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Approximate date of commencement of proposed sale to the public: As soon as practicable after the effective date of this Registration
Statement.

If any of the securities being registered on this Form are to be offered on a delayed or continuous basis pursuant to Rule 415 under the Securities
Act of 1933, check the following box. ~

If this Form is filed to register additional securities for an offering pursuant to Rule 462(b) under the Securities Act, check the following box and
list the Securities Act registration statement number of the earlier effective registration statement for the same offering. ~

If this Form is a post-effective amendment filed pursuant to Rule 462(c) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.

If this Form is a post-effective amendment filed pursuant to Rule 462(d) under the Securities Act, check the following box and list the Securities
Act registration statement number of the earlier effective registration statement for the same offering.
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Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, or a smaller reporting
company. See the definitions of large accelerated filer, accelerated filer and smaller reporting company in Rule 12b-2 of the Exchange Act
(Check one):

Large accelerated filer ~ Accelerated filer ~ Non-accelerated filer x Smaller reporting company
(Do not check if a smaller reporting company)

CALCULATION OF REGISTRATION FEE

Proposed maximum

Title of each class of aggregate
Amount to be Proposed maximum Amount of
securities to be registered Registered (1) offering price per unit offering price (2) registration fee (3)
Common Stock, $0.001 par value per share 16,387,500 $ 17.00 $ 278,587,500 $ 12,734.00

(1) Includes (i) shares of common stock to be offered by the registrant and the selling stockholders in this offering and (ii) shares of common stock that may be
purchased by the underwriters from the registrant and the selling stockholders upon the exercise of the underwriters option to purchase additional shares.

(2) Estimated solely for the purpose of calculating the registration fee pursuant to Rule 457(a) under the Securities Act.

(3) The registration fee payable with respect to the registered securities has been offset as permitted by Rule 457(b) in the amount of $7,130, which was
previously paid by the registrant on March 24, 2010 in connection with the registration of $100,000,000 of securities.

The Registrant hereby amends this Registration Statement on such date or dates as may be necessary to delay its effective date until the
Registrant shall file a further amendment which specifically states that this Registration Statement shall thereafter become effective in
accordance with Section 8(a) of the Securities Act of 1933 or until the Registration Statement shall become effective on such date as the
Commission, acting pursuant to said Section 8(a), may determine.
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The information in this preliminary prospectus is not complete and may be changed. These securities may not be sold until the registration
statement filed with the Securities and Exchange Commission is effective. This preliminary prospectus is not an offer to sell nor does it seek an
offer to buy these securities in any jurisdiction where the offer or sale is not permitted.

Subject to Completion. Dated June 2, 2010.

14,250,000 Shares

Higher One Holdings, Inc.

Common Stock

This is an initial public offering of shares of common stock of Higher One Holdings, Inc.

Higher One Holdings, Inc. is offering 3,103,822 of the shares to be sold in this offering. The selling stockholders identified in this prospectus,
including certain of our directors and officers, are offering an additional 11,146,178 shares. Higher One Holdings, Inc. will not receive any of
the proceeds from the sale of the shares being sold by the selling stockholders.

Prior to this offering, there has been no public market for the common stock. It is currently estimated that the initial public offering price per
share will be between $15.00 and $17.00. Higher One Holdings, Inc. intends to list the common stock on the New York Stock Exchange under
the symbol ONE .

See Risk Factors beginning on page 11 to read about factors you should consider before buying shares of our common stock.

Neither the Securities and Exchange Commission nor any other regulatory body has approved or disapproved of these securities or
passed upon the accuracy or adequacy of this prospectus. Any representation to the contrary is a criminal offense.

Per Share Total
Initial public offering price $ $
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Underwriting discount $ $
Proceeds, before expenses, to

Higher One Holdings, Inc. $ $
Proceeds, before expenses, to the selling stockholders $ $

To the extent that the underwriters sell more than 14,250,000 shares of common stock, the underwriters have the option to purchase up to an
additional 2,137,500 shares from us and the selling stockholders at the initial public offering price less the underwriting discount.

The underwriters expect to deliver the shares against payment in New York, New York on ,2010.

Goldman, Sachs & Co.

UBS Investment Bank

Piper Jaffray Raymond James William Blair & Company
JMP Securities

Prospectus dated ,2010.
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We are responsible for the information contained in this prospectus. We have not authorized anyone to give you any other information, and we
take no responsibility for any other information that others may give you. We are not making an offer to sell these securities in any jurisdiction
where the offer or sale is not permitted. You should not assume that the information contained in this prospectus is accurate as of any date other

than the date of this prospectus.
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PROSPECTUS SUMMARY

The following summary contains a brief overview of the key aspects of the offering that are the most significant. For a more complete
understanding of the information that you may consider important before investing in our common stock, we encourage you to read this entire
prospectus carefully. In particular, you should read the sections entitled Risk Factors and Management s Discussion and Analysis of
Financial Condition and Results of Operations and the consolidated financial statements and the notes relating to those statements included
elsewhere in this prospectus.

Our Company

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-insured deposit account provided by our bank partner, a 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.

We have experienced significant growth since our inception in 2000, which we believe demonstrates the benefits and convenience our products
provide to our customers, as well as the complementary nature of our higher education institution services and student services. As of March 31,
2010, 402 campuses serving approximately 2.7 million students had purchased the OneDisburse service and 293 campuses serving
approximately 2.2 million students had contracted to
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use one or more of our payment products and services. From 2003 through 2009, our disbursement services and our student banking services
have experienced consistent annual growth. Since our initial product launch in 2002 and as of March 31, 2010, we have completed disbursement
transactions with a total cash value of approximately $13.6 billion. In addition, as of March 31, 2010, we had approximately 1.2 million
OneAccounts, representing growth in the number of OneAccounts of 84% from March 31, 2009.

In 2009, our total revenue, adjusted EBITDA, adjusted net income and net income were approximately $75.5 million, $30.5 million, $18.1

million and $14.2 million, respectively, which represents three-year compounded annual growth rates over 2006 of approximately 68%, 192%,
74% and 62%, respectively. See Summary Summary Consolidated Financial Data for definitions of adjusted EBITDA and adjusted net income
and reconciliations to net income. In 2009, excluding revenue generated by our recent acquisition of CASHNet, we generated over 90% of our
revenue from contracts signed in prior years.

Investment Highlights

We believe that an investment in our common stock benefits from the following key factors:

Most Comprehensive Suite of Products and Services. We believe that none of our competitors can match our ability to provide
solutions to higher education institutions financial services needs, including compliance monitoring, while simultaneously meeting the
retail banking needs of students.

Diversified Client Base. Our higher education institutional client base is very diverse, spanning colleges, universities and other
higher education institutions in 46 states, with no single campus accounting for more than 4% of our revenue in 20009.

Focus on Customer Service and Satisfaction. We believe we provide superior customer service. Our after-sales service for higher
education institutional clients is focused on person-to-person assistance with our technology and software solutions. Our after-sales
service for our student banking customers is designed to provide cost-effective technology-based customer service. We believe that
our over 97% retention rate since 2003 among our higher education institutional clients, including clients of CASHNet, demonstrates
the level of our client and customer satisfaction.

Predictable Revenue Streams. The majority of our revenue each year is generated through existing relationships with higher
education institutions and their campus communities. For example, in 2009, excluding revenue generated by our recent acquisition of
CASHNet, we generated over 90% of our revenue from contracts signed in prior years. This, coupled with our over 97% retention rate
since 2003 among our higher education institutional clients, including clients of CASHNet, provides a relatively stable and predictable
revenue stream. This visibility allows us to appropriately manage our expenses and investments.

Scalable Business Model. Our scalable technology and infrastructure permits us to significantly expand our business in a
cost-effective manner. Our products and services are based on a combination of our proprietary software applications, third-party
technology and infrastructure solutions and business processes that can be used for multiple clients without significant cost
implications.

Experienced Management Team With A Proven Track Record. Our senior management team, which includes two of our three
founders, has been with us for an average of eight years and is primarily responsible for our company s rapid growth.
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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:

Expand the Number of Contracted Higher Education Institutions. We continue to add to our client base. We believe that as of
March 31, 2010 we have only accessed 14% and 12% of the potential market for our disbursement products and payment products,
respectively, and that a large proportion of the remaining potential clients still rely primarily on inefficient in-house disbursement and
payment solutions and would benefit from our industry-leading suite of electronic products and services.

Increase OneAccount Usage. We are focused on increasing the number of OneAccount users at our higher education institutional
clients, as well as encouraging OneAccount holders to increase their use of their accounts and increasing our penetration and usage
rates among students at our existing OneDisburse clients.

Cross-Sell Our Existing Products and Services. We intend to cross-sell our products and services though bundled packages and
pricing, particularly by pursuing the cross-selling opportunities presented by our acquisition of CASHNet in November 2009. At the
time of the acquisition, there was only a 6% overlap of students enrolled at clients using both Higher One and CASHNet products and
services.

Enhance and Extend Our Products and Services. We intend to continue to anticipate and monitor customer and client needs and
to respond by developing and introducing new products and services and upgrading or modifying our existing offerings.

Pursue Strategic Partnerships and Opportunistic Acquisitions. We intend to selectively consider acquisitions of, and
investments in, companies or joint ventures that offer complementary products and services.
Risk Factors

We face risks in operating our business, including risks that may prevent us from achieving our business objectives or that may materially and
adversely affect our business, financial condition and operating results. You should carefully consider these risks, including the risks discussed
in the section entitled Risk Factors beginning on page 11, before investing in our company. Risks relating to our business and industry include:

we may face substantial and increasing competition in the industries in which we do business;

the fees that we generate are subject to competitive pressures and are subject to change;

fees for financial services are subject to increasingly intense legislative and regulatory scrutiny;

the convenience fees that we charge are subject to change;

we depend on the availability of financial aid and the current government financial aid regime that relies on the outsourcing of
financial aid disbursements through higher education institutions;
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growth of our business;
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we outsource critical operations, including certain banking services, which exposes us to risks related to our third-party vendors;

we may face breaches of security measures, unauthorized access to or disclosure of data relating to our clients, fraudulent activity and
infrastructure failures;

our disbursement services to higher education institutions is an emerging and uncertain business; and

we depend 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.
Our Corporate History and Other Information

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. In November 2009, we acquired Informed
Decisions Corporation, which we renamed Higher One Payments, Inc. and which does business as CASHNet. CASHNet is a leader in providing
cashiering and payment solutions for higher education. On March 26, 2010, our stockholders and board of directors approved a 3-for-1 stock
split of our common stock subject to and contingent upon the consummation of this offering.

Our principal executive offices are located at 25 Science Park, New Haven, Connecticut 06511. Our telephone number at that location is

(203) 776-7776. We maintain a website at www.higherone.com on which we will post all reports we file with the Securities and Exchange
Commission under Section 13(a) of the Securities Exchange Act of 1934, as amended, after the closing of this offering. We also will post on this
site our key corporate governance documents, including our board committee charters, our ethics policy and our principles of corporate
governance. Information on our website is not a part of this prospectus and should not be relied upon in determining whether to make an
investment decision.
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Common stock offered by us

Common stock offered by the selling stockholders

Common stock to be outstanding after this offering

Use of proceeds

Dividends

Proposed New York Stock Exchange symbol
Risk Factors

The Offering

3,103,822 shares

11,146,178 shares

55,317,703 shares

We estimate that the net proceeds to us from this offering, after
deducting underwriting discounts and commissions and estimated
offering expenses payable by us, will be approximately $43.5
million (or approximately $50.4 million if the underwriters exercise
their option to purchase additional shares in full), assuming an
initial offering price of $16.00 per share, the mid-point of the range
of prices set forth on the cover of this prospectus.

We will not receive any proceeds from the sale of shares by the
selling stockholders. The selling stockholders include certain
members of our board of directors and each of our named executive
officers. See Use of Proceeds and Principal and Selling
Stockholders.

We intend to use $10.5 million of the net proceeds we receive from
this offering for the repayment of amounts outstanding under our
senior secured revolving credit facility and $8.25 million to satisfy
our post-closing obligations under the CASHNet stock purchase
agreement dated November 19, 2009. We do not have a current
specific plan for the remaining net proceeds, which we intend to use
for general corporate purposes. See Use of Proceeds.

We do not anticipate paying any cash dividends in the foreseeable
future.

ONE

See Risk Factors beginning on page 11 and other information
included in this prospectus for a discussion of factors that you
should carefully consider before investing in our common stock.

The number of shares of common stock that will be outstanding after this offering in the table above includes 43,344 shares of restricted stock
issued but not yet vested under our 2000 Stock Option Plan and 542,991 shares expected to be issued upon exercise of stock options concurrent
with this offering, and excludes 7,696,296 shares of common stock issuable upon exercise of outstanding stock options with a weighted average
exercise price of $3.30 per share, of which 4,735,125 were vested as of May 1, 2010.

Except as otherwise noted, all information in this prospectus:

assumes that the underwriters do not exercise their option to purchase up to 2,137,500 additional shares of common stock from us and

the selling stockholders;
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assumes a 3-for-1 stock split of our common stock subject to and contingent upon the consummation of this offering;

assumes our second amended and restated certificate of incorporation and amended and restated bylaws have become effective; and

gives effect to the conversion of all outstanding shares of our convertible preferred stock that were outstanding prior to this offering
into an aggregate of 12,975,169 shares of our common stock.
Summary Consolidated Financial Data

You should read the data set forth below in conjunction with our consolidated financial statements and related notes and Management s
Discussion and Analysis of Financial Condition and Results of Operations and other financial information included elsewhere in this prospectus.
We derived the summary financial data as of December 31, 2008 and 2009 and for each of the three years ended December 31, 2007, 2008 and
2009 from our audited consolidated financial statements and the related notes appearing elsewhere in this prospectus. We derived the summary
financial data as of December 31, 2007 from our audited financial statements and the related notes not included in this prospectus. The summary
financial data as of March 31, 2010 and for the three months ended March 31, 2009 and 2010 have been derived from our unaudited financial
statements and related notes appearing elsewhere in this prospectus which, in the opinion of our management, have been prepared on the same
basis as the audited financial statements and include all adjustments, consisting only of normal recurring adjustments, necessary for a fair
statement of our operating results and financial position as of those dates and for those periods. The summary financial data for the three months
ended March 31, 2010 are not necessarily indicative of our results for the year ending December 31, 2010 and our historical results are not
necessarily indicative of our results for any future period.

The pro forma income statement data for the year ended December 31, 2009 set forth below gives pro forma effect to our acquisition of
CASHNet in November 2009 as if the acquisition had occurred on January 1, 2009. The pro forma financial data was derived from our

Unaudited Pro Forma Financial Information included elsewhere in this prospectus. The pro forma summary financial data is not necessarily
indicative of our results for any future period.
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Consolidated Statement of Income Data

Historical Pro Forma Historical
Three Months
Year Ended December 31, Ended March 31,
2007 2008 2009 2009 2009 2010
(unaudited) (unaudited) (unaudited)
(in thousands, except share and per share amounts)
Revenue $ 27,978 $ 44,006 $ 75,517 $ 92,549 $ 17,235 $ 37,568
Cost of revenue 11,140 16,302 24,440 36,494 4,740 11,237
Gross margin 16,838 27,704 51,077 56,055 12,495 26,331
Operating expenses 12,625 17,753 28,396 35,436 6,021 12,672
Income from operations 4,213 9,951 22,681 20,619 6,474 13,659
Other income (expense) (569) (26) (537) (1,436) (161) (228)
Income before income taxes 3,644 9,925 22,144 19,183 6,313 13,431
Income tax expense 1,362 3,547 7,925 6,908 2,267 5,167
Net income 2,282 6,378 14,219 12,275 4,046 8,264
Less: Effect of redemption of preferred
stock 80,744(2)
Less: Net income allocable to
participating securities 1,808 2) 11,477 9,907 3,311 6,552
Net income (loss) available to common
shareholders $ 474 $  (74,366)(2) $ 2,742 $ 2,368 $ 735 $ 1,712
Net income (loss) per common share:
Basic(1) $ 0.04 $ (7.22)(2) $ 0.29 $ 0.25 $ 0.09 $ 0.17
Diluted(1) 0.04 (7.22)(2) 0.27 0.23 0.08 0.15
Weighted average common shares
outstanding:
izl 10,957,833 10,306,392 9,298,131 9,298,131 8,642,007 10,129,902
Diluted(1) 57,090,867 10,306,392 53,150,890 53,150,890 52,340,281 54,871,662
(1) Assumes a 3-for-1 stock split of our common stock subject to and contingent upon the consummation of this offering.
2) These amounts have been restated. Please see Note 17 to the consolidated financial statements included elsewhere in this prospectus.
7
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Consolidated Balance Sheet Data

As of December 31, As of March 31,
2010 2010
2007 2008 2009 Actual As Adjusted (1)
(in thousands) (unaudited)

Cash and cash equivalents $ 9,755 $ 1,488 $ 3,339 $10,621 $ 35,329
Total assets 18,423 13,665 58,695 66,683 91,391
Total debt and capital lease obligations, including current
maturities 1,172 18,934 27,647 18,489 4
Total liabilities 22,675 25,402 51,589 48,324 29,839
Total stockholders equity (4,252) (11,737) 7,106 18,359 61,552

e))

Gives effect to (a) the sale by us of 3,103,822 shares of common stock in this offering at an assumed initial public offering price of
$16.00 per share, the mid-point of the range of prices set forth on the cover of this prospectus, after deducting the underwriting discounts
and commissions and estimated offering expenses payable by us, (b) the use of $10.5 million of the net proceeds of this offering for the
repayment of amounts outstanding under our Credit Facility and (c) the use of $8.25 million of the net proceeds of this offering for
certain post-closing costs related to our acquisition of CASHNet. See Use of Proceeds.

Consolidated Other Data

Three Months Ended
Year Ended December 31, March 31,
2007 2008 2009 2009 2010
(in thousands) (unaudited)
Adjusted EBITDA(1) $5473 $13,140 $30,516 $ 8,106 $ 17,935
Adjusted net income(2) 2,434 7,725 18,091 4,831 10,565
Number of students enrolled at OneDisburse client higher education institutions at end
of period 1,011 1,605 2,331 1,830 2,663
Number of students enrolled at payment transaction client higher education institutions
at end of period 3 29 1,949 29 2,202
Number of OneAccounts at end of period 359 554 1,004 656 1,207

6]

We define adjusted EBITDA as net income before interest, taxes and depreciation and amortization, or EBITDA, adjusted to eliminate
warrant fair value adjustment related to remeasuring the preferred stock warrant liabilities to fair market value each period, stock-based
customer acquisition expense related to our grant of common stock in connection with our acquisition of EduCard in 2008, stock-based
compensation expense and a nonrecurring milestone bonus paid to non-executive employees in 2009 upon our reaching a particular
long-term operational target. EBITDA and adjusted EBITDA 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 United States generally accepted accounting
principles. 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.
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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, warrant fair value adjustment, stock-based expenses and certain
nonrecurring 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; and

because the milestone bonus was a nonrecurring 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 time and is therefore not a key measure of our core operating performance.
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:

Three Months Ended
Year Ended December 31, March 31,
2007 2008 2009 2009 2010
(in thousands) (unaudited)
Net income $2,282 $ 6,378 $14,219 $4,046 $ 8,264
Interest income 291) (152) 4) (D
Interest expense 115 357 558 161 229
Income tax expense 1,362 3,547 7,925 2,267 5,167
Depreciation and amortization 1,114 1,452 2,969 570 1,626
EBITDA
4,582 11,582 25,667 7,044 15,285
Other income (234) 17
Warrant fair value adjustment 745 55
Stock-based customer acquisition expense 1,239 2,385 619 1,801
Stock-based compensation expense 146 498 1,387 293 849
Milestone bonus 1,094 150
Adjusted EBITDA $5,473 $ 13,140 $ 30,516 $ 8,106 $17,935

(2)  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, 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
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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 the milestone bonus was a nonrecurring 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 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.
The following table presents a reconciliation of net income, the most comparable GAAP measure, to adjusted net income for each of the periods
indicated:

Three Months Ended
Year Ended December 31, March 31,
2007 2008 2009 2009 2010
(in thousands) (unaudited)
Net income $2,282 $6,378 $14,219 $ 4,046 $ 8264
Stock-based customer acquisition expense 1,239 2,385 619 1,801
Stock-based compensation expense ISO 128 312 610 112 437
Stock-based compensation expense NQO 18 186 777 181 412
Milestone bonus expense 1,094 150
Amortization of intangibles 21 153 710 76 767
Amortization of finance costs 31 113 22 51
Total pre-tax adjustments 167 1,921 5,689 1,160 3,468
Tax rate 37.4% 35.7% 35.9% 35.9% 38.5%
Tax adjustment(1) 15 574 1,823 376 1,167
Adjusted net income $2,434 $7,725 $ 18,085 $4,830 $10,565

(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.
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RISK FACTORS

An investment in our common stock involves a number of risks. You should carefully consider the following information about these risks,
together with the other information contained in this prospectus, before investing in our common stock. If any of the following risks actually
materializes, our business, financial condition and operating results could be materially and adversely affected. As a result, the trading price of
our common stock could decline and you could lose all or part of your investment.

Risks Related to Qur Business
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. 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.

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
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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 2009, approximately 88% of our revenue was generated from interchange fees, ATM fees, non-sufficient fund fees, other banking services
fees and convenience fees. These fees, as well as the financial services industry in general, is expected to undergo substantial change in the near
future. Financial reform legislation was passed in the U.S. House of Representatives and the U.S. Senate and will now have to be reconciled.
This legislation would further increase regulation and oversight of the financial services industry and impose restrictions on the ability of firms
within the industry to conduct business consistent with historical practices. For example, under the legislation, a consumer financial protection
agency would be established to regulate any person engaged in a financial activity in connection with a consumer financial product or service,
including those that process financial services products and services. While there are differences between the House and Senate versions of the
bill, the new agency would have regulatory authority for the laws to which we and The Bancorp Bank are subject and, depending on how the
bills are reconciled, may have direct supervisory authority over us. Additionally, the Senate bill would, subject to certain exemptions, create
limits on debit card interchange fees tied to the cost of processing the transaction, which would have the likely result of decreasing revenue to
debit card issuers and processors. As currently proposed, these restrictions would only apply to debit card issuers with assets in excess of $10
billion. While the House bill did not include proposed limits on debit card interchange fees, a separate House bill introduced in 2009 sought
similar restrictions. Federal and state regulatory agencies also propose and adopt changes to their regulations or change the manner in which
existing regulations are applied.

In addition to the above changes, 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.

The Federal Reserve Board recently 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. 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.

Federal and state legislatures and regulatory agencies also frequently propose and adopt changes to their laws and regulations or change the
manner in which existing laws and regulations are applied. We cannot predict the substance or impact of pending or future legislation or
regulation, or the application thereof, but such measures could affect how we and our bank partner operate and could significantly reduce 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.

The convenience fees that we charge in connection with payment transactions are subject to 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 institutional clients through the SmartPay feature of our ePayment product using a credit or debit card. In
2009, these convenience fees accounted for substantially all of our payment transaction revenue, which is a trend we
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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 CASHNet in 2009, some of our higher education
institutional 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 recently 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 begun working with our higher education institutional 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 the
company are not significant. However, if one or more states or other parties initiates 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 institutional
clients an electronic system for improving the administrative efficiency of this refund disbursement process. If the government, through
legislation or regulatory action, restructured the existing financial aid regime in such a way that reduced or eliminated the intermediary role
played by higher education financial institutions or limited or regulated 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.

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 institutional 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 institutional 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.
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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.

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 institutional clients that use OneDisburse, students financial aid and other refunds are sent to us for disbursement. The fees that we
charge most of our OneDisburse clients are based on the number of financial aid disbursements that we make to students. In addition, our
relationships with OneDisburse higher education institutional 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 institutional 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 operation.

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 operation.

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 operation.

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 Federal Deposit Insurance Corporation, or 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 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.
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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 Incorporated 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. See Business Key Relationships
with Third Parties.

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 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.

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 operation.

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 confidentially. 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 or negligently 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 exposed to unauthorized
persons or to the public.
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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 profitability.

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 Legal and Regulatory Risks 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. 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 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 institutional 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
institutional 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 and CASHNet brand 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 brand will depend largely on our ability to continue to
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provide high-quality products and services at cost effective and competitive prices, as well as after-sale customer service. While we intend to
continue investing in our brand, we cannot predict the success of these investments. If we fail to maintain and enhance our brand, 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 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. For example, in
November 2009 we acquired CASHNet, which provides payment services to higher education institutions, and have begun to integrate its
operations with our business. The successful integration of CASHNet into our operations, along with any other businesses 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 may be unenforceable or insufficient to cover tax or other
liabilities;

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;

inaccuracies in the acquired business books and records and any weaknesses in its internal controls;

the existence of intellectual property infringement claims;
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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 aresult of these risks, we may not be able to achieve the expected benefits of any acquisition. If we are unsuccessful in integrating CASHNet
or completing an acquisition that we may pursue in the future, we would be required to reevaluate our growth strategy and we may have incurred
substantial
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expenses and devoted significant management time and resources in seeking to complete and integrate the acquisition. Even if we are successful
in completing and integrating an acquired business, the acquired businesses may not perform as we expect or enhance the value of our business
as a whole.

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 upon our management and administrative,
operational and financial infrastructure. As of March 31, 2010, we had approximately 1.2 million OneAccounts, representing growth of 84%
from March 31, 2009. In 2009, our total revenue, adjusted EBITDA, adjusted net income and net income were approximately $75.5 million,
$30.5 million, $18.1 million and $14.2 million, respectively, which represents three-year compounded annual growth rates over 2006 of
approximately 68%, 192%, 74% and 62%, respectively. See Summary Summary Consolidated Financial Data 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 institutional clients and student banking customers at relatively similar growth rates, 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.

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

The sales cycle between our initial contact with a potential higher education institutional 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 institutional 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 institutional client; and

the reluctance of higher education staff to change or modify existing processes and procedures.
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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 institutional clients could materially
and adversely affect our business, financial condition and results of operations.

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, we expect our ability to successfully cross- sell our disbursement services to our payment services clients and our payment services to
our disbursement services clients, to be a material part of this strategy. 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.

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.

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 COQ), 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 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.
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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 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.

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. The United States
Supreme Court is currently considering a case that may impact the scope of patent eligible subject matter as relates to software and business
methods. Our patents may become less valuable or unenforceable if software or business methods are found to be a non-patentable subject

matter or if additional requirements are imposed that our patents do not meet.
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From time to time, we seek to enforce our intellectual property rights against third parties, such as through our current litigation against

TouchNet. See Business Legal Proceedings. 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 harm our operating results.

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 reducing our operating results. 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.

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 indebtedness, fund our operations, fund acquisitions, develop
additional products and services or implement other projects. As of March 31, 2010, Higher One, Inc. had $10.5 million outstanding under its
senior secured revolving credit facility, or 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 existing indebtedness 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
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current conditions in the credit markets, the lender 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 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 financial ratios, including a maximum total leverage ratio and a
minimum interest coverage ratio. A failure by us to comply with the covenants or financial ratios 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.

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
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our claims will generally rank junior to all other obligations of the subsidiaries. If our operating subsidiaries are unable to make distributions, our

growth may slow after the proceeds of this offering are exhausted, 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.
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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 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, or Title IV;

the Family Educational Rights and Privacy Act, or FERPA;

the Electronic Fund Transfer Act and Regulation E promulgated thereunder;

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

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

that there is a material risk that we will be deemed a third-party servicer, each year we submita 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 material and adversely affected. There is limited enforcement and
interpretive history of Title IV regulations.

FERPA. 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,
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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. 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
institutional 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 an educational 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 [llinois from providing personally identifiable information of students to businesses that issue credit or debit cards.

Regulation of OneAccounts

Anti-Money Laundry; 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 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 Bancorp 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 Bancorp Bank are subject to the laws and regulations enforced by
the Office of Foreign Assets Control, 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 Bancorp 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
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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  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 and Business Government Regulation. 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.

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 Bancorp 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 International. 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
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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 a robust 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.

Current and future litigation against us could be costly and time-consuming to defend.

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 Business Legal Proceedings.
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There is no prior public market for our common stock and an active trading market may not develop, leading to a decline in our stock price.

Prior to this offering, there has been no public trading market for shares of our common stock. Although we intend to list our common stock on
the New York Stock Exchange, it is possible that, after this offering, an active trading market will not develop or continue. As a result,
shareholders may have difficulty selling their shares or selling their shares at a certain price. In addition, the initial public offering price or future
price of our common stock may not reflect our actual financial performance.

The initial public offering price per share of our common stock will be determined by agreement among us and the representative of the
underwriters and may not be indicative of the price at which the shares of our common stock will trade in the public market after this offering.

Our common stock price may experience significant volatility.

The stock market in general, and the market for technology-related stocks in particular, have been highly volatile in the recent past. As a result,
the market price of our common stock is likely to be similarly volatile, and investors in our common stock may experience a decrease in the
value of their stock, including decreases unrelated to our operating performance or prospects. The price of our common stock could be subject to
wide fluctuations in response to a number of factors, including those described in this Risk Factors section of this prospectus and others such as:

changes in our revenues or earnings estimates or recommendations by securities analysts;

publication of research reports about us or our industry by securities analysts;

speculation in the press or investment community;

sales of common stock by institutional shareholders;

changes in accounting principles; and

general market or economic conditions, including factors unrelated to our performance.
In the past, securities class action litigation has often been instituted against companies following periods of volatility in their stock price. This
type of litigation could result in substantial costs and divert our management s attention and resources.

The concentration of our capital stock ownership with insiders upon the completion of this offering will likely limit your ability to influence
corporate matters.

We anticipate that our founders, senior executive officers, directors and principal stockholders will together beneficially own approximately 59
percent of our common stock outstanding after this offering. As a result, these stockholders, acting together, will have control over most matters
that require approval by our stockholders, including the election of directors and approval of significant corporate transactions. Corporate action
might be taken even if other stockholders, including those who purchase shares in this offering, oppose them. This concentration of ownership
might also have the effect of delaying or preventing a change of control of our company that other stockholders may view as beneficial.
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A substantial number of shares of our common stock will be eligible for sale in the near future, which could cause our common stock price
to decline significantly.

The market price of our common stock could decline as a result of sales of a large number of shares in the market after the offering or the
perception that these sales could occur. These sales, or the possibility that these sales may occur, also might make it more difficult for us or you
to sell our equity or equity-related securities in the future. If our existing stockholders sell, or indicate an intention to sell, substantial amounts of
our common stock in the public market after the 180-day contractual lock-up and other legal restrictions on resale discussed in this prospectus
lapse, the trading price of our common stock could decline below the initial public offering price. Based on shares outstanding as of May 1,
2010, upon completion of this offering, we will have outstanding 55,317,703 shares of common stock, assuming no exercise of the underwriters
option to purchase additional shares. The shares of common stock offered in this offering will be freely tradable without restriction under the
Securities Act of 1933, as amended, or the Securities Act, except for any shares of our common stock that may be held or acquired by our
directors, executive officers and other affiliates, as that term is defined in the Securities Act, which will be restricted securities under the
Securities Act. Restricted securities may not be sold in the public market unless the sale is registered under the Securities Act or an exemption
from registration is available. Goldman, Sachs & Co. may, in its sole discretion, permit our officers, directors, employees and current
stockholders who are subject to the 180-day contractual lock-up to sell shares prior to the expiration of the lock-up agreements.

After the lock-up agreements pertaining to this offering expire 180 days from the date of this prospectus or earlier waiver by Goldman, Sachs &
Co., up to an additional 17,245,337 shares will be eligible for sale in the public market, subject to prior registration or qualification for an
exemption from registration, including, in the case of shares held by affiliates, compliance with the volume restrictions and other securities laws.
If these additional shares are sold, or if it is perceived that they will be sold, in the public market, the trading price of our common stock could
decline.

If you invest in this offering, you will experience immediate and substantial dilution.

We expect that the initial public offering price of our common stock will be substantially higher than the net tangible book value per share of our
outstanding common stock. As a result, assuming an initial public offering price of $16.00 per share, which is the mid-point of the price range on
the front cover of this prospectus, investors purchasing common stock in this offering will incur immediate and substantial dilution of $15.53 per
share in the net tangible book value of the common stock. This means that the investors who purchase shares:

will pay a price per share that substantially exceeds the per share value of our tangible assets after subtracting our liabilities; and

will have contributed approximately 38.1% of the total amount of our equity funding since inception but will only own 5.6% of the
shares outstanding.
In addition, options and warrants issued in the past have per-share exercise prices substantially below the initial public offering price per share.
As of May 1, 2010, there were 7,696,296 shares of common stock issuable upon exercise of outstanding options, other than those that will be
exercised concurrent with this offering. To the extent these outstanding options or warrants are ultimately exercised, there will be further dilution
to investors in this offering. See Dilution.
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We do not intend to pay dividends on our common stock in the foreseeable future, and, because of restrictive covenants in our credit
agreement and because we are a holding company, we may be unable to pay dividends.

We have never declared or paid any cash dividends on our common stock and do not currently intend to do so for the foreseeable future. In
addition, our current credit agreement prohibits us from paying dividends. Furthermore, because we are a holding company, any future dividend
payments would depend on the cash flow of our subsidiaries. See As a holding company, our main source of cash is distributions from our
operating subsidiaries. Accordingly, we may not be able to pay dividends even if our board of directors would otherwise deem it appropriate.

We currently intend to invest our future earnings, if any, to fund our growth. Therefore, you are not likely to receive any dividends on your
common stock for the foreseeable future and the success of an investment in shares of our common stock will depend upon any future
appreciation in its value. There is no guarantee that shares of our common stock will appreciate in value or even maintain the price at which our
stockholders have purchased their shares. For the foregoing reasons, you will not be able to rely on dividends on our common stock to receive a
return on your investment.

Anti-takeover provisions in our charter documents, Delaware law and our credit agreement could delay or prevent entirely a takeover
attempt or a change in control.

Provisions contained in our second amended and restated certificate of incorporation and amended and restated bylaws may make the acquisition
of our company more difficult without the approval of our board of directors. These provisions:

establish a classified board of directors so that not all members of our board of directors are elected at one time;

authorize the issuance of undesignated preferred stock, the terms of which may be established and the shares of which may be issued
without stockholder approval;

prohibit stockholder action by written consent, which requires all stockholder action to be taken at a meeting of our stockholders;

provide that our board of directors is expressly authorized to make, alter or repeal our amended and restated bylaws; and

establish advance notice requirements for nominations for elections to our board of directors or for proposing matters that can be acted
upon by stockholders at stockholder meetings.
These anti-takeover and other provisions under Delaware law could discourage, delay or prevent a transaction involving a change in control of
our company, even if doing so would benefit our stockholders.

Further, we will be governed by Section 203 of the General Corporation Law of the State of Delaware, which prohibits a corporation from
engaging in any business combination with any interested stockholder for a period of three years following the time that the stockholder became
an interested stockholder, except under certain circumstances including upon receipt of prior board approval.

See Description of Capital Stock Certain Certificate of Incorporation and Bylaw Provisions.

In addition, an event of default would occur under our credit agreement if we undergo a change of control without the consent of our lender.
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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 evaluating how to document and test our internal control procedures to satisty 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 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. For further information, please see Note 17 to our consolidated financial statements included
elsewhere in this prospectus.

We are in the process of remediating 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. If we fail to
fully remediate this material weakness or fail to otherwise maintain effective internal controls over financial reporting in the future, 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.
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FORWARD-LOOKING STATEMENTS

Some of the statements contained in this prospectus constitute forward-looking statements. Forward-looking statements relate to expectations,
beliefs, projections, future plans and strategies, anticipated events or trends and similar expressions concerning matters that are not historical
facts, such as statements regarding our future financial condition or results of operations, our prospects and strategies for future growth, the
development and introduction of new products, and the implementation of our marketing and branding strategies. In many cases, you can
identify forward-looking statements by terms such as may, will, should, expects, plans, anticipates, believes, estimates,
negative of these terms or other comparable terminology.

The forward-looking statements contained in this prospectus reflect our current views about future events and are subject to risks, uncertainties,

assumptions and changes in circumstances that may cause events or our actual activities or results to differ significantly from those expressed in
any forward-looking statement. Although we believe that the expectations reflected in the forward-looking statements are reasonable, we cannot

guarantee future events, results, actions, levels of activity, performance or achievements. Readers are cautioned not to place undue reliance on
these forward-looking statements. A number of important factors could cause actual results to differ materially from those indicated by the

predicts,

forward-looking statements, including, but not limited to, those factors described in Risk Factors and Management s Discussion and Analysis of

Financial Condition and Results of Operations. These factors include without limitation:

substantial and increasing competition in the industries in which we do business and the growth of our industry;

competitive pressures related to the fees that we charge;

increasingly intense legislative and regulatory scrutiny of fees charged for financial services;

changes in the convenience fees that we charge in connection with payment transactions are subject to change;

risks associated with convenience fees;

availability of financial aid and dependence on the current government financial aid regime that relies on the outsourcing of financial
aid disbursements through higher education institutions;

our ability to maintain and develop our brand in a cost-effective manner;

the outsourcing of critical operations, including reliance on our bank partner for certain banking services;

our ability to maintain adequate security measures for our data systems;

the length and unpredictability of the sales cycle for signing potential higher education institutional clients;

liability to our customers or loss of customers if we provide poor service or if our systems or products experience failures and our
ability to limit our liabilities by contract or through insurance;
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our ability to cross-sell products and services and integrate acquired businesses and technologies;

our ability to update and improve our existing products and services, develop new ones and manage future growth effectively;

our reliance on our founders and other key members of executive management and our ability to identify, recruit and retain skilled
personnel;

our ability to protect and enforce our intellectual property rights; and

the impact of governmental laws and regulations and the outcomes of legal proceedings.
The forward-looking statements contained in this prospectus reflect our views and assumptions only as of the date of this prospectus. We
undertake no obligation to update any forward-looking statement to reflect events or circumstances after the date on which the statement is made
or to reflect the occurrence of unanticipated events.
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USE OF PROCEEDS

We estimate that the net proceeds to us from our sale of 3,103,822 shares of common stock in this offering, after deducting underwriting

discounts, commissions and estimated offering expenses payable by us, will be approximately $43.5 million (or approximately $50.4 million if

the underwriters exercise their option to purchase additional shares in full) (assuming an initial public offering price of $16.00 per share, the

mid-point of the range of prices shown on the cover page of this prospectus). We will not receive any proceeds from the sale of shares by the

selling stockholders. The selling stockholders include certain members of our board of directors and each of our named executive officers. See
Principal and Selling Stockholders.

We intend to use $10.5 million of the net proceeds we receive from this offering for the repayment of amounts outstanding under our Credit
Facility dated as of August 26, 2008, and amended as of July 15, 2009 and November 19, 2009. Loans drawn under our senior secured revolving
credit facility are payable in a single maturity on December 31, 2010 and bear interest at the Eurodollar rate plus an applicable margin that
ranges between 1.75% and 3.75% per annum depending on Higher One, Inc. s funded debt to EBITDA ratio.

We also intend to use $8.25 million of the net proceeds we receive from this offering for certain post-closing costs related to our acquisition of

CASHNet. We do not have a current specific plan for the remaining net proceeds, which we intend to use for general corporate purposes. In

addition to the uses set out above, the principal reason for our sale of shares of common stock in this offering is to raise funds so that we have

resources available to pursue our strategic objectives, such as developing new products, enhancing and upgrading existing products and

selectively considering strategic acquisitions and investments, which may be time sensitive, as and when opportunities present themselves. See
Business Our Strategy.

A $1.00 change, up or down, in the midpoint of the range shown on the cover page of this prospectus would change our estimated net proceeds
by $2.9 million. Similarly, a change in the number of shares of common stock we sell would increase or decrease our net proceeds. We believe
that our intended use of proceeds would not be affected by changes in either our initial public offering price or the number of shares of common
stock we sell.
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DILUTION

If you invest in our common stock, your interest will be diluted by the amount by which the initial offering price per share paid by the
purchasers of common stock in this offering exceeds the net tangible book value per share of our common stock following this offering. As of
March 31, 2010, our net tangible book value was approximately $(17.5) million, or $(1.37) per share of common stock. Net tangible book value
per share equals total consolidated tangible assets minus total consolidated liabilities divided by the number of shares of our common stock
outstanding.

Our net tangible book value as of March 31, 2010 would have been approximately $26.4 million, or $0.47 per share of common stock, after
giving effect to the sale by us of 3,103,822 shares of common stock in this offering at an assumed initial public offering price of $16.00 per
share (the mid-point of the range of prices on the cover page of this prospectus), after deducting the underwriting discounts and commissions
and estimated offering expenses payable by us.

This represents an immediate increase in the net tangible book value of $1.84 per share to existing stockholders and an immediate dilution in the
net tangible book value of $15.53 per share to the investors who purchase our common stock in this offering. Sales of shares by our selling
stockholders in this offering do not affect our net tangible book value.

The following table illustrates this per share dilution:

Assumed initial public offering price per share $16.00
Net tangible book value per share as of March 31, 2010 $(1.37)

Increase in net tangible book value per share attributable to this offering 1.84

Net tangible book value per share after this offering 0.47
Dilution per share to new investors $15.53

A $1.00 increase or decrease in the assumed initial public offering price of $16.00 per share would increase or decrease, as applicable, the net
proceeds to us from this offering by approximately $2.9 million, assuming the number of shares offered by us, as set forth on the cover page of
this prospectus, remains the same and after deducting the underwriting discounts and commissions and estimated offering expenses payable by
us.

The following table summarizes, as of May 1, 2010, the difference between existing stockholders and new investors with respect to the number
of shares of common stock purchased from us, the total consideration paid to us for these shares and the average price per share paid by our
existing stockholders and to be paid by the new investors in this offering. The calculation below reflecting the effect of shares purchased by new
investors is based on an assumed initial public offering price of $16.00 per share (the mid-point of the range of prices on the cover page of this
prospectus), before deducting underwriting discounts and commissions and estimated offering expenses payable by us.

Shares Purchased Total Consideration Average Price
Number Percent Amount Percent Per Share
Existing stockholders 52,213,881 94.4% 80,550,463 61.9% $ 1.54
New investors 3,103,822 5.6% 49,661,152 38.1% $ 16.00
Total 55,317,703 100.0% 130,211,615 100.0%

The share information in the table above includes 43,344 shares of restricted stock issued but not yet vested under our 2000 Stock Option Plan
and 542,991 shares expected to be issued upon exercise of stock options concurrent with this offering and excludes 7,696,296 shares of common
stock issuable upon exercise of outstanding stock options with a weighted average exercise price of $3.30 per share, of which 4,735,125 shares
were vested as of May 1, 2010.
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DIVIDEND POLICY

We currently anticipate that we will retain any future earnings for use in our business. As a result, we do not anticipate paying any cash
dividends in the foreseeable future. Any future determination to pay dividends will be at the discretion of our board of directors and will be
dependent on then-existing conditions, including our financial condition and results of operation, capital requirements, contractual restrictions,
business prospects and other factors that our board of directors considers relevant. Furthermore, because we are a holding company, any
dividend payments would depend on cash flow from our subsidiaries. Our credit agreement, however, generally prohibits us from paying
dividends. Accordingly, we may not be able to pay dividends even if our board of directors would otherwise deem them appropriate.

CAPITALIZATION

The following table sets forth our capitalization as of March 31, 2010:

on an actual basis; and

on an as adjusted basis to reflect:

the sale by us of 3,103,822 shares of common stock in this offering at an assumed initial public offering price of $16.00 per
share (the mid-point of the range of prices set forth on the cover of this prospectus), after deducting the underwriting
discounts and commissions and estimated offering expenses payable by us;

the exercise of stock options for 542,991 shares of common stock concurrent with this offering;

the use of $10.5 million of the net proceeds of this offering for the repayment of amounts outstanding under our Credit
Facility;

the use of $8.25 million of the net proceeds of this offering for certain post-closing costs related to our acquisition of
CASHNet; and

the conversion of all outstanding shares of our convertible preferred stock that were outstanding prior to this offering into an
aggregate of 12,975,169 shares of our common stock.
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You should read this table in conjunction with the sections of this prospectus captioned Use of Proceeds,  Selected Financial Data and
Management s Discussion and Analysis of Financial Condition and Results of Operations, as well as the audited consolidated financial
statements and related notes included elsewhere in this prospectus.

As of March 31, 2010

In thousands, except share and per share amounts Actual As Adjusted
Cash and cash equivalents $ 10,621 $ 35,329
Total debt and capital lease obligations, including current maturities $ 18,489 $ 4

Convertible preferred stock:
Series A Convertible Preferred Stock, $0.001 par value; 1,012,314 shares authorized, 417,049 issued and

outstanding, actual; no shares authorized, issued or outstanding, as adjusted 313
Series B Convertible Preferred Stock, $0.001 par value; 1,622,078 shares authorized, 1,086,784 issued and

outstanding, actual; no shares authorized, issued or outstanding, as adjusted 882
Series C Convertible Preferred Stock, $0.001 par value; 4,315,216 shares authorized, 2,522,554 issued and

outstanding, actual; no shares authorized, issued or outstanding, as adjusted 3,478
Series C-1 Convertible Preferred Stock, $0.001 par value; 3,250,000 shares authorized, 2,180,633 issued

and outstanding, actual; no shares authorized, issued or outstanding, as adjusted 2,085
Series D Convertible Preferred Stock, $0.001 par value; 3,999,999 shares authorized, 1,313,604 issued and

outstanding, actual; no shares authorized, issued or outstanding, as adjusted 2,254
Series E Convertible Participating Preferred Stock, $0.001 par value; 5,454,545 shares authorized,

5,454,545 issued and outstanding, actual; no shares authorized, issued or outstanding, as adjusted 71,942
Total convertible preferred stock 80,954

Stockholders equity:
Common stock, $.001 par value, 90,000,000 shares authorized, 12,276,765 issued and outstanding;

200,000,000 shares authorized, 55,299,907 issued and outstanding, pro forma(1) 13 55
Additional paid-in capital 7,612 131,981
(Accumulated deficit) retained earnings (70,220) (70,485)
Total stockholders equity 18,359 61,552
Total capitalization $ 36,848 $ 61,556

(1)  Assumes a 3-for-1 stock split of our common stock subject to and contingent upon the consummation of this offering.
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UNAUDITED PRO FORMA CONDENSED COMBINED FINANCIAL INFORMATION

The following unaudited pro forma condensed combined statements of operations for the year ended December 31, 2009 are based on our
historical consolidated financial statements and give effect to our acquisition of Informed Decision Corporation, which we renamed Higher One
Payments, Inc. and which does business as CASHNet, on November 19, 2009 as if it had occurred on January 1, 2009 and the assumptions and
adjustments described in the accompanying notes to the unaudited pro forma condensed combined financial information.

This unaudited pro forma condensed combined financial information is presented for informational purpose only and has been derived from, and
should be read in conjunction with, our historical consolidated financial statements, including the notes thereto. The pro forma adjustments, as
described in the accompanying notes, are based on current available information and certain adjustments that we believe are reasonable. They
are not necessarily indicative of our consolidated financial position or results of operations that would have occurred had the acquisition taken
place on the date indicated, nor are they necessarily indicative of our future consolidated results of operations.

36

Table of Contents 48



Edgar Filing: Higher One Holdings, Inc. - Form S-1/A

Table of Conten

Higher One Holdings, Inc. and CASHNet

Unaudited Pro Forma Condensed Combined Statement of Operations

Higher One
Historical
Year Ended
December 31,
2009
(audited)
Revenue:
Account revenue $ 66,440
Payment transaction
revenue 1,688
Higher education
institution revenue 5,135
Other revenue 2,254
Total revenue 75,517
Cost of revenue 24,440
Gross margin 51,077
Operating expenses:
General and
administrative 18,143
Product development 2,287
Sales and marketing 7,966
Total operating expenses 28,396
Income from operations 22,681
Interest income “4)
Interest expenses 558
Other 17)
Net income (loss) before
income taxes 22,144
Income tax expense
(benefit) 7,925
Net income (loss) 14,219
Less: Net income
allocable to participating
securities 11,477
Net income available to
common shareholders $ 2,742

Net income per common
share
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+(

For the Year Ended December 31, 2009

Plus: - Less: + Plus: +  Plus: )= Sub-total
CASHNet CASHNet CASHNet
Historical CASHNet CASHNet October January
Year Ended Nine Months  Six Months 1, 1,
March Ended Ended 2009 to 2009 Pro
31, December 31, September 30November 19, November 19, Forma
2009 2008 2009 2009 2009  Adjustments
(audited)(A) (unaudited) (unaudited) (unaudited) (unaudited) (unaudited)
$ $ $ $ $ $
10,220 7,136 6,979 1,407 11,470
4,168 2,948 2,858 902 4,980
528 404 318 140 582
14,916 10,488 10,155 2,449 17,032
11,307 7,953 6,978 1,991 12,323 (269)(B)(C)
3,609 2,535 3,177 458 4,709 269
1,775 1,259 1,074 391 1,981 1,427(D)(F)
1,126(B)
2,831 2,214 1,537 352 2,506
4,606 3,473 2,611 743 4,487 2,553
(997) (938) 566 (285) 222 (2,284)
(30) (38) (68)
6 4 2 1 5 860(E)
40 3 50 15 102
(1,013) (945) 514 (263) 183 (3,144)
(195) (112) (272) (355) (662)(G)
$ (818) $ (833) $ 514 $ 9 $ 538 $ (2,482)

(in thousands)

Pro Forma
Year Ended
December 31,
2009
(unaudited)
$ 66,440

13,158

10,115
2,836

92,549
36,494

56,055

21,551
3,413
10,472

35,436

20,619

(72
1,423
85

19,183

6,908

12,275

9,907

$ 2,368
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Basic

Diluted
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$

0.29
0.27

9,298,131
53,150,890
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Notes to Unaudited Pro Forma Condensed Combined Statement of Operations

(A)  Reflects the historical results of operations of CASHNet for its year ended March 31, 2009. On November 19, 2009, we purchased all of
the shares of outstanding capital stock of CASHNet for a purchase price of $27,489. The purchase price was allocated to net tangible and
intangible assets based on their estimated fair values on the date of acquisition. The fair value of the intangible assets, consisting of
customer relationships, developed software, trademarks and non-competes, was estimated at $20,880, based on an independent appraisal
and was determined through either an income approach or a relief from royalty approach. The intangible assets are amortized on a
straight line basis over lives ranging from 5 to 10 years, the estimated lives of the assets. The remainder of the purchase price was
allocated to goodwill.

Of the total purchase price, $17,889 was paid upon closing (excluding cash acquired), and pursuant to the purchase agreement, we are
required to pay initial post-closing payments of $10,000. The initial post closing payments call 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 is to be paid on or
before December 31, 2010, but is subject to an escrow deposit reduction in regard to any applicable indemnification adjustments. This
acquisition payable was discounted and recorded at its estimated fair value of $9,600, based on an estimated discount rate of 5.0%. The
payable is being accreted to its principle amount through maturity on an effective interest rate method.

(B)  Reflects adjustment to reclassify CASHNet s product development costs from cost of revenue to product development costs to conform to
our classification of such costs.

(C)  Reflects adjustments for increased intangible asset amortization associated with acquired identified intangible assets in connection with
the acquisition.

(D)  Reflects adjustments for increased intangible asset amortization associated with acquired identified intangible assets in connection with
the acquisition.

(E)  Reflects interest expense adjustments for (i) increased interest expense attributable to the incremental $17,250 borrowing we made under
our Credit Facility to pay for the acquisition at an assumed interest rate equal the adjusted Eurodollar rate plus a margin of between
1.75% and 3.75% per annum (depending on Higher One, Inc. s funded debt to EBITDA ratio), and (ii) increased interest expense
attributable to accretion on the acquisition payable at an assumed fixed discount rate of 5.0%. The interest rate on our Credit Facility is
variable and the effect on interest expense of a change in interest rates of 0.125% would have been $45 for the year ended December 31,
2009.

(F)  Reflects an adjustment to reduce expenses for the $125 of one-time transaction costs we incurred directly as a result of the acquisition.

(G)  Reflects an adjustment to income taxes required to adjust the total income tax expense to an amount that would have been recorded if the
companies filed a consolidated tax return and the acquisition had occurred on January 1, 2009.
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SELECTED CONSOLIDATED FINANCIAL DATA

You should read the data set forth below in conjunction with our consolidated financial statements and related notes and Management s
Discussion and Analysis of Financial Condition and Results of Operations and other financial information included elsewhere in this prospectus.
We derived the selected financial data as of December 31, 2008 and 2009 and for each of the three years ended December 31, 2007, 2008 and
2009 from our audited consolidated financial statements and the related notes appearing elsewhere in this prospectus. We derived the selected
financial data as of and for the years ended December 31, 2005 and 2006 and as of December 31, 2007 from our audited financial statements and
the related notes not included in this prospectus. The selected financial data as of March 31, 2010 and for the three months ended March 31,
2009 and 2010 have been derived from our unaudited financial statements and related notes appearing elsewhere in this prospectus which, in the
opinion of our management, have been prepared on the same basis as the audited financial statements and include all adjustments, consisting
only of normal recurring adjustments, necessary for a fair statement of our operating results and financial position as of those dates and for those
periods. The selected financial data for the three months ended March 31, 2010 are not necessarily indicative of our results for the year ending
December 31, 2010 and our historical results are not necessarily indicative of our results for any future period.

The pro forma income statement data for the year ended December 31, 2009 set forth below gives pro forma effect to our acquisition of
CASHNet in November 2009 as if the acquisition occurred on January 1, 2009. The pro forma financial data was derived from our Unaudited
Proforma Financial Information included elsewhere in this prospectus. The pro forma summary financial data is not necessarily indicative of our
results for any future period.
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Consolidated Statement of Income Data

Historical Pro Forma Historical
Three Months
Year Ended December 31, Ended March 31,
2005 2006 2007 2008 2009 2009 2009 2010
(in thousands, except share and per share amounts)

(unaudited) (unaudited) (unaudited)
Revenue $ 8973 § 16,006 $ 27978 $ 44,006 $ 75,517  $ 92,549 §$ 17,235  $ 37,568
Cost of revenue 3,920 6,569 11,140 16,302 24,440 36,494 4,740 11,237
Gross margin 5,053 9,437 16,838 27,704 51,077 56,055 12,495 26,331
Operating expenses 5,973 9,268 12,625 17,753 28,396 35,436 6,021 12,672
Income from operations (920) 169 4,213 9,951 22,681 20,619 6,474 13,659
Other (expense) income (1) (503) (569) (26) (537) (1,436) (161) (228)
Income before income taxes 921) (334) 3,644 9,925 22,144 19,183 6,313 13,431
Income tax (benefit) expense 47) (3,689) 1,362 3,547 7,925 6,908 2,267 5,167
Net income (874) 3,355 2,282 6,378 14,219 12,275 4,046 8,264
Less: Effect of redemption of
preferred stock 80,744(2)
Less: Net income allocable to
participating securities 2,657 1,808 2) 11,477 9,907 3,311 6,552
Net income (loss) available to
common shareholders $ 874) $ 698 $ 474§ (74366)(2) $ 2,742 $ 2,368 $ 735 $ 1,712
Net income (loss) per
common share:
Basic(1) $ 0.08) $ 0.06 $ 0.04 $ (722)2) $ 029 $ 025 § 0.09 $ 0.17
Diluted(1) (0.08) 0.06 0.04 (7.22)(2) 0.27 0.23 0.08 0.15
Weighted average common
shares outstanding:
Basic(1) 10,669,314 10,927,089 10,957,833 10,306,392 9,298,131 9,298,131 8,642,007 10,129,902
Diluted(1) 10,669314  55801.845 57,090,867 10,306,392 53,150,800 53,150,890 52340281 54,871,662
(1) Assumes a 3-for-1 stock split of our common stock subject to and contingent upon the consummation of this offering.
2) These amounts have been restated. Please see Note 17 to the consolidated financial statements included elsewhere in this prospectus.
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Consolidated Balance Sheet Data

As of December 31, As of March 31,
2005 2006 2007 2008 2009 2010
(in thousands) (unaudited)
Cash and cash equivalents $ 4,786 $ 5,770 $ 9,755 $ 1,488 $ 3339 § 10,621
Total assets 8,203 13,974 18,423 13,665 58,695 66,683
Total debt and capital lease obligations, including current
maturities 879 950 1,172 18,934 27,647 18,489
Total liabilities 18,377 20,740 22,675 25,402 51,589 48,324
Total stockholders (deficit) equity (10,174) (6,766) (4,252) (11,737) 7,106 18,359
Consolidated Other Data
Three Months Ended
Year Ended December 31, March 31,
2005 2006 2007 2008 2009 2009 2010
(in thousands) (in thousands)
(unaudited)
Adjusted EBITDA(1) $(106) $1,223 $5473 $13,140 $30,516 $ 8,106 $ 17,935
Adjusted net income (loss)(2) (780) 3,429 2,434 7,725 18,085 4,830 10,565
Number of students enrolled at OneDisburse client higher
education institutions at end of period 380 675 1,011 1,605 2,331 1,830 2,663
Number of students enrolled at payment transaction client higher
education institutions at end of period 3 29 1,949 29 2,202
Number of OneAccounts at end of period 126 207 359 554 1,004 656 1,207

(1)  The following table presents a reconciliation of net income, the most comparable generally accepted accounting principles, or GAAP,
measure, to EBITDA and adjusted EBITDA for each of the periods indicated:

Three Months Ended
Year Ended December 31, March 31,
2005 2006 2007 2008 2009 2009 2010
(in thousands) (in thousands)
(unaudited)
Net income (loss) $(@874) $ 3,355 $2282 $ 6378 $14219 $ 4,046 $ 8,264
Interest income (139) (223) 291) (152) 4) (@)
Interest expense 140 93 115 357 558 161 229
Income tax expense “@7 (3,689) 1,362 3,547 7,925 2,267 5,167
Depreciation and amortization 814 1,002 1,114 1,452 2,969 570 1,626
EBITDA (106) 538 4,582 11,582 25,667 7,044 15,285
Other income (234) 17)
Warrant fair value adjustment 633 745 55
Stock-based customer acquisition expense 1,239 2,385 619 1,801
Stock-based compensation expense 52 146 498 1,387 293 849
Milestone bonus 1,094 150
Adjusted EBITDA $(106) $ 1,223 $5,473 $ 13,140 $30,516 $ 8,106 $ 17,935
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See Summary Summary Consolidated Financial Data for definition of EBITDA and adjusted EBITDA.
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(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,
2005 2006 2007 2008 2009
(in thousands)

Net income (loss) $ (874) $ 3,355 $2,282 $6,378 $14,219
Stock-based customer acquisition

expense 1,239 2,385
Stock-based compensation

expense ISO 52 128 312 610
Stock-based compensation

expense NQO 18 186 777
Milestone bonus expense 1,094
Amortization of intangibles 99 35 21 153 710
Amortization of finance costs 31 113
Total pre-tax adjustments 99 87 167 1,921 5,689
Tax rate 5.1% 37.4% 37.4% 35.7% 35.9%
Tax adjustment 5 13 15 574 1,823
Adjusted net income (loss) $(780)  $3,429 $2,434 $7,725 $ 18,085
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Three Months Ended
March 31,
2009 2010
(in thousands)
(unaudited)

$ 4,046 $ 8264

619 1,801
112 437
181 412
150
76 767
22 51
1,160 3,468
35.9% 38.5%
376 1,167

$4.,830 $ 10,565

See Summary Summary Consolidated Financial Data for definition of adjusted net income.
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MANAGEMENT S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION
AND RESULTS OF OPERATIONS

The information contained in this section should be read in conjunction with our consolidated financial statements and related notes and the
information contained elsewhere in this prospectus under the captions Risk Factors,  Selected Consolidated Financial Data and
Business. The discussion contains forward-looking statements involving risks, uncertainties and assumptions that could cause our results to
differ materially from expectations. Factors that might cause these differences include those described under Risk Factors,
Forward-Looking Statements, and elsewhere in this prospectus.

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 March 31, 2010, 406 campuses serving approximately 2.7 million students had purchased the OneDisburse service and 293 campuses
serving approximately 2.2 million students had contracted to use one or more of our payment products and services. We also had approximately
1.2 million OneAccounts.

For the year ended December 31, 2009:

total revenue was approximately $75.5 million, representing three-year compounded annual growth of approximately 68%;

adjusted EBITDA was approximately $30.5 million, representing three-year compounded annual growth of approximately 192%;

adjusted net income was approximately $18.1 million, representing three-year compounded annual growth of approximately 74%; and

net income was approximately $14.2 million, representing three-year compounded annual growth of approximately 62%.
See Summary Summary Consolidated Financial Data for definitions of EBITDA and adjusted EBITDA and adjusted net income and
reconciliations to net income.

In addition, as of December 31, 2009, the number of OneAccounts had increased by a compounded annual growth rate of 69% compared to
December 31, 2006.

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:

Expand the number of contracted higher education institutions;
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Increase OneAccount adoption and usage rates;

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

Enhance our products and services to create new sources of revenue; and

Pursue strategic partnerships and opportunistic acquisitions.
See Business Our Strategy.

Assessing the Performance of our Business

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 Summary Summary Consolidated Financial Data for
definitions of adjusted EBITDA and adjusted net income and reconciliations to net income.

Our primary source of revenue is fees generated from use of OneAccounts. Our historical experience is that fees earned per OneAccount are
relatively consistent across the majority of our student and other banking customers. Consequently, 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. See  Revenue.

In each of the last three years, increases in total revenue combined with decreases in expenses as a percentage of total revenue have caused our
adjusted EBITDA, adjusted net income and net income to increase.

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 transaction 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 2009, excluding revenue generated by
our recent acquisition of CASHNet, 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.
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Our over 97% retention rate since 2003 among our higher education institutional clients, including clients of CASHNet, also helps to ensure a
relatively stable, recurring and predictable revenue stream.

We divide our revenue into four categories: account revenue, pa