination fee equal to 90% of future unpaid obligations would be due and payable.

The Company has entered into a contractual agreement with a software provider (the Provider) that specializes in developing and licensing administrative
software for educational institutions. The agreement required the Provider to create a product which would interface with the Company’s electronic payment
services. As part of the agreement, the Provider and the Company will join their marketing efforts. Consideration for these services includes royalty fees
ranging from 5% to 50% of the annual subscription fees charged to each customer licensed under this arrangement. The term of the contract is for two years
unless terminated sooner with a written notification.

In connection with the Company’s SmartPay service charge income, they have entered into various agreements with the credit card companies that
require the Company at the beginning of each month to remit a fee based upon SmartPay service charge income collected. The fee paid to the credit card
companies is included in cost of goods sold.

In the normal course of business, the Company may be involved in disputes over various issues, including its technology. The Company does not have
any patents on its software products but vigorously defends its legal rights and itself against all claims.

11. Correction of Errors and Reclassifications
As mentioned in Note 1, the revenues and costs for deployment are initially deferred and recognized ratably over the contract terms beginning on the

commencement date of the license and subscription. In the past, the Company erroneously recorded the fees and costs associated with the initial deployment of
our services as revenues and expenses, respectively, on the commencement date of the license and subscription (for revenues) and when incurred (for costs).
Certain balances in the accompanying statements of operations were changed to conform with the correction of errors made. There was no impact on retained
earnings (accumulated deficit) for the periods prior to July 1, 2007.

The accompanying financial statements were restated to correct the following errors related to deployment:
 

 
•  Overstatement of revenue totaling $678,282 and $421,841 and cost of goods sold totaling $924,679 and $662,730, which resulted in

overstatement of net loss by $246,390 and $240,888 for the year ended March 31, 2009 and the nine months ended March 31, 2008,
respectively.
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 •  Understatement of deferred costs by $2,052,961 and $1,128,283 as of March 31, 2009 and 2008, respectively.
 

 •  Understatement of deferred revenue by $1,565,675 and $887,394 as of March 31, 2009 and 2008, respectively.
 

 •  Understatement of stockholders equity by $487,286 and $240,889 at March 31, 2009 and 2008.

The Company changed its presentation of depository cash accounts from previously issued financial statements. The balance of depository cash due to
universities was previously included in the depository cash account balance with a corresponding depository cash liability. The balance of depository cash
accounts is net of the amounts due to universities which approximates $2.8 million and $3.3 million at March 31, 2009 and 2008.

As described in Note 7, a related party note receivable with principal and accrued interest totaling $1,030,000 at March 31, 2009 has been reclassified
from an asset to a contra equity account.

12. Business Acquisition—Subsequent Event
Effective at the close of business on November 19, 2009, the stockholders of the Company entered into a stock purchase agreement with Higher One

Inc., a Delaware corporation (Higher One). The stock purchase agreement stipulates the terms and rights of all outstanding shares of the Company in exchange
for current and future cash consideration substantially in excess of the Company’s current net book value. The agreement included several key provisions and
actions which were undertaken by the Company in conjunction with and just prior to the closing of the transaction. Such actions and key provisions are as
follows:
 

 •  The receipt of signed non-compete agreements from the Company’s stockholders.
 

 •  Transition services agreements with key employees.
 

 
•  The Company’s stockholders and Higher One have agreed to indemnify each other with respect to certain elements of the transaction. Such

indemnifications could result in the Company’s stockholders receiving reduced future cash payments if claims are made by Higher One for
certain matters, including any tax owed by the Company for periods prior to the closing date.

 

 
•  Immediately prior to the closing, the transfer/distribution of a technology asset with a net book value of approximately $225,000, was completed

to a new entity owned and controlled by the Company’s stockholders. The asset generated no revenue and the Company incurred minimal
expenses associated with the asset prior to April 2009. The technology asset had previously been acquired from a related party.

 

 

•  Redemption of the Company’s issued and outstanding preferred stock in connection with the repurchase/exchange of the outstanding Preferred A
stock for the cancellation of a note receivable due from the majority stockholder. The book value of the preferred stock was $1,240,000 and the
book value of the note receivable was $1,067,890 at the time of the exchange. The difference has been recorded as an adjustment total
stockholder’s equity prior to closing.

 

 
•  Agreement between the Company and one employee to exchange the employee’s right to acquire 2,500 shares of common stock for a bonus related

to prior service. The payment of approximately $640,000 was accrued at November 19, 2009 and paid shortly thereafter.

The Company has evaluated all events occurring subsequent to March 31, 2009 through March 16, 2010 and with the exception of the items noted
above, nothing has occurred outside of the normal course of operations. The Company had originally issued their March 31, 2009 financial statements in
April 2009 and has thus updated their evaluation based upon the reissuance of the financial statements.
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September 30,

2009   
September 30,

2008  
   (unaudited)   (unaudited)  

Assets    
Current assets:    

Cash   $ 1,379,646   $2,525,557  
Depository accounts, net    1,102,361    940,124  
Accounts receivable, net    2,111,109    1,528,729  
Inventory    18,406    7,871  
Prepaid expenses    185,059    164,585  
Deferred costs—current    763,238    434,573  
Deferred taxes—current    320,000    210,000  

Total current assets    5,879,819    5,811,439  
Property and equipment, net    104,995    124,256  
Computer software development costs, net    345,453    543,630  
Assets held for sale    225,000    225,000  
Deferred costs—long term    1,700,368    1,216,779  
Deferred taxes—long term    72,000    92,100  
Other assets    15,612    15,612  

Total assets   $ 8,343,247   $ 8,028,816  
Liabilities and Stockholders’ Deficit    

Current liabilities:    
Accounts payable   $ 74,683   $ 63,881  
Accrued expenses    1,531,780    1,027,964  
Related party payable    86,528    1,656,129  
Deferred rent    15,549    36,296  
Deferred revenue-current    7,191,587    4,544,356  
Current portion of notes payable    34,830    37,789  

Total current liabilities    8,934,957    7,366,415  
Note to stockholder    13,772    7,658  
Notes Payable    —      32,952  
Deferred revenue—long term portion    1,502,488    925,048  

Total liabilities    10,451,217    8,332,073  
Commitments, contingencies, and subsequent events (Note 10 and 12)    

Stockholders’ deficit:    
Convertible preferred stock, no par value, 100,000 shares authorized, 1,240 shares Series A issued and

outstanding    1,240,000    1,240,000  
Less-convertible preferred stock Series A note receivable    (1,030,000)   (1,240,000) 
Common stock, no par value, 900,000 shares authorized, 100,000 shares issued and outstanding    50,000    50,000  
Additional paid in capital    44,073    44,073  
Accumulated deficit    (2,412,043)   (397,330) 

Total stockholders’ deficit    (2,107,970)   (303,257) 
Total liabilities and stockholders’ deficit   $ 8,343,247   $ 8,028,816  

The accompanying notes are an integral part of these financial statements.
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Six months ended
September 30,

2009   

Six months ended
September 30,

2008  
   (unaudited)   (unaudited)  
Revenue:    

SmartPay service charge   $ 6,978,734   $ 4,790,250  
License and subscription    2,857,813    1,870,968  
Professional Services and other    318,665    233,645  

Total Revenue    10,155,212    6,894,863  
Cost of revenues    6,978,026    5,245,673  

Gross profit    3,177,186    1,649,190  
Sales and marketing expense    1,536,561    1,380,405  
General and administrative expense    1,074,074    900,291  

Operating income (loss)    566,551    (631,506) 
Other expense:    

Interest expense    2,178    2,990  
Other expense    50,496    3,010  

Total other expense    52,674    6,000  
Net income (loss) before income taxes    513,877    (637,506) 

Benefit from income taxes    —      112,281  
Net income (loss) from continuing operations    513,877    (525,225) 

(Loss) associated with discontinued operations    (185,844)   —    
Net income (loss)    328,033    (525,225) 

Retained earnings (accumulated deficit), beginning of period    (690,076)   127,895  
Less-cumulative impact of uncertain income taxes    (50,000)   —    
Less-dividends paid    (2,000,000)   —    
Accumulated deficit, end of period   $ (2,412,043)  $ (397,330) 

The accompanying notes are an integral part of these financial statements.
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Six months ended

September 30, 2009  
Six months ended

September 30, 2008 
   (unaudited)   (unaudited)  
Cash flows from operating activities:    

Net income (loss)   $ 328,033   $ (525,225) 
to net cash (used in) provided by operating activities:    
Depreciation and amortization    127,502    102,226  

(Increase) decrease in:    
Depository accounts, net    (373,487)   (447,338) 
Accounts receivable, net    345,067    324,152  
Inventories    (10,534)   1  
Prepaid expenses and other current asset    (58,024)   12,550  
Deferred Deployment    138,588    (138,089) 
Deferred taxes    —      (120,000) 
Other assets    —      16,426  

Increase (decrease) in:    
Accounts payable    (84,282)   (84,484) 
Related party payable    (16,077)   (149,224) 
Accrued expenses    450,199    329,035  
Deferred rent    (12,484)   (7,842) 
Deferred revenue    1,037,470    673,302  

Net cash (used in) provided by operating activities    1,871,971    (14,510) 
Cash flows from investing activities:    

Cash payments for equipment and capitalized software    (20,147)   (52,429) 
Cash flows from financing activities:    

Proceeds from issuance of debt    —      50,000  
Principal payments on notes payable    (15,151)   (20,852) 
Dividends    (2,000,000)   —    

Net cash provided by financing activities    (2,015,151)   29,148  
Net decrease in cash    (163,327)   (37,791) 

Cash, beginning of period    1,542,973    2,563,348  
Cash, end of period   $ 1,379,646   $ 2,525,557  
Supplemental cash flow information—cash paid for:    
Interest expense   $ 2,178   $ 2,990  
Income taxes   $ —     $ —    

The accompanying notes are an integral part of these financial statements.
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1. Summary of Significant Accounting Policies
Business

Informed Decisions Corporation™ (the Company) provides hosted software solutions, services and best practices training to colleges, universities and
health networks. The Company offers a suite of products, called CASHNet , that automate cashiering, payment processing, billing, and tracking and enable
on-line bill presentment and payment functions for the institutions served in an installed or hosted environment. The Company provides customers with a
single repository of information for all payments and tender types. The Company offers an ASP electronic payment processing solution, called CASHNet
SmartPay, to clients that enables their customers to make payments via credit card or electronic check. The Company’s clients are primarily colleges and
universities, including two-year, four-year, public, and private institutions, across the country. The Company has been in business since 1983 and is
headquartered in California, with remote sales or support personnel in New Mexico, New York, Maryland, Oregon, and Florida. The Company currently
operates under the name Informed Decisions Corporation dba CASHNet .

The CASHNet  suite of products and services automate cashiering, payment processing, and on-line bill presentment and payment functions for the
institutions it serves. In 2004 the Company decided to focus exclusively on its array of hosted solutions and currently only provides installed solutions to a
few customers. The Company’s hosted ASP payment processing solution, CASHNet.com , provides the safest and easiest way to manage and control
payments on the college and university campus. The CASHNet.com  service includes the Company’s outsourced third-party payment service, CASHNet
SmartPay, which has been in the market since May 2000. As described in Note 11, the Company was acquired by another entity effective November 19,
2009.

Revenue Recognition and Deferred Revenue
The Company derives its revenues primarily from three sources: (1) License and subscription revenues for managed services which are comprised of

fees from customers accessing its on demand application service, (2) CASHNet  SmartPay, and (3) related professional services including implementation
fees associated with the initial deployment of our services and minor equipment sales.

The Company recognizes revenue when all of the following conditions are met: (i) persuasive evidence of an arrangement between the Company and the
customer exists, (ii) the service has been provided to the customer, (iii) the price to the customer is fixed or determinable, and (iv) collection of the revenues is
probable. The Company’s arrangements do not contain general rights of return or refund privileges.

License and subscription revenues are recognized ratably over the contract terms beginning on the commencement date of each contract. Amounts that
have been invoiced are recorded in accounts receivable and in deferred revenue or revenue, depending on whether the revenue recognition criteria have been met.
Revenue from CASHNet  SmartPay is recognized monthly and reflects the Service Charge on the items paid by our client’s customers via our service.

A few older customer subscription agreements for which we provide installed solutions versus hosted solutions, required us to provide future
enhancements. In these situations, the Company recognized its subscription services revenue using a Proportional Performance Model and did not defer
subscription service revenue when such contract provisions existed because the customer was receiving ongoing service and the potential future enhancements
were considered inconsequential and had no impact on the product’s current functionality.

Professional services and other revenues, when sold with subscription and support offerings, are accounted for separately when these services have
value to the customer on a standalone basis and there is objective and reliable evidence of fair value of each deliverable. When accounted for separately,
revenues are recognized as the services are rendered for time and material contracts, and when the service projects are complete for fixed price contracts. For
professional fees associated with the initial deployment of our services, the revenues and related direct costs are initially deferred and are recognized ratably
over the contract terms beginning on the commencement date of the license and subscription (which generally approximate five years). See Note 2 for additional
information regarding the Company’s billing policies and deferred revenue.
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As of September 30, 2009, total deferred revenue was $8,694,075, of which $7,191,587 was classified as a current liability. As of September 30,

2008, total deferred revenue was $5,469,404, of which $4,544,356 was classified as a current liability.

Cash, Cash Equivalents, and Depository Cash Accounts
The Company considers all highly liquid debt instruments with maturities of three (3) months or less to be cash equivalents. No cash equivalents

existed at September 30, 2009 and 2008.

The Company’s services include accepting credit card payments from students for tuition payments made online through the Company’s SmartPay
product. The tuition payments are deposited into bank accounts controlled by the Company (the depository accounts) and each client has its own separate
account. Under the agreements made with the participating universities, the Company guarantees that the tuition payments will be remitted to the university
within ten days of receipt. Funds not yet remitted to the universities are treated as a reduction in the depository account balance. As of September 30, 2009 and
2008 those amounts totaled $3.6 million and $1.9 million. Included in the net depository cash accounts are funds to be remitted to the credit card companies
for processing fees, the Company’s last month of SmartPay revenue which is remitted shortly after month end and the Company’s contribution to open the
account.

Concentration of Credit Risk
The Company maintains its operating cash balances at one financial institution. Accounts at the institution are insured by the Federal Deposit Insurance

Corporation up to a certain amount.

Such deposits may be in excess of the amount of the insurance provided by the federal government on such deposits. To date, the Company has not
experienced any losses on such deposits.

The Company’s SmartPay depository accounts, one for each client, are also maintained at the same major financial institution. For insurance purposes,
the balances in these accounts are considered to be the property of the student until transferred to the respective university. The bank insures each student’s
deposit individually, rather than insuring the balance of the account as a whole.

No customer accounted for more than 10% of accounts receivable as of September 30, 2009 and 2008.

Inventory
Inventory consists of Hot Swap finished goods and are stated at the lower of cost (first-in, first-out) or market value.

Property and Equipment
All assets are carried at cost. Expenditures for furniture and other equipment over $200 and for computer equipment over $500 are capitalized. The

Company provides for depreciation of assets over their useful lives of between two and five years for all assets, on a straight-line basis.

Computer Software Development Costs and Research and Development
Development costs related to software products to be sold are expensed as incurred as research and development until technological feasibility of the

product has been established. Software development costs incurred after technological feasibility is reached, and before release to customers, are capitalized to
the degree the amounts are material. Commencing in fiscal year 2005 the Company began capitalizing the costs related to certain employee compensation and
outside consultants directly associated with various new products developed for internal use in their hosted environment. Total costs associated with research
and development activities, primarily employee compensation and consulting costs, during the six months ended September 30, 2009 and 2008 totaled
$523,470 and $643,685, respectively, and is included in cost of revenues.

As of September 30, 2009 and 2008, $1,015,241 of software development costs has been capitalized. These costs were incurred through consulting
agreements with related parties (see note 4). These costs are being amortized over the
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revenue producing lives of the products, estimated to be five years. Amortization of the product development costs commences upon the products release. The
amortization expense for the six months ended September 30, 2009 and 2008 totaled $101,214 and $63,025, respectively. The accumulated amortization at
September 30, 2009 and 2008 totaled $444,788 and $246,611, respectively.

Impairment of Long-Lived Assets
Long-lived assets, including computer software development costs held and used are reviewed for impairment whenever events or changes in

circumstances indicate that the carrying amount of such assets may not be recoverable.

Determination of recoverability of long-lived is based upon an estimate of undiscounted future cash flows resulting from the use of the asset.
Measurement of an impairment loss for long lived assets that management expects to hold and use is based on the fair value of the asset. Long-lived assets to
be disposed of are reported at the lower of carrying value of fair value less costs to sell. As of September 30, 2009 and 2008, the Company does not believe that
any long-lived assets are impaired.

Deferred Costs
Direct costs, primarily payroll related, pertaining to the initial deployment of our services are initially deferred and are recorded as expense ratably over

the contract terms beginning on the commencement date of the license and subscription. The deferred costs are amortized over the same five year period in
which deferred deployment revenue is recognized. As of September 30, 2009, total deferred costs were $2,463,606, of which $763,238 were classified as
current assets. As of September 30, 2008, total deferred costs were $1,651,352, of which $434,573 were classified as current assets.

Income Taxes
Income taxes are accounted for under the asset and liability method. Deferred tax assets and liabilities are recognized for future tax consequences

attributable to differences between the financial statement carrying amounts of existing assets and liabilities and their respective tax basis. Deferred tax assets
and liabilities are measured using enacted tax rates in effect for the year in which the differences are expected to affect taxable income. Valuation allowances are
established when necessary to reduce deferred tax assets to the amounts expected to be realized.

Effective April 1, 2009, the Company adopted the provisions of the FASB interpretation for tax accounting of uncertainties in income taxes. This
standard clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s financial statements. It prescribes a recognition threshold and
measurement standard for the financial statement recognition and measurement of an income tax position taken or expected to be taken in a tax return. In
addition, it provides guidance on derecognition, classification, interest and penalties, accounting in interim periods, disclosure and transition. Only tax
positions that meet the more-likely-than-not recognition threshold at the effective date may be recognized or continue to be recognized. Management has assessed
the impact of its tax position based on its prior tax compliance practices and as a result, it recognized approximately a $50,000 increase in liability for
unrecognized tax benefits, which was accounted for subsequently as an increase to the April 1, 2009 balance of accumulated deficit.

Use of Estimates
The preparation of financial statements in conformity with accounting principles generally accepted in the United States of America requires

management to make estimates and assumptions that affect the reported amounts of assets and liabilities, and the disclosure of contingent assets and liabilities
at the date of the financial statements, and the reported amounts of revenue and expenses during the reporting period. Actual results could differ from those
estimates.

Discontinued Operations
As described in Note 11 to the financial statements, in connection with the sale of the Company in November 2009, the Company distributed a

technology asset to the stockholders of the Company that had a book value of approximately $225,000 and had been previously acquired from a related party
in March 2008. The asset qualifies as a separate business component. The Company undertook limited activity of this asset until April 2009 and expenses
incurred
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subsequent to that date are reflected in loss on discontinued operations on the statement of operations. The technology asset of $225,000 has been reflected on
the balance sheet at September 30, 2009 and 2008 as asset held for sale.

2. Accounts Receivable
Accounts receivable consist of the following:

 

   
September 30,

2009   
September 30,

2008  

Accounts receivable   $ 2,398,047   $ 1,725,877  
Less allowance for discounts    (286,938)   (197,148) 

  $2,111,109   $1,528,729  

The Company performs ongoing credit evaluations of its customers and generally does not require collateral. The Company maintains reserves for credit
losses based upon its estimates and such losses have not been material. Therefore, management has not recorded an allowance for doubtful accounts. If
amounts become uncollectible, they will be charged to operations when that determination has been made. Actual credit losses may differ from estimates and
such differences could be material to the financial statements. The Company allows a 20% discount on renewal annuity maintenance contracts that are paid
within a certain time frame. The Company bills renewal subscriptions up to 90 days in advance of subscription period commencement and records the
amount in deferred revenue. Customers are obligated to cancel 90 days prior to their anniversary/renewal date or they are liable for the next year’s license fee.

3. Property and Equipment
Property and equipment is summarized as follows:

 

   
September 30,

2009   
September 30,

2008  

Computer equipment   $ 468,262   $429,669  
Furniture and fixtures    86,635    86,635  
Other equipment    94,734    94,734  

Subtotal    649,631    611,038  
Less accumulated depreciation    (544,636)   (486,782) 

  $ 104,995   $ 124,256  

Depreciation expense was $26,282 and $39,201 for the six months ended September 30, 2009 and 2008, respectively.

4. Related Party Transactions
The Company has a loan agreement with its 49% stockholder that carries an interest rate of 9% and is due in June 2010. The Company is currently

paying monthly installments of $1,500 on this note.
 

   
September 30,

2009   
September 30,

2008  

Note payable—Stockholder   $ 20,000   $ 20,000  
Less current portion    (6,228)   (12,342) 

Total notes payable less current portion   $ 13,772   $ 7,658  

The accrued interest on this note, included in accrued expenses, was $2,108 and $18,308 at September 30, 2009 and 2008, respectively. The Company
incurred interest expense on the note payable to the stockholder of $1,941 and
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$1,025 during the six months ended September 30, 2009 and 2008, respectively.

The Company has worked with its 51% majority stockholder under a technology consulting agreement to perform various software development and
research, some which is performed outside the United States. For the six months ended September 30, 2009 and 2008, the Company incurred fees of
$294,220 and $514,476, respectively, from the related entity all of which are recorded in cost of goods sold. The majority of capitalized software cost at
September 30, 2009 and 2008 were incurred prior to April 2008 and paid to this related party.

The Company’s 51% stockholder also controls other entities whose operations are similar to those of the Company. During March 2008, the Company
paid one of these entities for a software product. As described in Note 12, this software product was distributed to the stockholders in connection with the
acquisition of the Company effective November 19, 2009. At September 30, 2009 and 2008 the net book value of the asset is $225,000 and classified as an
asset held for sale.

In May 2006, the Company entered into a hosting and MIS services support agreement with the 51% majority stockholder. The agreement requires a
monthly fee of approximately $7,250 plus additional fees. The agreement can be cancelled by providing a 30 day notice. For the six months ended
September 30, 2009 and 2008, the Company incurred approximately $41,000 and $52,000, respectively, of expense associated with this agreement and such
costs are included in cost of goods sold.

As of September 30, 2009 and 2008, $86,528 and $1,656,129, respectively, remains unpaid to the majority stockholder and an affiliate company
for such services. No interest is being charged on the unpaid balance.

5. Line of Credit

On September 5, 2007, the Company obtained a revolving line of credit with a bank for borrowings up to $300,000. The line of credit expired in August
2008 and was not renewed.

6. Notes Payable
On September 5, 2007, the Company borrowed $25,000 from a financial institution bearing a fixed interest rate of 8.75%. The loan is secured by the

assets of the Company and is payable in monthly installments of principal and interest, and matures in September 2009.

On April 10, 2008, the Company borrowed $50,000 from the same financial institution bearing a fixed interest rate of 6%. The loan is secured by the
assets of the Company and is payable in monthly installments of principal and interest, and matures in September 2009.

Notes payable comprise the following as of:
 

   
September 30,

2009   
September 30,

2008  

Note payable   $ 5,954   $ 16,519  
Note payable    22,646    41,881  
Total notes payable    28,600    58,400  
Less current portion    (28,600)   (25,448) 

Total notes payable less current portion   $ —     $ 32,952  

On November 19, 2009 as part of Higher One’s Stock Purchase Agreement, both of the above loans were paid off. No future minimum payment
schedule is provided due to this subsequent event, see Note 12.

7. Equity
In October 2005, the Company’s sole stockholder sold 51% of his common stock. In connection with that
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transaction, the Company’s articles of incorporation were amended, authorizing 100,000 shares of preferred stock. Simultaneously the Company’s new
majority stockholder entered into an agreement to purchase 1,240 shares of Series A preferred stock for $1,240,000 from the Company. The purchase price for
the stock was evidenced by a promissory note. The promissory note bore interest at 8% and was due in full on September 30, 2008. The Note was paid in full
in October of 2008.

In September 2008, the Company issued a note receivable to the majority stockholder for $1,000,000, and subsequently advanced the funds in October
2008. The note bears interest rate of prime plus 1%. Principal and accrued interests are due in October 2009. As of September 30, 2009, the balance of the note
and accrued interest receivable is $1,000,000 and $30,000 respectively. As described in Note 11, this note receivable was settled in connection with the
acquisition of the Company effective November 19, 2009. For purposes of financial statements presentation the subsequent issuance of this note is considered
to be an extension of the above mentioned $1.24 million note and is treated as a contra equity account.

The holders of Series A preferred shares are entitled to certain liquidation preferences upon liquidation or dissolution of the Company before any assets
are distributed to the holders of common stock. The Series A preferred stock also contains certain provisions which allow or require the shares to be converted
to common stock upon certain events, such as a public offering raising more than $5 million. Additionally, the Series A preferred shares are entitled to receive
cumulative annual dividends of $0.05 per share if dividends are declared by the board of directors. No such dividends have been declared. The Series A
preferred shares have no voting rights and are not redeemable. As described in Note 11, the series A preferred shares were redeemed in connection with the
acquisition of the Company effective November 19, 2009.

As of September 30, 2009 and 2008, there was one stock option outstanding, originally issued in 1995, allowing the holder to purchase 2,500 shares
of common stock for $1.50 per share. The option has no expiration date, are fully vested and are not part of a formal stock option plan. As described in Note
11, this stock option was repurchased in conjunction with the acquisition of the Company on November 19, 2009.

During the six months ended September 30, 2009 a dividend of $2,000,000 was paid pro-rata to shareholders.

8. Income Taxes
The Company’s tax year end is March 31. The Company estimates tax expense or benefit to interim periods based upon the estimated effective tax rate

for the year. The Company estimated effective tax rate is 0% for the six months ended September 30, 2009 and 20% benefit for the six months ended
September 30, 2008. Deferred tax assets at September 30, 2009 and 2008 of $392,000 and $302,000 are primarily related to the estimated future tax benefits of
net operating tax loss carryforwards net of an appropriate valuation allowance which totaled $128,000 and $68,000 at March 31, 2009 and 2008. As
described in Note 11, the Company was acquired on November 19, 2009 and as result will no longer file tax returns subsequent to that date. Net operating
losses available through November 19, 2009 are expected to be used by the acquiring company based upon the terms of the transaction.

9. Operating Lease
The Company leases office facilities for its California headquarters. The lease is non-cancelable and it expires in May 2010. Future minimum rental

payments required under the lease are $218,570.

Rent expense charged to operations was $95,118 and $96,497 for the six months ended September 30, 2009 and 2008, respectively.

10. Commitments and Contingencies
The Company has a retirement plan under Section 401(k) of the Internal Revenue Code and a profit sharing plan. Substantially all full time employees

are eligible to participate in the plans. Company contributions are discretionary. No contributions were made to the plans during the six months ended
September 30, 2009 and 2008.

The Company has entered into a contractual agreement with a telecommunications provider that will provide data
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and telecommunication capabilities associated with its hosted software solutions. The agreement requires monthly payments of approximately $22,390
through October 2011. If the Company terminates the agreement prior to the autorenewal date, a termination fee equal to 90% of future unpaid obligations
would be due and payable.

The Company has entered into a contractual agreement with a software provider (the Provider) that specializes in developing and licensing administrative
software for educational institutions. The agreement required the Provider to create a product which would interface with the Company’s electronic payment
services. As part of the agreement, the Provider and the Company will join their marketing efforts. Consideration for these services includes royalty fees
ranging from 5% to 50% of the annual subscription fees charged to each customer licensed under this arrangement. The term of the contract is for two years
unless terminated sooner with a written notification.

In connection with the Company’s SmartPay service charge income, they have entered into various agreements with the credit card companies that
require the Company at the beginning of each month to remit a fee based upon SmartPay service charge income collected. The fee paid to the credit card
companies is included in cost of goods sold.

In the normal course of business, the Company may be involved in disputes over various issues, including its technology. The Company does not have
any patents on its software products but vigorously defends its legal rights and itself against all claims.

11. Business Acquisition and Subsequent Events
Effective at the close of business on November 19, 2009, the stockholders of the Company entered into a stock purchase agreement with Higher One

Inc., a Delaware corporation (Higher One). The balance sheet presented is the historical balance of the Company just prior to the effective stock purchase
agreement. The stock purchase agreement stipulates the terms and rights of all outstanding shares of the Company in exchange for current and future cash
consideration substantially in excess of the Company’s current net book value. The agreement included several key provisions and actions which were
undertaken by the Company in conjunction with and just prior to the closing of the transaction. Such actions and key provisions are as follows:
 

 •  The receipt of signed non-compete agreements from the Company’s stockholders.
 

 •  Transition services agreements from key employees.
 

 
•  The Company’s stockholders and Higher One have agreed to indemnify each other with respect to certain elements of the transaction. Such

indemnifications could result in the Company’s stockholders receiving reduced future cash payments if claims are made by Higher One for
certain matters, including any tax owed by the Company for periods prior to the closing date.

 

 
•  Immediately prior to the closing, the transfer/distribution of a technology asset with a net book value of approximately $225,000, was completed

to a new entity owned and controlled by the Company’s stockholders. The asset generated no revenue and the Company incurred minimal
expenses associated with the asset prior to April 2009. The technology asset had previously been acquired from a related party.

 

 

•  Redemption of the Company’s issued and outstanding preferred stock in connection with the repurchase/exchange of the outstanding Preferred A
stock for the cancellation of a note receivable due from the majority stockholder. The book value of the preferred stock was $1,240,000 and the
book value of the note receivable was $1,067,890 at the time of the exchange. The difference has been recorded as an adjustment to accumulated
deficit prior to closing.

 

 
•  Agreement between the Company and one employee to exchange the employee’s right to acquire 2,500 shares of common stock for a bonus related

to prior service. The bonus payment of approximately $640,000 was accrued at November 19, 2009 and paid shortly thereafter.

The Company has evaluated all events occurring subsequent to March 31, 2009 through March 16, 2010 and with the exception of the items noted
above, nothing has occurred outside of the normal course of operations.
 

F-58



Table of Contents

Exhibit Index
 
Exhibit

No.      Description

  2.1  (1)   Asset Purchase Agreement dated as of June 9, 2008 by and among Higher One, Inc., EduCard, LLC and the members listed therein.
  2.2

 

(1)
  

Intellectual Property Purchase Agreement dated as of June 9, 2008 by and between Kevin Jones and Higher One, Inc. (the “Intellectual Property
Purchase Agreement”).

  2.3  (1)   First Amendment to the Intellectual Property Purchase Agreement dated as of May 7, 2009 by and between Kevin Jones and Higher One, Inc.
  2.4

 

(1)
  

Second Amendment to the Intellectual Property Purchase Agreement dated as of August 21, 2009 by and between Kevin Jones and Higher One,
Inc.

  2.5
 

(1)
  

Stock Purchase Agreement dated as of November 19, 2009 by and among Higher One, Inc. and the shareholders of Informed Decisions
Corporation listed thereto.

  2.6  *   Third Amendment to the Intellectual Property Purchase Agreement dated as of May 5, 2010 by and between Kevin Jones and Higher One, Inc.
  2.7

 

*
  

Fourth Amendment to the Intellectual Property Purchase Agreement dated as of December 10, 2010 by and between Kevin Jones and Higher One,
Inc.

  2.8  *   Fifth Amendment to the Intellectual Property Purchase Agreement dated as of February 3, 2010 by and between Kevin Jones and Higher One, Inc.
  3.1

 

(2)
  

Second Amended and Restated Certificate of Incorporation of the Registrant filed with the Secretary of State of the State of Delaware on June 18,
2010.

  3.2  (2)   Bylaws of the Registrant effective as of June 16, 2010.
10.1

 

(1)
  

Amended and Restated Investor Rights Agreement dated as of August 26, 2008 by and among Higher One Holdings, Inc. and the shareholders
listed thereto.

10.2  (1)   Services Agreement dated as of May 9, 2008 by and between The Bancorp, Inc. and Higher One, Inc.**
10.3  (1)   Lease Agreement dated as of November 1, 2007 by and between WE 150 Munson LLC and Higher One, Inc (the “New Haven Lease”).
10.4  (1)   Amendment No. 1 to the New Haven Lease dated as of June 5, 2009 by and between WE 150 Munson LLC and Higher One, Inc.
10.5  (1)   Amendment No. 2 to the New Haven Lease dated December 1, 2009 by and between WE 150 Munson LLC and Higher One, Inc.
10.6  (1)   Higher One Holdings, Inc. 2000 Stock Incentive Plan dated as of April 20, 2000, as amended on August 3, 2006.
10.7  (1)   Form of Higher One Holdings, Inc. Incentive Stock Option Agreement.
10.8  (1)   Form of Higher One Holdings, Inc. Non-Qualified Stock Option Agreement.
10.9  (1)   Form of Higher One Holdings, Inc. Stock Restriction Agreement.
10.10  (1)   Higher One Holdings, Inc. Short Term Incentive Plan, dated as of March 26, 2010
10.11  (1)   Higher One Holdings, Inc. 2010 Equity Incentive Plan, dated as of March 26, 2010
10.12  (1)   Form of Higher One Holdings, Inc. Stock Option Grant Agreement.
10.13  (3)   Credit Agreement, dated as of December 31, 2010, by and among Higher One, Inc., and Bank of America, N.A.
10.14  *   Guaranty dated as of December 31, 2010 by Higher One Holdings, Inc. in favor of Bank of America, N.A., as administrative agent.
10.15  *   Guaranty dated as of December 31, 2010 by Higher One Payments, Inc. in favor of Bank of America, N.A., as administrative agent.
10.16  *   Guaranty dated as of December 31, 2010 by Higher One Real Estate, Inc. in favor of Bank of America, N.A., as administrative agent.
10.17  *   Guaranty dated as of December 31, 2010 by Higher One Real Estate SP, LLC in favor of Bank of America, N.A., as administrative agent.
10.18  *   Guaranty dated as of December 31, 2010 by Higher One Machines, Inc. in favor of Bank of America, N.A., as administrative agent.
10.19

 

*
  

Stock Pledge Agreement dated as of December 31, 2010 by and between Higher One Holdings, Inc. and Bank of America, N.A., as
administrative agent.

10.20  *   Lease Agreement dated as of May 21, 2010 by and between Higher One Payments, Inc. and



Table of Contents

   GSR II, LLC and LM Swan Way, LLC

21.1  *  List of Subsidiaries of Higher One Holdings, Inc.

23.1  *  Consent of PricewaterhouseCoopers LLP

23.2  *  Consent of Burr Pilger Mayer, Inc.

31.1  *  Certifications of Chief Executive Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

31.2  *  Certifications of Chief Financial Officer Pursuant to Section 302 of the Sarbanes-Oxley Act of 2002

32.1  *  Certifications of Chief Executive Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002

32.2  *  Certifications of Chief Financial Officer Pursuant to Section 906 of the Sarbanes-Oxley Act of 2002
 
 ** Portions of this exhibit have been omitted pursuant to a request for confidential treatment.
 (1) Incorporated by reference to exhibit filed with Registrant’s registration statement on Form S-1 (File No. 333-165673), as amended.
 (2) Incorporated by reference to exhibit filed with Registrant’s Quarterly Report on Form 10-Q for the period ending June 30, 2010.
 (3) Incorporated by reference to exhibit filed with Registrant’s Report on Form 8-K filed on January 5, 2011
 * Filed herewith



Exhibit 2.6

THIRD AMENDMENT TO
INTELLECTUAL PROPERTY PURCHASE AGREEMENT

THIS THIRD AMENDMENT TO INTELLECTUAL PROPERTY PURCHASE AGREEMENT (this “ Third Amendment”), dated as of May 12,
2010, by and between Kevin Jones, an individual residing at 752 Rodeo Circle, Orange, CA 92869 (“ Seller”) and Higher One, Inc., a Delaware corporation
having a place of business at 25 Science Park, New Haven, Connecticut 06511 (“ Buyer”).

RECITALS:

WHEREAS, Seller and Buyer are parties to that certain Intellectual Property Purchase Agreement, dated as of June 9, 2008 as amended by that certain
First Amendment to Intellectual Property Agreement, dated as of May 07, 2009 and that certain Second Amendment to Intellectual Property Agreement, dated as
of August 21, 2009 (collectively, the “IP Purchase Agreement”); and

WHEREAS, the parties hereto have agreed to amend the IP Purchase Agreement on the terms set forth herein.

NOW THEREFORE, intending to be legally bound hereby, the parties hereto agree as follows:

Section 1. Incorporation by Reference; Defined Terms.

(a) The recitals set forth above are hereby incorporated herein by reference.

(b) Capitalized terms used but not defined herein shall have the meanings given to such terms in the IP Purchase Agreement.

Section 2. Amendments to IP Purchase Agreement .
 

 (a) The list of colleges and universities on Exhibit B to the IP Purchase Agreement is hereby amended to delete the following colleges from the list:
 

 (1) Colorado Community College System - IT Aims Community College;
 

 (2) Colorado Community College System - IT Arapahoe Community College;
 

 (3) Colorado Community College System - IT Colorado Mountain College;
 

 (4) Colorado Community College System - IT Colorado Northwestern Community College;
 

 (5) Colorado Community College System - IT Community College of Aurora;
 

 (6) Colorado Community College System - IT Community College of Denver;
 

 (7) Colorado Community College System - IT Front Range Community College;
 

 (8) Colorado Community College System - IT Lamar Community College;
 

 (9) Colorado Community College System - IT Morgan Community College;



 (10) Colorado Community College System - IT Northeastern Junior College;
 

 (11) Colorado Community College System - IT Otero Junior College;
 

 (12) Colorado Community College System - IT Pikes Peak Community College;
 

 (13) Colorado Community College System - IT Pueblo Community College;
 

 (14) Colorado Community College System - IT Red Rocks Community College; and
 

 (15) Colorado Community College System - IT Trinidad State Junior College.

(b) The IP Purchase Agreement is hereby amended in accordance with the terms hereof, and this Third Amendment and the IP Purchase Agreement shall
hereafter be one agreement and any reference to the IP Purchase Agreement in any document, instruments or agreement shall hereafter mean and include the IP
Purchase Agreement as amended hereby. Except as specifically amended hereby, the IP Purchase Agreement is hereby ratified and confirmed and shall remain
in full force and effect after the date hereof.

Section 3. Miscellaneous.

(a) Governing Law. This Third Amendment shall be governed by, and construed and enforced in accordance with, the laws of the State of Connecticut,
without regard to its conflict of law principles.

(b) Counterparts. This Third Amendment may be executed in any number of counterparts and by the different parties hereto on separate counterparts
each of which, when so executed, shall be deemed an original, but all such counterparts shall constitute but one and the same instrument.

(c) Facsimiles and Email. The parties hereby agree that delivery by facsimile transmission or email of signature pages hereto signed on behalf of the
parties hereto shall constitute effective and binding execution and delivery of this Third Amendment by such parties.

(d) Severability. If any provision of this Third Amendment, or the application thereof to any party hereto, shall be held invalid or unenforceable, such
invalidity or unenforceability shall not affect any other provisions or applications of this Third Amendment which can be given effect without the invalid and
unenforceable provision or application, and to this end the parties hereto agree that the provisions of this Third Amendment are and shall be severable.

[Signatures on the following page]
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IN WITNESS WHEREOF, the parties hereto, intending to be legally bound hereby, have executed and delivered this Third Amendment as of the date
first above written.
 

SELLER

/s/ Kevin Jones
Kevin Jones

BUYER
HIGHER ONE, INC.

By: /s/ Dean Hatton
Name: Dean Hatton
Title: CEO



Exhibit 2.7

FOURTH AMENDMENT TO
INTELLECTUAL PROPERTY PURCHASE AGREEMENT

THIS FOURTH AMENDMENT TO INTELLECTUAL PROPERTY PURCHASE AGREEMENT (this “ Fourth Amendment”), dated as of
December 10, 2010, by and between Kevin Jones, an individual residing at 2747 Paradise Road, Apt 3204, Las Vegas, Nevada 89109 (“ Seller”), and Higher
One, Inc., a Delaware corporation having a place of business at 25 Science Park, New Haven, Connecticut 06511 (“ Buyer”), and, with respect to Sections 2
and 4 below, D. Dean McCormick, III (“McCormick”), an individual, and Douglas Connon, an individual (“ Connon”).

RECITALS:

WHEREAS, Seller and Buyer are parties to that certain Intellectual Property Purchase Agreement, dated as of June 9, 2008 as amended by that certain
First Amendment to Intellectual Property Agreement, dated as of May 1, 2009, that certain Second Amendment to Intellectual Property Agreement, dated as of
August 21, 2009, and that certain Third Amendment to Intellectual Property Agreement, dated as of May 12, 2010 (collectively, the “ IP Purchase
Agreement”); and

WHEREAS, pursuant to the IP Purchase Agreement, one million (1,000,000) shares of the Buyer’s common stock, $0.001 par value per share, were
issued to Seller as consideration for the Intellectual Property and, thereafter, such shares have been converted into three million (3,000,000) shares of Higher
One Holdings, Inc. (“HOHI”) taking into effect the 3-for-1 stock split of common stock of HOHI and the corporate reorganization of Higher One, and a
portion thereof have been transferred from Seller to each of McCormick and Connon; and

WHEREAS, prior to the date of this Fourth Amendment, McCormick has sold two thousand two hundred twenty-eight (2,228) of the shares referred
to in the immediately preceding paragraph; and

WHEREAS, the parties hereto have agreed to amend the IP Purchase Agreement on the terms set forth herein.

NOW THEREFORE, intending to be legally bound hereby, the parties hereto agree as follows:

Section 1. Incorporation by Reference; Defined Terms.
(a) The recitals set forth above are hereby incorporated herein by reference.

(b) Capitalized terms used but not defined herein shall have the meanings given to such terms in the IP Purchase Agreement.

Section 2. Amendments to IP Purchase Agreement .
(a) Section 1.7 of the IP Purchase Agreement is hereby amended and restated in its entirety as follows:



“1.7 “Qualified Educational Institution” mean each college or university listed on Exhibit B which enters into a written agreement with Buyer or an
Affiliate of Buyer (either before or after the Effective Date) to purchase services from Buyer or an Affiliate of Buyer using the Higher One Technology (an
“HOI Service Agreement”).”

(b) Section 1.8 of the IP Purchase Agreement is hereby amended and restated in its entirety as follows:

“1.8 “Student Enrollment” means, with respect to any Qualified Educational Institution, the number of undergraduate students enrolled thereat (as
reported on IPEDS, available at http://nces.ed.gov/ipeds), as of the date that such Qualified Educational Institution enters into an HOI Service
Agreement.”

(c) Section 1.10 is hereby added to the IP Purchase Agreement, to read as follows:

“1.10 “Shares” means three million (3,000,000) shares of the common stock of Buyer’s parent, HOHI, resulting from (a) the conversion of one million
(1,000,000) shares of Buyer’s common stock issued to Seller pursuant to this Agreement into one million (1,000,000) shares of common stock of HOHI,
and (b) a three-for-one split of the shares of common stock of HOHI referred to in the preceding clause (a).”

(d) Section 1.11 is hereby added to the IP Purchase Agreement, to read as follows:

“1.11 “Jones Shares” means that portion of the Shares standing in the name of Seller.”

(e) Section 1.12 is hereby added to the IP Purchase Agreement, to read as follows:

“1.12 “McCormick Shares” means that portion of the Shares standing in the name of D. Dean McCormick, III.”

(f) Section 1.13 is hereby added to the IP Purchase Agreement, to read as follows:

“1.13 “Connon Shares” means that portion of the Shares standing in the name of Douglas Connon.”

(g) Section 1.14 is hereby added to the IP Purchase Agreement, to read as follows:

“1.14 “Shareholders” means Seller, D. Dean McCormick, III, and Douglas Connon.”

(h) Section 3.1 of the IP Purchase Agreement is hereby amended and restated in its entirety as follows:

“3.1 Equity Payment . The Shares shall be the full consideration for the Intellectual Property, which Shares shall be subject to the Buyer’s repurchase
rights set forth in Section 3.2 below.”

(i) Section 3.2(c) of the IP Purchase Agreement is hereby amended and restated in its entirety as follows:

“(c) If the Student Enrollment at all Qualified Educational Institutions is less than one million (1,000,000) on December 31, 2011, Buyer (a) shall be
deemed to have exercised its Repurchase Right with respect to a number of Shares equal to (i) three million (3,000,000)
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less (ii) an amount equal to three times the Student Enrollment at all Qualified Educational Institutions on December 31, 2011, regardless of whether any
notice of such exercise is provided to Seller.”

(j) Section 3.2(d) is hereby added to the IP Purchase Agreement, to read as follows:

“(d) On September 30, 2012, Buyer shall be deemed to have exercised its Repurchase Right with respect to a number of Shares equal to the product
obtained by multiplying (i) three (3), times (ii) the Student Enrollment at all Qualified Educational Institutions as of December 31, 2011, which have not
launched the services under their respective HOI Service Agreements on or before September 30, 2012, if any, regardless of whether any notice of such
exercise is provided to Seller. Buyer and the Shareholders shall provide the applicable notices to BNY Mellon Shareowner Services (“ BNY Mellon”) to
effectuate the Repurchase Rights set forth herein if necessary. For the avoidance of doubt, there shall not be any new Qualified Educational Institutions
after December 31, 2011.”

(k) Section 3.2(e) is hereby added to the IP Purchase Agreement, to read as follows:

“(e) In the event that the Repurchase Right is exercised, the total number of Shares to be so repurchased shall be taken from the Jones Shares, the
McCormick Shares and the Connon Shares in the following percentages (rounded down to the nearest whole share):

 
Jones Shares    99.0% 
McCormick Shares    0.5% 
Connon Shares    0.5%” 

(l) Section 3.4 of the IP Purchase Agreement is hereby amended and restated in its entirety as follows:

“3.4 Legend to be Placed on Shares.
(a) To ensure that the Shares will be available for delivery upon exercise of the Repurchase Right as herein provided, Buyer and the Shareholders shall
ensure that BNY Mellon Shareowner Services (“BNY Mellon”) places a legend on such Shares in book-entry form stating that “Shares subject to an
agreement and shall not be sold, transferred or assigned without the release by mutual written consent of the record owner of the shares and the issuer of
the shares” (the “Legend”).
(b) Buyer and the Shareholders agree that as of December 10, 2010, a total of 1,293,892 of the Shares (after deducting the 2,228 Shares heretofore sold
by McCormick), comprised of 1,283,159 of the Jones Shares, 4,253 of the McCormick Shares, and 6,481 of the Connon Shares, are not subject to
the Repurchase Right and therefore need not bear the Legend, and the Shareholders and Buyer shall provide BNY Mellon with the necessary notice to
have the Legend removed from such Shares.

(c) Commencing on January 1, 2011 through and including the quarter ending September 30, 2012, the Shareholders shall be entitled to have the Legend
removed from a number of Shares equal to the Student Enrollment at all Qualified Educational
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Institutions that have launched the services under their respective HOI Service Agreements at the end of each fiscal quarter of Buyer upon notice to
Buyer. Within fifteen days of Buyer’s receipt of such notice, Buyer and Seller shall provide notice to BNY Mellon to have the Legend removed from the
applicable number of Shares.

(d) When the Legend is removed from any of the Shares pursuant to this Section 3.4, it will be removed from the Jones Shares, the McCormick Shares
and the Connon Shares in the following percentages (rounded down to the nearest whole share):

 
Jones Shares    99.0% 
McCormick Shares    0.5% 
Connon Shares    0.5%” 

(m) Section 3.5 of the IP Purchase Agreement is hereby amended and restated in its entirety as follows:

“3.5 Substituted Securities or Property . In the event of a stock split, a recapitalization, a Change in Control (as such term is defined below),
dividend or other distribution or transaction affecting or in respect of the outstanding securities of HOHI, any substituted or additional securities and/or
cash or other property which is/are by reason of such transaction distributed with respect to any Shares that then bear the Legend, into which such
Shares are converted or for which such Shares are substituted, shall immediately be subject to the Repurchase Right, and Buyer and the Shareholders
will enter into an appropriate and reasonable escrow agreement mutually acceptable to both of the parties customary for such an agreement under which
such substituted or additional securities and/or cash or other property shall be held until the expiration of the Repurchase Right. Appropriate adjustments
to reflect the distribution of such securities or property shall be made to the number and/or class of the Shares. Appropriate adjustments shall also, after
each such transaction, be made to the price per share to be paid upon the exercise of the Repurchase Right in order to reflect any change in the
outstanding securities of HOHI affected without receipt of consideration therefor; provided,  however, that the aggregate repurchase price payable by the
Buyer for the Shares shall remain the same.”

(n) The first sentence of Section 3.6 of the IP Purchase Agreement is hereby amended and restated in its entirety as follows:

“No Shares that bear the Legend nor any interest therein may be directly or indirectly transferred, sold, assigned, pledged, hypothecated, or otherwise
disposed of except with the prior written consent of the Board of Directors of the Buyer.”

(o) The first sentence of Section 6.2(b) of the IP Purchase Agreement is hereby amended and restated in its entirety as follows:

“In addition to any other rights and remedies it may have, Buyer may set-off against the Shares that then bear the Legend (based upon the then current
fair market value of the Shares as periodically determined by an independent valuation firm selected by the Buyer in connection with the Buyer’s “409A
valuation” process) any amount payable to any Buyer Indemnified Party pursuant to this Section 6.2; provided that Buyer has a reasonable basis in
fact for making such set-off and gives Seller reasonable notice of its intent to do so. If any set-off is made pursuant to the immediately preceding
sentence, the Shares subject to such
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set-off will be allocated among the Jones Shares, the McCormick Shares and the Connon Shares in the following percentages (rounded down to the
nearest whole share):

 
Jones Shares    99.0% 
McCormick Shares    0.5% 
Connon Shares    0.5%” 

(p) The portion of Section 7.1 of the IP Purchase Agreement setting forth the address of Seller for purposes of the IP Purchase Agreement is hereby
amended to read as follows:

“If to Seller:

Kevin Jones
2747 Paradise Road, Apt 3204
Las Vegas, Nevada 89109”

Section 3. Effect of this Amendment.
The IP Purchase Agreement is hereby amended in accordance with the terms hereof, and this Fourth Amendment and the IP Purchase Agreement shall

hereafter be one agreement and any reference to the IP Purchase Agreement in any document, instruments or agreement shall hereafter mean and include the IP
Purchase Agreement as amended hereby. Except as specifically amended hereby, the IP Purchase Agreement is hereby ratified and confirmed and shall remain
in full force and effect after the date hereof.

Section 4. Miscellaneous.
(a) Governing Law. This Fourth Amendment shall be governed by, and construed and enforced in accordance with, the laws of the State of Connecticut,

without regard to its conflict of law principles.

(b) Counterparts. This Fourth Amendment may be executed in any number of counterparts and by the different parties hereto on separate counterparts
each of which, when so executed, shall be deemed an original, but all such counterparts shall constitute but one and the same instrument.

(c) Facsimiles and Email. The parties hereby agree that delivery by facsimile transmission or email of signature pages hereto signed on behalf of the
parties hereto shall constitute effective and binding execution and delivery of this Fourth Amendment by such parties.

(d) Severability. If any provision of this Fourth Amendment, or the application thereof to any party hereto, shall be held invalid or unenforceable, such
invalidity or unenforceability shall not affect any other provisions or applications of this Fourth Amendment which can be given effect without the invalid and
unenforceable provision or application, and to this end the parties hereto agree that the provisions of this Fourth Amendment are and shall be severable.

(e) Amendment, Waivers, Consents, Etc. Any provision of the IP Purchase Agreement, including but not limited to any provision contained in this
Fourth Amendment, may be amended, and the observance of any such provision may be waived (either generally or in a particular instance and either
retroactively or prospectively), only with the written consent of Buyer and Seller, and any
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such amendment or waiver shall be binding on Buyer, Seller, McCormick and Connon. Further, any consent, approval or instructions given by Seller
(including but not limited to any given to BNY Mellon Shareowner Services) pertaining in any way to the IP Purchase Agreement, including but not limited to
any consent, approval or instructions relating to the imposition or removal of the Legend from any of the Shares, or in connection with the exercise of the
Repurchase Right by Buyer, shall be binding on Seller, McCormick and Connon.

IN WITNESS WHEREOF, the parties hereto, intending to be legally bound hereby, have executed and delivered this Fourth Amendment as of the date
first above written.
 

SELLER

/s/ Kevin Jones
Kevin Jones

BUYER
HIGHER ONE, INC.

By:  /s/ Mark Volchek
Name:  Mark Volchek
Title:  Chief Financial Officer and Treasurer

The undersigned hereby agree to the provisions of Sections 2 and 4 above.
 

/s/ D. Dean McCormick, III   /s/ Douglas Connon
D. Dean McCormick, III   Douglas Connon

The undersigned hereby agrees to abide by the provisions of the IP Purchase Agreement, as amended by this Fourth Amendment.
 

HIGHER ONE HOLDINGS, INC.

By:  /s/ Mark Volchek
Name:  Mark Volchek
Title:  Chief Financial Officer and Treasurer
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Exhibit 2.8

FIFTH AMENDMENT TO
INTELLECTUAL PROPERTY PURCHASE AGREEMENT

THIS FIFTH AMENDMENT TO INTELLECTUAL PROPERTY PURCHASE AGREEMENT (this “ Fifth Amendment”), dated as of February 3,
2011, by and between Kevin Jones, an individual residing at 2747 Paradise Road, Apt 3204, Las Vegas, Nevada 89109 (“ Seller”), and Higher One, Inc., a
Delaware corporation having a place of business at 25 Science Park, New Haven, Connecticut 06511 (“ Buyer”), and, with respect to Sections 2 and 4
below, D. Dean McCormick, III (“McCormick”), an individual, and Douglas Connon, an individual (“ Connon”).

RECITALS:

WHEREAS, Seller and Buyer are parties to that certain Intellectual Property Purchase Agreement, dated as of June 9, 2008 as amended by that certain
First Amendment to Intellectual Property Agreement, dated as of May 1, 2009, that certain Second Amendment to Intellectual Property Agreement, dated as of
August 21, 2009, that certain Third Amendment to Intellectual Property Agreement, dated as of May 12, 2010, and that certain Fourth Amendment to
Intellectual Property Agreement, dated December 10, 2010 (collectively, the “ IP Purchase Agreement”); and WHEREAS, pursuant to the IP Purchase
Agreement, one million (1,000,000) shares of the Buyer’s common stock, $0.001 par value per share, were issued to Seller as consideration for the Intellectual
Property and, thereafter, such shares have been converted into three million (3,000,000) shares of Higher One Holdings, Inc. (“ HOHI”) taking into effect the 3-
for-1 stock split of common stock of HOHI and the corporate reorganization of Higher One, and a portion thereof have been transferred from Seller to each of
McCormick and Connon; and

WHEREAS, prior to the date of this Fifth Amendment, McCormick has sold two thousand two hundred twenty-eight (2,228) of the shares referred to
in the immediately preceding paragraph and Jones has sold eleven thousand one hundred forty (11,140) of the shares referred to in the immediately preceding
paragraph; and

WHEREAS, the parties hereto have agreed to amend the IP Purchase Agreement on the terms set forth herein.

NOW THEREFORE, intending to be legally bound hereby, the parties hereto agree as follows:

Section 1. Incorporation by Reference; Defined Terms.
(a) The recitals set forth above are hereby incorporated herein by reference.

(b) Capitalized terms used but not defined herein shall have the meanings given to such terms in the IP Purchase Agreement.

Section 2. Amendments to IP Purchase Agreement .
(a) Section 3.4 of the IP Purchase Agreement is hereby amended and restated in its entirety as follows:



“3.4 Legend to be Placed on Shares.
(a) To ensure that the Shares will be available for delivery upon exercise of the Repurchase Right as herein provided, Buyer and the Shareholders shall
ensure that BNY Mellon Shareowner Services (“BNY Mellon”) places a legend on such Shares in book-entry form stating that “Shares subject to an
agreement and shall not be sold, transferred or assigned without the release by mutual written consent of the record owner of the shares and the issuer of
the shares” (the “Legend”).
(b) Buyer and the Shareholders agree that (i) as of December 10, 2010, a total of 1,282,752 of the Shares (after deducting the 2,228 Shares heretofore
sold by McCormick and the 11,140 Shares heretofore sold by Jones), comprised of 1,272,019 of the Jones Shares, 4,252 of the McCormick Shares,
and 6,481 of the Connon Shares, were not subject to the Repurchase Right and therefore need not have born the Legend and (ii) as of January 25, 2011,
a total of 1,302,111 of the Shares (after deducting the 2,228 Shares heretofore sold by McCormick and the 11,140 Shares heretofore sold by Jones),
comprised of 1,291,185 of the Jones Shares, 4,349 of the McCormick Shares, and 6,577 of the Connon Shares, were not subject to the Repurchase
Right and therefore need not have born the Legend , and the Shareholders and Buyer shall provide BNY Mellon with the necessary notice to have the
Legend removed from such Shares.

(b) The list of colleges and universities on Exhibit B to the IP Purchase Agreement is hereby amended and restated in its entirety to include each college
and university listed on Annex A attached hereto.

Section 3. Effect of this Amendment.
The IP Purchase Agreement is hereby amended in accordance with the terms hereof, and this Fifth Amendment and the IP Purchase Agreement shall

hereafter be one agreement and any reference to the IP Purchase Agreement in any document, instruments or agreement shall hereafter mean and include the IP
Purchase Agreement as amended hereby. Except as specifically amended hereby, the IP Purchase Agreement is hereby ratified and confirmed and shall remain
in full force and effect after the date hereof.

Section 4. Miscellaneous.
(a) Governing Law. This Fifth Amendment shall be governed by, and construed and enforced in accordance with, the laws of the State of Connecticut,

without regard to its conflict of law principles.

(b) Counterparts. This Fifth Amendment may be executed in any number of counterparts and by the different parties hereto on separate counterparts
each of which, when so executed, shall be deemed an original, but all such counterparts shall constitute but one and the same instrument.

(c) Facsimiles and Email. The parties hereby agree that delivery by facsimile transmission or email of signature pages hereto signed on behalf of the
parties hereto shall constitute effective and binding execution and delivery of this Fifth Amendment by such parties.
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(d) Severability. If any provision of this Fifth Amendment, or the application thereof to any party hereto, shall be held invalid or unenforceable, such
invalidity or unenforceability shall not affect any other provisions or applications of this Fifth Amendment which can be given effect without the invalid and
unenforceable provision or application, and to this end the parties hereto agree that the provisions of this Fifth Amendment are and shall be severable.

(e) Amendment, Waivers, Consents, Etc. Any provision of the IP Purchase Agreement, including but not limited to any provision contained in this Fifth
Amendment, may be amended, and the observance of any such provision may be waived (either generally or in a particular instance and either retroactively or
prospectively), only with the written consent of Buyer and Seller, and any such amendment or waiver shall be binding on Buyer, Seller, McCormick and
Connon. Further, any consent, approval or instructions given by Seller (including but not limited to any given to BNY Mellon Shareowner Services)
pertaining in any way to the IP Purchase Agreement, including but not limited to any consent, approval or instructions relating to the imposition or removal of
the Legend from any of the Shares, or in connection with the exercise of the Repurchase Right by Buyer, shall be binding on Seller, McCormick and Connon.

[Signatures on following page]
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IN WITNESS WHEREOF, the parties hereto, intending to be legally bound hereby, have executed and delivered this Fifth Amendment as of the date
first above written.
 

SELLER

/s/ Kevin Jones
Kevin Jones

BUYER
HIGHER ONE, INC.

By:  /s/ Mark Volchek
Name:  Mark Volchek
Title:  Chief Financial Officer and Treasurer

The undersigned hereby agree to the provisions of Sections 2 and 4 above.
 

/s/ D. Dean McCormick, III   /s/ Douglas Connon
D. Dean McCormick, III   Douglas Connon

The undersigned hereby agrees to abide by the provisions of the IP Purchase Agreement, as amended by this Fifth Amendment.
 

HIGHER ONE HOLDINGS, INC.

By:  /s/ Mark Volchek
Name:  Mark Volchek
Title:  Chief Financial Officer and Treasurer
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Exhibit 10.14
EXECUTION COPY

CONTINUING GUARANTY

THIS CONTINUING GUARANTY is made as of the 31st day of December, 2010 by HIGHER ONE HOLDINGS, INC. , a Delaware corporation
(the “Guarantor”), in favor of BANK OF AMERICA, N.A. , a national banking association having an office at 777 Main Street, Hartford, Connecticut
06115, as Administrative Agent (together with any successor thereto appointed pursuant to Section 9.06 of the Credit Agreement referred to below, “ Agent”)
for itself and the other Lenders (defined below) which are or may become parties to the Credit Agreement referred to below.

FOR VALUE RECEIVED, the sufficiency of which is hereby acknowledged, and in consideration of credit and/or financial accommodation heretofore
or hereafter from time to time made or granted to HIGHER ONE, INC. , a Delaware corporation (the “Borrower”), by each lending institution from time to
time a “lender” (collectively, the “Lenders”) under that certain Credit Agreement of even date herewith (as amended, restated, extended, supplemented or
otherwise modified in writing from time to time, the “ Credit Agreement”; capitalized terms used herein without definition shall have the respective meanings
ascribed to them in the Credit Agreement) by and among the Borrower, the Lenders and the Agent, as Administrative Agent, a Lender and L/C Issuer, the
Guarantor hereby furnishes its guaranty of the Guaranteed Obligations (as hereinafter defined) as follows:

1. Guaranty. The Guarantor hereby absolutely and unconditionally guarantees, as a guaranty of payment and performance and not merely as a
guaranty of collection, prompt payment when due, whether at stated maturity, by required prepayment, upon acceleration, demand or otherwise, and at all
times thereafter, of any and all existing and future indebtedness and liabilities of every kind, nature and character, direct or indirect, absolute or contingent,
liquidated or unliquidated, voluntary or involuntary and whether for principal, interest, premiums, fees, indemnities, damages, costs, expenses or otherwise,
of the Borrower to the Lenders arising under the Credit Agreement and any instruments, agreements or other documents of any kind or nature now or hereafter
executed in connection with the Credit Agreement (including all renewals, extensions, amendments, refinancings and other modifications thereof and all costs,
attorneys’ fees and expenses incurred by the Lenders in connection with the collection or enforcement thereof), and whether recovery upon such indebtedness
and liabilities may be or hereafter become unenforceable or shall be an allowed or disallowed claim under any proceeding or case commenced by or against the
Guarantor or the Borrower under the Bankruptcy Code (Title 11, United States Code), any successor statute or any other liquidation, conservatorship,
bankruptcy, assignment for the benefit of creditors, moratorium, rearrangement, receivership, insolvency, reorganization, or similar debtor relief laws of the
United States or other applicable jurisdictions from time to time in effect and affecting the rights of creditors generally (collectively, “ Debtor Relief Laws”), and
including interest that accrues after the commencement by or against the Borrower of any proceeding under any Debtor Relief Laws (collectively, the
“Guaranteed Obligations”). The Agent’s and the Lenders’ books and records showing the amount of the Guaranteed Obligations shall be admissible in
evidence in any action or proceeding, and shall be binding upon the Guarantor and, in the absence of manifest error, conclusive for the purpose of establishing
the amount of the Guaranteed Obligations. This Guaranty shall not be affected by the genuineness, validity, regularity or enforceability of the



Guaranteed Obligations or any instrument or agreement evidencing any Guaranteed Obligations, or by the existence, validity, enforceability, perfection, non-
perfection or extent of any collateral therefor, or by any fact or circumstance relating to the Guaranteed Obligations which might otherwise constitute a defense
to the obligations of the Guarantor under this Guaranty, and the Guarantor hereby irrevocably waives any defenses it may now have or hereafter acquire in any
way relating to any or all of the foregoing.

2. No Setoff or Deductions; Taxes; Payments. The Guarantor represents and warrants that it is organized and resident in the United States of
America. The Guarantor shall make all payments hereunder without setoff or counterclaim and free and clear of and without deduction for any taxes, levies,
imposts, duties, charges, fees, deductions, withholdings, compulsory loans, restrictions or conditions of any nature now or hereafter imposed or levied by
any jurisdiction or any political subdivision thereof or taxing or other authority therein unless the Guarantor is compelled by law to make such deduction or
withholding. If any such obligation (other than one arising with respect to taxes based on or measured by the income or profits of the Lenders) is imposed upon
the Guarantor with respect to any amount payable by it hereunder, the Guarantor will pay to the Agent (on behalf of the Lenders), on the date on which such
amount is due and payable hereunder, such additional amount in U.S. dollars as shall be necessary to enable the Lenders to receive the same net amount
which the Lenders would have received on such due date had no such obligation been imposed upon the Guarantor. The Guarantor will deliver promptly to the
Lenders certificates or other valid vouchers for all taxes or other charges deducted from or paid with respect to payments made by the Guarantor hereunder.
The obligations of the Guarantor under this paragraph shall survive the payment in full of the Guaranteed Obligations and termination of this Guaranty.

3. Rights of Lender. The Guarantor consents and agrees that the Agent, on behalf of the Lender may, at any time and from time to time, without notice
or demand, and without affecting the enforceability or continuing effectiveness hereof: (a) amend, extend, renew, compromise, discharge, accelerate or
otherwise change the time for payment or the terms of the Guaranteed Obligations or any part thereof; (b) take, hold, exchange, enforce, waive, release, fail to
perfect, sell, or otherwise dispose of any security for the payment of this Guaranty or any Guaranteed Obligations; (c) apply such security and direct the order
or manner of sale thereof as the Agent, on behalf of Lenders, in its sole discretion may determine; and (d) release or substitute one or more of any endorsers or
other guarantors of any of the Guaranteed Obligations. Without limiting the generality of the foregoing, the Guarantor consents to the taking of, or failure to
take, any action which might in any manner or to any extent vary the risks of the Guarantor under this Guaranty or which, but for this provision, might
operate as a discharge of the Guarantor.

4. Certain Waivers. The Guarantor waives (a) any defense arising by reason of any disability or other defense of the Borrower or any other guarantor,
or the cessation from any cause whatsoever (including any act or omission of the Agent on behalf of the Lenders or any Lender) of the liability of the Borrower;
(b) any defense based on any claim that the Guarantor’s obligations exceed or are more burdensome than those of the Borrower; (c) the benefit of any statute of
limitations affecting the Guarantor’s liability hereunder; (d) any right to require the Agent to proceed against the Borrower, proceed against or exhaust any
security for the Indebtedness, or pursue any other remedy in the Agent’s or any Lender’s power whatsoever; (e)
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any benefit of and any right to participate in any security now or hereafter held by the Agent or any Lender; and (f) to the fullest extent permitted by law, any
and all other defenses or benefits that may be derived from or afforded by applicable law limiting the liability of or exonerating guarantors or sureties. The
Guarantor expressly waives all setoffs and counterclaims and all presentments, demands for payment or performance, notices of nonpayment or
nonperformance, protests, notices of protest, notices of dishonor and all other notices or demands of any kind or nature whatsoever with respect to the
Guaranteed Obligations, and all notices of acceptance of this Guaranty or of the existence, creation or incurrence of new or additional Guaranteed Obligations.

5. Obligations Independent . The obligations of the Guarantor hereunder are those of primary obligor, and not merely as surety, and are independent of
the Guaranteed Obligations and the obligations of any other guarantor, and a separate action may be brought against the Guarantor to enforce this Guaranty
whether or not the Borrower or any other person or entity is joined as a party.

6. Subrogation. The Guarantor shall not exercise any right of subrogation, contribution, indemnity, reimbursement or similar rights with respect to
any payments it makes under this Guaranty until all of the Guaranteed Obligations and any amounts payable under this Guaranty have been indefeasibly
paid and performed in full and any Commitments with respect to the Guaranteed Obligations are terminated. If any amounts are paid to the Guarantor in
violation of the foregoing limitation, then such amounts shall be held in trust for the benefit of the Agent, for the Lenders, and shall forthwith be paid to the
Agent to reduce the amount of the Guaranteed Obligations, whether matured or unmatured.

7. Termination; Reinstatement. This Guaranty is a continuing and irrevocable guaranty of all Guaranteed Obligations now or hereafter existing and
shall remain in full force and effect until all Guaranteed Obligations and any other amounts payable under this Guaranty are indefeasibly paid in full in cash
and any commitments of the Lenders or facilities provided by the Lenders with respect to the Guaranteed Obligations are terminated. Notwithstanding the
foregoing, this Guaranty shall continue in full force and effect or be revived, as the case may be, if any payment by or on behalf of the Borrower or the
Guarantor is made, or the Agent on behalf of any of the Lenders exercises its right of setoff, in respect of the Guaranteed Obligations and such payment or the
proceeds of such setoff or any part thereof is subsequently invalidated, declared to be fraudulent or preferential, set aside or required (including pursuant to
any settlement entered into by the Agent or any Lender in its discretion) to be repaid to a trustee, receiver or any other party, in connection with any proceeding
under any Debtor Relief Laws or otherwise, all as if such payment had not been made or such setoff had not occurred and whether or not the Agent is in
possession of or has released this Guaranty and regardless of any prior revocation, rescission, termination or reduction. The obligations of the Guarantor
under this paragraph shall survive termination of this Guaranty.

8. Subordination. The Guarantor hereby subordinates the payment of all obligations and indebtedness of the Borrower owing to the Guarantor, whether
now existing or hereafter arising, including but not limited to any obligation of the Borrower to the Guarantor as subrogee of the Agent or resulting from the
Guarantor’s performance under this Guaranty, to the indefeasible payment in full in cash of all Guaranteed Obligations. If the Agent on behalf of the
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Lenders or any Lender so requests, any such obligation or indebtedness of the Borrower to the Guarantor shall be enforced and performance received by the
Guarantor as trustee for the Agent and the proceeds thereof shall be paid over to the Agent on account of the Guaranteed Obligations, but without reducing or
affecting in any manner the liability of the Guarantor under this Guaranty.

9. Stay of Acceleration.  In the event that acceleration of the time for payment of any of the Guaranteed Obligations is stayed, in connection with any
case commenced by or against the Guarantor or the Borrower under any Debtor Relief Laws, or otherwise, all such amounts shall nonetheless be payable by
the Guarantor immediately upon demand by the Agent on behalf of the Lenders.

10. Expenses. The Guarantor shall pay on demand all out-of-pocket expenses (including attorneys’ fees and expenses and the allocated cost and
disbursements of internal legal counsel) in any way relating to the enforcement or protection of the Agent’s and the Lenders’ rights under this Guaranty or in
respect of the Guaranteed Obligations, including any incurred during any “workout” or restructuring in respect of the Guaranteed Obligations and any
incurred in the preservation, protection or enforcement of any rights of any Lender in connection with any proceeding under any Debtor Relief Laws. The
obligations of the Guarantor under this paragraph shall survive the payment in full of the Guaranteed Obligations and termination of this Guaranty.

11. Miscellaneous. No provision of this Guaranty may be waived, amended, supplemented or modified, except by a written instrument executed by the
Agent, on behalf of the Lenders, and the Guarantor. No failure by the Agent or the Lenders to exercise, and no delay in exercising, any right, remedy or power
hereunder shall operate as a waiver thereof; nor shall any single or partial exercise of any right, remedy or power hereunder preclude any other or further
exercise thereof or the exercise of any other right, power or remedy. The remedies herein provided are cumulative and not exclusive of any remedies provided by
law or in equity. The unenforceability or invalidity of any provision of this Guaranty shall not affect the enforceability or validity of any other provision
herein. Unless otherwise agreed by the Agent, on behalf of the Lenders, and the Guarantor in writing, this Guaranty is not intended to supersede or otherwise
affect any other guaranty now or hereafter given by the Guarantor for the benefit of the Agent and the Lenders or any term or provision thereof.

12. Condition of Borrower. The Guarantor acknowledges and agrees that it has the sole responsibility for, and has adequate means of, obtaining from
the Borrower and any other guarantor such information concerning the financial condition, business and operations of the Borrower and any such other
guarantor as the Guarantor requires, and that the Agent has no duty, and the Guarantor is not relying on the Agent at any time, to disclose to the Guarantor any
information relating to the business, operations or financial condition of the Borrower or any other guarantor (the Guarantor waiving any duty on the part of
the Agent to disclose such information and any defense relating to the failure to provide the same).

13. Setoff. If and to the extent any payment is not made when due hereunder, the Guarantor hereby grants to the Agent and the Lenders a continuing
lien, security interest and right of setoff as security for the Guaranteed Obligations and any and all indebtedness,
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obligations and liabilities of Guarantor under the other Loan Documents to which it is a party, whether now existing or hereafter arising, upon and against all
its deposits, credits, collateral and property, now or hereafter in the possession, custody, safekeeping or control of the Agent, any Lender or any entity under
common control of Bank of America Corporation and its successors and assigns or in transit to any of them.

14. Representations and Warranties. The Guarantor represents and warrants that (a) it is duly organized and in good standing under the laws of the
jurisdiction of its organization and has full capacity and right to make and perform this Guaranty, and all necessary authority has been obtained; (b) this
Guaranty constitutes its legal, valid and binding obligation enforceable in accordance with its terms; (c) the making and performance of this Guaranty does
not and will not violate the provisions of any applicable law, regulation or order, and does not and will not result in the breach of, or constitute a default or
require any consent under, any material agreement, instrument, or document to which it is a party or by which it or any of its property may be bound or
affected; and (d) all consents, approvals, licenses and authorizations of, and filings and registrations with, any governmental authority required under
applicable law and regulations for the making and performance of this Guaranty have been obtained or made and are in full force and effect.

15. Indemnification and Survival.  Without limitation on any other obligations of the Guarantor or remedies of the Agent and the Lenders under this
Guaranty, the Guarantor shall, to the fullest extent permitted by law, indemnify, defend and save and hold harmless the Agent and the Lenders from and
against, and shall pay on demand, any and all damages, losses, liabilities and expenses (including reasonable attorneys’ fees and expenses and the allocated
cost and disbursements of internal legal counsel) that may be suffered or incurred by the Agent and the Lenders in connection with or as a result of any failure
of any Guaranteed Obligations to be the legal, valid and binding obligations of the Borrower enforceable against the Borrower in accordance with their terms.
The obligations of the Guarantor under this paragraph shall survive the payment in full of the Guaranteed Obligations and termination of this Guaranty.

16. GOVERNING LAW; Assignment; Jurisdiction; Notices. THIS GUARANTY SHALL BE GOVERNED BY, AND CONSTRUED IN
ACCORDANCE WITH, THE INTERNAL LAWS OF THE STATE OF CONNECTICUT. This Guaranty shall (a) bind the Guarantor and its
successors and assigns, provided that the Guarantor may not assign its rights or obligations under this Guaranty without the prior written consent of the Agent
on behalf of the Lenders (and any attempted assignment without such consent shall be void), and (b) inure to the benefit of the Agent and the Lenders and their
respective successors and assigns and the Agent and the Lenders may, without notice to the Guarantor and without affecting the Guarantor’s obligations
hereunder, assign, sell or grant participations in the Guaranteed Obligations and this Guaranty, in whole or in part. The Guarantor hereby irrevocably
(i) submits to the non-exclusive jurisdiction of any United States Federal or State court sitting in Hartford, Connecticut in any action or proceeding arising out
of or relating to this Guaranty, and (ii) waives to the fullest extent permitted by law any defense asserting an inconvenient forum in connection therewith.
Service of process by the Agent or any Lender in connection with such action or proceeding shall be binding on the Guarantor if sent to the Guarantor by
registered or certified mail at its address specified below or such other address as from time to time notified by the Guarantor. The Guarantor agrees that the
Agent and the Lenders may disclose to any
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assignee of or participant in, or any prospective assignee of or participant in, any of its rights or obligations of all or part of the Guaranteed Obligations any
and all information in the Agent’s and the Lenders’ possession concerning the Guarantor, this Guaranty and any security for this Guaranty. All notices and
other communications to the Guarantor under this Guaranty shall be in writing and shall be delivered by hand or overnight courier service, mailed by certified
or registered mail or sent by telecopier to the Guarantor at its address set forth below or at such other address in the United States as may be specified by the
Guarantor in a written notice delivered to the Agent at such office as the Agent may designate for such purpose from time to time in a written notice to the
Guarantor.

17. COMMERCIAL TRANSACTION.  TO INDUCE AGENT, FOR ITSELF AND ON BEHALF OF THE LENDERS, TO ENTER INTO THE
TRANSACTIONS EVIDENCED BY THE NOTE AND ANY OTHER LOAN DOCUMENTS, THE GUARANTOR AGREES THAT THESE ARE
COMMERCIAL TRANSACTIONS AND NOT CONSUMER TRANSACTIONS, AND WAIVES ANY RIGHT TO NOTICE AND A HEARING
UNDER CHAPTER 903a OF THE CONNECTICUT GENERAL STATUTES, AS AMENDED, OR UNDER ANY OTHER FEDERAL OR STATE
STATUTE OR STATUTES OR FOREIGN LAWS AFFECTING PREJUDGMENT REMEDIES, AND AUTHORIZES AGENT’S ATTORNEY TO
ISSUE A WRIT FOR A PREJUDGMENT REMEDY WITHOUT COURT ORDER, PROVIDED THE COMPLAINT SHALL SET FORTH A COPY OF
THIS WAIVER, AND WAIVE ANY CLAIM IN TORT, CONTRACT OR OTHERWISE AGAINST AGENT’S ATTORNEY WHICH MAY ARISE OUT
OF SUCH ISSUANCE OF A WRIT FOR A PREJUDGMENT REMEDY WITHOUT COURT ORDER. FURTHER, IN THE EVENT AGENT, FOR
ITSELF AND ON BEHALF OF THE LENDERS, SEEKS TO TAKE POSSESSION OF ANY OR ALL OF GUARANTOR’S PROPERTY OR OTHER
ASSETS BY COURT PROCESS OR OTHER METHOD AVAILABLE UNDER THE LAW, THE GUARANTOR IRREVOCABLY WAIVES ANY
BOND AND ANY SURETY OR SECURITY RELATING THERETO REQUIRED BY ANY STATUTE, COURT RULE OR OTHERWISE AS AN
INCIDENT TO SUCH POSSESSION, AND WAIVES ANY DEMAND FOR POSSESSION PRIOR TO THE COMMENCEMENT OF ANY SUIT OR
ACTION TO RECOVER WITH RESPECT THERETO. SPECIFICALLY, THE GUARANTOR RECOGNIZES AND UNDERSTANDS THAT THE
EXERCISE BY AGENT OF THE RIGHTS DESCRIBED ABOVE MAY RESULT IN THE ATTACHMENT OF OR LEVY AGAINST SUCH
GUARANTOR’S PROPERTY, AND SUCH WRIT FOR A PREJUDGMENT REMEDY WILL NOT HAVE THE PRIOR WRITTEN APPROVAL OR
SCRUTINY OF A COURT OF LAW OR OTHER JUDICIAL OFFICER AND THE GUARANTOR WILL NOT HAVE THE RIGHT TO ANY NOTICE
OR PRIOR HEARING WHERE THE GUARANTOR MIGHT CONTEST SUCH A PROCEDURE. THE INTENT OF THE GUARANTOR IS TO
GRANT TO THE AGENT, FOR ITSELF AND ON BEHALF OF THE LENDERS, FOR GOOD AND VALUABLE CONSIDERATION THE RIGHT TO
OBTAIN SUCH A PREJUDGMENT REMEDY AND TO EXPRESS ITS BELIEF THAT ANY SUCH PREJUDGMENT REMEDY OBTAINED IS
VALID AND CONSTITUTIONAL UNLESS A COURT OF COMPETENT JURISDICTION SHOULD DETERMINE OTHERWISE.

18. WAIVER OF JURY TRIAL; FINAL AGREEMENT. TO THE EXTENT ALLOWED BY APPLICABLE LAW, THE GUARANTOR, THE
AGENT, FOR ITSELF AND
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ON BEHALF OF THE LENDERS, EACH IRREVOCABLY WAIVES TRIAL BY JURY WITH RESPECT TO ANY ACTION, CLAIM, SUIT OR
PROCEEDING ON, ARISING OUT OF OR RELATING TO THIS GUARANTY OR THE GUARANTEED OBLIGATIONS. THIS GUARANTY
REPRESENTS THE FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE CONTRADICTED BY EVIDENCE OF PRIOR,
CONTEMPORANEOUS, OR SUBSEQUENT ORAL AGREEMENTS BETWEEN THE PARTIES. THERE ARE NO UNWRITTEN ORAL
AGREEMENTS BETWEEN THE PARTIES.

[the next page is the signature page]
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Executed as of the date first set forth above.
 

HIGHER ONE HOLDINGS, INC.

By:  /s/ Mark Volchek
 Name: Mark Volchek
 Title: Chief Financial Officer

 
Address:  25 Science Park

 New Haven, CT 06511

Signature Page to Continuing Guaranty – Higher One Holdings, Inc.



Exhibit 10.15
EXECUTION COPY

CONTINUING GUARANTY

THIS CONTINUING GUARANTY is made as of the 31st day of December, 2010 by HIGHER ONE PAYMENTS, INC., a California corporation
(the “Guarantor”), in favor of BANK OF AMERICA, N.A. , a national banking association having an office at 777 Main Street, Hartford, Connecticut
06115, as Administrative Agent (together with any successor thereto appointed pursuant to Section 9.06 of the Credit Agreement referred to below, “ Agent”)
for itself and the other Lenders (defined below) which are or may become parties to the Credit Agreement referred to below.

FOR VALUE RECEIVED, the sufficiency of which is hereby acknowledged, and in consideration of credit and/or financial accommodation heretofore
or hereafter from time to time made or granted to HIGHER ONE, INC. , a Delaware corporation (the “Borrower”), by each lending institution from time to
time a “lender” (collectively, the “Lenders”) under that certain Credit Agreement of even date herewith (as amended, restated, extended, supplemented or
otherwise modified in writing from time to time, the “ Credit Agreement”; capitalized terms used herein without definition shall have the respective meanings
ascribed to them in the Credit Agreement) by and among the Borrower, the Lenders and the Agent, as Administrative Agent, a Lender and L/C Issuer, the
Guarantor hereby furnishes its guaranty of the Guaranteed Obligations (as hereinafter defined) as follows:

1. Guaranty. The Guarantor hereby absolutely and unconditionally guarantees, as a guaranty of payment and performance and not merely as a
guaranty of collection, prompt payment when due, whether at stated maturity, by required prepayment, upon acceleration, demand or otherwise, and at all
times thereafter, of any and all existing and future indebtedness and liabilities of every kind, nature and character, direct or indirect, absolute or contingent,
liquidated or unliquidated, voluntary or involuntary and whether for principal, interest, premiums, fees, indemnities, damages, costs, expenses or otherwise,
of the Borrower to the Lenders arising under the Credit Agreement and any instruments, agreements or other documents of any kind or nature now or hereafter
executed in connection with the Credit Agreement (including all renewals, extensions, amendments, refinancings and other modifications thereof and all costs,
attorneys’ fees and expenses incurred by the Lenders in connection with the collection or enforcement thereof), and whether recovery upon such indebtedness
and liabilities may be or hereafter become unenforceable or shall be an allowed or disallowed claim under any proceeding or case commenced by or against the
Guarantor or the Borrower under the Bankruptcy Code (Title 11, United States Code), any successor statute or any other liquidation, conservatorship,
bankruptcy, assignment for the benefit of creditors, moratorium, rearrangement, receivership, insolvency, reorganization, or similar debtor relief laws of the
United States or other applicable jurisdictions from time to time in effect and affecting the rights of creditors generally (collectively, “ Debtor Relief Laws”), and
including interest that accrues after the commencement by or against the Borrower of any proceeding under any Debtor Relief Laws (collectively, the
“Guaranteed Obligations”). The Agent’s and the Lenders’ books and records showing the amount of the Guaranteed Obligations shall be admissible in
evidence in any action or proceeding, and shall be binding upon the Guarantor and, in the absence of manifest error, conclusive for the purpose of establishing
the amount of the Guaranteed Obligations. This Guaranty shall not be affected by the genuineness, validity, regularity or enforceability of the



Guaranteed Obligations or any instrument or agreement evidencing any Guaranteed Obligations, or by the existence, validity, enforceability, perfection, non-
perfection or extent of any collateral therefor, or by any fact or circumstance relating to the Guaranteed Obligations which might otherwise constitute a defense
to the obligations of the Guarantor under this Guaranty, and the Guarantor hereby irrevocably waives any defenses it may now have or hereafter acquire in any
way relating to any or all of the foregoing.

2. No Setoff or Deductions; Taxes; Payments. The Guarantor represents and warrants that it is organized and resident in the United States of
America. The Guarantor shall make all payments hereunder without setoff or counterclaim and free and clear of and without deduction for any taxes, levies,
imposts, duties, charges, fees, deductions, withholdings, compulsory loans, restrictions or conditions of any nature now or hereafter imposed or levied by
any jurisdiction or any political subdivision thereof or taxing or other authority therein unless the Guarantor is compelled by law to make such deduction or
withholding. If any such obligation (other than one arising with respect to taxes based on or measured by the income or profits of the Lenders) is imposed upon
the Guarantor with respect to any amount payable by it hereunder, the Guarantor will pay to the Agent (on behalf of the Lenders), on the date on which such
amount is due and payable hereunder, such additional amount in U.S. dollars as shall be necessary to enable the Lenders to receive the same net amount
which the Lenders would have received on such due date had no such obligation been imposed upon the Guarantor. The Guarantor will deliver promptly to the
Lenders certificates or other valid vouchers for all taxes or other charges deducted from or paid with respect to payments made by the Guarantor hereunder.
The obligations of the Guarantor under this paragraph shall survive the payment in full of the Guaranteed Obligations and termination of this Guaranty.

3. Rights of Lender. The Guarantor consents and agrees that the Agent, on behalf of the Lender may, at any time and from time to time, without notice
or demand, and without affecting the enforceability or continuing effectiveness hereof: (a) amend, extend, renew, compromise, discharge, accelerate or
otherwise change the time for payment or the terms of the Guaranteed Obligations or any part thereof; (b) take, hold, exchange, enforce, waive, release, fail to
perfect, sell, or otherwise dispose of any security for the payment of this Guaranty or any Guaranteed Obligations; (c) apply such security and direct the order
or manner of sale thereof as the Agent, on behalf of Lenders, in its sole discretion may determine; and (d) release or substitute one or more of any endorsers or
other guarantors of any of the Guaranteed Obligations. Without limiting the generality of the foregoing, the Guarantor consents to the taking of, or failure to
take, any action which might in any manner or to any extent vary the risks of the Guarantor under this Guaranty or which, but for this provision, might
operate as a discharge of the Guarantor.

4. Certain Waivers. The Guarantor waives (a) any defense arising by reason of any disability or other defense of the Borrower or any other guarantor,
or the cessation from any cause whatsoever (including any act or omission of the Agent on behalf of the Lenders or any Lender) of the liability of the Borrower;
(b) any defense based on any claim that the Guarantor’s obligations exceed or are more burdensome than those of the Borrower; (c) the benefit of any statute of
limitations affecting the Guarantor’s liability hereunder; (d) any right to require the Agent to proceed against the Borrower, proceed against or exhaust any
security for the Indebtedness, or pursue any other remedy in the Agent’s or any Lender’s power whatsoever; (e)
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any benefit of and any right to participate in any security now or hereafter held by the Agent or any Lender; and (f) to the fullest extent permitted by law, any
and all other defenses or benefits that may be derived from or afforded by applicable law limiting the liability of or exonerating guarantors or sureties. The
Guarantor expressly waives all setoffs and counterclaims and all presentments, demands for payment or performance, notices of nonpayment or
nonperformance, protests, notices of protest, notices of dishonor and all other notices or demands of any kind or nature whatsoever with respect to the
Guaranteed Obligations, and all notices of acceptance of this Guaranty or of the existence, creation or incurrence of new or additional Guaranteed Obligations.

5. Obligations Independent . The obligations of the Guarantor hereunder are those of primary obligor, and not merely as surety, and are independent of
the Guaranteed Obligations and the obligations of any other guarantor, and a separate action may be brought against the Guarantor to enforce this Guaranty
whether or not the Borrower or any other person or entity is joined as a party.

6. Subrogation. The Guarantor shall not exercise any right of subrogation, contribution, indemnity, reimbursement or similar rights with respect to
any payments it makes under this Guaranty until all of the Guaranteed Obligations and any amounts payable under this Guaranty have been indefeasibly
paid and performed in full and any Commitments with respect to the Guaranteed Obligations are terminated. If any amounts are paid to the Guarantor in
violation of the foregoing limitation, then such amounts shall be held in trust for the benefit of the Agent, for the Lenders, and shall forthwith be paid to the
Agent to reduce the amount of the Guaranteed Obligations, whether matured or unmatured.

7. Termination; Reinstatement. This Guaranty is a continuing and irrevocable guaranty of all Guaranteed Obligations now or hereafter existing and
shall remain in full force and effect until all Guaranteed Obligations and any other amounts payable under this Guaranty are indefeasibly paid in full in cash
and any commitments of the Lenders or facilities provided by the Lenders with respect to the Guaranteed Obligations are terminated. Notwithstanding the
foregoing, this Guaranty shall continue in full force and effect or be revived, as the case may be, if any payment by or on behalf of the Borrower or the
Guarantor is made, or the Agent on behalf of any of the Lenders exercises its right of setoff, in respect of the Guaranteed Obligations and such payment or the
proceeds of such setoff or any part thereof is subsequently invalidated, declared to be fraudulent or preferential, set aside or required (including pursuant to
any settlement entered into by the Agent or any Lender in its discretion) to be repaid to a trustee, receiver or any other party, in connection with any proceeding
under any Debtor Relief Laws or otherwise, all as if such payment had not been made or such setoff had not occurred and whether or not the Agent is in
possession of or has released this Guaranty and regardless of any prior revocation, rescission, termination or reduction. The obligations of the Guarantor
under this paragraph shall survive termination of this Guaranty.

8. Subordination. The Guarantor hereby subordinates the payment of all obligations and indebtedness of the Borrower owing to the Guarantor, whether
now existing or hereafter arising, including but not limited to any obligation of the Borrower to the Guarantor as subrogee of the Agent or resulting from the
Guarantor’s performance under this Guaranty, to the indefeasible payment in full in cash of all Guaranteed Obligations. If the Agent on behalf of the
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Lenders or any Lender so requests, any such obligation or indebtedness of the Borrower to the Guarantor shall be enforced and performance received by the
Guarantor as trustee for the Agent and the proceeds thereof shall be paid over to the Agent on account of the Guaranteed Obligations, but without reducing or
affecting in any manner the liability of the Guarantor under this Guaranty.

9. Stay of Acceleration.  In the event that acceleration of the time for payment of any of the Guaranteed Obligations is stayed, in connection with any
case commenced by or against the Guarantor or the Borrower under any Debtor Relief Laws, or otherwise, all such amounts shall nonetheless be payable by
the Guarantor immediately upon demand by the Agent on behalf of the Lenders.

10. Expenses. The Guarantor shall pay on demand all out-of-pocket expenses (including attorneys’ fees and expenses and the allocated cost and
disbursements of internal legal counsel) in any way relating to the enforcement or protection of the Agent’s and the Lenders’ rights under this Guaranty or in
respect of the Guaranteed Obligations, including any incurred during any “workout” or restructuring in respect of the Guaranteed Obligations and any
incurred in the preservation, protection or enforcement of any rights of any Lender in connection with any proceeding under any Debtor Relief Laws. The
obligations of the Guarantor under this paragraph shall survive the payment in full of the Guaranteed Obligations and termination of this Guaranty.

11. Miscellaneous. No provision of this Guaranty may be waived, amended, supplemented or modified, except by a written instrument executed by the
Agent, on behalf of the Lenders, and the Guarantor. No failure by the Agent or the Lenders to exercise, and no delay in exercising, any right, remedy or power
hereunder shall operate as a waiver thereof; nor shall any single or partial exercise of any right, remedy or power hereunder preclude any other or further
exercise thereof or the exercise of any other right, power or remedy. The remedies herein provided are cumulative and not exclusive of any remedies provided by
law or in equity. The unenforceability or invalidity of any provision of this Guaranty shall not affect the enforceability or validity of any other provision
herein. Unless otherwise agreed by the Agent, on behalf of the Lenders, and the Guarantor in writing, this Guaranty is not intended to supersede or otherwise
affect any other guaranty now or hereafter given by the Guarantor for the benefit of the Agent and the Lenders or any term or provision thereof.

12. Condition of Borrower. The Guarantor acknowledges and agrees that it has the sole responsibility for, and has adequate means of, obtaining from
the Borrower and any other guarantor such information concerning the financial condition, business and operations of the Borrower and any such other
guarantor as the Guarantor requires, and that the Agent has no duty, and the Guarantor is not relying on the Agent at any time, to disclose to the Guarantor any
information relating to the business, operations or financial condition of the Borrower or any other guarantor (the Guarantor waiving any duty on the part of
the Agent to disclose such information and any defense relating to the failure to provide the same).

13. Setoff. If and to the extent any payment is not made when due hereunder, the Guarantor hereby grants to the Agent and the Lenders a continuing
lien, security interest and right of setoff as security for the Guaranteed Obligations and any and all indebtedness,
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obligations and liabilities of Guarantor under the other Loan Documents to which it is a party, whether now existing or hereafter arising, upon and against all
its deposits, credits, collateral and property, now or hereafter in the possession, custody, safekeeping or control of the Agent, any Lender or any entity under
common control of Bank of America Corporation and its successors and assigns or in transit to any of them.

14. Representations and Warranties. The Guarantor represents and warrants that (a) it is duly organized and in good standing under the laws of the
jurisdiction of its organization and has full capacity and right to make and perform this Guaranty, and all necessary authority has been obtained; (b) this
Guaranty constitutes its legal, valid and binding obligation enforceable in accordance with its terms; (c) the making and performance of this Guaranty does
not and will not violate the provisions of any applicable law, regulation or order, and does not and will not result in the breach of, or constitute a default or
require any consent under, any material agreement, instrument, or document to which it is a party or by which it or any of its property may be bound or
affected; and (d) all consents, approvals, licenses and authorizations of, and filings and registrations with, any governmental authority required under
applicable law and regulations for the making and performance of this Guaranty have been obtained or made and are in full force and effect.

15. Indemnification and Survival. Without limitation on any other obligations of the Guarantor or remedies of the Agent and the Lenders under this
Guaranty, the Guarantor shall, to the fullest extent permitted by law, indemnify, defend and save and hold harmless the Agent and the Lenders from and
against, and shall pay on demand, any and all damages, losses, liabilities and expenses (including reasonable attorneys’ fees and expenses and the allocated
cost and disbursements of internal legal counsel) that may be suffered or incurred by the Agent and the Lenders in connection with or as a result of any failure
of any Guaranteed Obligations to be the legal, valid and binding obligations of the Borrower enforceable against the Borrower in accordance with their terms.
The obligations of the Guarantor under this paragraph shall survive the payment in full of the Guaranteed Obligations and termination of this Guaranty.

16. GOVERNING LAW; Assignment; Jurisdiction; Notices. THIS GUARANTY SHALL BE GOVERNED BY, AND CONSTRUED IN
ACCORDANCE WITH, THE INTERNAL LAWS OF THE STATE OF CONNECTICUT. This Guaranty shall (a) bind the Guarantor and its
successors and assigns, provided that the Guarantor may not assign its rights or obligations under this Guaranty without the prior written consent of the Agent
on behalf of the Lenders (and any attempted assignment without such consent shall be void), and (b) inure to the benefit of the Agent and the Lenders and their
respective successors and assigns and the Agent and the Lenders may, without notice to the Guarantor and without affecting the Guarantor’s obligations
hereunder, assign, sell or grant participations in the Guaranteed Obligations and this Guaranty, in whole or in part. The Guarantor hereby irrevocably
(i) submits to the non-exclusive jurisdiction of any United States Federal or State court sitting in Hartford, Connecticut in any action or proceeding arising out
of or relating to this Guaranty, and (ii) waives to the fullest extent permitted by law any defense asserting an inconvenient forum in connection therewith.
Service of process by the Agent or any Lender in connection with such action or proceeding shall be binding on the Guarantor if sent to the Guarantor by
registered or certified mail at its address specified below or such other address as from time to time notified by the Guarantor. The Guarantor agrees that the
Agent and the Lenders may disclose to any
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assignee of or participant in, or any prospective assignee of or participant in, any of its rights or obligations of all or part of the Guaranteed Obligations any
and all information in the Agent’s and the Lenders’ possession concerning the Guarantor, this Guaranty and any security for this Guaranty. All notices and
other communications to the Guarantor under this Guaranty shall be in writing and shall be delivered by hand or overnight courier service, mailed by certified
or registered mail or sent by telecopier to the Guarantor at its address set forth below or at such other address in the United States as may be specified by the
Guarantor in a written notice delivered to the Agent at such office as the Agent may designate for such purpose from time to time in a written notice to the
Guarantor.

17. COMMERCIAL TRANSACTION. TO INDUCE AGENT, FOR ITSELF AND ON BEHALF OF THE LENDERS, TO ENTER INTO THE
TRANSACTIONS EVIDENCED BY THE NOTE AND ANY OTHER LOAN DOCUMENTS, THE GUARANTOR AGREES THAT THESE ARE
COMMERCIAL TRANSACTIONS AND NOT CONSUMER TRANSACTIONS, AND WAIVES ANY RIGHT TO NOTICE AND A HEARING
UNDER CHAPTER 903a OF THE CONNECTICUT GENERAL STATUTES, AS AMENDED, OR UNDER ANY OTHER FEDERAL OR STATE
STATUTE OR STATUTES OR FOREIGN LAWS AFFECTING PREJUDGMENT REMEDIES, AND AUTHORIZES AGENT’S ATTORNEY TO
ISSUE A WRIT FOR A PREJUDGMENT REMEDY WITHOUT COURT ORDER, PROVIDED THE COMPLAINT SHALL SET FORTH A COPY OF
THIS WAIVER, AND WAIVE ANY CLAIM IN TORT, CONTRACT OR OTHERWISE AGAINST AGENT’S ATTORNEY WHICH MAY ARISE OUT
OF SUCH ISSUANCE OF A WRIT FOR A PREJUDGMENT REMEDY WITHOUT COURT ORDER. FURTHER, IN THE EVENT AGENT, FOR
ITSELF AND ON BEHALF OF THE LENDERS, SEEKS TO TAKE POSSESSION OF ANY OR ALL OF GUARANTOR’S PROPERTY OR OTHER
ASSETS BY COURT PROCESS OR OTHER METHOD AVAILABLE UNDER THE LAW, THE GUARANTOR IRREVOCABLY WAIVES ANY
BOND AND ANY SURETY OR SECURITY RELATING THERETO REQUIRED BY ANY STATUTE, COURT RULE OR OTHERWISE AS AN
INCIDENT TO SUCH POSSESSION, AND WAIVES ANY DEMAND FOR POSSESSION PRIOR TO THE COMMENCEMENT OF ANY SUIT OR
ACTION TO RECOVER WITH RESPECT THERETO. SPECIFICALLY, THE GUARANTOR RECOGNIZES AND UNDERSTANDS THAT THE
EXERCISE BY AGENT OF THE RIGHTS DESCRIBED ABOVE MAY RESULT IN THE ATTACHMENT OF OR LEVY AGAINST SUCH
GUARANTOR’S PROPERTY, AND SUCH WRIT FOR A PREJUDGMENT REMEDY WILL NOT HAVE THE PRIOR WRITTEN APPROVAL OR
SCRUTINY OF A COURT OF LAW OR OTHER JUDICIAL OFFICER AND THE GUARANTOR WILL NOT HAVE THE RIGHT TO ANY NOTICE
OR PRIOR HEARING WHERE THE GUARANTOR MIGHT CONTEST SUCH A PROCEDURE. THE INTENT OF THE GUARANTOR IS TO
GRANT TO THE AGENT, FOR ITSELF AND ON BEHALF OF THE LENDERS, FOR GOOD AND VALUABLE CONSIDERATION THE RIGHT TO
OBTAIN SUCH A PREJUDGMENT REMEDY AND TO EXPRESS ITS BELIEF THAT ANY SUCH PREJUDGMENT REMEDY OBTAINED IS
VALID AND CONSTITUTIONAL UNLESS A COURT OF COMPETENT JURISDICTION SHOULD DETERMINE OTHERWISE.

18. WAIVER OF JURY TRIAL; FINAL AGREEMENT. TO THE EXTENT ALLOWED BY APPLICABLE LAW, THE GUARANTOR, THE
AGENT, FOR ITSELF AND
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ON BEHALF OF THE LENDERS, EACH IRREVOCABLY WAIVES TRIAL BY JURY WITH RESPECT TO ANY ACTION, CLAIM, SUIT OR
PROCEEDING ON, ARISING OUT OF OR RELATING TO THIS GUARANTY OR THE GUARANTEED OBLIGATIONS. THIS GUARANTY
REPRESENTS THE FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE CONTRADICTED BY EVIDENCE OF PRIOR,
CONTEMPORANEOUS, OR SUBSEQUENT ORAL AGREEMENTS BETWEEN THE PARTIES. THERE ARE NO UNWRITTEN ORAL
AGREEMENTS BETWEEN THE PARTIES.

[the next page is the signature page]
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Executed as of the date first set forth above.
 

HIGHER ONE PAYMENTS, INC.

By:

 By: /s/ Mark Volchek
 Name: Mark Volchek
 Title: Chief Financial Officer

Address:  80 Swan Way
 Suite 200
 Oakland, CA 94621

Signature Page to Continuing Guaranty – Higher One Payments, Inc.



Exhibit 10.16
EXECUTION COPY

CONTINUING GUARANTY

THIS CONTINUING GUARANTY is made as of the 31st day of December, 2010 by HIGHER ONE REAL ESTATE, INC., a Delaware
corporation (the “Guarantor”), in favor of BANK OF AMERICA, N.A. , a national banking association having an office at 777 Main Street, Hartford,
Connecticut 06115, as Administrative Agent (together with any successor thereto appointed pursuant to Section 9.06 of the Credit Agreement referred to below,
“Agent”) for itself and the other Lenders (defined below) which are or may become parties to the Credit Agreement referred to below.

FOR VALUE RECEIVED, the sufficiency of which is hereby acknowledged, and in consideration of credit and/or financial accommodation heretofore
or hereafter from time to time made or granted to HIGHER ONE, INC. , a Delaware corporation (the “Borrower”), by each lending institution from time to
time a “lender” (collectively, the “Lenders”) under that certain Credit Agreement of even date herewith (as amended, restated, extended, supplemented or
otherwise modified in writing from time to time, the “ Credit Agreement”; capitalized terms used herein without definition shall have the respective meanings
ascribed to them in the Credit Agreement) by and among the Borrower, the Lenders and the Agent, as Administrative Agent, a Lender and L/C Issuer, the
Guarantor hereby furnishes its guaranty of the Guaranteed Obligations (as hereinafter defined) as follows:

1. Guaranty. The Guarantor hereby absolutely and unconditionally guarantees, as a guaranty of payment and performance and not merely as a
guaranty of collection, prompt payment when due, whether at stated maturity, by required prepayment, upon acceleration, demand or otherwise, and at all
times thereafter, of any and all existing and future indebtedness and liabilities of every kind, nature and character, direct or indirect, absolute or contingent,
liquidated or unliquidated, voluntary or involuntary and whether for principal, interest, premiums, fees, indemnities, damages, costs, expenses or otherwise,
of the Borrower to the Lenders arising under the Credit Agreement and any instruments, agreements or other documents of any kind or nature now or hereafter
executed in connection with the Credit Agreement (including all renewals, extensions, amendments, refinancings and other modifications thereof and all costs,
attorneys’ fees and expenses incurred by the Lenders in connection with the collection or enforcement thereof), and whether recovery upon such indebtedness
and liabilities may be or hereafter become unenforceable or shall be an allowed or disallowed claim under any proceeding or case commenced by or against the
Guarantor or the Borrower under the Bankruptcy Code (Title 11, United States Code), any successor statute or any other liquidation, conservatorship,
bankruptcy, assignment for the benefit of creditors, moratorium, rearrangement, receivership, insolvency, reorganization, or similar debtor relief laws of the
United States or other applicable jurisdictions from time to time in effect and affecting the rights of creditors generally (collectively, “ Debtor Relief Laws”), and
including interest that accrues after the commencement by or against the Borrower of any proceeding under any Debtor Relief Laws (collectively, the
“Guaranteed Obligations”). The Agent’s and the Lenders’ books and records showing the amount of the Guaranteed Obligations shall be admissible in
evidence in any action or proceeding, and shall be binding upon the Guarantor and, in the absence of manifest error, conclusive for the purpose of establishing
the amount of the Guaranteed Obligations. This Guaranty shall not be affected by the genuineness, validity, regularity or enforceability of the



Guaranteed Obligations or any instrument or agreement evidencing any Guaranteed Obligations, or by the existence, validity, enforceability, perfection, non-
perfection or extent of any collateral therefor, or by any fact or circumstance relating to the Guaranteed Obligations which might otherwise constitute a defense
to the obligations of the Guarantor under this Guaranty, and the Guarantor hereby irrevocably waives any defenses it may now have or hereafter acquire in any
way relating to any or all of the foregoing.

2. No Setoff or Deductions; Taxes; Payments. The Guarantor represents and warrants that it is organized and resident in the United States of
America. The Guarantor shall make all payments hereunder without setoff or counterclaim and free and clear of and without deduction for any taxes, levies,
imposts, duties, charges, fees, deductions, withholdings, compulsory loans, restrictions or conditions of any nature now or hereafter imposed or levied by
any jurisdiction or any political subdivision thereof or taxing or other authority therein unless the Guarantor is compelled by law to make such deduction or
withholding. If any such obligation (other than one arising with respect to taxes based on or measured by the income or profits of the Lenders) is imposed upon
the Guarantor with respect to any amount payable by it hereunder, the Guarantor will pay to the Agent (on behalf of the Lenders), on the date on which such
amount is due and payable hereunder, such additional amount in U.S. dollars as shall be necessary to enable the Lenders to receive the same net amount
which the Lenders would have received on such due date had no such obligation been imposed upon the Guarantor. The Guarantor will deliver promptly to the
Lenders certificates or other valid vouchers for all taxes or other charges deducted from or paid with respect to payments made by the Guarantor hereunder.
The obligations of the Guarantor under this paragraph shall survive the payment in full of the Guaranteed Obligations and termination of this Guaranty.

3. Rights of Lender. The Guarantor consents and agrees that the Agent, on behalf of the Lender may, at any time and from time to time, without notice
or demand, and without affecting the enforceability or continuing effectiveness hereof: (a) amend, extend, renew, compromise, discharge, accelerate or
otherwise change the time for payment or the terms of the Guaranteed Obligations or any part thereof; (b) take, hold, exchange, enforce, waive, release, fail to
perfect, sell, or otherwise dispose of any security for the payment of this Guaranty or any Guaranteed Obligations; (c) apply such security and direct the order
or manner of sale thereof as the Agent, on behalf of Lenders, in its sole discretion may determine; and (d) release or substitute one or more of any endorsers or
other guarantors of any of the Guaranteed Obligations. Without limiting the generality of the foregoing, the Guarantor consents to the taking of, or failure to
take, any action which might in any manner or to any extent vary the risks of the Guarantor under this Guaranty or which, but for this provision, might
operate as a discharge of the Guarantor.

4. Certain Waivers. The Guarantor waives (a) any defense arising by reason of any disability or other defense of the Borrower or any other guarantor,
or the cessation from any cause whatsoever (including any act or omission of the Agent on behalf of the Lenders or any Lender) of the liability of the Borrower;
(b) any defense based on any claim that the Guarantor’s obligations exceed or are more burdensome than those of the Borrower; (c) the benefit of any statute of
limitations affecting the Guarantor’s liability hereunder; (d) any right to require the Agent to proceed against the Borrower, proceed against or exhaust any
security for the Indebtedness, or pursue any other remedy in the Agent’s or any Lender’s power whatsoever; (e)
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any benefit of and any right to participate in any security now or hereafter held by the Agent or any Lender; and (f) to the fullest extent permitted by law, any
and all other defenses or benefits that may be derived from or afforded by applicable law limiting the liability of or exonerating guarantors or sureties. The
Guarantor expressly waives all setoffs and counterclaims and all presentments, demands for payment or performance, notices of nonpayment or
nonperformance, protests, notices of protest, notices of dishonor and all other notices or demands of any kind or nature whatsoever with respect to the
Guaranteed Obligations, and all notices of acceptance of this Guaranty or of the existence, creation or incurrence of new or additional Guaranteed Obligations.

5. Obligations Independent . The obligations of the Guarantor hereunder are those of primary obligor, and not merely as surety, and are independent of
the Guaranteed Obligations and the obligations of any other guarantor, and a separate action may be brought against the Guarantor to enforce this Guaranty
whether or not the Borrower or any other person or entity is joined as a party.

6. Subrogation. The Guarantor shall not exercise any right of subrogation, contribution, indemnity, reimbursement or similar rights with respect to
any payments it makes under this Guaranty until all of the Guaranteed Obligations and any amounts payable under this Guaranty have been indefeasibly
paid and performed in full and any Commitments with respect to the Guaranteed Obligations are terminated. If any amounts are paid to the Guarantor in
violation of the foregoing limitation, then such amounts shall be held in trust for the benefit of the Agent, for the Lenders, and shall forthwith be paid to the
Agent to reduce the amount of the Guaranteed Obligations, whether matured or unmatured.

7. Termination; Reinstatement. This Guaranty is a continuing and irrevocable guaranty of all Guaranteed Obligations now or hereafter existing and
shall remain in full force and effect until all Guaranteed Obligations and any other amounts payable under this Guaranty are indefeasibly paid in full in cash
and any commitments of the Lenders or facilities provided by the Lenders with respect to the Guaranteed Obligations are terminated. Notwithstanding the
foregoing, this Guaranty shall continue in full force and effect or be revived, as the case may be, if any payment by or on behalf of the Borrower or the
Guarantor is made, or the Agent on behalf of any of the Lenders exercises its right of setoff, in respect of the Guaranteed Obligations and such payment or the
proceeds of such setoff or any part thereof is subsequently invalidated, declared to be fraudulent or preferential, set aside or required (including pursuant to
any settlement entered into by the Agent or any Lender in its discretion) to be repaid to a trustee, receiver or any other party, in connection with any proceeding
under any Debtor Relief Laws or otherwise, all as if such payment had not been made or such setoff had not occurred and whether or not the Agent is in
possession of or has released this Guaranty and regardless of any prior revocation, rescission, termination or reduction. The obligations of the Guarantor
under this paragraph shall survive termination of this Guaranty.

8. Subordination. The Guarantor hereby subordinates the payment of all obligations and indebtedness of the Borrower owing to the Guarantor, whether
now existing or hereafter arising, including but not limited to any obligation of the Borrower to the Guarantor as subrogee of the Agent or resulting from the
Guarantor’s performance under this Guaranty, to the indefeasible payment in full in cash of all Guaranteed Obligations. If the Agent on behalf of the
 

3



Lenders or any Lender so requests, any such obligation or indebtedness of the Borrower to the Guarantor shall be enforced and performance received by the
Guarantor as trustee for the Agent and the proceeds thereof shall be paid over to the Agent on account of the Guaranteed Obligations, but without reducing or
affecting in any manner the liability of the Guarantor under this Guaranty.

9. Stay of Acceleration.  In the event that acceleration of the time for payment of any of the Guaranteed Obligations is stayed, in connection with any
case commenced by or against the Guarantor or the Borrower under any Debtor Relief Laws, or otherwise, all such amounts shall nonetheless be payable by
the Guarantor immediately upon demand by the Agent on behalf of the Lenders.

10. Expenses. The Guarantor shall pay on demand all out-of-pocket expenses (including attorneys’ fees and expenses and the allocated cost and
disbursements of internal legal counsel) in any way relating to the enforcement or protection of the Agent’s and the Lenders’ rights under this Guaranty or in
respect of the Guaranteed Obligations, including any incurred during any “workout” or restructuring in respect of the Guaranteed Obligations and any
incurred in the preservation, protection or enforcement of any rights of any Lender in connection with any proceeding under any Debtor Relief Laws. The
obligations of the Guarantor under this paragraph shall survive the payment in full of the Guaranteed Obligations and termination of this Guaranty.

11. Miscellaneous. No provision of this Guaranty may be waived, amended, supplemented or modified, except by a written instrument executed by the
Agent, on behalf of the Lenders, and the Guarantor. No failure by the Agent or the Lenders to exercise, and no delay in exercising, any right, remedy or power
hereunder shall operate as a waiver thereof; nor shall any single or partial exercise of any right, remedy or power hereunder preclude any other or further
exercise thereof or the exercise of any other right, power or remedy. The remedies herein provided are cumulative and not exclusive of any remedies provided by
law or in equity. The unenforceability or invalidity of any provision of this Guaranty shall not affect the enforceability or validity of any other provision
herein. Unless otherwise agreed by the Agent, on behalf of the Lenders, and the Guarantor in writing, this Guaranty is not intended to supersede or otherwise
affect any other guaranty now or hereafter given by the Guarantor for the benefit of the Agent and the Lenders or any term or provision thereof.

12. Condition of Borrower. The Guarantor acknowledges and agrees that it has the sole responsibility for, and has adequate means of, obtaining from
the Borrower and any other guarantor such information concerning the financial condition, business and operations of the Borrower and any such other
guarantor as the Guarantor requires, and that the Agent has no duty, and the Guarantor is not relying on the Agent at any time, to disclose to the Guarantor any
information relating to the business, operations or financial condition of the Borrower or any other guarantor (the Guarantor waiving any duty on the part of
the Agent to disclose such information and any defense relating to the failure to provide the same).

13. Setoff. If and to the extent any payment is not made when due hereunder, the Guarantor hereby grants to the Agent and the Lenders a continuing
lien, security interest and right of setoff as security for the Guaranteed Obligations and any and all indebtedness,
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obligations and liabilities of Guarantor under the other Loan Documents to which it is a party, whether now existing or hereafter arising, upon and against all
its deposits, credits, collateral and property, now or hereafter in the possession, custody, safekeeping or control of the Agent, any Lender or any entity under
common control of Bank of America Corporation and its successors and assigns or in transit to any of them.

14. Representations and Warranties. The Guarantor represents and warrants that (a) it is duly organized and in good standing under the laws of the
jurisdiction of its organization and has full capacity and right to make and perform this Guaranty, and all necessary authority has been obtained; (b) this
Guaranty constitutes its legal, valid and binding obligation enforceable in accordance with its terms; (c) the making and performance of this Guaranty does
not and will not violate the provisions of any applicable law, regulation or order, and does not and will not result in the breach of, or constitute a default or
require any consent under, any material agreement, instrument, or document to which it is a party or by which it or any of its property may be bound or
affected; and (d) all consents, approvals, licenses and authorizations of, and filings and registrations with, any governmental authority required under
applicable law and regulations for the making and performance of this Guaranty have been obtained or made and are in full force and effect.

15. Indemnification and Survival.  Without limitation on any other obligations of the Guarantor or remedies of the Agent and the Lenders under this
Guaranty, the Guarantor shall, to the fullest extent permitted by law, indemnify, defend and save and hold harmless the Agent and the Lenders from and
against, and shall pay on demand, any and all damages, losses, liabilities and expenses (including reasonable attorneys’ fees and expenses and the allocated
cost and disbursements of internal legal counsel) that may be suffered or incurred by the Agent and the Lenders in connection with or as a result of any failure
of any Guaranteed Obligations to be the legal, valid and binding obligations of the Borrower enforceable against the Borrower in accordance with their terms.
The obligations of the Guarantor under this paragraph shall survive the payment in full of the Guaranteed Obligations and termination of this Guaranty.

16. GOVERNING LAW; Assignment; Jurisdiction; Notices. THIS GUARANTY SHALL BE GOVERNED BY, AND CONSTRUED IN
ACCORDANCE WITH, THE INTERNAL LAWS OF THE STATE OF CONNECTICUT. This Guaranty shall (a) bind the Guarantor and its
successors and assigns, provided that the Guarantor may not assign its rights or obligations under this Guaranty without the prior written consent of the Agent
on behalf of the Lenders (and any attempted assignment without such consent shall be void), and (b) inure to the benefit of the Agent and the Lenders and their
respective successors and assigns and the Agent and the Lenders may, without notice to the Guarantor and without affecting the Guarantor’s obligations
hereunder, assign, sell or grant participations in the Guaranteed Obligations and this Guaranty, in whole or in part. The Guarantor hereby irrevocably
(i) submits to the non-exclusive jurisdiction of any United States Federal or State court sitting in Hartford, Connecticut in any action or proceeding arising out
of or relating to this Guaranty, and (ii) waives to the fullest extent permitted by law any defense asserting an inconvenient forum in connection therewith.
Service of process by the Agent or any Lender in connection with such action or proceeding shall be binding on the Guarantor if sent to the Guarantor by
registered or certified mail at its address specified below or such other address as from time to time notified by the Guarantor. The Guarantor agrees that the
Agent and the Lenders may disclose to any
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assignee of or participant in, or any prospective assignee of or participant in, any of its rights or obligations of all or part of the Guaranteed Obligations any
and all information in the Agent’s and the Lenders’ possession concerning the Guarantor, this Guaranty and any security for this Guaranty. All notices and
other communications to the Guarantor under this Guaranty shall be in writing and shall be delivered by hand or overnight courier service, mailed by certified
or registered mail or sent by telecopier to the Guarantor at its address set forth below or at such other address in the United States as may be specified by the
Guarantor in a written notice delivered to the Agent at such office as the Agent may designate for such purpose from time to time in a written notice to the
Guarantor.

17. COMMERCIAL TRANSACTION.  TO INDUCE AGENT, FOR ITSELF AND ON BEHALF OF THE LENDERS, TO ENTER INTO THE
TRANSACTIONS EVIDENCED BY THE NOTE AND ANY OTHER LOAN DOCUMENTS, THE GUARANTOR AGREES THAT THESE ARE
COMMERCIAL TRANSACTIONS AND NOT CONSUMER TRANSACTIONS, AND WAIVES ANY RIGHT TO NOTICE AND A HEARING
UNDER CHAPTER 903a OF THE CONNECTICUT GENERAL STATUTES, AS AMENDED, OR UNDER ANY OTHER FEDERAL OR STATE
STATUTE OR STATUTES OR FOREIGN LAWS AFFECTING PREJUDGMENT REMEDIES, AND AUTHORIZES AGENT’S ATTORNEY TO
ISSUE A WRIT FOR A PREJUDGMENT REMEDY WITHOUT COURT ORDER, PROVIDED THE COMPLAINT SHALL SET FORTH A COPY OF
THIS WAIVER, AND WAIVE ANY CLAIM IN TORT, CONTRACT OR OTHERWISE AGAINST AGENT’S ATTORNEY WHICH MAY ARISE OUT
OF SUCH ISSUANCE OF A WRIT FOR A PREJUDGMENT REMEDY WITHOUT COURT ORDER. FURTHER, IN THE EVENT AGENT, FOR
ITSELF AND ON BEHALF OF THE LENDERS, SEEKS TO TAKE POSSESSION OF ANY OR ALL OF GUARANTOR’S PROPERTY OR OTHER
ASSETS BY COURT PROCESS OR OTHER METHOD AVAILABLE UNDER THE LAW, THE GUARANTOR IRREVOCABLY WAIVES ANY
BOND AND ANY SURETY OR SECURITY RELATING THERETO REQUIRED BY ANY STATUTE, COURT RULE OR OTHERWISE AS AN
INCIDENT TO SUCH POSSESSION, AND WAIVES ANY DEMAND FOR POSSESSION PRIOR TO THE COMMENCEMENT OF ANY SUIT OR
ACTION TO RECOVER WITH RESPECT THERETO. SPECIFICALLY, THE GUARANTOR RECOGNIZES AND UNDERSTANDS THAT THE
EXERCISE BY AGENT OF THE RIGHTS DESCRIBED ABOVE MAY RESULT IN THE ATTACHMENT OF OR LEVY AGAINST SUCH
GUARANTOR’S PROPERTY, AND SUCH WRIT FOR A PREJUDGMENT REMEDY WILL NOT HAVE THE PRIOR WRITTEN APPROVAL OR
SCRUTINY OF A COURT OF LAW OR OTHER JUDICIAL OFFICER AND THE GUARANTOR WILL NOT HAVE THE RIGHT TO ANY NOTICE
OR PRIOR HEARING WHERE THE GUARANTOR MIGHT CONTEST SUCH A PROCEDURE. THE INTENT OF THE GUARANTOR IS TO
GRANT TO THE AGENT, FOR ITSELF AND ON BEHALF OF THE LENDERS, FOR GOOD AND VALUABLE CONSIDERATION THE RIGHT TO
OBTAIN SUCH A PREJUDGMENT REMEDY AND TO EXPRESS ITS BELIEF THAT ANY SUCH PREJUDGMENT REMEDY OBTAINED IS
VALID AND CONSTITUTIONAL UNLESS A COURT OF COMPETENT JURISDICTION SHOULD DETERMINE OTHERWISE.

18. WAIVER OF JURY TRIAL; FINAL AGREEMENT. TO THE EXTENT ALLOWED BY APPLICABLE LAW, THE GUARANTOR, THE
AGENT, FOR ITSELF AND
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ON BEHALF OF THE LENDERS, EACH IRREVOCABLY WAIVES TRIAL BY JURY WITH RESPECT TO ANY ACTION, CLAIM, SUIT OR
PROCEEDING ON, ARISING OUT OF OR RELATING TO THIS GUARANTY OR THE GUARANTEED OBLIGATIONS. THIS GUARANTY
REPRESENTS THE FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE CONTRADICTED BY EVIDENCE OF PRIOR,
CONTEMPORANEOUS, OR SUBSEQUENT ORAL AGREEMENTS BETWEEN THE PARTIES. THERE ARE NO UNWRITTEN ORAL
AGREEMENTS BETWEEN THE PARTIES.

[the next page is the signature page]
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Executed as of the date first set forth above.
 

HIGHER ONE REAL ESTATE, INC.

By: /s/ Mark Volchek
 Name: Mark Volchek
 Title: Chief Financial Officer

Address:  25 Science Park
 New Haven, CT 06511

Signature Page to Continuing Guaranty – Higher One Real Estate, Inc.



Exhibit 10.17
EXECUTION COPY

CONTINUING GUARANTY

THIS CONTINUING GUARANTY is made as of the 31st day of December, 2010 by HIGHER ONE REAL ESTATE SP, LLC, a Delaware
limited liability company (the “Guarantor”), in favor of BANK OF AMERICA, N.A. , a national banking association having an office at 777 Main Street,
Hartford, Connecticut 06115, as Administrative Agent (together with any successor thereto appointed pursuant to Section 9.06 of the Credit Agreement
referred to below, “Agent”) for itself and the other Lenders (defined below) which are or may become parties to the Credit Agreement referred to below.

FOR VALUE RECEIVED, the sufficiency of which is hereby acknowledged, and in consideration of credit and/or financial accommodation heretofore
or hereafter from time to time made or granted to HIGHER ONE, INC. , a Delaware corporation (the “Borrower”), by each lending institution from time to
time a “lender” (collectively, the “Lenders”) under that certain Credit Agreement of even date herewith (as amended, restated, extended, supplemented or
otherwise modified in writing from time to time, the “ Credit Agreement”; capitalized terms used herein without definition shall have the respective meanings
ascribed to them in the Credit Agreement) by and among the Borrower, the Lenders and the Agent, as Administrative Agent, a Lender and L/C Issuer, the
Guarantor hereby furnishes its guaranty of the Guaranteed Obligations (as hereinafter defined) as follows:

1. Guaranty. The Guarantor hereby absolutely and unconditionally guarantees, as a guaranty of payment and performance and not merely as a
guaranty of collection, prompt payment when due, whether at stated maturity, by required prepayment, upon acceleration, demand or otherwise, and at all
times thereafter, of any and all existing and future indebtedness and liabilities of every kind, nature and character, direct or indirect, absolute or contingent,
liquidated or unliquidated, voluntary or involuntary and whether for principal, interest, premiums, fees, indemnities, damages, costs, expenses or otherwise,
of the Borrower to the Lenders arising under the Credit Agreement and any instruments, agreements or other documents of any kind or nature now or hereafter
executed in connection with the Credit Agreement (including all renewals, extensions, amendments, refinancings and other modifications thereof and all costs,
attorneys’ fees and expenses incurred by the Lenders in connection with the collection or enforcement thereof), and whether recovery upon such indebtedness
and liabilities may be or hereafter become unenforceable or shall be an allowed or disallowed claim under any proceeding or case commenced by or against the
Guarantor or the Borrower under the Bankruptcy Code (Title 11, United States Code), any successor statute or any other liquidation, conservatorship,
bankruptcy, assignment for the benefit of creditors, moratorium, rearrangement, receivership, insolvency, reorganization, or similar debtor relief laws of the
United States or other applicable jurisdictions from time to time in effect and affecting the rights of creditors generally (collectively, “ Debtor Relief Laws”), and
including interest that accrues after the commencement by or against the Borrower of any proceeding under any Debtor Relief Laws (collectively, the
“Guaranteed Obligations”). The Agent’s and the Lenders’ books and records showing the amount of the Guaranteed Obligations shall be admissible in
evidence in any action or proceeding, and shall be binding upon the Guarantor and, in the absence of manifest error, conclusive for the purpose of establishing
the amount of the Guaranteed Obligations. This Guaranty shall not be affected by the genuineness, validity, regularity or enforceability of the



Guaranteed Obligations or any instrument or agreement evidencing any Guaranteed Obligations, or by the existence, validity, enforceability, perfection, non-
perfection or extent of any collateral therefor, or by any fact or circumstance relating to the Guaranteed Obligations which might otherwise constitute a defense
to the obligations of the Guarantor under this Guaranty, and the Guarantor hereby irrevocably waives any defenses it may now have or hereafter acquire in any
way relating to any or all of the foregoing.

2. No Setoff or Deductions; Taxes; Payments. The Guarantor represents and warrants that it is organized and resident in the United States of
America. The Guarantor shall make all payments hereunder without setoff or counterclaim and free and clear of and without deduction for any taxes, levies,
imposts, duties, charges, fees, deductions, withholdings, compulsory loans, restrictions or conditions of any nature now or hereafter imposed or levied by
any jurisdiction or any political subdivision thereof or taxing or other authority therein unless the Guarantor is compelled by law to make such deduction or
withholding. If any such obligation (other than one arising with respect to taxes based on or measured by the income or profits of the Lenders) is imposed upon
the Guarantor with respect to any amount payable by it hereunder, the Guarantor will pay to the Agent (on behalf of the Lenders), on the date on which such
amount is due and payable hereunder, such additional amount in U.S. dollars as shall be necessary to enable the Lenders to receive the same net amount
which the Lenders would have received on such due date had no such obligation been imposed upon the Guarantor. The Guarantor will deliver promptly to the
Lenders certificates or other valid vouchers for all taxes or other charges deducted from or paid with respect to payments made by the Guarantor hereunder.
The obligations of the Guarantor under this paragraph shall survive the payment in full of the Guaranteed Obligations and termination of this Guaranty.

3. Rights of Lender. The Guarantor consents and agrees that the Agent, on behalf of the Lender may, at any time and from time to time, without notice
or demand, and without affecting the enforceability or continuing effectiveness hereof: (a) amend, extend, renew, compromise, discharge, accelerate or
otherwise change the time for payment or the terms of the Guaranteed Obligations or any part thereof; (b) take, hold, exchange, enforce, waive, release, fail to
perfect, sell, or otherwise dispose of any security for the payment of this Guaranty or any Guaranteed Obligations; (c) apply such security and direct the order
or manner of sale thereof as the Agent, on behalf of Lenders, in its sole discretion may determine; and (d) release or substitute one or more of any endorsers or
other guarantors of any of the Guaranteed Obligations. Without limiting the generality of the foregoing, the Guarantor consents to the taking of, or failure to
take, any action which might in any manner or to any extent vary the risks of the Guarantor under this Guaranty or which, but for this provision, might
operate as a discharge of the Guarantor.

4. Certain Waivers. The Guarantor waives (a) any defense arising by reason of any disability or other defense of the Borrower or any other guarantor,
or the cessation from any cause whatsoever (including any act or omission of the Agent on behalf of the Lenders or any Lender) of the liability of the Borrower;
(b) any defense based on any claim that the Guarantor’s obligations exceed or are more burdensome than those of the Borrower; (c) the benefit of any statute of
limitations affecting the Guarantor’s liability hereunder; (d) any right to require the Agent to proceed against the Borrower, proceed against or exhaust any
security for the Indebtedness, or pursue any other remedy in the Agent’s or any Lender’s power whatsoever; (e)
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any benefit of and any right to participate in any security now or hereafter held by the Agent or any Lender; and (f) to the fullest extent permitted by law, any
and all other defenses or benefits that may be derived from or afforded by applicable law limiting the liability of or exonerating guarantors or sureties. The
Guarantor expressly waives all setoffs and counterclaims and all presentments, demands for payment or performance, notices of nonpayment or
nonperformance, protests, notices of protest, notices of dishonor and all other notices or demands of any kind or nature whatsoever with respect to the
Guaranteed Obligations, and all notices of acceptance of this Guaranty or of the existence, creation or incurrence of new or additional Guaranteed Obligations.

5. Obligations Independent . The obligations of the Guarantor hereunder are those of primary obligor, and not merely as surety, and are independent of
the Guaranteed Obligations and the obligations of any other guarantor, and a separate action may be brought against the Guarantor to enforce this Guaranty
whether or not the Borrower or any other person or entity is joined as a party.

6. Subrogation. The Guarantor shall not exercise any right of subrogation, contribution, indemnity, reimbursement or similar rights with respect to
any payments it makes under this Guaranty until all of the Guaranteed Obligations and any amounts payable under this Guaranty have been indefeasibly
paid and performed in full and any Commitments with respect to the Guaranteed Obligations are terminated. If any amounts are paid to the Guarantor in
violation of the foregoing limitation, then such amounts shall be held in trust for the benefit of the Agent, for the Lenders, and shall forthwith be paid to the
Agent to reduce the amount of the Guaranteed Obligations, whether matured or unmatured.

7. Termination; Reinstatement. This Guaranty is a continuing and irrevocable guaranty of all Guaranteed Obligations now or hereafter existing and
shall remain in full force and effect until all Guaranteed Obligations and any other amounts payable under this Guaranty are indefeasibly paid in full in cash
and any commitments of the Lenders or facilities provided by the Lenders with respect to the Guaranteed Obligations are terminated. Notwithstanding the
foregoing, this Guaranty shall continue in full force and effect or be revived, as the case may be, if any payment by or on behalf of the Borrower or the
Guarantor is made, or the Agent on behalf of any of the Lenders exercises its right of setoff, in respect of the Guaranteed Obligations and such payment or the
proceeds of such setoff or any part thereof is subsequently invalidated, declared to be fraudulent or preferential, set aside or required (including pursuant to
any settlement entered into by the Agent or any Lender in its discretion) to be repaid to a trustee, receiver or any other party, in connection with any proceeding
under any Debtor Relief Laws or otherwise, all as if such payment had not been made or such setoff had not occurred and whether or not the Agent is in
possession of or has released this Guaranty and regardless of any prior revocation, rescission, termination or reduction. The obligations of the Guarantor
under this paragraph shall survive termination of this Guaranty.

8. Subordination. The Guarantor hereby subordinates the payment of all obligations and indebtedness of the Borrower owing to the Guarantor, whether
now existing or hereafter arising, including but not limited to any obligation of the Borrower to the Guarantor as subrogee of the Agent or resulting from the
Guarantor’s performance under this Guaranty, to the indefeasible payment in full in cash of all Guaranteed Obligations. If the Agent on behalf of the
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Lenders or any Lender so requests, any such obligation or indebtedness of the Borrower to the Guarantor shall be enforced and performance received by the
Guarantor as trustee for the Agent and the proceeds thereof shall be paid over to the Agent on account of the Guaranteed Obligations, but without reducing or
affecting in any manner the liability of the Guarantor under this Guaranty.

9. Stay of Acceleration.  In the event that acceleration of the time for payment of any of the Guaranteed Obligations is stayed, in connection with any
case commenced by or against the Guarantor or the Borrower under any Debtor Relief Laws, or otherwise, all such amounts shall nonetheless be payable by
the Guarantor immediately upon demand by the Agent on behalf of the Lenders.

10. Expenses. The Guarantor shall pay on demand all out-of-pocket expenses (including attorneys’ fees and expenses and the allocated cost and
disbursements of internal legal counsel) in any way relating to the enforcement or protection of the Agent’s and the Lenders’ rights under this Guaranty or in
respect of the Guaranteed Obligations, including any incurred during any “workout” or restructuring in respect of the Guaranteed Obligations and any
incurred in the preservation, protection or enforcement of any rights of any Lender in connection with any proceeding under any Debtor Relief Laws. The
obligations of the Guarantor under this paragraph shall survive the payment in full of the Guaranteed Obligations and termination of this Guaranty.

11. Miscellaneous. No provision of this Guaranty may be waived, amended, supplemented or modified, except by a written instrument executed by the
Agent, on behalf of the Lenders, and the Guarantor. No failure by the Agent or the Lenders to exercise, and no delay in exercising, any right, remedy or power
hereunder shall operate as a waiver thereof; nor shall any single or partial exercise of any right, remedy or power hereunder preclude any other or further
exercise thereof or the exercise of any other right, power or remedy. The remedies herein provided are cumulative and not exclusive of any remedies provided by
law or in equity. The unenforceability or invalidity of any provision of this Guaranty shall not affect the enforceability or validity of any other provision
herein. Unless otherwise agreed by the Agent, on behalf of the Lenders, and the Guarantor in writing, this Guaranty is not intended to supersede or otherwise
affect any other guaranty now or hereafter given by the Guarantor for the benefit of the Agent and the Lenders or any term or provision thereof.

12. Condition of Borrower. The Guarantor acknowledges and agrees that it has the sole responsibility for, and has adequate means of, obtaining from
the Borrower and any other guarantor such information concerning the financial condition, business and operations of the Borrower and any such other
guarantor as the Guarantor requires, and that the Agent has no duty, and the Guarantor is not relying on the Agent at any time, to disclose to the Guarantor any
information relating to the business, operations or financial condition of the Borrower or any other guarantor (the Guarantor waiving any duty on the part of
the Agent to disclose such information and any defense relating to the failure to provide the same).

13. Setoff. If and to the extent any payment is not made when due hereunder, the Guarantor hereby grants to the Agent and the Lenders a continuing
lien, security interest and right of setoff as security for the Guaranteed Obligations and any and all indebtedness,
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obligations and liabilities of Guarantor under the other Loan Documents to which it is a party, whether now existing or hereafter arising, upon and against all
its deposits, credits, collateral and property, now or hereafter in the possession, custody, safekeeping or control of the Agent, any Lender or any entity under
common control of Bank of America Corporation and its successors and assigns or in transit to any of them.

14. Representations and Warranties. The Guarantor represents and warrants that (a) it is duly organized and in good standing under the laws of the
jurisdiction of its organization and has full capacity and right to make and perform this Guaranty, and all necessary authority has been obtained; (b) this
Guaranty constitutes its legal, valid and binding obligation enforceable in accordance with its terms; (c) the making and performance of this Guaranty does
not and will not violate the provisions of any applicable law, regulation or order, and does not and will not result in the breach of, or constitute a default or
require any consent under, any material agreement, instrument, or document to which it is a party or by which it or any of its property may be bound or
affected; and (d) all consents, approvals, licenses and authorizations of, and filings and registrations with, any governmental authority required under
applicable law and regulations for the making and performance of this Guaranty have been obtained or made and are in full force and effect.

15. Indemnification and Survival. Without limitation on any other obligations of the Guarantor or remedies of the Agent and the Lenders under this
Guaranty, the Guarantor shall, to the fullest extent permitted by law, indemnify, defend and save and hold harmless the Agent and the Lenders from and
against, and shall pay on demand, any and all damages, losses, liabilities and expenses (including reasonable attorneys’ fees and expenses and the allocated
cost and disbursements of internal legal counsel) that may be suffered or incurred by the Agent and the Lenders in connection with or as a result of any failure
of any Guaranteed Obligations to be the legal, valid and binding obligations of the Borrower enforceable against the Borrower in accordance with their terms.
The obligations of the Guarantor under this paragraph shall survive the payment in full of the Guaranteed Obligations and termination of this Guaranty.

16. GOVERNING LAW; Assignment; Jurisdiction; Notices. THIS GUARANTY SHALL BE GOVERNED BY, AND CONSTRUED IN
ACCORDANCE WITH, THE INTERNAL LAWS OF THE STATE OF CONNECTICUT. This Guaranty shall (a) bind the Guarantor and its
successors and assigns, provided that the Guarantor may not assign its rights or obligations under this Guaranty without the prior written consent of the Agent
on behalf of the Lenders (and any attempted assignment without such consent shall be void), and (b) inure to the benefit of the Agent and the Lenders and their
respective successors and assigns and the Agent and the Lenders may, without notice to the Guarantor and without affecting the Guarantor’s obligations
hereunder, assign, sell or grant participations in the Guaranteed Obligations and this Guaranty, in whole or in part. The Guarantor hereby irrevocably
(i) submits to the non-exclusive jurisdiction of any United States Federal or State court sitting in Hartford, Connecticut in any action or proceeding arising out
of or relating to this Guaranty, and (ii) waives to the fullest extent permitted by law any defense asserting an inconvenient forum in connection therewith.
Service of process by the Agent or any Lender in connection with such action or proceeding shall be binding on the Guarantor if sent to the Guarantor by
registered or certified mail at its address specified below or such other address as from time to time notified by the Guarantor. The Guarantor agrees that the
Agent and the Lenders may disclose to any
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assignee of or participant in, or any prospective assignee of or participant in, any of its rights or obligations of all or part of the Guaranteed Obligations any
and all information in the Agent’s and the Lenders’ possession concerning the Guarantor, this Guaranty and any security for this Guaranty. All notices and
other communications to the Guarantor under this Guaranty shall be in writing and shall be delivered by hand or overnight courier service, mailed by certified
or registered mail or sent by telecopier to the Guarantor at its address set forth below or at such other address in the United States as may be specified by the
Guarantor in a written notice delivered to the Agent at such office as the Agent may designate for such purpose from time to time in a written notice to the
Guarantor.

17. COMMERCIAL TRANSACTION. TO INDUCE AGENT, FOR ITSELF AND ON BEHALF OF THE LENDERS, TO ENTER INTO THE
TRANSACTIONS EVIDENCED BY THE NOTE AND ANY OTHER LOAN DOCUMENTS, THE GUARANTOR AGREES THAT THESE ARE
COMMERCIAL TRANSACTIONS AND NOT CONSUMER TRANSACTIONS, AND WAIVES ANY RIGHT TO NOTICE AND A HEARING
UNDER CHAPTER 903a OF THE CONNECTICUT GENERAL STATUTES, AS AMENDED, OR UNDER ANY OTHER FEDERAL OR STATE
STATUTE OR STATUTES OR FOREIGN LAWS AFFECTING PREJUDGMENT REMEDIES, AND AUTHORIZES AGENT’S ATTORNEY TO
ISSUE A WRIT FOR A PREJUDGMENT REMEDY WITHOUT COURT ORDER, PROVIDED THE COMPLAINT SHALL SET FORTH A COPY OF
THIS WAIVER, AND WAIVE ANY CLAIM IN TORT, CONTRACT OR OTHERWISE AGAINST AGENT’S ATTORNEY WHICH MAY ARISE OUT
OF SUCH ISSUANCE OF A WRIT FOR A PREJUDGMENT REMEDY WITHOUT COURT ORDER. FURTHER, IN THE EVENT AGENT, FOR
ITSELF AND ON BEHALF OF THE LENDERS, SEEKS TO TAKE POSSESSION OF ANY OR ALL OF GUARANTOR’S PROPERTY OR OTHER
ASSETS BY COURT PROCESS OR OTHER METHOD AVAILABLE UNDER THE LAW, THE GUARANTOR IRREVOCABLY WAIVES ANY
BOND AND ANY SURETY OR SECURITY RELATING THERETO REQUIRED BY ANY STATUTE, COURT RULE OR OTHERWISE AS AN
INCIDENT TO SUCH POSSESSION, AND WAIVES ANY DEMAND FOR POSSESSION PRIOR TO THE COMMENCEMENT OF ANY SUIT OR
ACTION TO RECOVER WITH RESPECT THERETO. SPECIFICALLY, THE GUARANTOR RECOGNIZES AND UNDERSTANDS THAT THE
EXERCISE BY AGENT OF THE RIGHTS DESCRIBED ABOVE MAY RESULT IN THE ATTACHMENT OF OR LEVY AGAINST SUCH
GUARANTOR’S PROPERTY, AND SUCH WRIT FOR A PREJUDGMENT REMEDY WILL NOT HAVE THE PRIOR WRITTEN APPROVAL OR
SCRUTINY OF A COURT OF LAW OR OTHER JUDICIAL OFFICER AND THE GUARANTOR WILL NOT HAVE THE RIGHT TO ANY NOTICE
OR PRIOR HEARING WHERE THE GUARANTOR MIGHT CONTEST SUCH A PROCEDURE. THE INTENT OF THE GUARANTOR IS TO
GRANT TO THE AGENT, FOR ITSELF AND ON BEHALF OF THE LENDERS, FOR GOOD AND VALUABLE CONSIDERATION THE RIGHT TO
OBTAIN SUCH A PREJUDGMENT REMEDY AND TO EXPRESS ITS BELIEF THAT ANY SUCH PREJUDGMENT REMEDY OBTAINED IS
VALID AND CONSTITUTIONAL UNLESS A COURT OF COMPETENT JURISDICTION SHOULD DETERMINE OTHERWISE.

18. WAIVER OF JURY TRIAL; FINAL AGREEMENT. TO THE EXTENT ALLOWED BY APPLICABLE LAW, THE GUARANTOR, THE
AGENT, FOR ITSELF AND
 

6



ON BEHALF OF THE LENDERS, EACH IRREVOCABLY WAIVES TRIAL BY JURY WITH RESPECT TO ANY ACTION, CLAIM, SUIT OR
PROCEEDING ON, ARISING OUT OF OR RELATING TO THIS GUARANTY OR THE GUARANTEED OBLIGATIONS. THIS GUARANTY
REPRESENTS THE FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE CONTRADICTED BY EVIDENCE OF PRIOR,
CONTEMPORANEOUS, OR SUBSEQUENT ORAL AGREEMENTS BETWEEN THE PARTIES. THERE ARE NO UNWRITTEN ORAL
AGREEMENTS BETWEEN THE PARTIES.

[the next page is the signature page]
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Executed as of the date first set forth above.
 

HIGHER ONE REAL ESTATE SP, LLC

By:  /s/ Mark Volchek
 Name: Mark Volchek
 Title: Chief Financial Officer

 
Address:  25 Science Park

 New Haven, CT 06511

Signature Page to Continuing Guaranty – Higher One Real Estate SP, LLC



Exhibit 10.18
EXECUTION COPY

CONTINUING GUARANTY

THIS CONTINUING GUARANTY is made as of the 31st day of December, 2010 by HIGHER ONE MACHINES, INC. , a Delaware corporation
(the “Guarantor”), in favor of BANK OF AMERICA, N.A. , a national banking association having an office at 777 Main Street, Hartford, Connecticut
06115, as Administrative Agent (together with any successor thereto appointed pursuant to Section 9.06 of the Credit Agreement referred to below, “ Agent”)
for itself and the other Lenders (defined below) which are or may become parties to the Credit Agreement referred to below.

FOR VALUE RECEIVED, the sufficiency of which is hereby acknowledged, and in consideration of credit and/or financial accommodation heretofore
or hereafter from time to time made or granted to HIGHER ONE, INC. , a Delaware corporation (the “Borrower”), by each lending institution from time to
time a “lender” (collectively, the “Lenders”) under that certain Credit Agreement of even date herewith (as amended, restated, extended, supplemented or
otherwise modified in writing from time to time, the “ Credit Agreement”; capitalized terms used herein without definition shall have the respective meanings
ascribed to them in the Credit Agreement) by and among the Borrower, the Lenders and the Agent, as Administrative Agent, a Lender and L/C Issuer, the
Guarantor hereby furnishes its guaranty of the Guaranteed Obligations (as hereinafter defined) as follows:

1. Guaranty. The Guarantor hereby absolutely and unconditionally guarantees, as a guaranty of payment and performance and not merely as a
guaranty of collection, prompt payment when due, whether at stated maturity, by required prepayment, upon acceleration, demand or otherwise, and at all
times thereafter, of any and all existing and future indebtedness and liabilities of every kind, nature and character, direct or indirect, absolute or contingent,
liquidated or unliquidated, voluntary or involuntary and whether for principal, interest, premiums, fees, indemnities, damages, costs, expenses or otherwise,
of the Borrower to the Lenders arising under the Credit Agreement and any instruments, agreements or other documents of any kind or nature now or hereafter
executed in connection with the Credit Agreement (including all renewals, extensions, amendments, refinancings and other modifications thereof and all costs,
attorneys’ fees and expenses incurred by the Lenders in connection with the collection or enforcement thereof), and whether recovery upon such indebtedness
and liabilities may be or hereafter become unenforceable or shall be an allowed or disallowed claim under any proceeding or case commenced by or against the
Guarantor or the Borrower under the Bankruptcy Code (Title 11, United States Code), any successor statute or any other liquidation, conservatorship,
bankruptcy, assignment for the benefit of creditors, moratorium, rearrangement, receivership, insolvency, reorganization, or similar debtor relief laws of the
United States or other applicable jurisdictions from time to time in effect and affecting the rights of creditors generally (collectively, “ Debtor Relief Laws”), and
including interest that accrues after the commencement by or against the Borrower of any proceeding under any Debtor Relief Laws (collectively, the
“Guaranteed Obligations”). The Agent’s and the Lenders’ books and records showing the amount of the Guaranteed Obligations shall be admissible in
evidence in any action or proceeding, and shall be binding upon the Guarantor and, in the absence of manifest error, conclusive for the purpose of establishing
the amount of the Guaranteed Obligations. This Guaranty shall not be affected by the genuineness, validity, regularity or enforceability of the



Guaranteed Obligations or any instrument or agreement evidencing any Guaranteed Obligations, or by the existence, validity, enforceability, perfection, non-
perfection or extent of any collateral therefor, or by any fact or circumstance relating to the Guaranteed Obligations which might otherwise constitute a defense
to the obligations of the Guarantor under this Guaranty, and the Guarantor hereby irrevocably waives any defenses it may now have or hereafter acquire in any
way relating to any or all of the foregoing.

2. No Setoff or Deductions; Taxes; Payments. The Guarantor represents and warrants that it is organized and resident in the United States of
America. The Guarantor shall make all payments hereunder without setoff or counterclaim and free and clear of and without deduction for any taxes, levies,
imposts, duties, charges, fees, deductions, withholdings, compulsory loans, restrictions or conditions of any nature now or hereafter imposed or levied by
any jurisdiction or any political subdivision thereof or taxing or other authority therein unless the Guarantor is compelled by law to make such deduction or
withholding. If any such obligation (other than one arising with respect to taxes based on or measured by the income or profits of the Lenders) is imposed upon
the Guarantor with respect to any amount payable by it hereunder, the Guarantor will pay to the Agent (on behalf of the Lenders), on the date on which such
amount is due and payable hereunder, such additional amount in U.S. dollars as shall be necessary to enable the Lenders to receive the same net amount
which the Lenders would have received on such due date had no such obligation been imposed upon the Guarantor. The Guarantor will deliver promptly to the
Lenders certificates or other valid vouchers for all taxes or other charges deducted from or paid with respect to payments made by the Guarantor hereunder.
The obligations of the Guarantor under this paragraph shall survive the payment in full of the Guaranteed Obligations and termination of this Guaranty.

3. Rights of Lender. The Guarantor consents and agrees that the Agent, on behalf of the Lender may, at any time and from time to time, without notice
or demand, and without affecting the enforceability or continuing effectiveness hereof: (a) amend, extend, renew, compromise, discharge, accelerate or
otherwise change the time for payment or the terms of the Guaranteed Obligations or any part thereof; (b) take, hold, exchange, enforce, waive, release, fail to
perfect, sell, or otherwise dispose of any security for the payment of this Guaranty or any Guaranteed Obligations; (c) apply such security and direct the order
or manner of sale thereof as the Agent, on behalf of Lenders, in its sole discretion may determine; and (d) release or substitute one or more of any endorsers or
other guarantors of any of the Guaranteed Obligations. Without limiting the generality of the foregoing, the Guarantor consents to the taking of, or failure to
take, any action which might in any manner or to any extent vary the risks of the Guarantor under this Guaranty or which, but for this provision, might
operate as a discharge of the Guarantor.

4. Certain Waivers. The Guarantor waives (a) any defense arising by reason of any disability or other defense of the Borrower or any other guarantor,
or the cessation from any cause whatsoever (including any act or omission of the Agent on behalf of the Lenders or any Lender) of the liability of the Borrower;
(b) any defense based on any claim that the Guarantor’s obligations exceed or are more burdensome than those of the Borrower; (c) the benefit of any statute of
limitations affecting the Guarantor’s liability hereunder; (d) any right to require the Agent to proceed against the Borrower, proceed against or exhaust any
security for the Indebtedness, or pursue any other remedy in the Agent’s or any Lender’s power whatsoever; (e)
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any benefit of and any right to participate in any security now or hereafter held by the Agent or any Lender; and (f) to the fullest extent permitted by law, any
and all other defenses or benefits that may be derived from or afforded by applicable law limiting the liability of or exonerating guarantors or sureties. The
Guarantor expressly waives all setoffs and counterclaims and all presentments, demands for payment or performance, notices of nonpayment or
nonperformance, protests, notices of protest, notices of dishonor and all other notices or demands of any kind or nature whatsoever with respect to the
Guaranteed Obligations, and all notices of acceptance of this Guaranty or of the existence, creation or incurrence of new or additional Guaranteed Obligations.

5. Obligations Independent . The obligations of the Guarantor hereunder are those of primary obligor, and not merely as surety, and are independent of
the Guaranteed Obligations and the obligations of any other guarantor, and a separate action may be brought against the Guarantor to enforce this Guaranty
whether or not the Borrower or any other person or entity is joined as a party.

6. Subrogation. The Guarantor shall not exercise any right of subrogation, contribution, indemnity, reimbursement or similar rights with respect to
any payments it makes under this Guaranty until all of the Guaranteed Obligations and any amounts payable under this Guaranty have been indefeasibly
paid and performed in full and any Commitments with respect to the Guaranteed Obligations are terminated. If any amounts are paid to the Guarantor in
violation of the foregoing limitation, then such amounts shall be held in trust for the benefit of the Agent, for the Lenders, and shall forthwith be paid to the
Agent to reduce the amount of the Guaranteed Obligations, whether matured or unmatured.

7. Termination; Reinstatement. This Guaranty is a continuing and irrevocable guaranty of all Guaranteed Obligations now or hereafter existing and
shall remain in full force and effect until all Guaranteed Obligations and any other amounts payable under this Guaranty are indefeasibly paid in full in cash
and any commitments of the Lenders or facilities provided by the Lenders with respect to the Guaranteed Obligations are terminated. Notwithstanding the
foregoing, this Guaranty shall continue in full force and effect or be revived, as the case may be, if any payment by or on behalf of the Borrower or the
Guarantor is made, or the Agent on behalf of any of the Lenders exercises its right of setoff, in respect of the Guaranteed Obligations and such payment or the
proceeds of such setoff or any part thereof is subsequently invalidated, declared to be fraudulent or preferential, set aside or required (including pursuant to
any settlement entered into by the Agent or any Lender in its discretion) to be repaid to a trustee, receiver or any other party, in connection with any proceeding
under any Debtor Relief Laws or otherwise, all as if such payment had not been made or such setoff had not occurred and whether or not the Agent is in
possession of or has released this Guaranty and regardless of any prior revocation, rescission, termination or reduction. The obligations of the Guarantor
under this paragraph shall survive termination of this Guaranty.

8. Subordination. The Guarantor hereby subordinates the payment of all obligations and indebtedness of the Borrower owing to the Guarantor, whether
now existing or hereafter arising, including but not limited to any obligation of the Borrower to the Guarantor as subrogee of the Agent or resulting from the
Guarantor’s performance under this Guaranty, to the indefeasible payment in full in cash of all Guaranteed Obligations. If the Agent on behalf of the
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Lenders or any Lender so requests, any such obligation or indebtedness of the Borrower to the Guarantor shall be enforced and performance received by the
Guarantor as trustee for the Agent and the proceeds thereof shall be paid over to the Agent on account of the Guaranteed Obligations, but without reducing or
affecting in any manner the liability of the Guarantor under this Guaranty.

9. Stay of Acceleration.  In the event that acceleration of the time for payment of any of the Guaranteed Obligations is stayed, in connection with any
case commenced by or against the Guarantor or the Borrower under any Debtor Relief Laws, or otherwise, all such amounts shall nonetheless be payable by
the Guarantor immediately upon demand by the Agent on behalf of the Lenders.

10. Expenses. The Guarantor shall pay on demand all out-of-pocket expenses (including attorneys’ fees and expenses and the allocated cost and
disbursements of internal legal counsel) in any way relating to the enforcement or protection of the Agent’s and the Lenders’ rights under this Guaranty or in
respect of the Guaranteed Obligations, including any incurred during any “workout” or restructuring in respect of the Guaranteed Obligations and any
incurred in the preservation, protection or enforcement of any rights of any Lender in connection with any proceeding under any Debtor Relief Laws. The
obligations of the Guarantor under this paragraph shall survive the payment in full of the Guaranteed Obligations and termination of this Guaranty.

11. Miscellaneous. No provision of this Guaranty may be waived, amended, supplemented or modified, except by a written instrument executed by the
Agent, on behalf of the Lenders, and the Guarantor. No failure by the Agent or the Lenders to exercise, and no delay in exercising, any right, remedy or power
hereunder shall operate as a waiver thereof; nor shall any single or partial exercise of any right, remedy or power hereunder preclude any other or further
exercise thereof or the exercise of any other right, power or remedy. The remedies herein provided are cumulative and not exclusive of any remedies provided by
law or in equity. The unenforceability or invalidity of any provision of this Guaranty shall not affect the enforceability or validity of any other provision
herein. Unless otherwise agreed by the Agent, on behalf of the Lenders, and the Guarantor in writing, this Guaranty is not intended to supersede or otherwise
affect any other guaranty now or hereafter given by the Guarantor for the benefit of the Agent and the Lenders or any term or provision thereof.

12. Condition of Borrower. The Guarantor acknowledges and agrees that it has the sole responsibility for, and has adequate means of, obtaining from
the Borrower and any other guarantor such information concerning the financial condition, business and operations of the Borrower and any such other
guarantor as the Guarantor requires, and that the Agent has no duty, and the Guarantor is not relying on the Agent at any time, to disclose to the Guarantor any
information relating to the business, operations or financial condition of the Borrower or any other guarantor (the Guarantor waiving any duty on the part of
the Agent to disclose such information and any defense relating to the failure to provide the same).

13. Setoff. If and to the extent any payment is not made when due hereunder, the Guarantor hereby grants to the Agent and the Lenders a continuing
lien, security interest and right of setoff as security for the Guaranteed Obligations and any and all indebtedness,
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obligations and liabilities of Guarantor under the other Loan Documents to which it is a party, whether now existing or hereafter arising, upon and against all
its deposits, credits, collateral and property, now or hereafter in the possession, custody, safekeeping or control of the Agent, any Lender or any entity under
common control of Bank of America Corporation and its successors and assigns or in transit to any of them.

14. Representations and Warranties. The Guarantor represents and warrants that (a) it is duly organized and in good standing under the laws of the
jurisdiction of its organization and has full capacity and right to make and perform this Guaranty, and all necessary authority has been obtained; (b) this
Guaranty constitutes its legal, valid and binding obligation enforceable in accordance with its terms; (c) the making and performance of this Guaranty does
not and will not violate the provisions of any applicable law, regulation or order, and does not and will not result in the breach of, or constitute a default or
require any consent under, any material agreement, instrument, or document to which it is a party or by which it or any of its property may be bound or
affected; and (d) all consents, approvals, licenses and authorizations of, and filings and registrations with, any governmental authority required under
applicable law and regulations for the making and performance of this Guaranty have been obtained or made and are in full force and effect.

15. Indemnification and Survival. Without limitation on any other obligations of the Guarantor or remedies of the Agent and the Lenders under this
Guaranty, the Guarantor shall, to the fullest extent permitted by law, indemnify, defend and save and hold harmless the Agent and the Lenders from and
against, and shall pay on demand, any and all damages, losses, liabilities and expenses (including reasonable attorneys’ fees and expenses and the allocated
cost and disbursements of internal legal counsel) that may be suffered or incurred by the Agent and the Lenders in connection with or as a result of any failure
of any Guaranteed Obligations to be the legal, valid and binding obligations of the Borrower enforceable against the Borrower in accordance with their terms.
The obligations of the Guarantor under this paragraph shall survive the payment in full of the Guaranteed Obligations and termination of this Guaranty.

16. GOVERNING LAW; Assignment; Jurisdiction; Notices. THIS GUARANTY SHALL BE GOVERNED BY, AND CONSTRUED IN
ACCORDANCE WITH, THE INTERNAL LAWS OF THE STATE OF CONNECTICUT. This Guaranty shall (a) bind the Guarantor and its
successors and assigns, provided that the Guarantor may not assign its rights or obligations under this Guaranty without the prior written consent of the Agent
on behalf of the Lenders (and any attempted assignment without such consent shall be void), and (b) inure to the benefit of the Agent and the Lenders and their
respective successors and assigns and the Agent and the Lenders may, without notice to the Guarantor and without affecting the Guarantor’s obligations
hereunder, assign, sell or grant participations in the Guaranteed Obligations and this Guaranty, in whole or in part. The Guarantor hereby irrevocably
(i) submits to the non-exclusive jurisdiction of any United States Federal or State court sitting in Hartford, Connecticut in any action or proceeding arising out
of or relating to this Guaranty, and (ii) waives to the fullest extent permitted by law any defense asserting an inconvenient forum in connection therewith.
Service of process by the Agent or any Lender in connection with such action or proceeding shall be binding on the Guarantor if sent to the Guarantor by
registered or certified mail at its address specified below or such other address as from time to time notified by the Guarantor. The Guarantor agrees that the
Agent and the Lenders may disclose to any
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assignee of or participant in, or any prospective assignee of or participant in, any of its rights or obligations of all or part of the Guaranteed Obligations any
and all information in the Agent’s and the Lenders’ possession concerning the Guarantor, this Guaranty and any security for this Guaranty. All notices and
other communications to the Guarantor under this Guaranty shall be in writing and shall be delivered by hand or overnight courier service, mailed by certified
or registered mail or sent by telecopier to the Guarantor at its address set forth below or at such other address in the United States as may be specified by the
Guarantor in a written notice delivered to the Agent at such office as the Agent may designate for such purpose from time to time in a written notice to the
Guarantor.

17. COMMERCIAL TRANSACTION. TO INDUCE AGENT, FOR ITSELF AND ON BEHALF OF THE LENDERS, TO ENTER INTO THE
TRANSACTIONS EVIDENCED BY THE NOTE AND ANY OTHER LOAN DOCUMENTS, THE GUARANTOR AGREES THAT THESE ARE
COMMERCIAL TRANSACTIONS AND NOT CONSUMER TRANSACTIONS, AND WAIVES ANY RIGHT TO NOTICE AND A HEARING
UNDER CHAPTER 903a OF THE CONNECTICUT GENERAL STATUTES, AS AMENDED, OR UNDER ANY OTHER FEDERAL OR STATE
STATUTE OR STATUTES OR FOREIGN LAWS AFFECTING PREJUDGMENT REMEDIES, AND AUTHORIZES AGENT’S ATTORNEY TO
ISSUE A WRIT FOR A PREJUDGMENT REMEDY WITHOUT COURT ORDER, PROVIDED THE COMPLAINT SHALL SET FORTH A COPY OF
THIS WAIVER, AND WAIVE ANY CLAIM IN TORT, CONTRACT OR OTHERWISE AGAINST AGENT’S ATTORNEY WHICH MAY ARISE OUT
OF SUCH ISSUANCE OF A WRIT FOR A PREJUDGMENT REMEDY WITHOUT COURT ORDER. FURTHER, IN THE EVENT AGENT, FOR
ITSELF AND ON BEHALF OF THE LENDERS, SEEKS TO TAKE POSSESSION OF ANY OR ALL OF GUARANTOR’S PROPERTY OR OTHER
ASSETS BY COURT PROCESS OR OTHER METHOD AVAILABLE UNDER THE LAW, THE GUARANTOR IRREVOCABLY WAIVES ANY
BOND AND ANY SURETY OR SECURITY RELATING THERETO REQUIRED BY ANY STATUTE, COURT RULE OR OTHERWISE AS AN
INCIDENT TO SUCH POSSESSION, AND WAIVES ANY DEMAND FOR POSSESSION PRIOR TO THE COMMENCEMENT OF ANY SUIT OR
ACTION TO RECOVER WITH RESPECT THERETO. SPECIFICALLY, THE GUARANTOR RECOGNIZES AND UNDERSTANDS THAT THE
EXERCISE BY AGENT OF THE RIGHTS DESCRIBED ABOVE MAY RESULT IN THE ATTACHMENT OF OR LEVY AGAINST SUCH
GUARANTOR’S PROPERTY, AND SUCH WRIT FOR A PREJUDGMENT REMEDY WILL NOT HAVE THE PRIOR WRITTEN APPROVAL OR
SCRUTINY OF A COURT OF LAW OR OTHER JUDICIAL OFFICER AND THE GUARANTOR WILL NOT HAVE THE RIGHT TO ANY NOTICE
OR PRIOR HEARING WHERE THE GUARANTOR MIGHT CONTEST SUCH A PROCEDURE. THE INTENT OF THE GUARANTOR IS TO
GRANT TO THE AGENT, FOR ITSELF AND ON BEHALF OF THE LENDERS, FOR GOOD AND VALUABLE CONSIDERATION THE RIGHT TO
OBTAIN SUCH A PREJUDGMENT REMEDY AND TO EXPRESS ITS BELIEF THAT ANY SUCH PREJUDGMENT REMEDY OBTAINED IS
VALID AND CONSTITUTIONAL UNLESS A COURT OF COMPETENT JURISDICTION SHOULD DETERMINE OTHERWISE.

18. WAIVER OF JURY TRIAL; FINAL AGREEMENT. TO THE EXTENT ALLOWED BY APPLICABLE LAW, THE GUARANTOR, THE
AGENT, FOR ITSELF AND
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ON BEHALF OF THE LENDERS, EACH IRREVOCABLY WAIVES TRIAL BY JURY WITH RESPECT TO ANY ACTION, CLAIM, SUIT OR
PROCEEDING ON, ARISING OUT OF OR RELATING TO THIS GUARANTY OR THE GUARANTEED OBLIGATIONS. THIS GUARANTY
REPRESENTS THE FINAL AGREEMENT BETWEEN THE PARTIES AND MAY NOT BE CONTRADICTED BY EVIDENCE OF PRIOR,
CONTEMPORANEOUS, OR SUBSEQUENT ORAL AGREEMENTS BETWEEN THE PARTIES. THERE ARE NO UNWRITTEN ORAL
AGREEMENTS BETWEEN THE PARTIES.

[the next page is the signature page]
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Executed as of the date first set forth above.
 

HIGHER ONE MACHINES, INC.

By:  /s/ Mark Volchek
 Name: Mark Volchek
 Title: Chief Financial Officer

 
Address:  25 Science Park

 New Haven, CT 06511

Signature Page to Continuing Guaranty – Higher One Machines, Inc.



Exhibit 10.19
EXECUTION COPY

STOCK PLEDGE AGREEMENT

STOCK PLEDGE AGREEMENT, dated as of December 31, 2010, by and between HIGHER ONE HOLDINGS, INC. , a Delaware corporation
having a place of business located at 25 Science Park, New Haven, Connecticut 06511 (the “ Pledgor”), and BANK OF AMERICA, N.A. , as
Administrative Agent (together with any successor thereto appointed pursuant to Article IX of the Credit Agreement referred to below, the “ Agent”) for the
benefit of the Lenders (as defined below), having an address at 777 Main Street, Hartford, Connecticut 06115.

W I T N E S S E T H:

WHEREAS, reference is made to that certain Credit Agreement dated of even date herewith, by and among Higher One, Inc., a Delaware corporation (the
“Borrower”), the lenders from time to time a party thereto (the “ Lenders”) and the Agent, as Administrative Agent, a Lender and L/C Issuer (as the same may
be amended, supplemented or modified from time to time, the “ Credit Agreement”; capitalized terms used but not defined herein shall have the meanings
assigned in the Credit Agreement); and

WHEREAS, pursuant to the Credit Agreement the Lenders have agreed to extend to the Borrower the Loan, as evidenced by, in addition to the Credit
Agreement, the Notes dated of even date herewith and executed by the Borrower; and

WHEREAS, pursuant to a certain Continuing Guaranty dated the date hereof in favor of the Agent (for the ratable benefit of the Lenders), the Pledgor
has unconditionally guaranteed all Obligations of the Borrower to the Lenders, including, without limitation, those arising under the Loan and the Swap
Contracts (the “Guaranty”); and

WHEREAS, the Pledgor is the owner of all of the issued and outstanding stock of the corporation listed as Issuer on Exhibit A hereto (the “Company”);
and

WHEREAS, as collateral security for Pledgor’s Obligations under the Guaranty and the Loan Documents relating thereto, the Lenders have required the
Pledgor to pledge to the Agent, its successors and assigns, for the ratable benefit of the Lenders, all of the issued and outstanding capital stock of the Company
owned legally and/or beneficially by the Pledgor (collectively, the “ Company Stock”); and

WHEREAS, the Pledgor and the Agent, on behalf of itself and each Lender, desire to enter into this Agreement in order to memorialize their
understandings with respect to the Company Stock.

NOW, THEREFORE, in consideration of the premises and to induce the Lenders to make the Loan, the Pledgor and the Agent, on behalf of itself and
each Lender (and each of their respective successors or assigns) hereby agree as follows:



1. Pledge. The Pledgor hereby pledges, assigns and delivers to the Agent, its successors and assigns, for the ratable benefit of the Lenders, and grants to
the Agent, its successors and assigns, for the ratable benefit of the Lenders, a continuing first lien security interest in all shares of capital stock of the
Company which is or will be owned either beneficially or of record by the Pledgor (the “ Securities”) as more particularly described on Exhibit A attached
hereto, together with all dividends, interest, proceeds and any other sums due or to become due thereon, all instruments, securities or other property at any time
and from time to time received, receivable or otherwise distributed in respect of or in exchange for (as dividends, reclassification, readjustment or other changes
in the capital structure of the issuer of such Securities, or otherwise) any or all of such Securities, all general intangibles associated therewith, and all proceeds
thereof (collectively, including the Securities, the “Collateral”) as security for the payment and performance of all indebtedness and obligations owing by
Pledgor to the Agent, for the ratable benefit of the Lenders, under the Guaranty and the other Loan Documents relating thereto, whether direct or indirect,
absolute or contingent, due or to become due, now existing or hereafter arising, and any and all instruments, documents and agreements evidencing, securing
or otherwise relating in any way to the Guaranty and the other Loan Documents, and further including all reasonable costs, expenses and reasonable attorneys’
and other professional fees incurred by the Agent and/or the Lenders in connection with the collection of said indebtedness or in the enforcement, defense,
protection or preservation of this Agreement or any of the Collateral, including without limitation, all costs and expenses incurred in connection with any
“workout” or default resolution negotiations involving legal counsel or other professionals and any re-negotiation or restructuring of any indebtedness of
Pledgor under the Guaranty and the other Loan Documents (collectively, the “ Secured Obligations”).

2. Representations, Warranties and Covenants. The Pledgor represents, warrants and covenants to the Agent, for the ratable benefit of itself and the
Lenders, that: (a) Pledgor has good and unencumbered title to the Collateral, free and clear of all claims, pledges, liens, security interests and other
encumbrances of every nature whatsoever, except the pledge granted hereunder to the Agent, its successors and assigns, for the ratable benefit of the Lenders;
(b) Pledgor has the unrestricted right to make this pledge, (c) the Collateral is duly and validly pledged with the Agent in accordance with law; (d) the Pledgor
owns 100% of the issued and outstanding capital stock of the Company; (e) Pledgor will defend the Agent’s and the other Lenders’ right and security interest
in and to the Collateral against the claims and demands of all Persons whomsoever; (f) Pledgor will not sell, convey or otherwise dispose of any of the
Collateral except to the extent permitted under the Credit Agreement, nor will it create, incur or permit to exist any Lien, with respect to any of the Collateral or
the proceeds thereof; (g) the Pledgor has full power and legal right to execute, deliver and perform the obligations under this Agreement, and to pledge, assign
and grant a security interest in all of the Collateral pursuant to this Agreement; (h) no consent or approval or the taking of any other action in respect of any
party or of any public authority is required as a condition to the validity or enforceability of this Agreement; (i) the Securities have been fully paid for; (j) there
are no contractual restrictions upon the voting rights or the transfer of the Securities; and (k) the execution, delivery and performance hereof, and the pledge
and assignment of and granting of a security interest in the Collateral hereunder, do not contravene any law, rule or regulation or any judgment, decree or order
of any tribunal or any agreement or instrument to which the Pledgor is a party or by which the Pledgor or any of the Pledgor’s property is bound or affected or
constitute a default thereunder.
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3. Delivery of Collateral, Power of Attorney . Prior to the date hereof, and/or simultaneously herewith, the Pledgor has delivered to the Agent all certificates
evidencing the Securities, accompanied by stock powers duly executed in blank in favor of the Agent, and the Pledgor agrees to deliver the certificates
evidencing all hereafter acquired Securities together with stock powers duly executed in blank with signatures properly executed thereon, for the use, benefit,
security and protection of the Agent, for the benefit of the Lenders, as set forth herein, and upon and subject to the terms and conditions hereof. The Agent, on
behalf of the Lenders, shall have the right (in its sole and absolute discretion) at any time and from time to time following and during the continuance of an
Event of Default to hold the Securities in its own name as pledgee or the name of its nominee (as pledgee or as sub-agent). The Pledgor hereby irrevocably
grants the Agent a power of attorney, coupled with an interest, with respect to the Collateral for all purposes consistent with this Agreement. Said power of
attorney shall include, but shall not be limited to, the right and power to transfer the Collateral, to execute in Pledgor’s name instruments of conveyance or
transfer with respect to all or any of the Collateral and to take such other action to enforce any of the Agent’s rights hereunder or with respect to any of the
Collateral.

4. Stock Dividends and Other Rights . Unless the Agent otherwise agrees in writing, if Pledgor receives: (a) any dividend in connection with any of the
Securities whether in cash, property or additional shares of the common stock of the Company, (b) any dividend or other distribution in cash or other
property in connection with any recapitalization or reclassification of any of the Securities, liquidation or dissolution of the Company, or otherwise, or (c) any
stock certificate, option or rights, whether as an addition to, in substitution of or in exchange for, any of the Securities, or otherwise, the same shall constitute
Collateral, and Pledgor agrees to accept the same in trust for the Agent and to forthwith deliver the same to the Agent, or its designee, in the exact form received,
with Pledgor’s endorsement and/or assignment when necessary, to be held by the Agent, or its designee, for the ratable benefit of the Lenders, as collateral
security for the Secured Obligations provided, however, that Pledgor may receive distributions and dividends as permitted in accordance with Section 7.06 of
the Credit Agreement. Upon the occurrence and during the continuance of an Event of Default, all rights of the Pledgor to dividends, interest or principal that
the Pledgor is authorized to receive pursuant to this Section shall cease, and all such rights shall thereupon become vested in the Agent, which shall have the
sole and exclusive right and authority to receive and retain such dividends, interest or principal.

5. Further Assurances . The Pledgor agrees that at any time and from time to time, at the expense of Pledgor, the Pledgor will promptly execute and deliver
to the Agent all further proxies, stock powers, instruments and documents, and take all further action, that may be necessary or appropriate, or that the Agent
may reasonably request, in order to perfect and protect any security interest granted or purported to be granted hereby or to enable the Agent to exercise and
enforce its rights and remedies hereunder with respect to any of the Collateral.

6. Voting Rights. Unless and until an Event of Default occurs and is continuing, the Pledgor shall have the right, from time-to-time: (a) to vote and give
consents with respect to any of the Securities for all purposes not inconsistent with the provisions of this Agreement, the Credit Agreement and the other Loan
Documents, (b) to consent to and ratify action taken at or waive notice of any meeting with respect to any of the Securities with the same force and effect
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as if such shares were not subject to this Agreement, and (c) to generally be entitled to all rights and benefits of a shareholder of the Company, subject to the
limitations set forth in this Agreement. Upon the occurrence and during the continuance of an Event of Default, all rights of the Pledgor to exercise voting and
consensual rights and powers Pledgor is entitled to exercise pursuant to this Section shall cease, and all such rights shall thereupon become vested in the Agent,
which shall have the sole and exclusive right to exercise such voting and consensual rights and powers in a manner intended to give effect to the terms of this
Agreement, provided that, unless otherwise directed by the Required Lenders, the Agent shall have the right from time to time following and during the
continuance of an Event of Default to permit the Pledgor to exercise such rights.

7. Rights and Remedies. Upon the occurrence of an Event of Default, and at any time thereafter during the continuance of such event, the Agent, at any
time and from time to time thereafter:

(a) may cause any or all of the Collateral to be registered in its own name or in the name of any nominee or nominees;

(b) shall be entitled to collect and receive all interest, dividends, payments and other distributions of any character, declared or paid on any of the
Collateral;

(c) may vote any or all shares of any of the Securities and give all consents, waivers, and ratifications in respect thereof and otherwise act with
respect thereto as though it was the absolute owner thereof;

(d) may sell, assign, transfer and deliver at any time the whole, or from time to time any part, of the Securities or any rights or interests therein, at
public or private sale or in any other manner, at such prices and on such terms as the Agent may deem to be in its best interests, and either for cash, on credit,
or for future delivery, at the option of the Agent, upon ten (10) days written notice, which the Pledgor agrees is commercially reasonable, addressed to the
Pledgor at its last address on file with the Agent. Such notice, in the case of a public sale, shall state the time and place for such sale, and, in the case of sale at
a broker’s board or on a securities exchange, shall state the board or exchange at which such sale is to be made and the day on which the Securities, or any
portion thereof, will first be offered for sale at such board or exchange. Any such public sale shall be held at such time or times within ordinary business
hours at such place or places as the Agent may fix and shall so state in the notice of such sale. At any such sale, the Securities, or any portion thereof, to be
sold may be sold in one lot as an entirety or in separate parcels, as the Agent may determine. The Agent and/or the other Lenders shall be authorized at any
such sale (if it deems it advisable to do so) to restrict the prospective bidders or purchasers to persons who will represent and agree that they are purchasing the
Securities for their own account for investment and not with a view to the distribution or sale thereof, and upon consummation of any such sale the Agent shall
have the right to assign, transfer, and deliver to the purchaser or purchasers thereof the Securities so sold. The Pledgor will cooperate with the Agent so that a
sale of the Securities does not violate the Securities Act of 1933, as then in effect, and the rules and regulations thereunder. Each such purchaser at any sale
shall hold the property sold absolutely free from any claim or right on the part of the Pledgor and the Pledgor waives and releases, to the extent permitted by
law, any right of equity of
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redemption of the Securities, stay or appraisal which the Pledgor now has or at any time in the future may have under any rule of law or statute, now existing
or hereafter enacted; and

(e) shall otherwise have all the rights and remedies of a secured party with respect to the Collateral as are provided under the Uniform Commercial
Code in force in Connecticut on the date hereof and as may be amended from time to time, or under other applicable law, and the Agent and each of the other
Lenders may set off or otherwise apply the Collateral against the payment of any of the Secured Obligations and shall have the right to take such other actions
as are consistent with the power of attorney set forth in Section 3 hereof.

As an alternative to exercising the power of sale conferred upon it herein, the Agent may proceed by suits at law or in equity, or both, to foreclose
this Agreement and to sell the Securities, or any portion thereof, pursuant to a judgment or decree of a court or courts of competent jurisdiction provided the
Agent provides the Pledgor with 10 days prior written notice and the right to participate in such sale. If any of the Securities or any rights or interests therein
shall be disposed of at a private sale, the Agent and the other Lenders shall be relieved from all liability or claims for inadequacy of price. At any such sale the
Agent and/or any of the other Lenders may purchase the whole or any part of the Securities or any rights or interests therein so sold. If any of the Securities or
any rights or interests therein shall be sold on credit or for future delivery, the Securities or rights or interests so sold may be retained by the Agent until the
selling price thereof shall be paid by the purchaser.

8. Application of Proceeds . The Agent shall reasonably promptly after receipt thereof apply the proceeds of any collection or sale of the Collateral, as well
as any Collateral consisting of cash to the Obligations in the manner and priority provided for in the Credit Agreement and otherwise in accordance with all
applicable Laws. Subject to the foregoing, the Agent shall have absolute discretion as to the time of application of any such proceeds, moneys or balances in
accordance with this Agreement. Upon any sale of the Collateral by the Agent (including pursuant to a power of sale granted by statute or under a judicial
proceeding), the receipt of the Agent or of the officer making the sale shall be a sufficient discharge to the purchaser or purchasers of the Collateral so sold and
such purchaser or purchasers shall not be obligated to see to the application of any part of the purchase money paid over to the Agent or such officer.

9. Reimbursement of Agent . The Pledgor agrees to pay any and all reasonable costs and expenses incurred by the Agent, and to indemnify the Agent and
each other Lender against, and to hold each the Agent and each other Lender harmless from, any and all losses, claims, damages, liabilities and related
expenses, including the reasonable fees and expenses of counsel and of any experts and agents, which the Agent and/or any of the other Lenders may incur in
connection with (a) the custody, preservation or sale of, collection from or other realization upon any of the Collateral, (b) the exercise or enforcement of any of
the rights of the Agent hereunder, or (c) the failure by the Pledgor to perform or observe any of the provisions hereof.

10. Security Interest Absolute . All rights of the Agent hereunder, the security interest granted herein and all obligations of the Pledgor hereunder shall be
absolute and unconditional irrespective of (a) any lack of validity or enforceability of any Loan Document, any other agreement with respect to any of the
Secured Obligations or any other agreement or instrument relating to any of the foregoing, (b) any change in the time, manner or place of payment of, or in any
other term of,
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all or any of the Secured Obligations or any other amendment or waiver of or any consent to any departure from any Loan Document; (c) any exchange or
release of, or non-perfection of any lien on, any Collateral or any other collateral for the Secured Obligations or any release or amendment or waiver of or
consent under or departure from any guarantee, securing or guaranteeing all or any of the Secured Obligations, or (d) any other circumstance that might
otherwise constitute a defense available to, or a discharge of, the Pledgor in respect of the Secured Obligations or this Agreement.

11. Termination. This Agreement and the security interest granted hereby shall terminate upon the final and indefeasible payment in full of all of the
Secured Obligations and the termination of the Commitments. Upon termination of this Agreement, any Securities still pledged hereunder (and not yet disposed
of) shall be delivered to the Pledgor.

12. Applicable Law. This Agreement shall be governed by and construed according to the laws of the State of Connecticut (but not its conflicts of law
provisions).

13. Entire Agreement . This Agreement sets forth the entire agreement and understanding of the parties and shall not be subject to any change or
modification except by the execution of a written instrument subscribed to by the parties hereto.

14. Reasonable Care. Beyond the exercise of reasonable care to assure the safe custody of the Collateral while held hereunder, under no circumstances
shall Agent or any other Lender be deemed to assume any responsibility for or obligation or duty with respect to any part or all of the Collateral of any nature
or kind or any matter or proceedings arising out of or relating thereto. Neither the Agent nor any other Lender shall have any duty or liability to collect any
sums due in respect thereof or to protect or preserve its or the Pledgor’s rights pertaining thereto (except that the Agent shall have a duty to retain possession of
the Securities to maintain its perfection by possession), and shall be relieved of all responsibility for any of the Collateral upon surrendering the same to the
Pledgor.

15. Assignment. The Agent may assign any or all of its rights under this Agreement in accordance with the Credit Agreement. In addition, in the event of
a sale or assignment by the Agent and/or any of the other Lenders of any or all of its rights under any of the Secured Obligations, any purchaser or assignee of
any of the Secured Obligations shall be deemed to be a Lender for purposes hereof and the selling or assigning Lender shall thereafter be forever released and
fully discharged from any liability or responsibility hereunder with respect to the rights and interest so assigned.

16. Notices. All notices, demands, requests, and other communications given under this Agreement shall (except as otherwise expressly permitted
herein) be in writing and given as provided in Section 10.02 of the Credit Agreement.

17. Marshalling. Neither the Agent nor any other Lender shall be required to marshal any present or future collateral security for (including, but not
limited to, this Agreement and the Collateral), or other assurances of payment of, the Secured Obligations, or any of them, or to resort to such collateral
security or other assurances of payment in any particular order. All of the Agent’s rights and remedies hereunder and in respect of such security and other
assurances of payment shall be cumulative and in addition to all other rights, however existing or arising. To
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the extent that the Pledgor lawfully may, the Pledgor hereby agrees that the Pledgor will not invoke any law relating to the marshalling of collateral that might
cause delay in or impede the enforcement of the Agent’s rights under this Agreement or under any other instrument evidencing any of the Secured Obligations
or under which any of the Secured Obligations is outstanding or by which any of the Secured Obligations is secured or payment thereof is otherwise assured,
and to the extent that he lawfully may, the Pledgor hereby irrevocably waives the benefits of all such laws.

18. Waivers; Amendment. (a) No course of dealing between the Pledgor and the Agent and no failure on the part of the Agent to exercise, and no delay in
exercising, any right, power, or remedy hereunder shall operate as a waiver of such right, power, or remedy, nor shall any single or partial exercise of any
such right, power, or remedy, or any abandonment or discontinuance of steps to enforce such a right, power or remedy, preclude any other or further exercise
thereof or the exercise of any other right, power, or remedy. The rights, powers and remedies of the Agent hereunder and of the Lenders under the other Loan
Documents are cumulative and not exclusive of any rights, powers or remedies that they would otherwise have, whether under the Loan Documents, at law, in
equity, or otherwise. No waiver of any provision of this Agreement or any other Loan Document or consent to any departure by the Pledgor therefrom shall in
any event be effective unless the same shall be permitted by subsection (b) below, and then such waiver or consent shall be effective only in the specific
instance and for the specific purpose for which given. No notice or demand on Pledgor in any case shall entitle Pledgor or any other Loan Party to any other or
further notice or demand in similar or other circumstances.

(b) Neither this Agreement nor any provision hereof may be waived, amended or modified except pursuant to an agreement or agreements in
writing entered into by the Agent and the Pledgor, subject to any consent required in accordance with Section 10.01 of the Credit Agreement.

19. Binding Agreement . This Agreement shall be binding upon and inure to the benefit of the parties hereto and their respective heirs, executors,
administrators, successors and assigns, and the term “Lenders” shall be deemed to include any other holder or holders of any of the Secured Obligations. As
used herein, plural or singular include each other, and pronouns of any gender are to be construed as masculine, feminine or neuter, as context requires.

20. Severability. In the event that any provision of this Agreement shall be determined to be superseded, invalid or otherwise unenforceable pursuant to
applicable law, such determination shall not affect the validity of the balance of this Agreement, and the remaining provisions of this Agreement shall be
enforced as if the invalid provisions were deleted.

21. Counterparts. This Agreement may be executed and delivered in any number of counterparts each of which shall constitute an original, but all of
which taken together shall constitute but one and the same agreement. Delivery of an executed signature page to this Agreement by facsimile or other electronic
transmission shall be effective as delivery of a manually signed counterpart of this Agreement. Each party to this Agreement agrees that it will be bound by its
own facsimile or other electronic signature and that it accepts the facsimile or other electronic signature of each other party.
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22. Rules of Interpretation. The rules of interpretation specified in Sections 1.02, 1.03, 1.04, 1.05 and 1.06 of the Credit Agreement shall be applicable to
this Agreement.

[Remainder of page intentionally left blank; signature page follows]
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IN WITNESS WHEREOF, the parties have executed this Agreement on the date first above written.
 
WITNESSES:   HIGHER ONE HOLDINGS, INC.

/s/ Robert Barbieri   By: /s/ Mark Volchek
   Name: Mark Volchek
   Title: Chief Financial Officer

/s/ Thomas Kavanaugh    

  

BANK OF AMERICA, N.A.,
as Agent

  By: /s/ James Clark
   Name: James Clark
   Title: Senior Vice President

Signature Page to Stock Pledge Agreement – Higher One Holdings, Inc.



Exhibit A
 
Issuer   No. and Class of Shares   Certificate No.

Higher One, Inc.
  

100 shares of common stock,
$0.001 par value per share   

36



STOCK POWER

FOR VALUE RECEIVED, HIGHER ONE HOLDINGS, INC. , hereby sells, assigns and transfers unto                                          One Hundred
(100) shares of common stock of HIGHER ONE, INC. , a Delaware corporation (the “Corporation”), standing in the undersigned’s name on the books of
the Corporation represented by Certificate No. 36 and does hereby irrevocably constitute and appoint                                          attorney to transfer said
stock, or any part thereof, on the books of the Corporation with full power of substitution.

IN WITNESS WHEREOF, the undersigned has hereunto set the undersigned’s name this      day of                     ,              .
 

HIGHER ONE HOLDINGS, INC.

By:   
 Name:
 Title:



Exhibit 10.20

STANDARD MULTI-TENANT OFFICE LEASE - GROSS
AIR COMMERCIAL REAL ESTATE ASSOCIATION

1. Basic Provisions (“Basic Provisions”) .

1.1 Parties: This Lease (“Lease”), dated for reference purposes only May 21, 2010, is made by and between GSR II, LLC and LM Swan Way, LLC
(Please see Exhibit A for Lessor description) (“Lessor”) and Higher One Payments, Inc.  (“Lessee”), (collectively the “Parties”, or individually a “Party”).

1.2(a) Premises: That certain portion of the Project (as defined below), known as Suite Numbers(s) suite 200 and 201,  2nd floor(s), consisting of
approximately 11,760 rentable square feet and approximately                      useable square feet (“Premises”). The Premises are located at: 80 Swan Way, in
the City of Oakland, County of Alameda, State of California, with zip code                     . Suite 200 of the Premises consists of approximately 9,360 rentable
square feet and Is referred to herein as the “Suite 200 Premises”. Suite 201 of the Premises consists of approximately 2400 rentable square feet and is referred to
herein as the “Suite 201 Premises”. In addition to Lessee’s rights to use and occupy the Premises as hereinafter specified, Lessee shall have non-exclusive
rights to the Common Areas (as defined in Paragraph 2.7 below) as hereinafter specified, but shall not have any rights to the roof, the exterior walls, the area
above the dropped ceilings, or the utility raceways of the building containing the Premises (“ Building”) or to any other buildings in the Project. The Premises,
the Building, the Common Areas, the land upon which they are located, along with all other buildings and improvements thereon, are herein collectively
referred to as the “Project.” The Project consists of approximately 52,000 rentable square feet. (See also Paragraph 2)

1.2(b) Parking: 3.4:1000 unreserved and                      reserved vehicle parking spaces at a monthly cost of $                      per unreserved space and
$                     per reserved space. (See Paragraph 2.6)

1.3 Term: 5  years and 6  months (“Original Term”) commencing August 1, 2010 (“Commencement Date”) and ending January 31, 2016 (
“Expiration Date”). (See also Paragraph 3)

1.4 Early Possession: N/A. If the Premises are available Lessee may have non exclusive possession of the Premises commencing                       (“Early
Possession Date”). (See also Paragraphs 3.2 and 3.3)

1.5 Base Rent: $ See Addendum  per month (“Base Rent)”, payable on the 1st day of each month commencing See Addendum . (See also Paragraph 4)

¨ If this box is checked, there are provisions in this Lease for the Base Rent to be adjusted. See Paragraph                     

1.6 Lessee’s Share of Operating Expense Increase : twenty three percent ( 23%) (“Lessee’s Share”). In the event that that size of the Premises
and/or the Project are modified during the term of this Lease, Lessor shall recalculate Lessee’s Share to reflect such modification.

1.7 Base Rent and Other Monies Paid Upon Execution :

(a) Base Rent: $ See Addendum  for the period See Addendum .

(b) Security Deposit: $15,904.00 (“Security Deposit”). (See also Paragraph 5)

(c) Parking: $                     for the period                     .

(d) Other: $284,944.80 for Tenant Improvements.

(e) Total Due Upon Execution of this Lease: $300,848.80.

1.8 Agreed Use: General Office Use.
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(See also Paragraph 6)

1.9 Base Year; Insuring Party. The Base Year is 2011. Lessor is the “Insuring Party”. (See also Paragraphs 4.2 and 8)

1.10 Real Estate Brokers: (See also Paragraph 15)

(a) Representation: The following real estate brokers (the “Brokers”) and brokerage relationships exist in this transaction (check applicable
boxes):

¨                      represents Lessor exclusively (“Lessor’s Broker”);

¨                      represents Lessee exclusively (“Lessee’s Broker”); or

x Equistone Partners, Inc.  represents both Lessor and Lessee (“Dual Agency”).

(b) Payment to Brokers: Upon execution and delivery of this Lease by both Parties, Lessor shall pay to the Brokers for the brokerage services
rendered by the Brokers the fee agreed to in the attached separate written agreement or if no such agreement is attached, the sum of                      or
                    % of the total Base Rent payable for the Original Term, the sum of                      or                      of the total Base Rent payable during any period
of time that the Lessee occupies the Premises subsequent to the Original Term, and/or the sum of per separate agreement  or                     % of the purchase
price in the event that the Lessee or anyone affiliated with Lessee acquires from Lessor any rights to the Premises.

1.11 Guarantor. The obligations of the Lessee under this Lease shall be guaranteed by                      (“Guarantor”). (See also Paragraph 37)

1.12 Business Hours for the Building : 8 a.m. to 6  p.m., Mondays through Fridays (except Building Holidays) and                      a.m. to                     
p.m. on Saturdays (except Building Holidays). “ Building Holidays” shall mean the dates of observation of New Year’s Day, President’s Day, Memorial Day,
Independence Day, Labor Day, Thanksgiving Day, Christmas Day, and N/A.

1.13 Lessor Supplied Services. Notwithstanding the provisions of Paragraph 11.1, Lessor is NOT obligated to provide the following within the
Premises:

¨ Janitorial services

¨ Electricity

¨ Other (specify):                     

1.14 Attachments. Attached hereto are the following, all of which constitute a part of this Lease:

¨ an Addendum consisting of Paragraphs                      through                     ;

¨ a plot plan depicting the Premises;

¨ a current set of the Rules and Regulations;

¨ a Work Letter;

¨ a janitorial schedule;

¨ other (specify): Exhibit A; Option(s) to Extend; Rent Adjustment (s) ; Addendum to Lease; Work Letter .

2. Premises.

2.1 Letting. Lessor hereby leases to Lessee, and Lessee hereby leases from Lessor, the Premises, for the term, at the rental, and upon all of the terms,
covenants and conditions set forth in this Lease. While the approximate square footage of the Premises may have been used in the marketing of the Premises
for purposes of comparison, the Base Rent stated herein is NOT tied to square footage and is not subject to adjustment should the actual size be determined to
be different. Note: Lessee is advised to verify the actual size prior to executing this Lease .

2.2 Condition. Lessor shall deliver the Premises to Lessee in a clean condition on the Commencement Date or the Early Possession Date, whichever first
occurs (“Start Date”), and warrants that the existing electrical, plumbing, fire sprinkler, lighting, heating, ventilating and air conditioning systems (
“HVAC”), and all other items which the Lessor is obligated to construct pursuant to the Work Letter attached hereto, if any, other than those constructed by
Lessee, shall be in good operating condition on said date, that the structural elements of the roof, bearing walls and foundation of the Unit shall be free of
material defects, and that the Premises do not contain hazardous levels of any mold or fungi defined as toxic under applicable state or federal law.

2.3 Compliance. Lessor warrants to the best of its knowledge that the improvements comprising the Premises and the Common Areas comply with the
building codes that were in effect at the time that each such improvement, or portion thereof, was constructed, and also with all applicable laws, covenants or
restrictions of record, regulations, and ordinances (“ Applicable Requirements”) in effect on the Start Date. Said warranty does not apply to the use to which
Lessee will put the Premises, modifications which may be required by the Americans with Disabilities Act or any similar laws as a result of Lessee’s use (see
Paragraph 49), or to any Alterations or Utility Installations (as defined in Paragraph 7.3(a)) made or to be made by Lessee. NOTE: Lessee is responsible for
determining whether or not the zoning and other Applicable Requirements are appropriate for Lessee’s intended use, and acknowledges that
past uses of the Premises may no longer be allowed . If the Premises do not comply with said warranty, Lessor shall, except as otherwise provided,
promptly after receipt of written notice from Lessee setting forth with specificity the nature and extent of such non-compliance, rectify the same. If the
Applicable Requirements are hereafter changed so as to require during the term of this Lease the construction of an addition to or an alteration of the Premises,
the remediation of any Hazardous Substance, or the reinforcement or other physical modification of the Premises (“ Capital Expenditure”), Lessor and
Lessee shall allocate the cost of such work as follows:



(a) Subject to Paragraph 2.3(c) below, if such Capital Expenditures are required as a result of the specific and unique use of the Premises by
Lessee as compared with uses by tenants in general, Lessee shall be fully responsible for the cost thereof, provided, however that if such
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Capital Expenditure is required during the last 2 years of this Lease and the cost thereof exceeds 6 months’ Base Rent, Lessee may instead terminate this Lease
unless Lessor notifies Lessee, in writing, within 10 days after receipt of Lessee’s termination notice that Lessor has elected to pay the difference between the
actual cost thereof and the amount equal to 6 months’ Base Rent. If Lessee elects termination, Lessee shall immediately cease the use of the Premises which
requires such Capital Expenditure and deliver to Lessor written notice specifying a termination date at least 90 days thereafter. Such termination date shall,
however, in no event be earlier than the last day that Lessee could legally utilize the Premises without commencing such Capital Expenditure.

(b) If such Capital Expenditure is not the result of the specific and unique use of the Premises by Lessee (such as, governmentally mandated
seismic modifications), then Lessor shall pay for such Capital Expenditure and Lessee shall only be obligated to pay, each month during the remainder of the
term of this Lease or any extension thereof, on the date that on which the Base Rent is due, an amount equal to 1/144th of the portion of such costs reasonably
attributable to the Premises. Lessee shall pay Interest on the balance but may prepay its obligation at any time. If, however, such Capital Expenditure is
required during the last 2 years of this Lease or if Lessor reasonably determines that it is not economically feasible to pay its share thereof, Lessor shall have
the option to terminate this Lease upon 90 days prior written notice to Lessee unless Lessee notifies Lessor, in writing, within 10 days after receipt of Lessor’s
termination notice that Lessee will pay for such Capital Expenditure. If Lessor does not elect to terminate, and fails to tender its share of any such Capital
Expenditure, Lessee may advance such funds and deduct same, with Interest, from Rent until Lessor’s share of such costs have been fully paid. If Lessee is
unable to finance Lessor’s share, or if the balance of the Rent due and payable for the remainder of this Lease is not sufficient to fully reimburse Lessee on an
offset basis, Lessee shall have the right to terminate this Lease upon 30 days written notice to Lessor.

(c) Notwithstanding the above, the provisions concerning Capital Expenditures are intended to apply only to nonvoluntary, unexpected, and new
Applicable Requirements. If the Capital Expenditures are instead triggered by Lessee as a result of an actual or proposed change in use, change in intensity of
use, or modification to the Premises then, and in that event, Lessee shall either: (i) immediately cease such changed use or intensity of use and/or take such
other steps as may be necessary to eliminate the requirement for such Capital Expenditure, or (ii) complete such Capital Expenditure at its own expense. Lessee
shall not have any right to terminate this Lease.

2.4 Acknowledgements. Lessee acknowledges that: (a) it has been given an opportunity to inspect and measure the Premises, (b) Lessee has been
advised by Lessor and/or Brokers to satisfy itself with respect to the size and condition of the Premises (including but not limited to the electrical, HVAC and
fire sprinkler systems, security, environmental aspects, and compliance with Applicable Requirements), and their suitability for Lessee’s intended use,
(c) Lessee has made such investigation as it deems necessary with reference to such matters and assumes all responsibility therefor as the same relate to its
occupancy of the Premises, (d) it is not relying on any representation as to the size of the Premises made by Brokers or Lessor, (e) the square footage of the
Premises was not material to Lessee’s decision to lease the Premises and pay the Rent stated herein, and (f) neither Lessor, Lessor’s agents, nor Brokers have
made any oral or written representations or warranties with respect to said matters other than as set forth in this Lease. In addition, Lessor acknowledges that:
(i) Brokers have made no representations, promises or warranties concerning Lessee’s ability to honor the Lease or suitability to occupy the Premises, and
(ii) it is Lessor’s sole responsibility to investigate the financial capability and/or suitability of all proposed tenants.

2.5 Lessee as Prior Owner/Occupant . The warranties made by Lessor in Paragraph 2 shall be of no force or effect if immediately prior to the Start
Date, Lessee was the owner or occupant of the Premises. In such event, Lessee shall be responsible for any necessary corrective work.

2.6 Vehicle Parking. So long as Lessee is not in default, and subject to the Rules and Regulations attached hereto, and as established by Lessor from
time to time, Lessee shall be entitled to rent and use the number of parking spaces specified in Paragraph 1.2(b). at the rental rate applicable from time to time
for monthly parking as set by Lessor and/or its licensee.

(a) If Lessee commits, permits or allows any of the prohibited activities described in the Lease or the rules then in effect, then Lessor shall have
the right, without notice, in addition to such other rights and remedies that it may have, to remove or tow away the vehicle involved and charge the cost to
Lessee, which cost shall be immediately payable upon demand by Lessor.

(b) The monthly rent per parking space specified in Paragraph 1.2(b) is subject to change upon 30 days prior written notice to Lessee. The rent for
the parking is payable one month in advance prior to the first day of each calendar month.

2.7 Common Areas - Definition . The term “Common Areas” is defined as all areas and facilities outside the Premises and within the exterior
boundary line of the Project and interior utility raceways and installations within the Premises that are provided and designated by the Lessor from time to time
for the general nonexclusive use of Lessor, Lessee and other tenants of the Project and their respective employees, suppliers, shippers, customers, contractors
and invitees, including, but not limited to, common entrances, lobbies, corridors, stairwells, public restrooms, elevators, parking areas, loading and
unloading areas, trash areas, roadways, walkways, driveways and landscaped areas.

2.8 Common Areas - Lessee’s Rights . Lessor grants to Lessee, for the benefit of Lessee and its employees, suppliers, shippers, contractors,
customers and invitees, during the term of this Lease, the nonexclusive right to use, in common with others entitled to such use, the Common Areas as they
exist from time to time, subject to any rights, powers, and privileges reserved by Lessor under the terms hereof or under the terms of any rules and regulations
or restrictions governing the use of the Project. Under no circumstances shall the right herein granted to use the Common Areas be deemed to include the right to
store any property, temporarily or permanently, in the Common Areas. Any such storage shall be permitted only by the prior written consent of Lessor or
Lessor’s designated agent, which consent may be revoked at any time. In the event that any unauthorized storage shall occur then Lessor shall have the right,
without notice, in addition to such other rights and remedies that it may have, to remove the property and charge the cost to Lessee, which cost shall be
immediately payable upon demand by Lessor.

2.9 Common Areas - Rules and Regulations . Lessor or such other person(s) as Lessor may appoint shall have the exclusive control and management
of the Common Areas and shall have the right, from time to time, to adopt, modify, amend and enforce reasonable rules and regulations (“ Rules and
Regulations”) for the management, safety, care, and cleanliness of the grounds, the parking and unloading of vehicles and the preservation of good order, as
well as for the convenience of other occupants or tenants of the Building and the Project and their invitees. The Lessee agrees to abide by and conform to all
such Rules and Regulations, and shall use its best efforts to cause its employees, suppliers, shippers, customers, contractors and invitees to so abide and
conform. Lessor shall not be responsible to Lessee for the noncompliance with said Rules and Regulations by other tenants of the Project.

2.10 Common Areas - Changes . Lessor shall have the right, in Lessor’s sole discretion, from time to time:



(a) To make changes to the Common Areas, including, without limitation, changes in the location, size, shape and number of the lobbies,
windows, stairways, air shafts, elevators, escalators, restrooms, driveways, entrances, parking spaces, parking areas, loading and unloading areas, ingress,
egress, direction of traffic, landscaped areas, walkways and utility raceways;

(b) To close temporarily any of the Common Areas for maintenance purposes so long as reasonable access to the Premises remains available;

(c) To designate other land outside the boundaries of the Project to be a part of the Common Areas;

(d) To add additional buildings and improvements to the Common Areas;
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(e) To use the Common Areas while engaged in making additional improvements, repairs or alterations to the Project, or any portion thereof; and

(f) To do and perform such other acts and make such other changes in, to or with respect to the Common Areas and Project as Lessor may, in the
exercise of sound business judgment, deem to be appropriate.

3. Term.

3.1 Term. The Commencement Date, Expiration Date and Original Term of this Lease are as specified in Paragraph 1.3.

3.2 Early Possession. Any provision herein granting Lessee Early Possession of the Premises is subject to and conditioned upon the Premises being
available for such possession prior to the Commencement Date. Any grant of Early Possession only conveys a non-exclusive right to occupy the Premises. If
Lessee totally or partially occupies the Premises prior to the Commencement Date, the obligation to pay Base Rent shall be abated for the period of such Early
Possession. All other terms of this Lease (including but not limited to the obligations to pay Lessee’s Share of the Operating Expense Increase) shall be in effect
during such period. Any such Early Possession shall not affect the Expiration Date.

3.3 Delay In Possession. Lessor agrees to use its best commercially reasonable efforts to deliver possession of the Premises to Lessee by the
Commencement Date. If, despite said efforts, Lessor is unable to deliver possession by such date, Lessor shall not be subject to any liability therefor, nor
shall such failure affect the validity of this Lease. Lessee shall not, however, be obligated to pay Rent or perform its other obligations until Lessor delivers
possession of the Premises and any period of rent abatement that Lessee would otherwise have enjoyed shall run from the date of delivery of possession and
continue for a period equal to what Lessee would otherwise have enjoyed under the terms hereof, but minus any days of delay caused by the acts or omissions
of Lessee. If possession is not delivered within 60 days after the Commencement Date, as the same may be extended under the terms of any Work Letter
executed by Parties, Lessee may, at its option, by notice in writing within 10 days after the end of such 60 day period, cancel this Lease, in which event the
Parties shall be discharged from all obligations hereunder. If such written notice is not received by Lessor within said 10 day period, Lessee’s right to cancel
shall terminate. If possession of the Premises is not delivered within 120 days after the Commencement Date, this Lease shall terminate unless other agreements
are reached between Lessor and Lessee, in writing.

[SEE ADDENDUM PARAGRAPH 3.3(a)]

3.4 Lessee Compliance. Lessor shall not be required to deliver possession of the Premises to Lessee until Lessee complies with its obligation to provide
evidence of insurance (Paragraph 8.5). Pending delivery of such evidence, Lessee shall be required to perform all of its obligations under this Lease from and
after the Start Date, including the payment of Rent, notwithstanding Lessor’s election to withhold possession pending receipt of such evidence of insurance.
Further, if Lessee is required to perform any other conditions prior to or concurrent with the Start Date, the Start Date shall occur but Lessor may elect to
withhold possession until such conditions are satisfied.

4. Rent.

4.1. Rent Defined. All monetary obligations of Lessee to Lessor under the terms of this Lease (except for the Security Deposit) are deemed to be rent (
“Rent”).

4.2 Operating Expense Increase . Lessee shall pay to Lessor during the term hereof, in addition to the Base Rent, Lessee’s Share of the amount by
which all Operating Expenses for each Comparison Year exceeds the amount of all Operating Expenses for the Base Year, such excess being hereinafter referred
to as the “Operating Expense Increase”, in accordance with the following provisions:

(a) “Base Year” is as specified in Paragraph 1.9.

(b) “Comparison Year” is defined as each calendar year during the term of this Lease subsequent to the Base Year; provided, however, Lessee
shall have no obligation to pay a share of the Operating Expense Increase applicable to the first 12 months of the Lease Term (other than such as are mandated
by a governmental authority, as to which government mandated expenses Lessee shall pay Lessee’s Share, notwithstanding they occur during the first twelve
(12) months). Lessee’s Share of the Operating Expense Increase for the first and last Comparison Years of the Lease Term shall be prorated according to that
portion of such Comparison Year as to which Lessee is responsible for a share of such increase.

(c) The following costs relating to the ownership and operation of the Project, calculated as if the Project was at least 95% occupied, are defined as
“Operating Expenses”:

(i) Costs relating to the operation, repair, and maintenance in neat, clean, safe, good order and condition, but not the replacement (see
subparagraph (g)), of the following:

(aa) The Common Areas, including their surfaces, coverings, decorative items, carpets, drapes and window coverings, and
including parking areas, loading and unloading areas, trash areas, roadways, sidewalks, walkways, stairways, parkways, driveways, landscaped areas,
striping, bumpers, irrigation systems, Common Area lighting facilities, building exteriors and roofs, fences and gates;

(bb) All heating, air conditioning, plumbing, electrical systems, life safety equipment, communication systems and other
equipment used in common by, or for the benefit of, tenants or occupants of the Project, including elevators and escalators, tenant directories, fire detection
systems including sprinkler system maintenance and repair.

(cc) All other areas and improvements that are within the exterior boundaries of the Project but outside of the Premises and/or any
other space occupied by a tenant.

(ii) The cost of trash disposal, janitorial and security services, pest control services, and the costs of any environmental inspections;

(iii) The cost of any other service to be provided by Lessor that is elsewhere in this Lease stated to be an “Operating Expense”;

(iv) The cost of the premiums for the insurance policies maintained by Lessor pursuant to paragraph 8 and any deductible portion of an



insured loss concerning the Building or the Common Areas;

(v) The amount of the Real Property Taxes payable by Lessor pursuant to paragraph 10;

(vi) The cost of water, sewer, gas, electricity, and other publicly mandated services not separately metered;

(vii) Labor, salaries, and applicable fringe benefits and costs, materials, supplies and tools, used in maintaining and/or cleaning the
Project and accounting and management fees attributable to the operation of the Project;

(viii) The cost of any capital improvement to the Building or the Project not covered under the provisions of Paragraph 2.3 provided;
however, that Lessor shall allocate the cost of any such capital improvement over a 12 year period and Lessee shall not be required to pay more than Lessee’s
Share of 1/144th of the cost of such Capital Expenditure in any given month;

(ix) The cost to replace equipment or improvements that have a useful life for accounting purposes of 5 years or less.

(x) Reserves set aside for maintenance, repair and/or replacement of Common Area improvements and equipment.

(d) Any item of Operating Expense that is specifically attributable to the Premises, the Building or to any other building in the
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Project or to the operation, repair and maintenance thereof, shall be allocated entirely to such Premises, Building, or other building. However, any such item
that is not specifically attributable to the Building or to any other building or to the operation, repair and maintenance thereof, shall be equitably allocated by
Lessor to all buildings in the Project.

(e) The inclusion of the improvements, facilities and services set forth in Subparagraph 4.2(c) shall not be deemed to impose an obligation upon
Lessor to either have said improvements or facilities or to provide those services unless the Project already has the same, Lessor already provides the services,
or Lessor has agreed elsewhere in this Lease to provide the same or some of them.

(f) Lessee’s Share of Operating Expense Increase is payable monthly on the same day as the Base Rent is due hereunder. The amount of such
payments shall be based on Lessor’s estimate of the Operating Expense Expenses. Within 60 days after written request (but not more than once each year)
Lessor shall deliver to Lessee a reasonably detailed statement showing Lessee’s Share of the actual Common Area Operating Expenses for the preceding year. If
Lessee’s payments during such Year exceed Lessee’s Share, Lessee shall credit the amount of such over-payment against Lessee’s future payments. If Lessee’s
payments during such Year were less than Lessee’s Share, Lessee shall pay to Lessor the amount of the deficiency within 10 days after delivery by Lessor to
Lessee of said statement. Lessor and Lessee shall forthwith adjust between them by cash payment any balance determined to exist with respect to that portion
of the last Comparison Year for which Lessee is responsible as to Operating Expense Increases, notwithstanding that the Lease term may have terminated
before the end of such Comparison Year.

(g) Operating Expenses shall not include the costs of replacement for equipment or capital components such as the roof, foundations, exterior
walls or a Common Area capital improvement, such as the parking lot paving, elevators, fences that have a useful life for accounting purposes of 5 years or
more.

(h) Operating Expenses shall not include any expenses paid by any tenant directly to third parties, or as to which Lessor is otherwise reimbursed
by any third party, other tenant, or by insurance proceeds.

[SEE PARAGRAPHS 4.2(h) AND 4.2(1) OF ADDENDUM]

4.3 Payment. Lessee shall cause payment of Rent to be received by Lessor in lawful money of the United States on or before the day on which it is due,
without offset or deduction (except as specifically permitted in this Lease). All monetary amounts shall be rounded to the nearest whole dollar. In the event that
any invoice prepared by Lessor is inaccurate such inaccuracy shall not constitute a waiver and Lessee shall be obligated to pay the amount set forth in this
Lease. Rent for any period during the term hereof which is for less than one full calendar month shall be prorated based upon the actual number of days of
said month. Payment of Rent shall be made to Lessor at its address stated herein or to such other persons or place as Lessor may from time to time designate in
writing. Acceptance of a payment which is less than the amount then due shall not be a waiver of Lessor’s rights to the balance of such Rent, regardless of
Lessor’s endorsement of any check so stating. In the event that any check, draft, or other instrument of payment given by Lessee to Lessor is dishonored for
any reason, Lessee agrees to pay to Lessor the sum of $25 in addition to any Late Charge and Lessor, at its option, may require all future Rent be paid by
cashier’s check. Payments will be applied first to accrued late charges and attorney’s fees, second to accrued interest, then to Base Rent and Common Area
Operating Expenses, and any remaining amount to any other outstanding charges or costs.

5. Security Deposit. Lessee shall deposit with Lessor upon execution hereof the Security Deposit as security for Lessee’s faithful performance of its
obligations under this Lease. If Lessee fails to pay Rent, or otherwise Defaults under this Lease, Lessor may use, apply or retain all or any portion of said
Security Deposit for the payment of any amount already due Lessor, for Rents which will be due in the future, and/ or to reimburse or compensate Lessor for
any liability, expense, loss or damage which Lessor may suffer or incur by reason thereof. If Lessor uses or applies all or any portion of the Security Deposit,
Lessee shall within 10 days after written request therefor deposit monies with Lessor sufficient to restore said Security Deposit to the full amount required by
this Lease. If the Base Rent Increases during the term of this Lease, Lessee shall, upon written request from Lessor, deposit additional monies with Lessor so
that the total amount of the Security Deposit shall at all times bear the same proportion to the increased Base Rent as the initial Security Deposit bore to the
initial Base Rent. Should the Agreed Use be amended to accommodate a material change in the business of Lessee or to accommodate a sublessee or assignee,
Lessor shall have the right to increase the Security Deposit to the extent necessary, in Lessor’s reasonable judgment, to account for any Increased wear and tear
that the Premises may suffer as a result thereof. If a change in control of Lessee occurs during this Lease and following such change the financial condition of
Lessee is, in Lessor’s reasonable judgment, significantly reduced, Lessee shall deposit such additional monies with Lessor as shall be sufficient to cause the
Security Deposit to be at a commercially reasonable level based on such change in financial condition. Lessor shall not be required to keep the Security Deposit
separate from its general accounts. Within 90 days after the expiration or termination of this Lease, Lessor shall return that portion of the Security Deposit not
used or applied by Lessor. No part of the Security Deposit shall be considered to be held in trust, to bear interest or to be prepayment for any monies to be paid
by Lessee under this Lease.

6. Use.

6.1 Use. Lessee shall use and occupy the Premises only for the Agreed Use, or any other legal use which is reasonably comparable thereto, and for no
other purpose. Lessee shall not use or permit the use of the Premises in a manner that is unlawful, creates damage, waste or a nuisance, or that disturbs
occupants of or causes damage to neighboring premises or properties. Other than guide, signal and seeing eye dogs, Lessee shall not keep or allow in the
Premises any pets, animals, birds, fish, or reptiles. Lessor shall not unreasonably withhold or delay its consent to any written request for a modification of
the Agreed Use, so long as the same will not impair the structural integrity of the improvements of the Building, will not adversely affect the mechanical,
electrical, HVAC, and other systems of the Building, and/or will not affect the exterior appearance of the Building. If Lessor elects to withhold consent, Lessor
shall within 7 days after such request give written notification of same, which notice shall include an explanation of Lessor’s objections to the change in the
Agreed Use.

6.2 Hazardous Substances.

(a) Reportable Uses Require Consent . The term “Hazardous Substance” as used in this Lease shall mean any product, substance, or waste
whose presence, use, manufacture, disposal, transportation, or release, either by itself or in combination with other materials expected to be on the Premises, is
either: (i) potentially injurious to the public health, safety or welfare, the environment or the Premises, (ii) regulated or monitored by any governmental
authority, or (iii) a basis for potential liability of Lessor to any governmental agency or third party under any applicable statute or common law theory but



shall not Include Common Materials as defined herein. Hazardous Substances shall include, but not be limited to, hydrocarbons, petroleum, gasoline, and/or
crude oil or any products, byproducts or fractions thereof. Lessee shall not engage in any activity in or on the Premises which constitutes a Reportable Use of
Hazardous Substances without the express prior written consent of Lessor and timely compliance (at Lessee’s expense) with all Applicable Requirements.
“Reportable Use” shall mean (i) the installation or use of any above or below ground storage tank, (ii) the generation, possession, storage, use,
transportation, or disposal of a Hazardous Substance that requires a permit from, or with respect to which a report, notice, registration or business plan is
required to be filed with, any governmental authority, and/or (iii) the presence at the Premises of a Hazardous Substance with respect to which any Applicable
Requirements requires that a notice be given to persons entering or occupying the Premises or neighboring properties. Notwithstanding the foregoing, Lessee
may use any ordinary and customary materials reasonably required to be used in the normal course of the Agreed Use such as ordinary office supplies (copier
toner, liquid paper, glue, etc.) and common household cleaning
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materials, so long as such use is in compliance with all Applicable Requirements, is not a Reportable Use, and does not expose the Premises or neighboring
property to any meaningful risk of contamination or damage or expose Lessor to any liability therefor (such materials being “Common Materials”). In
addition, Lessor may condition its consent to any Reportable Use upon receiving such additional assurances as Lessor reasonably deems necessary to protect
itself, the public, the Premises and/or the environment against damage, contamination, injury and/or liability, including, but not limited to, the installation
(and removal on or before Lease expiration or termination) of protective modifications (such as concrete encasements) and/or increasing the Security Deposit.

(b) Duty to Inform Lessor . If Lessee knows, or has reasonable cause to believe, that a Hazardous Substance has come to be located in, on,
under or about the Premises, other than as previously consented to by Lessor, Lessee shall immediately give written notice of such fact to Lessor, and provide
Lessor with a copy of any report, notice, claim or other documentation which it has concerning the presence of such Hazardous Substance.

(c) Lessee Remediation. Lessee shall not cause or permit any Hazardous Substance to be spilled or released in, on, under, or about the Premises
(including through the plumbing or sanitary sewer system) and shall promptly, at Lessee’s expense, comply with all Applicable Requirements and take all
investigatory and/or remedial action reasonably recommended, whether or not formally ordered or required, for the cleanup of any contamination of, and for
the maintenance, security and/or monitoring of the Premises or neighboring properties, that was caused or materially contributed to by Lessee, or pertaining to
or involving any Hazardous Substance brought onto the Premises during the term of this Lease, by or for Lessee, or any third party.

(d) Lessee Indemnification . Lessee shall indemnify, defend and hold Lessor, its agents, employees, lenders and ground lessor, if any, harmless
from and against any and all loss of rents and/or damages, liabilities, judgments, claims, expenses, penalties, and attorneys’ and consultants’ fees arising out
of or involving any Hazardous Substance brought onto the Premises by or for Lessee, or any third party (provided, however, that Lessee shall have no
liability under this Lease with respect to underground migration of any Hazardous Substance under the Premises from areas outside of the Project not caused
or contributed to by Lessee). Lessee’s obligations shall include, but not be limited to, the effects of any contamination or injury to person, property or the
environment created or suffered by Lessee, and the cost of investigation, removal, remediation, restoration and/or abatement, and shall survive the expiration
or termination of this Lease. No termination, cancellation or release agreement entered into by Lessor and Lessee shall release Lessee from its obligations under
this Lease with respect to Hazardous Substances, unless specifically so agreed by Lessor in writing at the time of such agreement.

(e) Lessor Indemnification. Lessor and its successors and assigns shall indemnify, defend, reimburse and hold Lessee, its employees and
lenders, harmless from and against any and all environmental damages, including the cost of remediation, which result from Hazardous Substances not
previously disclosed to Lessee which existed on the Premises prior to Lessee’s occupancy or which are brought onto the Premises by Lessor or which are
caused by the gross negligence or willful misconduct of Lessor, its agents or employees. Lessor’s obligations, as and when required by the Applicable
Requirements, shall include, but not be limited to, the cost of investigation, removal, remediation, restoration and/or abatement, and shall survive the
expiration or termination of this Lease.

(f) Investigations and Remediations . Lessor shall retain the responsibility and pay for any investigations or remediation measures required by
governmental entities having jurisdiction with respect to the existence of Hazardous Substances on the Premises prior to Lessee’s occupancy, unless such
remediation measure is required as a result of Lessee’s use (including “Alterations”, as defined in paragraph 7.3(a) below) of the Premises, in which event
Lessee shall be responsible for such payment. Lessee shall cooperate fully in any such activities at the request of Lessor, including allowing Lessor and
Lessor’s agents to have reasonable access to the Premises at reasonable times in order to carry out Lessor’s investigative and remedial responsibilities.

(g) Lessor Termination Option. If a Hazardous Substance Condition (see Paragraph 9.1(e)) occurs during the term of this Lease, unless Lessee
is legally responsible therefor (in which case Lessee shall make the investigation and remediation thereof required by the Applicable Requirements and this
Lease shall continue in full force and effect, but subject to Lessor’s rights under Paragraph 6.2(d) and Paragraph 13), Lessor may, at Lessor’s option, either
(i) investigate and remediate such Hazardous Substance Condition, if required, as soon as reasonably possible at Lessor’s expense, in which event this Lease
shall continue in full force and effect, or (ii) if the estimated cost to remediate such condition exceeds 12 times the then monthly Base Rent or $100,000,
whichever is greater, give written notice to Lessee, within 30 days after receipt by Lessor of knowledge of the occurrence of such Hazardous Substance
Condition, of Lessor’s desire to terminate this Lease as of the date 60 days following the date of such notice. In the event Lessor elects to give a termination
notice, Lessee may, within 10 days thereafter, give written notice to Lessor of Lessee’s commitment to pay the amount by which the cost of the remediation of
such Hazardous Substance Condition exceeds an amount equal to 12 times the then monthly Base Rent or $100,000, whichever is greater. Lessee shall provide
Lessor with said funds or satisfactory assurance thereof within 30 days following such commitment. In such event, this Lease shall continue in full force and
effect, and Lessor shall proceed to make such remediation as soon as reasonably possible after the required funds are available. If Lessee does not give such
notice and provide the required funds or assurance thereof within the time provided, this Lease shall terminate as of the date specified in Lessor’s notice of
termination.

6.3 Lessee’s Compliance with Applicable Requirements . Except as otherwise provided in this Lease, Lessee shall, at Lessee’s sole expense, fully,
diligently and in a timely manner, materially comply with all Applicable Requirements, the requirements of any applicable fire insurance underwriter or rating
bureau, and the recommendations of Lessor’s engineers and/or consultants which relate in any manner to the Premises, without regard to whether said
requirements are now in effect or become effective after the Start Date. Lessee shall, within 10 days after receipt of Lessor’s written request, provide Lessor
with copies of all permits and other documents, and other information evidencing Lessee’s compliance with any Applicable Requirements specified by Lessor,
and shall immediately upon receipt, notify Lessor in writing (with copies of any documents involved) of any threatened or actual claim, notice, citation,
warning, complaint or report pertaining to or involving the failure of Lessee or the Premises to comply with any Applicable Requirements. Likewise, Lessee
shall immediately give written notice to Lessor of: (i) any water damage to the Premises and any suspected seepage, pooling, dampness or other condition
conducive to the production of mold; or (ii) any mustiness or other odors that might indicate the presence of mold in the Premises.

6.4 Inspection; Compliance . Lessor and Lessor’s “Lender” (as defined in Paragraph 30) and consultants shall have the right to enter into Premises at
any time, in the case of an emergency, and otherwise at reasonable times, after reasonable notice, for the purpose of inspecting the condition of the Premises
and for verifying compliance by Lessee with this Lease. The cost of any such inspections shall be paid by Lessor, unless a material violation of Applicable
Requirements, or a Hazardous Substance Condition (see paragraph 9.1e) is found to exist or be imminent, or the inspection is requested or ordered by a
governmental authority. In such case, Lessee shall upon request reimburse Lessor for the cost of such inspection, so long as such inspection is reasonably
related to the violation or contamination. In addition, Lessee shall provide copies of all relevant material safety data sheets ( MSDS) to Lessor within 10 days of
the receipt of written request therefor.



7. Maintenance; Repairs; Utility Installations; Trade Fixtures and Alterations .

7.1 Lessee’s Obligations. Notwithstanding Lessor’s obligations to keep the Premises in good condition and repair  In Paragraph 7.2, Lessee shall be
responsible for payment of the cost thereof to Lessor as additional rent for that portion of the cost of any maintenance and repair of the
 
    
    
INITIALS   INITIALS
 
©1999 - AIR COMMERCIAL REAL ESTATE ASSOCIATION   FORM OFG-8-1/10E
 

PAGE 6 OF 18



Premises, or any equipment (wherever located) that serves only Lessee or the Premises, to the extent such cost is attributable to abuse or misuse. Lessee shall be
responsible for the cost of painting, repairing or replacing wall coverings, and to repair or replace any improvements within the Premises. Lessor may, at its
option, upon reasonable notice, elect to have Lessee perform any particular such maintenance or repairs the cost of which is otherwise Lessee’s responsibility
hereunder.

7.2 Lessor’s Obligations. Subject to the provisions of Paragraphs 2.2 (Condition), 2.3 (Compliance), 4.2 (Operating Expenses), 6 (Use), 7.1 (Lessee’s
Obligations), 9 (Damage or Destruction) and 14 (Condemnation), Lessor, subject to reimbursement pursuant to Paragraph 4.2, shall keep in good order,
condition and repair the foundations, exterior walls, structural condition of interior bearing walls, exterior roof, fire sprinkler system, fire alarm and/or smoke
detection systems, fire hydrants, and the Common Areas. Lessee expressly waives the benefit of any statute now or hereafter in effect to the extent it is
inconsistent with the terms of this Lease.

7.3 Utility Installations; Trade Fixtures; Alterations .

(a) Definitions. The term “Utility Installations” refers to all floor and window coverings, air lines, vacuum lines, power panels, electrical
distribution, security and fire protection systems, communication cabling, lighting fixtures, HVAC equipment, and plumbing in or on the Premises. The term
“Trade Fixtures” shall mean Lessee’s machinery and equipment that can be removed without doing material damage to the Premises. The term “
Alterations” shall mean any modification of the improvements, other than Utility Installations or Trade Fixtures, whether by addition or deletion. “ Lessee
Owned Alterations and/or Utility Installations” are defined as Alterations and/or Utility Installations made by Lessee that are not yet owned by Lessor
pursuant to Paragraph 7.4(a).

(b) Consent. Lessee shall not make any Alterations or Utility Installations to the Premises without Lessor’s prior written consent. Lessee may,
however, make non-structural Alterations or Utility Installations to the interior of the Premises (excluding the roof) without such consent but upon notice to
Lessor, as long as they are not visible from the outside, do not involve puncturing, relocating or removing the roof, ceilings, floors or any existing walls, will
not affect the electrical, plumbing, HVAC, and/or life safety systems, and the cumulative cost thereof during this Lease as extended does not exceed $2000.
Notwithstanding the foregoing, Lessee shall not make or permit any roof penetrations and/or install anything on the roof without the prior written approval of
Lessor. Lessor may, as a precondition to granting such approval, require Lessee to utilize a contractor chosen and/or approved by Lessor. Any Alterations or
Utility Installations that Lessee shall desire to make and which require the consent of the Lessor shall be presented to Lessor in written form with detailed
plans. Consent shall be deemed conditioned upon Lessee’s: (i) acquiring all applicable governmental permits, (ii) furnishing Lessor with copies of both the
permits and the plans and specifications prior to commencement of the work, and (iii) compliance with all conditions of said permits and other Applicable
Requirements in a prompt and expeditious manner. Any Alterations or Utility Installations shall be performed in a workmanlike manner with good and
sufficient materials. Lessee shall promptly upon completion furnish Lessor with asbuilt plans and specifications. For work which costs an amount in excess
of one month’s Base Rent, Lessor may condition its consent upon Lessee providing a lien and completion bond in an amount equal to 150% of the estimated
cost of such Alteration or Utility Installation and/or upon Lessee’s posting an additional Security Deposit with Lessor.

(c) Liens; Bonds. Lessee shall pay, when due, all claims for labor or materials furnished or alleged to have been furnished to or for Lessee at or
for use on the Premises, which claims are or may be secured by any mechanic’s or materialmen’s lien against the Premises or any interest therein. Lessee shall
give Lessor not less than 10 days notice prior to the commencement of any work in, on or about the Premises, and Lessor shall have the right to post notices of
non-responsibility. If Lessee shall contest the validity of any such lien, claim or demand, then Lessee shall, at its sole expense defend and protect itself, Lessor
and the Premises against the same and shall pay and satisfy any such adverse judgment that may be rendered thereon before the enforcement thereof. If Lessor
shall require, Lessee shall furnish a surety bond in an amount equal to 150% of the amount of such contested lien, claim or demand, indemnifying Lessor
against liability for the same. If Lessor elects to participate in any such action, Lessee shall pay Lessor’s attorneys’ fees and costs.

7.4 Ownership; Removal; Surrender; and Restoration .

(a) Ownership. Subject to Lessor’s right to require removal or elect ownership as hereinafter provided, all Alterations and Utility Installations
made by Lessee shall be the property of Lessee, but considered a part of the Premises. Lessor may, at any time, elect in writing to be the owner of all or any
specified part of the Lessee Owned Alterations and Utility Installations. Unless otherwise instructed per paragraph 7.4(b) hereof, all Lessee Owned Alterations
and Utility Installations shall, at the expiration or termination of this Lease, become the property of Lessor and be surrendered by Lessee with the Premises.

(b) Removal. By delivery to Lessee of written notice from Lessor not earlier than 90 and not later than 30 days prior to the end of the term of this
Lease, Lessor may require that any or all Lessee Owned Alterations or Utility Installations be removed by the expiration or termination of this Lease. Lessor
may require the removal at any time of all or any part of any Lessee Owned Alterations or Utility Installations made without the required consent. Lessor shall
notify Lessee at the time of approval whether the Improvements will be required to be removed by Lessee at the expiration or termination of this Lease.

(c) Surrender; Restoration. Lessee shall surrender the Premises by the Expiration Date or any earlier termination date, with all of the
improvements, parts and surfaces thereof clean and free of debris, and in good operating order, condition and state of repair, ordinary wear and tear excepted.
“Ordinary wear and tear” shall not include any damage or deterioration that would have been prevented by good maintenance practice. Notwithstanding the
foregoing, if this Lease is for 12 months or less, then Lessee shall surrender the Premises in the same condition as delivered to Lessee on the Start Date with
NO allowance for ordinary wear and tear. Lessee shall repair any damage occasioned by the installation, maintenance or removal of Trade Fixtures, Lessee
owned Alterations and/or Utility Installations, furnishings, and equipment as well as the removal of any storage tank installed by or for Lessee. Lessee shall
also completely remove from the Premises any and all Hazardous Substances brought onto the Premises by or for Lessee, or any third party (except Hazardous
Substances which were deposited via underground migration from areas outside of the Premises) even if such removal would require Lessee to perform or pay
for work that exceeds statutory requirements. Trade Fixtures shall remain the property of Lessee and shall be removed by Lessee. Any personal property of
Lessee not removed on or before the Expiration Date or any earlier termination date shall be deemed to have been abandoned by Lessee and may be disposed of
or retained by Lessor as Lessor may desire. The failure by Lessee to timely vacate the Premises pursuant to this Paragraph 7.4(c) without the express written
consent of Lessor shall constitute a holdover under the provisions of Paragraph 26 below.

8. Insurance; Indemnity.

8.1 Insurance Premiums. The cost of the premiums for the insurance policies maintained by Lessor pursuant to paragraph 8 are included as
Operating Expenses (see paragraph 4.2 (c)(iv)). Said costs shall Include increases in the premiums resulting from additional coverage related to requirements of



the holder of a mortgage or deed of trust covering the Premises, Building and/or Project, increased valuation of the Premises, Building and/or Project, and/or a
general premium rate increase. Said costs shall not, however, include any premium increases resulting from the nature of the occupancy of any other tenant of
the Building. If the Project was not insured for the entirety of the Base Year, then the base premium shall be the lowest annual premium reasonably obtainable
for the required insurance as of the Start Date, assuming the most nominal use possible of the Building and/or Project. In no event, however, shall Lessee be
responsible for any portion of the premium cost attributable to liability insurance
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coverage in excess of $2,000,000 procured under Paragraph 8.2(b).

8.2 Liability Insurance.

(a) Carried by Lessee. Lessee shall obtain and keep in force a Commercial General Liability policy of insurance protecting Lessee and Lessor as
an additional insured against claims for bodily injury, personal injury and property damage based upon or arising out of the ownership, use, occupancy or
maintenance of the Premises and all areas appurtenant thereto. Such insurance shall be on an occurrence basis providing single limit coverage in an amount
not less than $1,000,000 per occurrence with an annual aggregate of not less than $2,000,000. Lessee shall add Lessor as an additional insured by means of an
endorsement at least as broad as the Insurance Service Organization’s “Additional Insured-Managers or Lessors of Premises” Endorsement and coverage shall
also be extended to include damage caused by heat, smoke or fumes from a hostile fire. The policy shall not contain any intra-insured exclusions as between
insured persons or organizations, but shall include coverage for liability assumed under this Lease as an “ insured contract” for the performance of Lessee’s
indemnity obligations under this Lease. The limits of said insurance shall not, however, limit the liability of Lessee nor relieve Lessee of any obligation
hereunder. Lessee shall provide an endorsement on its liability policy(ies) which provides that its insurance shall be primary to and not contributory with any
similar insurance carried by Lessor, whose insurance shall be considered excess insurance only.

(b) Carried by Lessor. Lessor shall maintain liability insurance as described in Paragraph 8.2(a), in addition to, and not in lieu of, the
insurance required to be maintained by Lessee. Lessee shall not be named as an additional insured therein.

8.3 Property Insurance - Building, Improvements and Rental Value.

(a) Building and Improvements . Lessor shall obtain and keep in force a policy or policies of insurance in the name of Lessor, with loss payable
to Lessor, any ground-lessor, and to any Lender insuring loss or damage to the Building and/or Project. The amount of such insurance shall be equal to the
full insurable replacement cost of the Building and/or Project, as the same shall exist from time to time, or the amount required by any Lender, but in no event
more than the commercially reasonable and available insurable value thereof. Lessee Owned Alterations and Utility Installations, Trade Fixtures, and Lessee’s
personal property shall be insured by Lessee not by Lessor. If the coverage is available and commercially appropriate, such policy or policies shall insure
against all risks of direct physical loss or damage (except the perils of flood and/or earthquake unless required by a Lender), including coverage for debris
removal and the enforcement of any Applicable Requirements requiring the upgrading, demolition, reconstruction or replacement of any portion of the Premises
as the result of a covered loss. Said policy or policies shall also contain an agreed valuation provision in lieu of any coinsurance clause, waiver of subrogation,
and inflation guard protection causing an increase in the annual property insurance coverage amount by a factor of not less than the adjusted U.S. Department
of Labor Consumer Price Index for All Urban Consumers for the city nearest to where the Premises are located. If such insurance coverage has a deductible
clause, the deductible amount shall not exceed $5,000 per occurrence.

(b) Rental Value. Lessor shall also obtain and keep in force a policy or policies in the name of Lessor with loss payable to Lessor and any
Lender, insuring the loss of the full Rent for one year with an extended period of indemnity for an additional 180 days (“ Rental Value insurance”). Said
insurance shall contain an agreed valuation provision in lieu of any coinsurance clause, and the amount of coverage shall be adjusted annually to reflect the
projected Rent otherwise payable by Lessee, for the next 12 month period.

(c) Adjacent Premises. Lessee shall pay for any increase in the premiums for the property insurance of the Building and for the Common Areas
or other buildings in the Project if said increase is caused by Lessee’s acts, omissions, use or occupancy of the Premises.

(d) Lessee’s Improvements. Since Lessor is the Insuring Party, Lessor shall not be required to insure Lessee Owned Alterations and Utility
Installations unless the item in question has become the property of Lessor under the terms of this Lease.

8.4 Lessee’s Property; Business Interruption Insurance; Worker’s Compensation Insurance .

(a) Property Damage. Lessee shall obtain and maintain insurance coverage on all of Lessee’s personal property, Trade Fixtures, and Lessee
Owned Alterations and Utility Installations. Such insurance shall be full replacement cost coverage with a deductible of not to exceed $1,000 per occurrence.
The proceeds from any such insurance shall be used by Lessee for the replacement of personal property, Trade Fixtures and Lessee Owned Alterations and
Utility Installations. Lessee shall provide Lessor with written evidence that such insurance is in force.

(b) Worker’s Compensation Insurance. Lessee shall obtain and maintain Worker’s Compensation Insurance in such amount as may be
required by Applicable Requirements.

(c) Business Interruption . Lessee shall obtain and maintain loss of income and extra expense insurance in amounts as will reimburse Lessee for
direct or indirect loss of earnings attributable to all perils commonly insured against by prudent lessees in the business of Lessee or attributable to prevention
of access to the Premises as a result of such perils.

(d) No Representation of Adequate Coverage . Lessor makes no representation that the limits or forms of coverage of insurance specified herein
are adequate to cover Lessee’s property, business operations or obligations under this Lease.

8.5 Insurance Policies. Insurance required herein shall be by companies maintaining during the policy term a “General Policyholders Rating” of at least
A-, VII, as set forth in the most current issue of “Best’s Insurance Guide”, or such other rating as may be required by a Lender. Lessee shall not do or permit
to be done anything which invalidates the required insurance policies. Lessee shall, prior to the Start Date, deliver to Lessor certified copies of policies of such
insurance or certificates with copies of the required endorsements evidencing the existence and amounts of the required insurance. No such policy shall be
cancelable or subject to modification except after 10 days prior written notice to Lessor. Lessee shall, at least 30 days prior to the expiration of such policies,
furnish Lessor with evidence of renewals or “insurance binders” evidencing renewal thereof, or Lessor may order such insurance and charge the cost thereof to
Lessee, which amount shall be payable by Lessee to Lessor upon demand. Such policies shall be for a term of at least one year, or the length of the remaining
term of this Lease, whichever is less. If either Party shall fail to procure and maintain the insurance required to be carried by it, the other Party may, but shall
not be required to, procure and maintain the same.

8.6 Waiver of Subrogation. Without affecting any other rights or remedies, Lessee and Lessor each hereby release and relieve the other, and waive
their entire right to recover damages against the other, for loss of or damage to its property arising out of or incident to the perils required to be insured against



herein. The effect of such releases and waivers is not limited by the amount of insurance carried or required, or by any deductibles applicable hereto. The
Parties agree to have their respective property damage insurance carriers waive any right to subrogation that such companies may have against Lessor or
Lessee, as the case may be, so long as the insurance is not invalidated thereby.

8.7 Indemnity. Except for Lessor’s gross negligence or willful misconduct, Lessee shall indemnify, protect, defend and hold harmless the Premises,
Lessor and its agents, Lessor’s master or ground lessor, partners and Lenders, from and against any and all claims, loss of rents and/or damages, liens,
judgments, penalties, attorneys’ and consultants’ fees, expenses and/or liabilities arising out of, involving, or in connection with, the use and/or occupancy of
the Premises by Lessee. If any action or proceeding is brought against Lessor by reason of any of the foregoing matters, Lessee shall upon notice defend the
same at Lessee’s expense by counsel reasonably satisfactory to Lessor and Lessor shall cooperate with Lessee in such defense. Lessor need not have first paid
any such claim in order to be defended or indemnified.

8.8 Exemption of Lessor and its Agents from Liability . Notwithstanding the negligence or breach of this Lease by Except as may result from any
grossly negligent or willful misconduct of Lessor or its agents, neither Lessor nor its agents shall be liable under any circumstances for: (i)
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injury or damage to the person or goods, wares, merchandise or other property of Lessee, Lessee’s employees, contractors, invitees, customers, or any other
person in or about the Premises, whether such damage or injury is caused by or results from fire, steam, electricity, gas, water or rain, indoor air quality, the
presence of mold or from the breakage, leakage, obstruction or other defects of pipes, fire sprinklers, wires, appliances, plumbing, HVAC or lighting fixtures,
or from any other cause, whether the said injury or damage results from conditions arising upon the Premises or upon other portions of the Building, or from
other sources or places, (ii) any damages arising from any act or neglect of any other tenant of Lessor or from the failure of Lessor or its agents to enforce the
provisions of any other lease in the Project, or (iii) injury to Lessee’s business or for any loss of income or profit therefrom. Instead, it is intended that Lessee’s
sole recourse in the event of such damages or injury be to file a claim on the insurance policy(ies) that Lessee is required to maintain pursuant to the provisions
of paragraph 8. Lessor shall be responsible for its grossly negligent acts or omissions or willful misconduct.

8.9 Failure to Provide Insurance. Lessee acknowledges that any failure on its part to obtain or maintain the insurance required herein will expose
Lessor to risks and potentially cause Lessor to incur costs not contemplated by this Lease, the extent of which will be extremely difficult to ascertain.
Accordingly, for any month or portion thereof that Lessee does not maintain the required insurance and/or does not provide Lessor with the required binders or
certificates evidencing the existence of the required insurance, the Base Rent shall be automatically increased, without any requirement for notice to Lessee, by
an amount equal to 10% of the then existing Base Rent or $100, whichever is greater. The parties agree that such increase in Base Rent represents fair and
reasonable compensation for the additional risk/costs that Lessor will incur by reason of Lessee’s failure to maintain the required insurance. Such increase in
Base Rent shall in no event constitute a waiver of Lessee’s Default or Breach with respect to the failure to maintain such insurance, prevent the exercise of any
of the other rights and remedies granted hereunder, nor relieve Lessee of its obligation to maintain the insurance specified in this Lease.

9. Damage or Destruction.

9.1 Definitions.

(a) “Premises Partial Damage” shall mean damage or destruction to the improvements on the Premises, other than Lessee Owned Alterations
and Utility Installations, which can reasonably be repaired in 3 months or less from the date of the damage or destruction, and the cost thereof does not exceed
a sum equal to 6 month’s Base Rent. Lessor shall notify Lessee in writing within 30 days from the date of the damage or destruction as to whether or not the
damage is Partial or Total.

(b) “Premises Total Destruction” shall mean damage or destruction to the improvements on the Premises, other than Lessee Owned Alterations
and Utility Installations and Trade Fixtures, which cannot reasonably be repaired in 3 months or less from the date of the damage or destruction and/or the
cost thereof exceeds a sum equal to 6 month’s Base Rent. Lessor shall notify Lessee in writing within 30 days from the date of the damage or destruction as to
whether or not the damage is Partial or Total.

(c) “Insured Loss” shall mean damage or destruction to improvements on the Premises, other than Lessee Owned Alterations and Utility
Installations and Trade Fixtures, which was caused by an event required to be covered by the insurance described in Paragraph 8.3(a), irrespective of any
deductible amounts or coverage limits involved.

(d) “Replacement Cost” shall mean the cost to repair or rebuild the improvements owned by Lessor at the time of the occurrence to their
condition existing immediately prior thereto, including demolition, debris removal and upgrading required by the operation of Applicable Requirements, and
without deduction for depreciation.

(e) “Hazardous Substance Condition” shall mean the occurrence or discovery of a condition involving the presence of, or a contamination by, a
Hazardous Substance, in, on, or under the Premises which requires restoration.

9.2 Partial Damage - Insured Loss. If a Premises Partial Damage that is an Insured Loss occurs, then Lessor shall, at Lessor’s expense, repair such
damage (but not Lessee’s Trade Fixtures or Lessee Owned Alterations and Utility Installations) as soon as reasonably possible and this Lease shall continue in
full force and effect; provided, however, that Lessee shall, at Lessor’s election, make the repair of any damage or destruction the total cost to repair of which is
$5,000 or less, and, in such event, Lessor shall make any applicable insurance proceeds available to Lessee on a reasonable basis for that purpose.
Notwithstanding the foregoing, if the required insurance was not in force or the insurance proceeds are not sufficient to effect such repair, the Insuring Party
shall promptly contribute the shortage in proceeds as and when required to complete said repairs. In the event, however, such shortage was due to the fact that,
by reason of the unique nature of the improvements, full replacement cost insurance coverage was not commercially reasonable and available, Lessor shall
have no obligation to pay for the shortage in insurance proceeds or to fully restore the unique aspects of the Premises unless Lessee provides Lessor with the
funds to cover same, or adequate assurance thereof, within 10 days following receipt of written notice of such shortage and request therefor. If Lessor receives
said funds or adequate assurance thereof within said 10 day period, the party responsible for making the repairs shall complete them as soon as reasonably
possible and this Lease shall remain in full force and effect. If such funds or assurance are not received, Lessor may nevertheless elect by written notice to
Lessee within 10 days thereafter to: (i) make such restoration and repair as is commercially reasonable with Lessor paying any shortage in proceeds, in which
case this Lease shall remain in full force and effect, or (ii) have this Lease terminate 30 days thereafter. Lessee shall not be entitled to reimbursement of any
funds contributed by Lessee to repair any such damage or destruction. Premises Partial Damage due to flood or earthquake shall be subject to Paragraph 9.3,
notwithstanding that there may be some insurance coverage, but the net proceeds of any such insurance shall be made available for the repairs if made by
either Party.

9.3 Partial Damage - Uninsured Loss. If a Premises Partial Damage that is not an Insured Loss occurs, unless caused by a negligent or willful act of
Lessee (in which event Lessee shall make the repairs at Lessee’s expense), Lessor may either: (i) repair such damage as soon as reasonably possible at Lessor’s
expense, in which event this Lease shall continue in full force and effect, or (ii) terminate this Lease by giving written notice to Lessee within 30 days after
receipt by Lessor of knowledge of the occurrence of such damage. Such termination shall be effective 60 days following the date of such notice. In the event
Lessor elects to terminate this Lease, Lessee shall have the right within 10 days after receipt of the termination notice to give written notice to Lessor of Lessee’s
commitment to pay for the repair of such damage without reimbursement from Lessor. Lessee shall provide Lessor with said funds or satisfactory assurance
thereof within 30 days after making such commitment. In such event this Lease shall continue in full force and effect, and Lessor shall proceed to make such
repairs as soon as reasonably possible after the required funds are available. If Lessee does not make the required commitment, this Lease shall terminate as of
the date specified in the termination notice.

9.4 Total Destruction. Notwithstanding any other provision hereof, if a Premises Total Destruction occurs, this Lease shall terminate 60 days



following such Destruction. If the damage or destruction was caused by the gross negligence or willful misconduct of Lessee, Lessor shall have the right to
recover Lessor’s damages from Lessee, except as provided in Paragraph 8.6.

9.5 Damage Near End of Term. If at any time during the last 6 months of this Lease there is damage for which the cost to repair exceeds one month’s
Base Rent, whether or not an Insured Loss, Lessor or Lessee may terminate this Lease effective 60 days following the date of occurrence of such damage by
giving a written termination notice to the other party Lessee within 30 days after the date of occurrence of such damage. Notwithstanding the foregoing, if
Lessor provides a written termination notice, and if Lessee at that time has an exercisable option to extend this Lease or to purchase the Premises, then Lessee
may preserve this Lease by, (a) exercising such option and (b) providing Lessor with any shortage in insurance proceeds (or adequate assurance thereof)
needed to make the repairs on or before the earlier of (i) the date which is 10 days after Lessee’s receipt of Lessor’s written notice purporting to terminate this
Lease, or (ii) the day prior to the date upon which such option expires. If Lessee duly exercises such
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option during such period and provides Lessor with funds (or adequate assurance thereof) to cover any shortage in insurance proceeds, Lessor shall, at
Lessor’s commercially reasonable expense, repair such damage as soon as reasonably possible and this Lease shall continue in full force and effect. If Lessee
fails to exercise such option and provide such funds or assurance during such period, then this Lease shall terminate on the date specified in the termination
notice and Lessee’s option shall be extinguished.

9.6 Abatement of Rent; Lessee’s Remedies .

(a) Abatement. In the event of Premises Partial Damage or Premises Total Destruction or a Hazardous Substance Condition for which Lessee is
not responsible under this Lease, the Rent payable by Lessee for the period required for the repair, remediation or restoration of such damage shall be abated in
proportion to the degree to which Lessee’s use of the Premises is impaired, but not to exceed the proceeds received from the Rental Value insurance. All other
obligations of Lessee hereunder shall be performed by Lessee, and Lessor shall have no liability for any such damage, destruction, remediation, repair or
restoration except as provided herein.

(b) Remedies. If Lessor is obligated to repair or restore the Premises and does not commence, in a substantial and meaningful way, such repair or
restoration within 90 days after such obligation shall accrue, Lessee may, at any time prior to the commencement of such repair or restoration, give written
notice to Lessor and to any Lenders of which Lessee has actual notice, of Lessee’s election to terminate this Lease on a date not less than 60 days following the
giving of such notice. If Lessee gives such notice and such repair or restoration is not commenced within 30 days thereafter, this Lease shall terminate as of the
date specified in said notice. If the repair or restoration is commenced within such 30 days, this Lease shall continue in full force and effect. “Commence”
shall mean either the unconditional authorization of the preparation of the required plans, or the beginning of the actual work on the Premises, whichever first
occurs.

9.7 Termination; Advance Payments. Upon termination of this Lease pursuant to Paragraph 6.2(g) or Paragraph 9, an equitable adjustment shall be
made concerning advance Base Rent and any other advance payments made by Lessee to Lessor. Lessor shall, in addition, return to Lessee so much of
Lessee’s Security Deposit as has not been, or is not then required to be, used by Lessor.

10. Real Property Taxes.

10.1 Definitions. As used herein, the term “Real Property Taxes” shall include any form of assessment; real estate, general, special, ordinary or
extraordinary, or rental levy or tax (other than inheritance, personal income or estate taxes); improvement bond; and/or license fee imposed upon or levied
against any legal or equitable interest of Lessor in the Project, Lessor’s right to other income therefrom, and/or Lessor’s business of leasing, by any authority
having the direct or indirect power to tax and where the funds are generated with reference to the Project address and where the proceeds so generated are to be
applied by the city, county or other local taxing authority of a jurisdiction within which the Project is located. “ Real Property Taxes” shall also include any
tax, fee, levy, assessment or charge, or any increase therein: (i) imposed by reason of events occurring during the term of this Lease, including but not limited
to, a change in the ownership of the Project, (ii) a change in the improvements thereon, and/or (iii) levied or assessed on machinery or equipment provided by
Lessor to Lessee pursuant to this Lease.

10.2 Payment of Taxes. Except as otherwise provided in Paragraph 10.3, Lessor shall pay the Real Property Taxes applicable to the Project, and said
payments shall be included in the calculation of Operating Expenses in accordance with the provisions of Paragraph 4.2.

10.3 Additional Improvements. Operating Expenses shall not include Real Property Taxes specified in the tax assessor’s records and work sheets as
being caused by additional improvements placed upon the Project by other lessees or by Lessor for the exclusive enjoyment of such other lessees.
Notwithstanding Paragraph 10.2 hereof, Lessee shall, however, pay to Lessor at the time Operating Expenses are payable under Paragraph 4.2, the entirety of
any increase in Real Property Taxes if assessed solely by reason of Alterations, Trade Fixtures or Utility Installations, other than the Tenant Improvements
constructed pursuant to the Work Letter, placed upon the Premises by Lessee or at Lessee’s request or by reason of any alterations or improvements to the
Premises made by Lessor subsequent to the execution of this Lease by the Parties.

10.4 Joint Assessment . If the Building is not separately assessed, Real Property Taxes allocated to the Building shall be an equitable proportion of the
Real Property Taxes for all of the land and improvements included within the tax parcel assessed, such proportion to be determined by Lessor from the
respective valuations assigned in the assessor’s work sheets or such other information as may be reasonably available. Lessor’s reasonable determination
thereof, in good faith, shall be conclusive.

10.5 Personal Property Taxes. Lessee shall pay prior to delinquency all taxes assessed against and levied upon Lessee Owned Alterations and Utility
Installations, Trade Fixtures, furnishings, equipment and all personal property of Lessee contained in the Premises. When possible, Lessee shall cause its
Lessee Owned Alterations and Utility Installations, Trade Fixtures, furnishings, equipment and all other personal’ property to be assessed and billed
separately from the real property of Lessor. If any of Lessee’s said property shall be assessed with Lessor’s real property, Lessee shall pay Lessor the taxes
attributable to Lessee’s property within 10 days after receipt of a written statement setting forth the taxes applicable to Lessee’s property.

11. Utilities and Services.

11.1 Services Provided by Lessor . Lessor shall provide heating, ventilation, air conditioning, reasonable amounts of electricity for normal lighting and
office machines, water for reasonable and normal drinking and lavatory use in connection with an office, and replacement light bulbs and/or fluorescent tubes
and ballasts for standard overhead fixtures. Lessor shall also provide janitorial services to the Premises and Common Areas 5 times per week, excluding
Building Holidays, or pursuant to the attached janitorial schedule, if any. Lessor shall not, however, be required to provide janitorial services to kitchens or
storage areas included within the Premises; except, however, that Lessor shall provide trash pickup services to the kitchen areas.

11.2 Services Exclusive to Lessee . Lessee shall pay for all water, gas, light, power, telephone and other utilities and services specially or exclusively
supplied and/or metered exclusively to the Premises or to Lessee, together with any taxes thereon. If a service is deleted by Paragraph 1.13 and such service is
not separately metered to the Premises, Lessee shall pay at Lessor’s option, either Lessee’s Share or a reasonable proportion to be determined by Lessor of all
charges for such jointly metered service.

11.3 Hours of Service. Said services and utilities shall be provided during times set forth in Paragraph 1.12. Utilities and services required at other
times shall be subject to advance request and reimbursement by Lessee to Lessor of the cost thereof.



times shall be subject to advance request and reimbursement by Lessee to Lessor of the cost thereof.

11.4 Excess Usage by Lessee . Lessee shall not make connection to the utilities except by or through existing outlets and shall not install or use
machinery or equipment in or about the Premises that uses excess water, lighting or power, or suffer or permit any act that causes extra burden upon the
utilities or services, including but not limited to security and trash services, over standard office usage for the Project. Lessor shall require Lessee to reimburse
Lessor for any excess expenses or costs that may arise out of a breach of this subparagraph by Lessee. Lessor may, in its sole discretion, install at Lessee’s
expense supplemental equipment and/or separate metering applicable to Lessee’s excess usage or loading.

11.5 Interruptions. There shall be no abatement of rent and Lessor shall not be liable in any respect whatsoever for the inadequacy, stoppage,
interruption or discontinuance of any utility or service due to riot, strike, labor dispute, breakdown, accident, repair or other cause beyond Lessor’s
reasonable control or in cooperation with governmental request or directions.

12. Assignment and Subletting .

12.1 Lessor’s Consent Required.
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(a) Lessee shall not voluntarily or by operation of law assign, transfer, mortgage or encumber (collectively, “ assign or assignment”) or sublet all
or any part of Lessee’s interest in this Lease or in the Premises without Lessor’s prior written consent which consent shall not be unreasonably withheld.

(b) [SEE ADDENDUM PARAGRAPH 12.1(b)] Unless Lessee is a corporation and its stock is publicly traded on a national stock exchange, a
change in the control of Lessee shall constitute an assignment requiring consent. The transfer, on a cumulative basis, of 25% or more of the voting control of
Lessee shall constitute a change in control for this purpose.

(c) The involvement of Lessee or its assets in any transaction, or series of transactions (by way of merger, sale, acquisition, financing, transfer,
leveraged buyout or otherwise), whether or not a formal assignment or hypothecation of this Lease or Lessee’s assets occurs, which results or will result in a
reduction of the Net Worth of Lessee by an amount greater than 25% of such Net Worth as it was represented at the time of the execution of this Lease or at the
time of the most recent assignment to which Lessor has consented, or as it exists immediately prior to said transaction or transactions constituting such
reduction, whichever was or is greater, shall be considered an assignment of this Lease for which Lessee’s consent Is required and to which Lessor may
withhold its consent. “Net Worth of Lessee” shall mean the net worth of Lessee (excluding any guarantors) established under generally accepted accounting
principles.

(d) Except for transfers which comply with Paragraphs 12.1(b) and (c), an An assignment or subletting without consent shall, at Lessor’s option,
be a Default curable after notice per Paragraph 13.1(c), or a noncurable Breach without the necessity of any notice and grace period. If Lessor elects to treat
such unapproved assignment or subletting as a noncurable Breach, Lessor may either: (i) terminate this Lease, or (ii) upon 30 days written notice, increase the
monthly Base Rent to 110% of the Base Rent then in effect. Further, in the event of such Breach and rental adjustment, (i) the purchase price of any option to
purchase the Premises held by Lessee shall be subject to similar adjustment to 110% of the price previously in effect, and (ii) all fixed and non-fixed rental
adjustments scheduled during the remainder of the Lease term shall be increased to 110% of the scheduled adjusted rent.

(e) Lessee’s remedy for any breach of Paragraph 12.1 by Lessor shall be limited to compensatory damages and/or injunctive relief.

(f) Lessor may reasonably withhold consent to a proposed assignment or subletting if Lessee is in Default at the time consent is requested.

(g) Notwithstanding the foregoing, allowing a de minimis portion of the Premises, i e. 20 square feet or less, to be used by a third party vendor in
connection with the installation of a vending machine or payphone shall not constitute a subletting.

12.2 Terms and Conditions Applicable to Assignment and Subletting .

(a) Regardless of Lessor’s consent, no assignment or subletting shall: (i) be effective without the express written assumption by such assignee or
sublessee of the obligations of Lessee under this Lease, (ii) release Lessee of any obligations hereunder, or (iii) alter the primary liability of Lessee for the
payment of Rent or for the performance of any other obligations to be performed by Lessee.

(b) Lessor may accept Rent or performance of Lessee’s obligations from any person other than Lessee pending approval or disapproval of an
assignment. Neither a delay in the approval or disapproval of such assignment nor the acceptance of Rent or performance shall constitute a waiver or estoppel
of Lessor’s right to exercise its remedies for Lessee’s Default or Breach.

(c) Lessor’s consent to any assignment or subletting shall not constitute a consent to any subsequent assignment or subletting.

(d) In the event of any Default or Breach by Lessee, Lessor may proceed directly against Lessee, any Guarantors or anyone else responsible for the
performance of Lessee’s obligations under this Lease, including any assignee or sublessee, without first exhausting Lessor’s remedies against any other person
or entity responsible therefore to Lessor, or any security held by Lessor.

(e) Each request for consent to an assignment or subletting shall be in writing, accompanied by information relevant to Lessor’s determination as
to the financial and operational responsibility and appropriateness of the proposed assignee or sublessee, including but not limited to the intended use and/or
required modification of the Premises, if any, together with a fee of $500 as consideration for Lessor’s considering and processing said request. Lessee agrees
to provide Lessor with such other or additional information and/or documentation as may be reasonably requested. (See also Paragraph 36)

(f) Any assignee of, or sublessee under, this Lease shall, by reason of accepting such assignment, entering into such sublease, or entering into
possession of the Premises or any portion thereof, be deemed to have assumed and agreed to conform and comply with each and every term, covenant,
condition and obligation herein to be observed or performed by Lessee during the term of said assignment or sublease, other than such obligations as are
contrary to or inconsistent with provisions of an assignment or sublease to which Lessor has specifically consented to in writing.

(g) Lessor’s consent to any assignment or subletting shall not transfer to the assignee or sublessee any Option granted to the original Lessee by this
Lease unless such transfer is specifically consented to by Lessor in writing. (See Paragraph 39.2)

12.3 Additional Terms and Conditions Applicable to Subletting . The following terms and conditions shall apply to any subletting by Lessee of all
or any part of the Premises and shall be deemed included in all subleases under this Lease whether or not expressly incorporated therein:

(a) Lessee hereby assigns and transfers to Lessor all of Lessee’s interest in all Rent payable on any sublease, and Lessor may collect such Rent
and apply same toward Lessee’s obligations under this Lease; provided, however, that until a Breach shall occur in the performance of Lessee’s obligations,
Lessee may collect said Rent. In the event that the amount collected by Lessor exceeds Lessee’s then outstanding obligations any such excess shall be refunded
to Lessee. Lessor shall not, by reason of the foregoing or any assignment of such sublease, nor by reason of the collection of Rent, be deemed liable to the
sublessee for any failure of Lessee to perform and comply with any of Lessee’s obligations to such sublessee. Lessee hereby irrevocably authorizes and directs
any such sublessee, upon receipt of a written notice from Lessor stating that a Breach exists in the performance of Lessee’s obligations under this Lease, to pay
to Lessor all Rent due and to become due under the sublease. Sublessee shall rely upon any such notice from Lessor and shall pay all Rents to Lessor without
any obligation or right to inquire as to whether such Breach exists, notwithstanding any claim from Lessee to the contrary.

(b) In the event of a Breach by Lessee, Lessor may, at its option, require sublessee to attorn to Lessor, in which event Lessor shall undertake the
obligations of the sublessor under such sublease from the time of the exercise of said option to the expiration of such sublease; provided, however, Lessor shall



not be liable for any prepaid rents or security deposit paid by such sublessee to such sublessor or for any prior Defaults or Breaches of such sublessor.

(c) Any matter requiring the consent of the sublessor under a sublease shall also require the consent of Lessor.

(d) No sublessee shall further assign or sublet all or any part of the Premises without Lessor’s prior written consent.

(e) Lessor shall deliver a copy of any notice of Default or Breach by Lessee to the sublessee, who shall have the right to cure the Default of Lessee
within the grace period, if any, specified in such notice. The sublessee shall have a right of reimbursement and offset from and against Lessee for any such
Defaults cured by the sublessee.

13. Default; Breach; Remedies .

13.1 Default; Breach. A “Default” is defined as a failure by the Lessee to comply with or perform any of the terms, covenants, conditions or Rules
and Regulations under this Lease. A “Breach” is defined as the occurrence of one or more of the following Defaults, and the failure
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of Lessee to cure such Default within any applicable grace period:

(a) The abandonment of the Premises; or the vacating of the Premises without providing a commercially reasonable level of security, or where the
coverage of the property insurance described in Paragraph 8.3 is jeopardized as a result thereof, or without providing reasonable assurances to minimize
potential vandalism.

(b) The failure of Lessee to make any payment of Rent or any Security Deposit required to be made by Lessee hereunder, whether to Lessor or to a
third party, when due, to provide reasonable evidence of insurance or surety bond, or to fulfill any obligation under this Lease which endangers or threatens
life or property, where such failure continues for a period of 3 business days following written notice to Lessee. THE ACCEPTANCE BY LESSOR OF A
PARTIAL PAYMENT OF RENT OR SECURITY DEPOSIT SHALL NOT CONSTITUTE A WAIVER OF ANY OF LESSOR’S RIGHTS, INCLUDING
LESSOR’S RIGHT TO RECOVER POSSESSION OF THE PREMISES.

(c) The failure of Lessee to allow Lessor and/or its agents access to the Premises or the commission of waste, act or acts constituting public or
private nuisance, and/or an illegal activity on the Premises by Lessee, where such actions continue for a period of 3 business days following written notice to
Lessee.

(d) The failure by Lessee to provide (i) reasonable written evidence of compliance with Applicable Requirements, (ii) the service contracts, (iii) the
rescission of an unauthorized assignment or subletting, (iv) an Estoppel Certificate or financial statements, (v) a requested subordination, (vi) evidence
concerning any guaranty and/or Guarantor, (vii) any document requested under Paragraph 41, (viii) material data safety sheets (MSDS), or (ix) any other
documentation or information which Lessor may reasonably require of Lessee under the terms of this Lease, where any such failure continues for a period of
10 days following written notice to Lessee.

(e) A Default by Lessee as to the terms, covenants, conditions or provisions of this Lease, or of the rules adopted under Paragraph 2.9 hereof,
other than those described in subparagraphs 13.1(a), (b) or (c), above, where such Default continues for a period of 30 days after written notice; provided,
however, that if the nature of Lessee’s Default is such that more than 30 days are reasonably required for its cure, then it shall not be deemed to be a Breach if
Lessee commences such cure within said 30 day period and thereafter diligently prosecutes such cure to completion.

(f) The occurrence of any of the following events: (i) the making of any general arrangement or assignment for the benefit of creditors;
(ii) becoming a “debtor” as defined in 11 U.S.C. § 101 or any successor statute thereto (unless, in the case of a petition filed against Lessee, the same is
dismissed within 60 days); (iii) the appointment of a trustee or receiver to take possession of substantially all of Lessee’s assets located at the Premises or of
Lessee’s interest in this Lease, where possession is not restored to Lessee within 30 days; or (iv) the attachment, execution or other judicial seizure of
substantially all of Lessee’s assets located at the Premises or of Lessee’s interest in this Lease, where such seizure is not discharged within 30 days; provided,
however, in the event that any provision of this subparagraph is contrary to any applicable law, such provision shall be of no force or effect, and not affect the
validity of the remaining provisions.

(g) The discovery that any financial statement of Lessee or of any Guarantor given to Lessor was materially false.

(h) If the performance of Lessee’s obligations under this Lease is guaranteed: (i) the death of a Guarantor, (ii) the termination of a Guarantor’s
liability with respect to this Lease other than in accordance with the terms of such guaranty, (iii) a Guarantor’s becoming insolvent or the subject of a
bankruptcy filing, (iv) a Guarantor’s refusal to honor the guaranty, or (v) a Guarantor’s breach of its guaranty obligation on an anticipatory basis, and
Lessee’s failure, within 60 days following written notice of any such event, to provide written alternative assurance or security, which, when coupled with the
then existing resources of Lessee, equals or exceeds the combined financial resources of Lessee and the Guarantors that existed at the time of execution of this
Lease.

13.2 Remedies. If Lessee fails to perform any of its affirmative duties or obligations, within 10 days after written notice (or in case of an emergency,
without notice), Lessor may, at its option, perform such duty or obligation on Lessee’s behalf, including but not limited to the obtaining of reasonably required
bonds, insurance policies, or governmental licenses, permits or approvals. Lessee shall pay to Lessor an amount equal to 115 105% of the costs and expenses
incurred by Lessor in such performance upon receipt of an invoice therefor. In the event of a Breach, Lessor may, with or without further notice or demand,
and without limiting Lessor in the exercise of any right or remedy which Lessor may have by reason of such Breach:

(a) Terminate Lessee’s right to possession of the Premises by any lawful means, in which case this Lease shall terminate and Lessee shall
immediately surrender possession to Lessor. In such event Lessor shall be entitled to recover from Lessee: (i) the unpaid Rent which had been earned at the time
of termination; (ii) the worth at the time of award of the amount by which the unpaid rent which would have been earned after termination until the time of
award exceeds the amount of such rental loss that the Lessee proves could have been reasonably avoided; (iii) the worth at the time of award of the amount by
which the unpaid rent for the balance of the term after the time of award exceeds the amount of such rental loss that the Lessee proves could be reasonably
avoided; and (iv) any other amount reasonably necessary to compensate Lessor for all the detriment proximately caused by the Lessee’s failure to perform its
obligations under this Lease or which in the ordinary course of things would be likely to result therefrom, including but not limited to the cost of recovering
possession of the Premises, expenses of reletting, including necessary renovation and alteration of the Premises, reasonable attorneys’ fees, and that portion of
any leasing commission paid by Lessor in connection with this Lease applicable to the unexpired term of this Lease. The worth at the time of award of the
amount referred to in provision (iii) of the immediately preceding sentence shall be computed by discounting such amount at the discount rate of the Federal
Reserve Bank of the District within which the Premises are located at the time of award plus one percent. Efforts by Lessor to mitigate damages caused by
Lessee’s Breach of this Lease shall not waive Lessor’s right to recover damages under Paragraph 12. If termination of this Lease is obtained through the
provisional remedy of unlawful detainer, Lessor shall have the right to recover in such proceeding any unpaid Rent and damages as are recoverable therein, or
Lessor may reserve the right to recover all or any part thereof in a separate suit. If a notice and grace period required under Paragraph 13.1 was not previously
given, a notice to pay rent or quit, or to perform or quit given to Lessee under the unlawful detainer statute shall also constitute the notice required by
Paragraph 13.1. In such case, the applicable grace period required by Paragraph 13.1 and the unlawful detainer statute shall run concurrently, and the failure
of Lessee to cure the Default within the greater of the two such grace periods shall constitute both an unlawful detainer and a Breach of this Lease entitling
Lessor to the remedies provided for in this Lease and/or by said statute.

(b) Continue the Lease and Lessee’s right to possession and recover the Rent as it becomes due, in which event Lessee may sublet or assign,
subject only to reasonable limitations. Acts of maintenance, efforts to relet, and/or the appointment of a receiver to protect the Lessor’s interests, shall not



constitute a termination of the Lessee’s right to possession.

(c) Pursue any other remedy now or hereafter available under the laws or judicial decisions of the state wherein the Premises are located. The
expiration or termination of this Lease and/or the termination of Lessee’s right to possession shall not relieve Lessee from liability under any indemnity
provisions of this Lease as to matters occurring or accruing during the term hereof or by reason of Lessee’s occupancy of the Premises.

13.3 Inducement Recapture. Any agreement for free or abated rent or other charges, or for the giving or paying by Lessor to or for Lessee of any cash
or other bonus, inducement or consideration for Lessee’s entering into this Lease, all of which concessions are hereinafter referred to as “ Inducement
Provisions”, shall be deemed conditioned upon Lessee’s full and faithful performance of all of the terms, covenants and conditions of this Lease. Upon
Breach of this Lease by Lessee, any such Inducement Provision shall automatically be deemed deleted from this Lease and of no further force or effect, and
any rent, other charge, bonus, inducement or consideration theretofore abated, given or paid by Lessor under such an
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Inducement Provision shall be immediately due and payable by Lessee to Lessor, notwithstanding any subsequent cure of said Breach by Lessee. The
acceptance by Lessor of rent or the cure of the Breach which initiated the operation of this paragraph shall not be deemed a waiver by Lessor of the provisions
of this paragraph unless specifically so stated in writing by Lessor at the time of such acceptance.

13.4 Late Charges. Lessee hereby acknowledges that late payment by Lessee of Rent will cause Lessor to incur costs not contemplated by this Lease,
the exact amount of which will be extremely difficult to ascertain. Such costs include, but are not limited to, processing and accounting charges, and late
charges which may be imposed upon Lessor by any Lender. Accordingly, if any Rent shall not be received by Lessor within 5 days after such amount shall
be due, then, without any requirement for notice to Lessee, Lessee shall immediately pay to Lessor a one-time late charge equal to 10% of each such overdue
amount or $100, whichever is greater. The parties hereby agree that such late charge represents a fair and reasonable estimate of the costs Lessor will incur by
reason of such late payment. Acceptance of such late charge by Lessor shall in no event constitute a waiver of Lessee’s Default or Breach with respect to such
overdue amount, nor prevent the exercise of any of the other rights and remedies granted hereunder. In the event that a late charge is payable hereunder, whether
or not collected, for 3 consecutive installments of Base Rent, then notwithstanding any provision of this Lease to the contrary, Base Rent shall, at Lessor’s
option, become due and payable quarterly in advance.

13.5 Interest. Any monetary payment due Lessor hereunder, other than late charges, not received by Lessor, when within five (5) days after such
amount shall be due as to scheduled payments (such as Base Rent) or within 30 days following the date on which it was due for nonscheduled payment, shall
bear interest from the date when due, as to scheduled payments, or the 31st day after it was due as to nonscheduled payments. The interest (“ Interest”)
charged shall be computed at the rate of 10% per annum but shall not exceed the maximum rate allowed by law. Interest is payable in addition to the potential
late charge provided for in Paragraph 13.4.

13.6 Breach by Lessor.

(a) Notice of Breach. Lessor shall not be deemed in breach of this Lease unless Lessor fails within a reasonable time to perform an obligation
required to be performed by Lessor. For purposes of this Paragraph, a reasonable time shall in no event be less than 30 days after receipt by Lessor, and any
Lender whose name and address shall have been furnished Lessee in writing for such purpose, of written notice specifying wherein such obligation of Lessor
has not been performed; provided, however, that if the nature of Lessor’s obligation is such that more than 30 days are reasonably required for its
performance, then Lessor shall not be in breach if performance is commenced within such 30 day period and thereafter diligently pursued to completion.

(b) Performance by Lessee on Behalf of Lessor . In the event that neither Lessor nor Lender cures said breach within 30 days after receipt of
said notice, or if having commenced said cure they do not diligently pursue it to completion, then Lessee may elect to cure said breach at Lessee’s expense and
offset from Rent the actual and reasonable cost to perform such cure, provided however, that such offset shall not exceed an amount equal to the greater of one
month’s Base Rent or the Security Deposit, reserving Lessee’s right to seek reimbursement from Lessor for any such expense in excess of such offset. Lessee
shall document the cost of said cure and supply said documentation to Lessor.

14. Condemnation. If the Premises or any portion thereof are taken under the power of eminent domain or sold under the threat of the exercise of said power
(collectively “Condemnation”), this Lease shall terminate as to the part taken as of the date the condemning authority takes title or possession, whichever first
occurs. If more than 10% of the rentable floor area of the Premises, or more than 25% of Lessee’s Reserved Parking Spaces, if any, are taken by
Condemnation, Lessee may, at Lessee’s option, to be exercised in writing within 10 days after Lessor shall have given Lessee written notice of such taking (or
in the absence of such notice, within 10 days after the condemning authority shall have taken possession) terminate this Lease as of the date the condemning
authority takes such possession. If Lessee does not terminate this Lease in accordance with the foregoing, this Lease shall remain in full force and effect as to
the portion of the Premises remaining, except that the Base Rent shall be reduced in proportion to the reduction in utility of the Premises caused by such
Condemnation. Condemnation awards and/or payments shall be the property of Lessor, whether such award shall be made as compensation for diminution in
value of the leasehold, the value of the part taken, or for severance damages; provided, however, that Lessee shall be entitled to any compensation paid by the
condemnor for Lessee’s relocation expenses, loss of business goodwill and/or Trade Fixtures, without regard to whether or not this Lease is terminated
pursuant to the provisions of this Paragraph. All Alterations and Utility Installations made to the Premises by Lessee, for purposes of Condemnation only,
shall be considered the property of the Lessee and Lessee shall be entitled to any and all compensation which is payable therefor. In the event that this Lease is
not terminated by reason of the Condemnation, Lessor shall repair any damage to the Premises caused by such Condemnation.

15. Brokerage Fees.

15.1 Additional Commission . If a separate brokerage fee agreement is attached then in addition to the payments owed pursuant to Paragraph 1.10
above, and unless Lessor and the Brokers otherwise agree in writing, Lessor agrees that: (a) if Lessee exorcises any Option, (b) if Lessee or anyone affiliated
with Lessee acquires from Lessor any rights to the Premises or other premises owned by Lessor and located within the Project, (c) if Lessee remains in
possession of the Premises, with the consent of Lessor, after the expiration of this Lease, or (d) if Base Rent is increased, whether by agreement or operation of
an escalation clause herein, then, Lessor shall pay Brokers a fee in accordance with the schedule  attached to such brokerage fee agreement.

15.2 Assumption of Obligations . Any buyer or transferee of Lessor’s interest in this Lease shall be deemed to have assumed Lessor’s obligation
hereunder. Brokers shall be third party beneficiaries of the provisions of Paragraphs 1.10, 15, 22 and 31. If Lessor fails to pay to Brokers any amounts due
as and for brokerage fees pertaining to this Lease when due, then such amounts shall accrue Interest. In addition, if Lessor fails to pay any amounts to
Lessee’s Broker when due, Lessee’s Broker may send written notice to Lessor and Lessee of such failure and if Lessor fails to pay such amounts within 10
days after said notice, Lessee shall pay said monies to its Broker and offset such amounts against Rent. In addition, Lessee’s Broker shall be deemed to be a
third party beneficiary of any commission agreement entered into by and/or between Lessor and Lessor’s Broker for the limited purpose of collecting any
brokerage fee owed.

15.3 Representations and Indemnities of Broker Relationships . Lessee and Lessor each represent and warrant to the other that it has had no
dealings with any person, firm, broker or finder (other than the Brokers, if any) in connection with this Lease, and that no one other than said named Brokers
is entitled to any commission or finder’s fee in connection herewith. Lessee and Lessor do each hereby agree to indemnify, protect, defend and hold the other
harmless from and against liability for compensation or charges which may be claimed by any such unnamed broker, finder or other similar party by reason
of any dealings or actions of the indemnifying Party, including any costs, expenses, attorneys’ fees reasonably incurred with respect thereto.

16. Estoppel Certificates.



(a) Each Party (as “Responding Party”) shall within 10 days after written notice from the other Party (the “ Requesting Party”) execute,
acknowledge and deliver to the Requesting Party a statement in writing in form similar to the then most current “ Estoppel Certificate” form published by the
AIRCommercial Real Estate Association, plus such additional information, confirmation and/or statements as may be reasonably requested by the Requesting
Party.

(b) If the Responding Party shall fail to execute or deliver the Estoppel Certificate within such 10 day period, the Requesting Party may execute an
Estoppel Certificate stating that: (i) the Lease is in full force and effect without modification except as may be represented by the
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Requesting Party, (ii) there are no uncured defaults in the Requesting Party’s performance, and (iii) if Lessor is the Requesting Party, not more than one
month’s rent has been paid in advance. Prospective purchasers and encumbrancers may rely upon the Requesting Party’s Estoppel Certificate, and the
Responding Party shall be estopped from denying the truth of the facts contained in said Certificate.

(c) If Lessor desires to finance, refinance, or sell the Premises, or any part thereof, Lessee and all Guarantors shall within 10 days after written
notice from Lessor deliver to any potential lender or purchaser designated by Lessor such financial statements as may be reasonably required by such lender
or purchaser, including but not limited to Lessee’s financial statements for the past 3 years. All such financial statements shall be received by Lessor and such
lender or purchaser in confidence and shall be used only for the purposes herein set forth.

17. Definition of Lessor. The term “Lessor” as used herein shall mean the owner or owners at the time in question of the fee title to the Premises, or, if this is
a sublease, of the Lessee’s interest in the prior lease. In the event of a transfer of Lessor’s title or interest in the Premises or this Lease, Lessor shall deliver to the
transferee or assignee (in cash or by credit) any unused Security Deposit held by Lessor. Upon such transfer or assignment and delivery of the Security
Deposit, as aforesaid, the prior Lessor shall be relieved of all liability with respect to the obligations and/or covenants under this Lease thereafter to be
performed by the Lessor. Subject to the foregoing, the obligations and/or covenants in this Lease to be performed by the Lessor shall be binding only upon the
Lessor as hereinabove defined.

18. Severability. The invalidity of any provision of this Lease, as determined by a court of competent jurisdiction, shall in no way affect the validity of any
other provision hereof.

19. Days. Unless otherwise specifically indicated to the contrary, the word “ days” as used in this Lease shall mean and refer to calendar days.

20. Limitation on Liability . The obligations of Lessor under this Lease shall not constitute personal obligations of Lessor or its partners, members,
directors, officers or shareholders, and Lessee shall look to the Project, and to no other assets of Lessor, for the satisfaction of any liability of Lessor with
respect to this Lease, and shall not seek recourse against Lessor’s partners, members, directors, officers or shareholders, or any of their personal assets for
such satisfaction.

21. Time of Essence. Time is of the essence with respect to the performance of all obligations to be performed or observed by the Parties under this Lease.

22. No Prior or Other Agreements; Broker Disclaimer . This Lease contains all agreements between the Parties with respect to any matter mentioned herein,
and no other prior or contemporaneous agreement or understanding shall be effective. Lessor and Lessee each represents and warrants to the Brokers that it has
made, and is relying solely upon, its own investigation as to the nature, quality, character and financial responsibility of the other Party to this Lease and as to
the use, nature, quality and character of the Premises. Brokers have no responsibility with respect thereto or with respect to any default or breach hereof by
either Party.

23. Notices.

23.1 Notice Requirements. All notices required or permitted by this Lease or applicable law shall be in writing and may be delivered in person (by
hand or by courier) or may be sent by regular, certified or registered mail or U.S. Postal Service Express Mail, with postage prepaid, or by facsimile
transmission, and shall be deemed sufficiently given if served in a manner specified in this Paragraph 23. The addresses noted adjacent to a Party’s signature
on this Lease shall be that Party’s address for delivery or mailing of notices. Either Party may by written notice to the other specify a different address for
notice, except that upon Lessee’s taking possession of the Premises, the Premises shall constitute Lessee’s address for notice. A copy of all notices to Lessor
shall be concurrently transmitted to such party or parties at such addresses as Lessor may from time to time hereafter designate in writing.

23.2 Date of Notice. Any notice sent by registered or certified mail, return receipt requested, shall be deemed given on the date of delivery shown on the
receipt card, or if no delivery date is shown, the postmark thereon. If sent by regular mail the notice shall be deemed given 72 hours after the same is
addressed as required herein and mailed with postage prepaid. Notices delivered by United States Express Mail or overnight courier that guarantees next day
delivery shall be deemed given 24 hours after delivery of the same to the Postal Service or courier. Notices transmitted by facsimile transmission or similar
means shall be deemed delivered upon telephone confirmation of receipt (confirmation report from fax machine is sufficient), provided a copy is also delivered
via delivery or mail. If notice is received on a Saturday, Sunday or legal holiday, it shall be deemed received on the next business day.

24. Waivers.

(a) No waiver by Lessor of the Default or Breach of any term, covenant or condition hereof by Lessee, shall be deemed a waiver of any other term,
covenant or condition hereof, or of any subsequent Default or Breach by Lessee of the same or of any other term, covenant or condition hereof. Lessor’s
consent to, or approval of, any act shall not be deemed to render unnecessary the obtaining of Lessor’s consent to, or approval of, any subsequent or similar
act by Lessee, or be construed as the basis of an estoppel to enforce the provision or provisions of this Lease requiring such consent.

(b) The acceptance of Rent by Lessor shall not be a waiver of any Default or Breach by Lessee. Any payment by Lessee may be accepted by
Lessor on account of moneys or damages due Lessor, notwithstanding any qualifying statements or conditions made by Lessee in connection therewith, which
such statements and/or conditions shall be of no force or effect whatsoever unless specifically agreed to in writing by Lessor at or before the time of deposit of
such payment.

(c) THE PARTIES AGREE THAT THE TERMS OF THIS LEASE SHALL GOVERN WITH REGARD TO ALL MATTERS RELATED
THERETO AND HEREBY WAIVE THE PROVISIONS OF ANY PRESENT OR FUTURE STATUTE TO THE EXTENT THAT SUCH STATUTE IS
INCONSISTENT WITH THIS LEASE.

25. Disclosures Regarding The Nature of a Real Estate Agency Relationship .

(a) When entering into a discussion with a real estate agent regarding a real estate transaction, a Lessor or Lessee should from the outset
understand what type of agency relationship or representation it has with the agent or agents in the transaction. Lessor and Lessee acknowledge being advised
by the Brokers in this transaction, as follows:



(i) Lessor’s Agent. A Lessor’s agent under a listing agreement with the Lessor acts as the agent for the Lessor only. A Lessor’s agent or
subagent has the following affirmative obligations: To the Lessor: A fiduciary duty of utmost care, integrity, honesty, and loyalty in dealings with the Lessor.
To the Lessee and the Lessor: a. Diligent exercise of reasonable skills and care in performance of the agent’s duties, b. A duty of honest and fair dealing and
good faith, c. A duty to disclose all facts known to the agent materially affecting the value or desirability of the property that are not known to, or within the
diligent attention and observation of, the Parties. An agent is not obligated to reveal to either Party any confidential information obtained from the other Party
which does not involve the affirmative duties set forth above.

(ii) Lessee’s Agent. An agent can agree to act as agent for the Lessee only. In these situations, the agent is not the Lessor’s agent, even if by
agreement the agent may receive compensation for services rendered, either in full or in part from the Lessor. An agent acting only for a Lessee has the following
affirmative obligations. To the Lessee: A fiduciary duty of utmost care, integrity, honesty, and loyalty in dealings with the Lessee. To the Lessee and the
Lessor: a. Diligent exercise of reasonable skills and care in performance of the agent’s duties, b. A duty of honest and fair dealing and good faith, c. A duty to
disclose all facts known to the agent materially affecting the value or desirability of the property that are not known to, or within the diligent attention and
observation of, the Parties. An agent is not obligated to reveal to either Party any
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confidential information obtained from the other Party which does not involve the affirmative duties set forth above.

(iii) Agent Representing Both Lessor and Lessee.  A real estate agent, either acting directly or through one or more associate licenses, can
legally be the agent of both the Lessor and the Lessee in a transaction, but only with the knowledge and consent of both the Lessor and the Lessee. In a dual
agency situation, the agent has the following affirmative obligations to both the Lessor and the Lessee: a. A fiduciary duty of utmost care, integrity, honesty
and loyalty in the dealings with either Lesser or the Lessee, b. Other duties to the Lessor and the Lessee as stated above in subparagraphs (i) or (ii). In
representing both Lessor and Lessee, the agent may not without the express permission of the respective Party, disclose to the other Party that the Lessor will
accept rent in an amount less than that indicated in the listing or that the Lessee is willing to pay a higher rent than that offered. The above duties of the agent
in a real estate transaction do not relieve a Lessor or Lessee from the responsibility to protect their own interests. Lessor and Lessee should carefully read all
agreements to assure that they adequately express their understanding of the transaction. A real estate agent is a person qualified to advise about real estate. If
legal or tax advise is desired, consult a competent professional.

(b) Brokers have no responsibility with respect to any default or breach hereof by either Party. The Parties agree that no lawsuit or other legal
proceeding involving any breach of duty, error or omission relating to this Lease may be brought against Broker more than one year after the Start Date and
that the liability (including court costs and attorneys’ fees), of any Broker with respect to any such lawsuit and/or legal proceeding shall not exceed the fee
received by such Broker pursuant to this Lease; provided, however, that the foregoing limitation on each Broker’s liability shall not be applicable to any gross
negligence or willful misconduct of such Broker.

(c) Lessor and Lessee agree to identify to Brokers as “Confidential” any communication or information given Brokers that is considered by such
Party to be confidential.

26. No Right To Holdover. Lessee has no right to retain possession of the Premises or any part thereof beyond the expiration or termination of this Lease. In
the event that Lessee holds over, then the Base Rent shall be increased to 150% of the Base Rent applicable immediately preceding the expiration or termination.
Nothing contained herein shall be construed as consent by Lessor to any holding over by Lessee.

27. Cumulative Remedies . No remedy or election hereunder shall be deemed exclusive but shall, wherever possible, be cumulative with all other remedies at
law or in equity.

28. Covenants and Conditions; Construction of Agreement . All provisions of this Lease to be observed or performed by Lessee are both covenants and
conditions. In construing this Lease, all headings and titles are for the convenience of the Parties only and shall not be considered a part of this Lease.
Whenever required by the context, the singular shall include the plural and vice versa. This Lease shall not be construed as if prepared by one of the Parties,
but rather according to its fair meaning as a whole, as if both Parties had prepared it.

29. Binding Effect; Choice of Law . This Lease shall be binding upon the Parties, their personal representatives, successors and assigns and be governed by
the laws of the State in which the Premises are located. Any litigation between the Parties hereto concerning this Lease shall be initiated in the county in which
the Premises are located.

30. Subordination; Attornment; Non-Disturbance .

30.1 Subordination. This Lease and any Option granted hereby shall be subject and subordinate to any ground lease, mortgage, deed of trust, or other
hypothecation or security device (collectively, “Security Device”), now or hereafter placed upon the Premises, to any and all advances made on the security
thereof, and to all renewals, modifications, and extensions thereof. Lessee agrees that the holders of any such Security Devices (in this Lease together referred to
as “Lender”) shall have no liability or obligation to perform any of the obligations of Lessor under this Lease. Any Lender may elect to have this Lease and/or
any Option granted hereby superior to the lien of its Security Device by giving written notice thereof to Lessee, whereupon this Lease and such Options shall be
deemed prior to such Security Device, notwithstanding the relative dates of the documentation or recordation thereof. Lessor shall use commercially reasonable
efforts to procure non-disturbance agreements from any current Lenders.

30.2 Attornment. In the event that Lessor transfers title to the Premises, or the Premises are acquired by another upon the foreclosure or termination of a
Security Devise to which this Lease is subordinated (i) Lessee shall, subject to the non-disturbance provisions of Paragraph 30.3, attorn to such new owner,
and upon request, enter into a new lease, containing ail of the terms and provisions of this Lease, with such new owner for the remainder of the term hereof,
or, at the election of the new owner, this Lease will automatically become a new lease between Lessee and such new owner, and (ii) Lessor shall thereafter be
relieved of any further obligations hereunder and such new owner shall assume all of Lessor’s obligations, except that such new owner shall not: (a) be liable
for any act or omission of any prior lessor or with respect to events occurring prior to acquisition of ownership; (b) be subject to any offsets or defenses which
Lessee might have against any prior lessor, (c) be bound by prepayment of more than one month’s rent, or (d) be liable for the return of any security deposit
paid to any prior lessor which was not paid or credited to such new owner.

30.3 Non-Disturbance. With respect to Security Devices entered into by Lessor after the execution of this Lease, Lessee’s subordination of this Lease
shall be subject to receiving a commercially reasonable non-disturbance agreement (a “ Non-Disturbance Agreement”) from the Lender which Non-
Disturbance Agreement provides that Lessee’s possession of the Premises, and this Lease, including any options to extend the term hereof, will not be
disturbed so long as Lessee is not in Breach hereof and attorns to the record owner of the Premises. Further, within 60 days after the execution of this Lease,
Lessor shall, if requested by Lessee, use its commercially reasonable efforts to obtain a Non-Disturbance Agreement from the holder of any pre-existing
Security Device which is secured by the Premises. In the event that Lessor is unable to provide the Non-Disturbance Agreement within said 60 days, then
Lessee may, at Lessee’s option, directly contact Lender and attempt to negotiate for the execution and delivery of a Non-Disturbance Agreement.

30.4 Self-Executing. The agreements contained in this Paragraph 30 shall be effective without the execution of any further documents; provided,
however, that, upon written request from Lessor or a Lender in connection with a sale, financing or refinancing of the Premises, Lessee and Lessor shall
execute such further writings as may be reasonably required to separately document any subordination, attornment and/or Non-Disturbance Agreement
provided for herein.

31. Attorneys’ Fees. If any Party or Broker brings an action or proceeding involving the Premises whether founded in tort, contract or equity, or to declare
rights hereunder, the Prevailing Party (as hereafter defined) in any such proceeding, action, or appeal thereon, shall be entitled to reasonable attorneys’ fees.



Such fees may be awarded in the same suit or recovered in a separate suit, whether or not such action or proceeding is pursued to decision or judgment. The
term, “Prevailing Party” shall include, without limitation, a Party or Broker who substantially obtains or defeats the relief sought, as the case may be,
whether by compromise, settlement, judgment, or the abandonment by the other Party or Broker of its claim or defense. The attorneys’ fees award shall not be
computed in accordance with any court fee schedule, but shall be such as to fully reimburse all attorneys’ fees reasonably incurred. In addition, Lessor shall
be entitled to attorneys’ fees, costs and expenses incurred in the preparation and service of notices of Default and consultations in connection therewith,
whether or not a legal action is subsequently commenced in connection with such Default or resulting Breach ($200 is a reasonable minimum per occurrence
for such services and consultation).

32. Lessor’s Access; Showing Premises; Repairs . Lessor and Lessor’s agents shall have the right to enter the Premises at any time, in the case of an
emergency, and otherwise at reasonable times after reasonable prior notice for the purpose of showing the same to prospective purchasers, lenders, or tenants,
and making such alterations, repairs, improvements or additions to the Premises as Lessor may deem necessary or desirable and the erecting, using and
maintaining of utilities, services, pipes and conduits through the Premises and/or other premises as long as there is no material
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adverse effect on Lessee’s use of the Premises. All such activities shall be without abatement of rent or liability to Lessee.

33. Auctions. Lessee shall not conduct, nor permit to be conducted, any auction upon the Premises without Lessor’s prior written consent. Lessor shall not be
obligated to exercise any standard of reasonableness in determining whether to permit an auction.

34. Signs. Lessor may place on the Premises ordinary “For Sale” signs at any time and ordinary “For Lease” signs during the last 6 months of the term hereof.
Lessor may not place any sign on the exterior of the Building that covers any of the windows of the Premises. Except for ordinary “For Sublease” signs which
may be placed only on the Premises, Lessee shall not place any sign upon the Project without Lessor’s prior written consent. All signs must comply with all
Applicable Requirements.

35. Termination; Merger. Unless specifically stated otherwise in writing by Lessor, the voluntary or other surrender of this Lease by Lessee, the mutual
termination or cancellation hereof, or a termination hereof by Lessor for Breach by Lessee, shall automatically terminate any sublease or lesser estate in the
Premises; provided, however, that Lessor may elect to continue any one or all existing subtenancies. Lessor’s failure within 10 days following any such event
to elect to the contrary by written notice to the holder of any such lesser interest, shall constitute Lessor’s election to have such event constitute the termination
of such interest.

36. Consents. Except as otherwise provided herein, wherever in this Lease the consent of a Party is required to an act by or for the other Party, such consent
shall not be unreasonably withheld or delayed. Lessor’s actual reasonable costs and expenses (including but not limited to architects’, attorneys’, engineers’
and other consultants’ fees) incurred in the consideration of, or response to, a request by Lessee for any Lessor consent, including but not limited to consents
to an assignment, a subletting or the presence or use of a Hazardous Substance, shall be paid by Lessee upon receipt of an invoice and supporting
documentation therefor. Lessor’s consent to any act, assignment or subletting shall not constitute an acknowledgment that no Default or Breach by Lessee of
this Lease exists, nor shall such consent be deemed a waiver of any then existing Default or Breach, except as may be otherwise specifically stated in writing
by Lessor at the time of such consent. The failure to specify herein any particular condition to Lessor’s consent shall not preclude the imposition by Lessor at
the time of consent of such further or other conditions as are then reasonable with reference to the particular matter for which consent is being given. In the
event that either Party disagrees with any determination made by the other hereunder and reasonably requests the reasons for such determination, the
determining party shall furnish its reasons in writing and in reasonable detail within 10 business days following such request.

37. Guarantor.

37.1 Execution. The Guarantors, if any, shall each execute a guaranty in the form most recently published by the AIR Commercial Real Estate
Association.

37.2 Default. It shall constitute a Default of the Lessee if any Guarantor fails or refuses, upon request to provide: (a) evidence of the execution of the
guaranty, including the authority of the party signing on Guarantor’s behalf to obligate Guarantor, and in the case of a corporate Guarantor, a certified copy of
a resolution of its board of directors authorizing the making of such guaranty, (b) current financial statements, (c) an Estoppel Certificate, or (d) written
confirmation that the guaranty is still in effect.

38. Quiet Possession. Subject to payment by Lessee of the Rent and performance of all of the covenants, conditions and provisions on Lessee’s part to be
observed and performed under this Lease, Lessee shall have quiet possession and quiet enjoyment of the Premises during the term hereof.

39. Options. If Lessee is granted an Option, as defined below, then the following provisions shall apply.

39.1 Definition. “Option” shall mean: (a) the right to extend or reduce the term of or renew this Lease or to extend or reduce the term of or renew any
lease that Lessee has on other property of Lessor; (b) the right of first refusal or first offer to lease either the Premises or other property of Lessor; (c) the right to
purchase, the right of first offer to purchase or the right of first refusal to purchase the Premises or other property of Lessor.

39.2 Options Personal To Original Lessee. Any Option granted to Lessee in this Lease is personal to the original Lessee, and cannot be assigned or
exercised by anyone other than said original Lessee and only while the original Lessee is in full possession of the Premises and, if requested by Lessor, with
Lessee certifying that Lessee has no intention of thereafter assigning or subletting.

39.3 Multiple Options. In the event that Lessee has any multiple Options to extend or renew this Lease, a later Option cannot be exercised unless the
prior Options have been validly exercised.

39.4 Effect of Default on Options .

(a) Lessee shall have no right to exercise an Option: (i) during the period commencing with the giving of any notice of Default and continuing until
said Default is cured, (ii) during the period of time any Rent is unpaid (without regard to whether notice thereof is given Lessee), (iii) during the time Lessee is
in Breach of this Lease, or (iv) in the event that Lessee has been given 3 or more notices of separate Default, whether or not the Defaults are cured, during the
12 month period immediately preceding the exercise of the Option.

(b) The period of time within which an Option may be exercised shall not be extended or enlarged by reason of Lessee’s inability to exercise an
Option because of the provisions of Paragraph 39.4(a).

(c) An Option shall terminate and be of no further force or effect, notwithstanding Lessee’s due and timely exercise of the Option, if, after such
exercise and prior to the commencement of the extended term or completion of the purchase, (i) Lessee fails to pay Rent for a period of 30 days after such Rent
becomes due (without any necessity of Lessor to give notice thereof), or (ii) if Lessee commits a Breach of this Lease.

40. Security Measures. Lessee hereby acknowledges that the Rent payable to Lessor hereunder does not include the cost of guard service or other security
measures, and that Lessor shall have no obligation whatsoever to provide same. As part of the Tenant Improvements, Lessor shall Install a card access system
for access to the Premises. Lessee assumes all responsibility for the protection of the Premises, Lessee, its agents and invitees and their property from the acts
of third parties. In the event, however, that Lessor should elect to provide security services, then the cost thereof shall be an Operating Expense.

41. Reservations.



(a) Lessor reserves the right: (i) to grant, without the consent or joinder of Lessee, such easements, rights and dedications that Lessor deems
necessary, (ii) to cause the recordation of parcel maps and restrictions, (iii) to create and/or install new utility raceways, so long as such easements, rights,
dedications, maps, restrictions, and utility raceways do not unreasonably interfere with the use of the Premises by Lessee. Lessor may also: change the name,
address or title of the Building or Project upon at least 90 days prior written notice; provide and install, at Lessee’s expense, Building standard graphics on the
door of the Premises and such portions of the Common Areas as Lessor shall reasonably deem appropriate; grant to any lessee the exclusive right to conduct
any business as long as such exclusive right does not conflict with any rights expressly given herein; and to place such signs, notices or displays as Lessor
reasonably deems necessary or advisable upon the roof, exterior of the Building or the Project or on signs in the Common Areas. Lessee agrees to sign any
documents reasonably requested by Lessor to effectuate such rights. The obstruction of Lessee’s view, air, or light by any structure erected in the vicinity of
the Building, whether by Lessor or third parties, shall in no way affect this Lease or impose any liability upon Lessor.

(b) Lessor also reserves the right to move Lessee to other space of comparable size in the Building or Project. Lessor must provide at least 45 days
prior written notice of such move, and the new space must contain improvements of comparable quality to those contained
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within the Premises, Lessor shall pay the reasonable out of pocket costs that Lessee incurs with regard to such relocation, including the expenses of moving
and necessary stationary revision costs. In no event, however, shall Lessor be required to pay an amount in excess of two months Base Rent. Lessee may not
be relocated more than once during the term of this Lease.

(c) Lessee shall not: (i) use a representation (photographic or otherwise) of the Building or Project or their name(s) in connection with Lessee’s
business; or (ii) suffer or permit anyone, except in emergency, to go upon the roof of the Building.

42. Performance Under Protest. If at any time a dispute shall arise as to any amount or sum of money to be paid by one Party to the other under the
provisions hereof, the Party against whom the obligation to pay the money is asserted shall have the right to make payment “under protest” and such payment
shall not be regarded as a voluntary payment and there shall survive the right on the part of said Party to institute suit for recovery of such sum. If it shall be
adjudged that there was no legal obligation on the part of said Party to pay such sum or any part thereof, said Party shall be entitled to recover such sum or so
much thereof as it was not legally required to pay. A Party who does not initiate suit for the recovery of sums paid “under protest” within 6 months shall be
deemed to have waived its right to protest such payment.

43. Authority; Multiple Parties; Execution

(a) If either Party hereto is a corporation, trust, limited liability company, partnership, or similar entity, each individual executing this Lease on
behalf of such entity represents and warrants that he or she is duly authorized to execute and deliver this Lease on its behalf. Each Party shall, within 30 days
after request, deliver to the other Party satisfactory evidence of such authority.

(b) If this Lease is executed by more than one person or entity as “Lessee” or as “Lessor,” ,  each such person or entity shall be jointly and
severally liable hereunder. It is agreed that any one of the named parties Lessees shall be empowered to execute any amendment to this Lease, or other document
ancillary thereto and bind all of the named LesseesParties, and the parties Lessor may rely on the same as if all of the named Parties Lessees had executed such
document. The entities Included as “Lessor” are executing this Lease and are responsible hereunder.

(c) This Lease may be executed by the Parties in counterparts, each of which shall be deemed an original and all of which together shall constitute
one and the same instrument.

44. Conflict. Any conflict between the printed provisions of this Lease and the typewritten or handwritten provisions shall be controlled by the typewritten or
handwritten provisions.

45. Offer. Preparation of this Lease by either party or their agent and submission of same to the other Party shall not be deemed an offer to lease to the other
Party. This Lease is not intended to be binding until executed and delivered by all Parties hereto.

46. Amendments. This Lease may be modified only in writing, signed by the Parties in interest at the time of the modification. As long as they do not
materially change Lessee’s obligations hereunder, Lessee agrees to make such reasonable nonmonetary modifications to this Lease as may be reasonably
required by a Lender in connection with the obtaining of normal financing or refinancing of the Premises.

47. Waiver of Jury Trial. THE PARTIES HEREBY WAIVE THEIR RESPECTIVE RIGHTS TO TRIAL BY JURY IN ANY ACTION OR
PROCEEDING INVOLVING THE PROPERTY OR ARISING OUT OF THIS AGREEMENT.

48. Arbitration of Disputes . An Addendum requiring the Arbitration of all disputes between the Parties and/or Brokers arising out of this Lease ¨ is  is
not attached to this Lease.

49. Americans with Disabilities Act . Since compliance with the Americans with Disabilities Act (ADA) is dependent upon Lessee’s specific use of the
Premises, Lessor makes no warranty or representation as to whether or not the Premises comply with ADA or any similar legislation. In the event that Lessee’s
specific use of the Premises requires modifications or additions to the Premises in order to be in ADA compliance, Lessee agrees to make any such necessary
modifications and/or additions at Lessee’s expense.

LESSOR AND LESSEE HAVE CAREFULLY READ AND REVIEWED THIS LEASE AND EACH TERM AND PROVISION CONTAINED HEREIN,
AND BY THE EXECUTION OF THIS LEASE SHOW THEIR INFORMED AND VOLUNTARY CONSENT THERETO. THE PARTIES HEREBY
AGREE THAT, AT THE TIME THIS LEASE IS EXECUTED, THE TERMS OF THIS LEASE ARE COMMERCIALLY REASONABLE AND
EFFECTUATE THE INTENT AND PURPOSE OF LESSOR AND LESSEE WITH RESPECT TO THE PREMISES.

ATTENTION: NO REPRESENTATION OR RECOMMENDATION IS MADE BY THE AIR COMMERCIAL REAL ESTATE ASSOCIATION
OR BY ANY BROKER AS TO THE LEGAL SUFFICIENCY, LEGAL EFFECT, OR TAX CONSEQUENCES OF THIS LEASE OR THE
TRANSACTION TO WHICH IT RELATES. THE PARTIES ARE URGED TO:

1. SEEK ADVICE OF COUNSEL AS TO THE LEGAL AND TAX CONSEQUENCES OF THIS LEASE.

2. RETAIN APPROPRIATE CONSULTANTS TO REVIEW AND INVESTIGATE THE CONDITION OF THE PREMISES. SAID
INVESTIGATION SHOULD INCLUDE BUT NOT BE LIMITED TO: THE POSSIBLE PRESENCE OF HAZARDOUS SUBSTANCES, THE
ZONING AND SIZE OF THE PREMISES, THE STRUCTURAL INTEGRITY, THE CONDITION OF THE ROOF AND OPERATING
SYSTEMS, COMPLIANCE WITH THE AMERICANS WITH DISABILITIES ACT AND THE SUITABILITY OF THE PREMISES FOR
LESSEE’S INTENDED USE.

WARNING: IF THE PREMISES ARE LOCATED IN A STATE OTHER THAN CALIFORNIA, CERTAIN PROVISIONS OF THE LEASE
MAY NEED TO BE REVISED TO COMPLY WITH THE LAWS OF THE STATE IN WHICH THE PREMISES ARE LOCATED.

The parties hereto have executed this Lease at the place and on the dates specified above their respective signatures.
 
Executed at: San Francisco, CA   Executed at: New Haven, CT
On: 05/26/10 05/26/10



On: 05/26/10    On: 05/26/10
 
By LESSOR:  By LESSEE:

GSR II, LLC  HIGHER ONE PAYMENTS, INC.
   
 
By: /s/ David Currie    By: /s/ Mark Volchek
Name Printed:  David Currie    Name Printed:  Mark Volchek
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NOTICE: These forms are often modified to meet changing requirements of law and industry needs. Always write or call to make sure you are
utilizing the most current form: AIR Commercial Real Estate Association, 800 W 6th Street, Suite 800, Los Angeles, CA 90017. Telephone No.
(213) 687-8777. Fax No.: (213) 687-8616.

©Copyright 1999-By AIR Commercial Real Estate Association.
All rights reserved.

No part of these works may be reproduced in any form without permission in writing.
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Title:  Manager

LM SWAN WAY, LLC

By:  /s/ Lance Miller
Name Printed:  Lance Miller
Title:   
Address:  c/o GRAHAM STREET REALTY
37 GRAHAM STREET, SUITE 200B
SAN FRANCISCO, CA 94129
Telephone:(415)  561-6800
Facsimile:(415)  561-6801
Federal ID No.   

LESSOR’S BROKER:

 

Attn:   
Address:   
 
 
Telephone:(        )   
Facsimile:(        )   
Broker/Agent DRE License #:   
 
 

Title:  CFO

By:   
Name Printed:   
Title:   
Address:  80 SWAN WAY
OAKLAND, CA 94621
 
Telephone:(        )   
Facsimile:(        )   
Federal ID No.   

LESSEE’S BROKER:

 

Attn:   
Address:   
 
 
Telephone:(        )   
Facsimile:(        )   
Broker/Agent DRE License #:   
 
 



Exhibit A:

Lessor:

GSR II, LLC and LM Swan Way, LLC (Please see Exhibit A for Lessor description)

GSR II, a Delaware limited liability company, as to an undivided 20% interest, and LM Swan Way, LLC, a Delaware limited liability company, as to an
undivided 80% interest.



RENT ADJUSTMENT(S)
LEASE ADDENDUM

 
Dated: May 21, 2010   

By and Between (Lessor)   GSR II, LLC and LM Swan Way, LLC (please see Exhibit A for Lessor description)

(Lessee)  Higher One Payments, Inc.

Address of Premises:   80 Swan Way, Suite 200 and 201, Oakland, CA 94621
 
A. RENT ADJUSTMENTS:

The monthly rent for each month of initial term of the Lease shall be as indicated below:
 

   The New Base Rent shall be:

Suite 200 Premises   Suite 200 Premises
8.1.2010 - 1.31.2011   $0.00 RSF per month ($0.00
2.1.2011 - 7.31.2012   $1.25 RSF per month ($11,700)
8.1.2012 - 7.31.2013   $1.28 RSF per month ($11,934)
8.1.2013 - 7.31.2014   $ 1.30 RSF per month ($12,173)
8.1.2014 - 7.31.2015   $1.33 RSF per month ($12,416)
8.1.2015 - 1.31.2016   $1.35 RSF per month ($12,664)

Suite 201 Premises   Suite 201 Premises
8.1.2010 - 7.31.2011   $0.00 RSF per month ($0.00)
8.1.2011 - 7.31.2012   $0.63 RSF per month ($1,500)
8.1.2012 - 7.31.2013   $ 1.28 RSF per month ($3,072)
8.1.2013 - 7.31.2014   $1.30 RSF per month ($3,120)
8.1.2014 - 7.31.2015   $1.33 RSF per month ($3,182)
8.1.2015 - 1.31.2016   $1.35 RSF per month ($3,240)

 
B. NOTICE:

Unless specified otherwise herein, notice of any such adjustments, other than Fixed Rental Adjustments, shall be made as specified in paragraph 23 of
the Lease.



Addendum to Lease

This Addendum to Lease modified the Standard Multi-Tenant Office Lease – Gross (“Lease”) between GSR II, LLC and LN Swan Way, LLC
(collectively “Lessor”) and Higher One Payments, Inc. (“Lessee”). Each of the following paragraphs shall be inserted in the Lease in the order of numbering
and lettering established by the Lease.

3.3(a) If the Lessor does not cause Substantial Completion of the Premises to be achieved on or before August 1, 2010 (the “Delivery Date”) as such
Delivery Date may be extended by any of the causes of delays described in Section 5.2.1 through 5.2.8 of the Work Letter, then Lessor shall pay to Lessee the
sum of $281.30 per day from the Delivery Date to the date of Substantial Completion of the Premises.

4.2(h) Operating Expense Exclusions . Notwithstanding anything in this Lease to the contrary, the following expenses are excluded from Operating
Expenses:

(i) depreciation and amortization;

(ii) tenant improvement expenses;

(iii) expenses incurred by Lessor for repairs or other work occasioned by fire, windstorm, or other insurable casualty or condemnation, to the extent
insured;

(iv) expenses incurred by Lessor to lease space to new tenants or to retain existing tenants including leasing commissions, advertising and promotional
expenditures;

(v) expenses incurred by Lessor to resolve disputes with tenants, enforce or negotiate lease terms with prospective or existing tenants or in connection
with any financing, sale or syndication of the Project;

(vi) interest, principal, points and fees, amortization or other costs associated with any debt and rent payable under any lease to which this Lease is
subject and all costs and expenses associated with any such debt or lease and any ground lease rent, irrespective of whether this Lease is subject or
subordinate thereto;

(vii) expenses incurred for the repair, maintenance or operation of any pay parking garage, including but not limited to salaries and benefits of any
attendants, electricity, insurance and taxes and any expense to construct such a garage;

(viii) expenses for the replacement of any item to the extent that the expense is paid for by any applicable warranty;
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(ix) cost to correct any penalty or fine incurred by Lessor due to Lessor’s violation of any federal, state, or local law or regulation and any interest or
penalties due for late payment by Lessor of any of the Operating Expenses;

(x) cost of correcting any latent defects or original design defects in the Project construction, materials, or equipment;

(xi) expenses for any item or service which the Lessor does not provide hereunder and the cost of which Lessee pays directly to a third party or
separately reimburses Lessor and expenses incurred by Lessor to the extent the same are reimbursed from any other tenants, occupants of the property, or third
parties;

(xii) expenses for any item or service not provided to Lessee but exclusively to certain other tenants in the Project;

(xiii) salaries of (a) employees above the grade of building superintendent or building manager, and (b) that portion of employee expenses for employees
whose time is not spent directly and solely in the operation of the Project;

(xiv) Lessor’s general corporate overhead and administrative expenses except if it is solely for the Project.

(xv) fees paid to affiliates of Lessor to the extent that such fees exceed the customary amount charged for the services provided;

4.2(i) Audit Rights. Any objection to a Lessor’s statement delivered pursuant to Paragraph 4.2(f), or to any information reported therein, shall be deemed
waived if not raised by written notice to Lessor within ninety (90) days following the later of delivery of such Lessor’s statement. Following the giving of such
notice, Tenant shall have the right during Lessor’s regular business hours and on reasonable prior notice, to inspect, at the location of Lessor’s accounting
records, at Tenant’s sole cost, Lessor’s books and records with respect to Operating Expenses and Real Property Taxes for the calendar year to which such
Lessor’s statement relates, on the terms and conditions set forth below:

(i) The inspection of Lessor’s books and records may be conducted by an employee of Tenant, or a reputable certified public accountant (which
accountant is a member of a reputable independent nationally or regionally recognized certified public accounting firm, who has had previous experience in
reviewing financial operating records of Lessors of office buildings; provided that such accountant is not retained by Tenant on a contingency fee basis and is
not a tenant of the Building). The inspection of Lessor’s books and records must be completed not later than sixty (60) days after such books and records are
made available to Tenant, and any audit report prepared by Tenant’s auditors shall be delivered concurrently to Lessor and Tenant within thirty (30) days after
the end of such sixty (60) day period.

(ii) If, after such inspection of Lessor’s books and records, Tenant disputes the amount of Operating Expenses and/or Real Property Taxes for the
calendar year
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under inspection, Lessor and Tenant shall meet and attempt in good faith to resolve the dispute. If the parties are unable to resolve the dispute within sixty
(60) days after completion of Tenant’s inspection, then Tenant shall have the right to submit the dispute to arbitration, in the City and County of San
Francisco, which right shall be exercised, if at all, by delivering a notice of election to arbitrate to Lessor not later than the last day of the sixty (60) day period.
Lessor and Tenant shall agree, within fifteen (15) days after Tenant’s delivery of the arbitration election, to retain an arbitrator who shall be an unaffiliated real
estate attorney with at least ten (10) years of experience representing lessors and lessees in the leasing of office space in the City and County of San Francisco.
If Lessor and Lessee fail to agree upon and appoint an arbitrator, then the appointment of the arbitrator shall be made by the Presiding Judge of the Superior
Court, or, if he or she refuses to act, by any judge having jurisdiction over the parties. Such arbitrator shall have the right to retain an unaffiliated, reputable
certified public accountant who is a member of a reputable independent nationally or regionally recognized certified public accounting firm, with at least ten
(10) years’ of experience representing landlords and tenants in reviewing financial operating records of landlords of office buildings in the County of San
Francisco as an expert to consult with the arbitrator with respect to the dispute.

(iii) The arbitration shall be limited to the determination of the appropriate amount of Operating Expenses and Real Property Taxes relevant to the
subject of the dispute, for the calendar year under review. The decision of the arbitrator shall be delivered simultaneously to Lessor and Lessee, and shall be
final and binding upon Lessor and Lessee.

(iv) If the arbitrator determines that the amount of Operating Expenses or Real Property Taxes, billed to Lessee was incorrect, the appropriate party
shall pay to the other party the deficiency or overpayment, as applicable, within thirty (30) days following delivery of the arbitrator’s decision, without
interest. All costs and expenses of the arbitration shall be paid by Lessee unless the final determination in such arbitration is that Lessor overstated Operating
Expenses and/or Real Property Taxes for the applicable calendar year by more than five percent (5%) of the originally reported expenses, in which case Lessor
shall pay all costs and expenses of the arbitration.

(v) Lessee shall keep any information gained from any such audit (including Lessee’s review or audit of Lessor’s books and record) confidential,
and shall cause Lessee’s employees and agents to keep such information confidential, and shall not disclose it to any other party, except to its attorneys and
accountants, in connection with litigation, or except as required by law.

(vi) Lessee’s exercise of its audit rights shall not relieve Lessee of its obligation to pay disputed amounts, and Lessee’s rights under this section
may only be exercised by Lessee if Lessee is not in default under this Lease during the period that Lessee is exercising its rights hereunder.

(vii) In no event shall this section be deemed to allow any review of any of Lessor’s records by any subtenant of Lessee. Lessee agrees that, absent
fraud or gross negligence, this section shall be the sole method to be used by Lessee to dispute concerning the subject matter herein payable or not payable by
Lessee pursuant to the terms of this Lease, and Lessee hereby waives any other rights at law or in equity relating thereto.
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8.7(b) Lessor’s Indemnity. Lessor shall indemnify, protect, defend and hold harmless the Premises, Lessee and its agents, Lessee’s sublessee’s or assignees,
partners, and lenders, from and against any and all claims and/or damages, liens, judgments, penalties, attorneys’ and consultants’ fees, expenses and/or
liabilities caused solely by Lessor’s gross negligence or willful misconduct. In any action or proceeding is brought against Lessee by reason of any of the
foregoing matters, Lessor shall upon notice, defend the same at Lessor’s expense by counsel reasonably satisfactory to Lessee and Lessee shall cooperate with
Lessor in such defense. Lessee need not have first paid any such claim in order to be defended or indemnified.

12.1(b) Subject to the provisions of Paragraph 12.1(c), Lessee shall have the right to assign this Lease or sublet the Premises, without Lessor’s consent, to a
subsidiary, affiliate or other organization in which Lessee is a majority owner or controlling shareholder or to the surviving entity in a merger, acquisition
divestiture or consolidation, provided that Lessee utilizes a form for the same which is approved by Lessor in advance and pursuant to which the transferee
assumes all of Lessee’s obligations hereunder and provided, further, that a fully executed copy of the transfer document is provided to Lessor within ten
(10) days following the date on which the transfer is effective.

55. Right to Lease. (a) Subject to the provisions of Paragraph 39, Lessee shall have a continuing right to lease (the “Right to Lease”) the space described in
subparagraph (b) if such space becomes available during the term of this Lease.

(b) This Right to Lease shall only apply to the following space in the Project located adjacent to the Premises on the 2  floor of 80 Swan Way, Oakland, CA
94621 (the “Adjacent Space”). References to the “Adjacent Space” shall refer to the portion in all of such space which is becoming available and which is the
subject of a written notice (“Offer Notice”) from Lessor under this Right to Lease.

(c) Prior to offering or leasing the Adjacent Space to anyone else Lessor shall give Lessee and Offer Notice of the availability of the Adjacent Space and the date
the existing tenant or occupant, if any, is expected to vacate such space. Such notice shall set forth the basic economic terms, including, but not limited to,
Lessor’s determination of the monthly Base Rent, an improvement allowance, if any, and all other economic terms and conditions (collectively, the “Lessor’s
Economic Terms”), upon which Lessor is willing to lease the Adjacent Space.

(d) For a period of ten (10) business days after the Lessor’s Economic Terms are given to Lessee in a notice from Lessor, time being of the essence, Lessee
shall have the right to give written notice to Lessor of Lessee’s exercise of its Right to Lease the Adjacent Space which is the subject of the Offer Notice. Lessee’s
notice must irrevocably elect to lease the Adjacent Space which is the subject of Lessor’s Offer Notice and may (i) accept the Lessor’s Economic Terms or
(ii) reject such Lessor’s Economic Terms and propose alternative economic terms (“Lessee’s Economic Terms”) which shall be set forth in the Lessee’s notice
exercising the Right to Lease. If Lessee’s exercise notice does not unequivocally accept the Lessor’s Economic Terms or
 

-5-

nd



propose Lessee’s Economic Terms, then the Lessee shall be deemed to have accepted the Lessor’s Economic Terms. If Lessee proposes Lessee’s Economic
Terms, the parties shall attempt to agree on the economic terms which shall apply. If the parties do not reach agreement within ten (10) days, then either party
may select a real estate broker to act as an arbitrator and shall notify the other party of such selection. Upon receipt of such notice selecting such broker, the
party receiving the notice may select another broker by giving written notice of such selection within five (5) days after the notice selecting the first broker is
received. If a second broker is timely selected, then the two brokers selected shall promptly, without conferring with or receiving any direction from the Lessor
or Lessee, select a third broker. If a second broker is not timely selected, then the first broker selected shall act as the sole arbitrator. The arbitrator or
arbitrators, as the case may be, shall, within thirty (30) days after appointment of the first (or only) broker, decide whether Lessor’s Economic Terms or
Lessee’s Economic Terms are closer to the fair market rental value of the Adjacent Space which was the subject of the Offer Notice and, within such thirty
(30) day period shall so advise the Lessor and Lessee in writing. The written decision shall be conclusive and the economic terms selected as being closer to
fair market rental value of the Adjacent Space shall be the terms on which the Adjacent Space which was the subject of the Offer Notice is leased to the Lessee.
If Lessee timely exercises its Right to Lease as provided herein, the parties will promptly execute an amendment to this Lease to include the Adjacent Space in
the Premises and to document the lease terms thereof. Failure to exercise such an amendment shall not prevent addition of the Adjacent Space to the Premises on
the terms proposed, agreed to or selected, as applicable, in accordance with the foregoing provisions. If Lessor has not timely received Lessee’s notice electing to
lease the Adjacent Space which was the subject of the Offer Notice, Lessee shall be conclusively presumed to have elected not to lease the Adjacent Space and,
subject to subparagraph (e) below, Lessor may thereafter freely lease the Adjacent Space to any prospective tenant for terms which are the same as or different
than the Lessor’s Economic Terms without having to re-offer the space to Lessee.

(e) If Lessor gives an Offer Notice to Lessee on or before November 1, 2010 and if some other party leases the space which is the subject of the Offer Notice,
then the definition of Adjacent Space to which the right described in this Paragraph 55 applies shall be modified to include space on the first floor of the
Building of not less than 3,000 rentable square feet and not more than 5,000 rentable square feet which has all of the following characteristics: (i) the space is
vacant and located on the first floor of the Building, (ii) the space is not subject to any lease or letter of intent and is not the subject of correspondence with any
prospective tenant, or with the agent or broker of such prospective tenant, indicating an interest in pursuing lease negotiations on such space, and (iii) the
space has been identified as the Adjacent Space to which this Paragraph 55 shall thereafter apply in a written notice from Lessor to Lessee. Lessor has not
made any representation to Lessee that any space satisfying the criterion in the preceding sentence will be available and has no obligation to refrain from leasing
or negotiating to lease space on the first floor of the Building so that space satisfying such criteria will be available. Lessor shall give the notice described in
clause (iii) of this subparagraph (e) to Lessee within thirty (30) days after a request by Lessee made after the initial Adjacent Space is leased to another tenant
which notice from Lessor shall identify the space, if any, which satisfies the criteria set forth in clauses (i) and (ii) of this subparagraph (e).
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WORK LETTER

This Work Letter shall set forth the terms and conditions relating to the construction of the Tenant Improvements in the Premises. This Work Letter is
essentially organized chronologically and addresses the issues of the construction of the Premises, in sequence, as such issues will arise during the actual
construction of Tenant Improvements, as defined below, in the Premises. All references in this Work Letter to Articles or Sections of “this Lease” shall mean
the relevant portion of the Standard Multi-Lessee Office Lease – Gross (“Lease”) between GSR II, LLC and LM Swan Way, LLC (collectively Lessor”) and
Higher One Payments, Inc. (“Lessee”) of which this Work Letter is a part, and all references in this Work Letter to Sections of “this Work Letter” shall mean
the relevant portion of Sections 1 through 6 of this Work Letter.

SECTION 1

PLANS AND SPECS FOR THE PREMISES

Lessor and Lessee have approved that certain space plan for the Premises prepared by Ware Malcomb, dated May 6, 2010, Scheme 01_B and 80 Swan
Way, Higher One – Tenant Improvements, Scope of Work (collectively the “Plans and Specs”) a copy of which is attached as Work Letter Schedule 1.
Immediately following Lessee’s execution and delivery of this Lease, Lessee shall cooperate in good faith with Lessor’s architects and engineers to supply such
information as is necessary to allow the Lessor’s architects and engineers to complete any required architectural and engineering drawings for the Premises.
Lessor shall construct the improvements in the Premises (the “Tenant Improvements”) pursuant to the Plans and Specs. Lessee shall make no changes or
modifications to the Plans and Specs without the prior written consent of Lessor, which consent may be withheld in Lessor’s sole discretion if such change or
modification would directly or indirectly delay the “Substantial Completion,” as that term is defined in Section 5.1 of this Work Letter, of the Premises or
increase the cost of constructing the Tenant Improvements.

SECTION 2

IMPROVEMENT DEPOSIT BY LESSEE

Upon Lessee’s execution of this Lease, Lessee shall deliver to Lessor cash in an amount (the “Improvement Deposit”) equal to Two Hundred Eighty Four
Thousand, Nine Hundred Forty-Four and 80/100 ($284,944.80). The Improvement Deposit shall be disbursed by Lessor for the design and construction of
the Tenant Improvements. If the Lease is terminated before the Tenant Improvements are completed, then Lessor shall be entitled to retain the unexpended
portion of the Improvement Deposit as consideration for entering into the Lease, which amount shall be deemed to have been earned and fully payable upon
execution of the Lease. In the event that after Lessee’s execution of this Lease, any revisions, changes, or substitutions shall be made to (i) the Plans and Specs,
or (ii) the Tenant Improvements, or in the event that Lessee requests revisions, changes, or substitutions in the work described in the Plans and Specs then
any additional costs which arise in connection with such revisions, changes or substitutions shall be
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paid by Lessee to Lessor immediately upon Lessor’s request as an addition to the Improvement Deposit.

SECTION 3

CONTRACTOR’S WARRANTIES AND GUARANTIES

Lessor hereby assigns to Lessee all warranties and guaranties by the contractor who constructs the Tenant Improvements (the “Contractor”) relating to
the Tenant Improvements, and Lessee hereby waives all claims against Lessor relating to, or arising out of the construction of, the Tenant Improvements.

SECTION 4

LESSEE’S COVENANTS

Lessee hereby indemnifies Lessor for any loss, claims, damages or delays arising from the actions of Lessee’s space planner/architect on the Premises or
in the Building. In addition, immediately after the “Substantial Completion” of the Premises, as that term is defined in Section 5.1 of this Work Letter, Lessee
shall have prepared and delivered to the Building a copy of the record set of plans and specifications (including all working drawings) for the Tenant
Improvements.

SECTION 5

COMPLETION OF THE TENANT IMPROVEMENTS:
LEASE COMMENCEMENT DATE

5.1 Ready for Occupancy. For purposes of this Lease, “Substantial Completion” of the Premises shall occur upon the completion of construction of the
Tenant Improvements in the Premises pursuant to the Plans and Specs (as reasonably determined by Lessor), with the exception of any punch list items, and
any Lessee fixtures, telephones and computers and any cabling related thereto, photocopy machines, work-stations (including any related fixture and/or
equipment electrification), built-in furniture, systems (including security and other Lessee systems) or equipment (including any related electrification) to be
installed by Lessee or under the supervision of Contractor.

5.2 Delay of the Substantial Completion of the Premises . Except as provided in this Section 5.2, the Lease Commencement Date shall occur on the date
of Substantial Completion of the Tenant Improvements as described in Section 5.1 above. Delay of the Commencement Date shall not extend the Expiration
Date of the Lease. If there shall be a delay or there are delays in the Substantial Completion of the Tenant Improvements as a direct, indirect, partial, or total
result of:

5.2.1 Lessee’s failure to timely approve any matter requiring Lessee’s approval;

5.2.2 A breach by Lessee of the terms of this Work Letter or the Lease;
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5.2.3 Lessee’s request for changes in the Plans and Specs or the Tenant Improvements;

5.2.4 Changes in any of the Plans and Specs because the same do not comply with applicable laws;

5.2.5 Lessee’s requirement for materials, components, finishes or improvements which are not available in a commercially reasonable time given
the anticipated date of Substantial Completion of the Tenant Improvements, as set forth in the Lease, or which are different from, or not included in, Lessor’s
standard improvement package items for the Building in which the Premises are located;

5.2.6 Changes to the base, shell and core work of the Building required by the Plans and Specs;

5.2.7 Any other acts or omissions of Lessee, or its agents, or employees; or,

5.2.8 Any event or occurrence which is not within the reasonable control of the Lessor, including without limitation, any action by any labor
union, any change in law or any direction given by any governmental agency or bureau, or any person acting on its behalf, any casualty, theft or vandalism
or any unavailability of any materials.

then, notwithstanding anything to the contrary set forth in the Lease or this Work Letter and regardless of the actual date of the Substantial Completion of the
Premises, the date of Substantial Completion of the Premises shall be deemed to be the date the Substantial Completion of the Premises would have occurred if
no Lessee delay or delays, as set forth above, had occurred. If the sole basis of delay in Substantial Completion of the Premises is a delay caused by any event
or occurrence described in Section 5.2.8 (and not in any of Sections 5.2.1 through 5.2.7 inclusive) then the payment of rent shall not commence on the
Commencement Date, but on the date of actual Substantial Completion of the Premises.

SECTION 6

MISCELLANEOUS

6.1 Lessee’s Entry Into the Premises Prior to Substantial Completion . Provided that Lessee and its agents do not interfere with Contractor’s work in the
Building and the Premises, Contractor shall allow Lessee access to the Premises prior to the Substantial Completion of the Premises for the purpose of Lessee
installing overstandard equipment or fixtures (including Lessee’s data and telephone equipment) in the Premises. Prior to Lessee’s entry into the Premises as
permitted by the terms of this Section 6.1, Lessee shall submit a schedule to Lessor and Contractor, for their approval, which schedule shall detail the timing
and purpose of Lessee’s entry. Lessee shall hold Lessor harmless from and indemnify, protect and defend Lessor against any loss or damage to the Building or
Premises and against injury to any persons caused by Lessee’s actions pursuant to this Section 6.1.
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6.2 Freight Elevators. Lessor shall, consistent with its obligations to other tenants of the Building, make the freight elevator reasonably available to
Lessee in connection with initial decorating, furnishing and moving into the Premises.

6.3 Lessee’s Representative. Lessee has designated Mark Volchek as its sole representative with respect to the matters set forth in this Work Letter, who,
until further notice to Lessor, shall have full authority and responsibility to act on behalf of the Lessee as required in this Work Letter.

6.4 Lessor’s Representative. Lessor has designated John Gilmore as its sole representative with respect to the matters set forth in this Work Letter, who,
until further notice to Lessee, shall have full authority and responsibility to act on behalf of the Lessor as required in this Work Letter.

6.5 Time of the Essence in This Work Letter. Unless otherwise indicated, all references herein to a “number of days” shall mean and refer to calendar
days. In all instances where Lessee is required to approve or deliver an item, if no written notice of approval is given or the item is not delivered within the
stated time period, at Lessor’s sole option, at the end of such period the item shall automatically be deemed approved or delivered by Lessee and the next
succeeding time period shall commence.

6.6 Lessee’s Lease Default. Notwithstanding any provision to the contrary contained in this Lease, if an event of default as described in the Lease, or a
default by Lessee under this Work Letter, has occurred at any time on or before the Substantial Completion of the Premises, then (i) in addition to all other
rights and remedies granted to Lessor pursuant to the Lease, Lessor shall have the right to cause Contractor to cease the construction of the Premises (in which
case, Lessee shall be responsible for any delay in the Substantial Completion of the Premises caused by such work stoppage as set forth in Section 5 of this
Work Letter), and (ii) all other obligations of Lessor under the terms of this Work Letter shall be forgiven until such time as such default is cured pursuant to
the terms of the Lease.

6.7 Cooperation by Lessee. Lessee acknowledges that the timing of the completion of the Tenant Improvements is of the utmost importance to Lessor.
Accordingly, Lessee hereby agrees to fully and diligently cooperate with all reasonable requests by Lessor in connection with or related to the design and
construction of the Tenant Improvements, and in connection therewith, shall respond to Lessor’s requests for information and/or approvals, except as
specifically set forth herein to the contrary, within two (2) business days following request by Lessor.
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Schedule 1 to Work Letter
Plans and Specs

80 Swan Way

Higher One - Tenant Improvements
Scope of Work

Demolition
 

 •  Interior Walls
 

 •  Ceilings
 

 •  Lighting
 

 •  Doors (some will be re-used)

Carpentry & Drywall
 

 •  Interior Walls per architect’s space plan
 

 •  Level 4 finish on all walls

Cabinets
 

 •  Break room cabinets and countertops per architect’s space plan

Insulation
 

 •  Building insulation per code

Doors, Frames, & Hardware
 

 •  Re-use solid core wood doors and frames (except for 6 new glass conf. room door)
 

 •  New exterior access door (from break room to perimeter deck)

Glass & Glazing
 

 •  Frameless glass wall and door for large executive conference room per architect’s space plan
 

 •  Storefront glass walls and doors for five other conference rooms per architect’s space plan

Tile
 

 •  12”x12” Ceramic tile in reception area per architect’s space plan

Acoustical Ceiling
 

 •  New T-bar ceiling grid
 

 •  New 2  look acoustical ceiling tiles

Flooring
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 •  New rolled carpet, pad, and base in all office and conference room areas
 

 •  New VCT and base in break room, printing/shipping, closet, and storage room
 

 •  New static free VCT and base in server room

Painting
 

 •  Paint (3 coats) all interior walls
 

 •  2 color scheme (base color + accent walls)

Fire extinguishers & alarm
 

 •  Install 4 new fire extinguishers
 

 •  Disconnect and reinstall 2  floor fire alarm

Plumbing
 

 •  Install required plumbing supply and drain lines for new kitchen sink
 

 •  Re-use existing kitchen sink and faucet

HVAC
 

 •  Modify and expand existing ductwork, dampers, and thermostats to accommodate entire suite
 

 •  Testing and balancing

Electrical
 

 •  104 new 2’x4’ ceiling lights (troffers) for entire suite (standard lighting per code – Title 24)
 

 •  13 new ceiling lights (hanging troffers) in conference rooms (standard lighting per code – Title 24)
 

 •  84 outlets on 38 circuits
 

 •  Exit and emergency lighting per code
 

 •  4 dedicated circuits for server room

Phone/Data
 

 •  Rough-in data and phone to each workstation, conference room, server room, break-room, file room, reception, and shipping room.

Required Tenant Selections
 

•  Break room cabinet and countertop colors
 

•  Paint Colors
 

•  Carpet Style/Color
 

•  Tile Style/Color
 

•  VCT Color
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OPTION(S) TO EXTEND
STANDARD LEASE ADDENDUM

 
Dated  May 21, 2010

By and Between (Lessor)   GSR II, LLC and LM Swan Way, LLC (please see Exhibit A for Lessor description)

By and Between (Lessee)   Higher One Payments, Inc.

   

Address of Premises:  80 Swan Way, Oakland, Suite 200 & 201, CA 94621

   

Paragraph                     
 
A. OPTION(S) TO EXTEND:

Lessor hereby grants to Lessee the option to extend the term of this Lease for one additional thirty six month period(s) commencing when the prior term expires
upon each and all of the following terms and conditions:

(i) In order to exercise an option to extend, Lessee must give written notice of such election to Lessor and Lessor must receive the same at least 6
but not more than 9  months prior to the date that the option period would commence, time being of the essence. If proper notification of the exercise of an option
is not given and/or received, such option shall automatically expire. Options (if there are more than one) may only be exercised consecutively.

(ii) The provisions of paragraph 39, including those relating to Lessee’s Default set forth in paragraph 39.4 of this Lease, are conditions of this
Option.

(iii) Except for the provisions of this Lease granting an option or options to extend the term, all of the terms and conditions of this Lease except
where specifically modified by this option shall apply.

(iv) This Option is personal to the original Lessee, and cannot be assigned or exercised by anyone other than said original Lessee and only while
the original Lessee is in full possession of the Premises and without the intention of thereafter assigning or subletting.

(v) The monthly rent for each month of the option period shall be calculated as follows, using the method(s) indicated below: (Check Method(s) to
be Used and Fill in Appropriately)
 
¨ I. Cost of Living Adjustment(s) (COLA)
 

a. On (Fill in COLA Dates):   
 
 
the Base Rent shall be adjusted by the change, if any, from the Base Month specified below, in the Consumer Price Index of the Bureau of Labor Statistics of
the U.S. Department of Labor for (select one):  ¨  CPI W (Urban Wage Earners and Clerical Workers) or  ̈   CPI U (All Urban Consumers), for (Fill in
Urban Area):
 
 
All Items (1982-1984 = 100), herein referred to as “CPI”.

b. The monthly rent payable in accordance with paragraph A.l.a. of this Addendum shall be calculated as follows: the Base Rent set forth in paragraph
1.5 of the attached Lease, shall be multiplied by a fraction the numerator of which shall be the CPI of the calendar month 2 months prior to the month(s)
specified in paragraph A.l.a. above during which the adjustment is to take effect, and the denominator of which shall be the CPI of the calendar month which
is 2 months prior to (select one):  ¨  the first month of the term of this Lease as set forth in paragraph 1.3 (“Base Month”) or  ¨  
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(Fill in Other “Base Month”):
 
 
The sum so calculated shall constitute the new monthly rent hereunder, but in no event, shall any such new monthly rent be less than the rent payable for the
month immediately preceding the rent adjustment.

c. In the event the compilation and/or publication of the CPI shall be transferred to any other governmental department or bureau or agency or shall be
discontinued, then the index most nearly the same as the CPI shall be used to make such calculation. In the event that the Parties cannot agree on such
alternative index, then the matter shall be submitted for decision to the American Arbitration Association in accordance with the then rules of said Association
and the decision of the arbitrators shall be binding upon the parties. The cost of said Arbitration shall be paid equally by the Parties.
 
x II. Market Rental Value Adjustment(s) (MRV)

a. On the first day of the extended term (Fill in MRV Adjustment Date(s)) Base Rent shall be 95% of Market Rental Value determined by the process
outlined below:

the Base Rent shall be adjusted to the “Market Rental Value” of the property as follows:

1) Four months prior to each Market Rental Value Adjustment Date described above, the Parties shall attempt to agree upon what the new MRV
will be on the adjustment date. If agreement cannot be reached, within thirty days, then:

(a) Lessor and Lessee shall immediately appoint a mutually acceptable appraiser or broker to establish the new MRV within the next 30
days. Any associated costs will be split equally between the Parties, or

(b) Both Lessor and Lessee shall each immediately make a reasonable determination of the MRV and submit such determination, in
writing, to arbitration in accordance with the following provisions:

(i) Within 15 days thereafter, Lessor and Lessee shall each select an ¨ appraiser or x broker (“Consultant” - check one) of their
choice to act as an arbitrator. The two arbitrators so appointed shall immediately, without consulting with or receiving direction from the Party which selected
the arbitrator, select a third mutually acceptable Consultant to act as a third arbitrator.

(ii) The 3 arbitrators shall within 30 days of the appointment of the third arbitrator reach a decision as to what the actual MRV for
the Premises is, and whether Lessor’s or Lessee’s submitted MRV is the closest thereto. The decision of a majority of the arbitrators shall be binding on the
Parties. The submitted MRV which is determined to be the closest to the actual MRV shall thereafter be used by the Parties.

(iii) If either of the Parties fails to appoint an arbitrator within the specified 15 days, the arbitrator timely appointed by one of them
shall reach a decision on his or her own, and said decision shall be binding on the Parties.

(iv) The entire cost of such arbitration shall be paid by the party whose submitted MRV is not selected, ie. the one that is NOT the
closest to the actual MRV.

2) Notwithstanding the foregoing, the new MRV shall not be less than the Base Rent rent-payable for the month immediately preceding the rent
adjustment.

b. Upon the establishment of each New Market Rental Value:

1) the new MRV will become the new “Base Rent” for the purpose of calculating any further Adjustments, and

2) the first month of each Market Rental Value term shall become the new “Base Month” for the purpose of calculating any further Adjustments.
 
¨ III. Fixed Rental Adjustment(s) (FRA)

The Base Rent shall be increased to the following amounts on the dates set forth below:
 

On (Fill in FRA Adjustment Date(s)):  The New Base Rent shall be:
   
   
   
   
   
   
   
   
   
   

 
B. NOTICE:

Unless specified otherwise herein, notice of any rental adjustments, other than Fixed Rental Adjustments, shall be made as specified in paragraph
23 of the Lease.
 
C. BROKER’S FEE:
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The Brokers shall be paid a Brokerage Fee for each adjustment specified above in accordance with paragraph 15 of the Lease.

NOTICE: These forms are often modified to meet changing requirements of law and industry needs. Always write or call to make sure you are
utilizing the most current form: AIR Commercial Real Estate Association, 800 W 6th Street, Suite 800, Los Angeles, CA 90017. Telephone No.
(213) 687-8777. Fax No.: (213) 687-8616.
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Exhibit 21.1

SUBSIDIARIES OF HIGHER ONE HOLDINGS, INC.
 

Subsidiary   Jurisdiction of Incorporation  
Higher One, Inc.(1)    Delaware  
Higher One Payments, Inc.(2)    California  
Higher One Machines, Inc.(2)    Delaware  
Higher One Real Estate, Inc. (2)    Delaware  
Higher One Real Estate SP, LLC (3)    Delaware  

 
(1) 100% owned by Higher One Holdings, Inc.
(2) 100% owned by Higher One, Inc.
(3) 100% owned by Higher One Real Estate, Inc.



Exhibit 23.1

CONSENT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

We hereby consent to the incorporation by reference in the Registration Statement on Form S-8 (No. 333-168549) of Higher One Holdings, Inc. of our report
dated February 23, 2011 relating to the financial statements which appears in this Form 10-K.

/s/PricewaterhouseCoopers LLP

Hartford, Connecticut
February 23, 2011



Exhibit 23.2

CONSENT OF INDEPENDENT ACCOUNTANTS

We hereby consent to the incorporation by reference in the Registration Statement on Form S-8 of our report dated March 16, 2010 relating to the March 31,
2009 and 2008 financial statements of Informed Decisions Corporation appearing in this annual report on Form 10-K of Higher One Holdings, Inc. for the
year ended December 31, 2010.

/s/ Burr Pilger Mayer, Inc.

Burr Pilger Mayer, Inc.
Walnut Creek, California
February 23, 2011



Exhibit 31.1

CERTIFICATE OF CHIEF EXECUTIVE OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Dean Hatton, certify that:
 

1. I have reviewed this annual report on Form 10-K for the year ended December 31, 2010 of Higher One Holdings, Inc.;
 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

 

 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 

 
(b) Designed such internal control 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;

 

 
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 

 
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent

fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 

 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably

likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 

 
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control

over financial reporting.
 
Dated: February 23, 2011  /s/ Dean Hatton

 

Dean Hatton
President and Chief Executive Officer



Exhibit 31.2

CERTIFICATE OF CHIEF FINANCIAL OFFICER
PURSUANT TO SECTION 302 OF THE SARBANES-OXLEY ACT OF 2002

I, Mark Volchek, certify that:
 

1. I have reviewed this annual report on Form 10-K for the year ended December 31, 2010 of Higher One Holdings, Inc.;
 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material fact necessary to make the
statements made, in light of the circumstances under which such statements were made, not misleading with respect to the period covered by this report;

 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly present in all material respects the
financial condition, results of operations and cash flows of the registrant as of, and for, the periods presented in this report;

 

4. The registrant’s other certifying officer and I are responsible for establishing and maintaining disclosure controls and procedures (as defined in
Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))
for the registrant and have:

 

 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be designed under our supervision, to

ensure that material information relating to the registrant, including its consolidated subsidiaries, is made known to us by others within those
entities, particularly during the period in which this report is being prepared;

 

 
(b) Designed such internal control 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;

 

 
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our conclusions about the

effectiveness of the disclosure controls and procedures, as of the end of the period covered by this report based on such evaluation; and
 

 
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred during the registrant’s most recent

fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report) that has materially affected, or is reasonably likely to materially
affect, the registrant’s internal control over financial reporting; and

 

5. The registrant’s other certifying officer and I have disclosed, based on our most recent evaluation of internal control over financial reporting, to the
registrant’s auditors and the audit committee of the registrant’s board of directors (or persons performing the equivalent functions):

 

 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial reporting which are reasonably

likely to adversely affect the registrant’s ability to record, process, summarize and report financial information; and
 

 
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in the registrant’s internal control

over financial reporting.
 
Dated: February 23, 2011   /s/ Mark Volchek

  

Mark Volchek
Chief Financial Officer



Exhibit 32.1

CERTIFICATE OF CHIEF EXECUTIVE OFFICER
PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report on Form 10-K of Higher One Holdings, Inc. (the “Company”) for the year ended December 31, 2010 as filed with
the Securities and Exchange Commission (the “Report”), I, Dean Hatton, Chief Executive Officer of the Company, certify, pursuant to 18 U.S.C. § 1350, as
adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:
 

 (1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 

 (2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
Dated: February 23, 2011  /s/ Dean Hatton

 

Dean Hatton
President and Chief Executive Officer

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.



Exhibit 32.2

CERTIFICATE OF CHIEF FINANCIAL OFFICER
PURSUANT TO

SECTION 906 OF THE SARBANES-OXLEY ACT OF 2002

In connection with the annual report on Form 10-K of Higher One Holdings, Inc. (the “Company”) for the year ended December 31, 2010 as filed with
the Securities and Exchange Commission (the “Report”), I, Mark Volchek, Chief Financial Officer of the Company, certify, pursuant to 18 U.S.C. § 1350,
as adopted pursuant to § 906 of the Sarbanes-Oxley Act of 2002, that:
 

 (1) the Report fully complies with the requirements of Section 13(a) or 15(d) of the Securities Exchange Act of 1934; and
 

 (2) the information contained in the Report fairly presents, in all material respects, the financial condition and results of operations of the Company.
 
Dated: February 23, 2011   /s/ Mark Volchek

  

Mark Volchek
Chief Financial Officer

A signed original of this written statement required by Section 906 has been provided to the Company and will be retained by the Company and
furnished to the Securities and Exchange Commission or its staff upon request.
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