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    Defendants. 

 

 

 

Plaintiff (“Plaintiff”), by and through his attorneys, alleges the following upon 

information and belief, except as to those allegations concerning Plaintiff, which are alleged 

upon personal knowledge. Plaintiff’s information and belief is based upon, among other things, 

his counsel’s investigation, which includes without limitation: (a) review and analysis of 

regulatory filings made by SANTANDER CONSUMER USA HOLDINGS INC. (“Santander” 

or the “Company”), with the United States Securities and Exchange Commission (“SEC”); (b) 

review and analysis of press releases and media reports issued by and disseminated by 

Santander; and (c) review of other publicly available information concerning Santander. 

NATURE OF THE ACTION AND OVERVIEW 

1. This is a federal securities class action on behalf of persons or entities who 

purchased or otherwise acquired Santander securities pursuant and/or traceable to the Company’s 

Registration Statement and Prospectus (collectively, the “Registration Statement”) issued in 

connection with the Company’s initial public offering on or about January 23, 2014 (the “IPO” 

or the “Offering”), seeking to recover damages caused by Defendants’ violations of federal 
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securities laws and to pursue remedies under Sections 11 and 15 of the Securities Act of 1933 

(the “Securities Act”). 

2. Santander is the holding company for Santander Consumer USA Inc., an Illinois 

corporation (“SCUSA Illinois”), and subsidiaries, a specialized consumer finance company 

focused on vehicle finance and unsecured consumer lending products.  The Company’s primary 

business is the indirect origination of retail installment contracts principally through 

manufacturer-franchised dealers in connection with their sale of new and used vehicles to retail 

consumers.  

3. The Company is owned approximately 60.5% by Santander Holdings USA, Inc. 

(“SHUSA”), a subsidiary of Banco Santander, S.A. (“Banco Santander”), approximately 4.1% 

by Sponsor Auto Finance Holdings Series LP (“Auto Finance Holdings”), approximately 10.0% 

by DDFS LLC, an entity affiliated with Thomas G. Dundon, the Company’s Chairman and Chief 

Executive Officer (“CEO”), approximately 25.3% by public shareholders, and approximately 

0.1% by other holders, primarily members of senior management. 

4. On January 23, 2014, Santander completed its IPO, in which selling stockholders 

offered and sold 85,242,042 shares of Class A common stock at a price of $24.00.  According to 

the Company, Santander received no net proceeds from the IPO. 

5. On August 7, 2014, after the market closed, Santander revealed that the Company 

had received a civil subpoena from the United States Department of Justice (the “DOJ”) under 

the Financial Institutions Reform, Recovery and Enforcement (“FIRREA”) Act requesting the 

production of documents and communications related to the Company’s underwriting and 

securitization of nonprime auto loans since 2007.  
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6. On this news, shares of Santander declined $0.28 per share, over 1%, to close on 

August 8, 2014, at $17.95 per share, on unusually heavy volume.  

7. As detailed below, the Registration Statement and Prospectus contained 

materially false and misleading statements and omitted material information in violation of the 

Securities Act. 

JURISDICTION AND VENUE 

8. The claims asserted herein arise under and pursuant to Sections 11 and 15 of the 

Securities Act (15 U.S.C. §§ 77k and 77o). 

9. This Court has jurisdiction over the subject matter of this action pursuant to 28 

U.S.C. § 1331, Section 22 of the Securities Act (15 U.S.C. § 77v). 

10. Venue is proper in this Judicial District pursuant to 28 U.S.C. § 1391(b) and 15 

U.S.C. § 77v.  Santander’s principal executive offices are located within this Judicial District, 

and a significant portion of Defendants’ actions, and the subsequent damages, took place in this 

Judicial District.   

11. In connection with the acts, transactions, and conduct alleged herein, Defendants 

directly and indirectly used the means and instrumentalities of interstate commerce, including the 

United States mail, interstate telephone communications, and the facilities of a national securities 

exchange.  

PARTIES 

12. Plaintiff, as set forth in the accompanying certification, incorporated by reference 

herein, purchased Santander common stock pursuant and/or traceable to the Registration 

Statement issued in connection with the Company’s IPO, and suffered damages as a result of the 
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federal securities law violations and false and/or misleading statements and/or material 

omissions alleged herein.  

13. Defendant Santander is a Delaware corporation with its principal executive 

offices located at 1601 Elm Street, Suite 800, Dallas, Texas 75201. 

14. Defendant Thomas G. Dundon (“Dundon”) was, at all relevant times, Chief 

Executive Officer (“CEO”) and a director of Santander, and signed or authorized the signing of 

the Company’s Registration Statement filed with the SEC.   

15. Defendant Jason Kulas (“Kulas”) was, at all relevant times, Chief Financial 

Officer (“CFO”) of Santander, and signed or authorized the signing of the Company’s 

Registration Statement filed with the SEC.   

16. Defendant Juan Carlos Alvarez (“Alvarez”) was, at all relevant times, a director 

of Santander and signed or authorized the signing of the Company’s Registration Statement filed 

with the SEC.   

17. Defendant Gonzalo de Las Heras (“De Las Heras”) was, at all relevant times, a 

director of Santander and signed or authorized the signing of the Company’s Registration 

Statement filed with the SEC.   

18. Defendant Jose Luis De Mora (“De Mora”) was, at all relevant times, a director of 

Santander and signed or authorized the signing of the Company’s Registration Statement filed 

with the SEC.   

19. Defendant Matthew Kabaker (“Kabaker”) was, at all relevant times, a director of 

Santander and signed or authorized the signing of the Company’s Registration Statement filed 

with the SEC.   
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20. Defendant Nuno Matos (“Matos”) was, at all relevant times, a director of 

Santander and signed or authorized the signing of the Company’s Registration Statement filed 

with the SEC.   

21. Defendant Jorge Morán (“Morán”) was, at all relevant times, a director of 

Santander and signed or authorized the signing of the Company’s Registration Statement filed 

with the SEC.   

22. Defendant Tagar Olson (“Olson”) was, at all relevant times, a director of 

Santander and signed or authorized the signing of the Company’s Registration Statement filed 

with the SEC.   

23. Defendant Alberto Sánchez (“Sánchez”) was, at all relevant times, a director of 

Santander and signed or authorized the signing of the Company’s Registration Statement filed 

with the SEC.   

24. Defendant Juan Andres Yanes (“Yanes”) was, at all relevant times, a director of 

Santander and signed or authorized the signing of the Company’s Registration Statement filed 

with the SEC.   

25. Defendant Daniel Zilberman (“Zilberman”) was, at all relevant times, a director 

of Santander and signed or authorized the signing of the Company’s Registration Statement filed 

with the SEC.   

26. Defendants Dundon, Kulas, Alvarez, de Las Heras, De Mora, Kabaker, Matos, 

Morán, Olson, Sánchez, Yanes, and Zilberman are collectively referred to hereinafter as the 

“Individual Defendants.”  The Individual Defendants, because of their positions with the 

Company, possessed the power and authority to control the contents of Santander’s reports to the 

SEC, press releases and presentations to securities analysts, money and portfolio managers and 
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institutional investors, i.e., the market.  Each defendant was provided with copies of the 

Company’s reports and press releases alleged herein to be misleading prior to, or shortly after, 

their issuance and had the ability and opportunity to prevent their issuance or cause them to be 

corrected.  Because of their positions and access to material non-public information available to 

them, each of these defendants knew that the adverse facts specified herein had not been 

disclosed to, and were being concealed from, the public, and that the positive representations 

which were being made were then materially false and/or misleading.  The Individual 

Defendants are liable for the false statements pleaded herein, as those statements were each 

“group-published” information, the result of the collective actions of the Individual Defendants.  

27. Defendant Citigroup Global Markets Inc. (“Citigroup”) served as an underwriter, 

global coordinator, and joint book-running manager of the Company’s IPO.  In the Offering, 

Citigroup agreed to purchase 14,998,294 shares of Santander, exclusive of the over-allotment 

option. 

28. Defendant J.P. Morgan Securities LLC (“J.P. Morgan”) served as an underwriter, 

global coordinator, and joint book-running manager of the Company’s IPO.  In the Offering, J.P. 

Morgan agreed to purchase 14,998,294 shares of Santander, exclusive of the over-allotment 

option. 

29. Defendant Merrill Lynch, Pierce, Fenner & Smith Incorporated (“Merrill Lynch”) 

served as an underwriter and joint book-running manager of the Company’s IPO.  In the 

Offering, Merrill Lynch agreed to purchase 6,131,803 shares of Santander, exclusive of the over-

allotment option. 
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30. Defendant Deutsche Bank Securities Inc. (“Deutsche”) served as an underwriter 

to Santander in connection with the Offering.  In the Offering, Deutsche agreed to purchase 

6,131,803 shares of Santander, exclusive of the over-allotment option. 

31. Defendant Santander Investment Securities Inc. (“Santander Investment”) served 

as an underwriter to Santander in connection with the Offering.  In the Offering, Santander 

Investment agreed to purchase 6,131,803 shares of Santander, exclusive of the over-allotment 

option. 

32. Defendant Barclays Capital Inc. (“Barclays”) served as an underwriter to 

Santander in connection with the Offering.  In the Offering, Barclays agreed to purchase 

3,532,098 shares of Santander, exclusive of the over-allotment option. 

33. Defendant Goldman, Sachs & Co. (“Goldman”) served as an underwriter to 

Santander in connection with the Offering.  In the Offering, Goldman agreed to purchase 

3,532,098 shares of Santander, exclusive of the over-allotment option. 

34. Defendant Morgan Stanley & Co. LLC (“Morgan Stanley”) served as an 

underwriter to Santander in connection with the Offering.  In the Offering, Morgan Stanley 

agreed to purchase 3,532,098 shares of Santander, exclusive of the over-allotment option. 

35. Defendant RBC Capital Markets, LLC (“RBC”) served as an underwriter to 

Santander in connection with the Offering.  In the Offering, RBC agreed to purchase 3,532,098 

shares of Santander, exclusive of the over-allotment option. 

36. Defendant BMO Capital Markets Corp. (“BMO”) served as an underwriter to 

Santander in connection with the Offering.  In the Offering, BMO agreed to purchase 2,624,701 

shares of Santander, exclusive of the over-allotment option. 
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37. Defendant Credit Suisse Securities (USA) LLC (“Credit Suisse “) served as an 

underwriter to Santander in connection with the Offering.  In the Offering, Credit Suisse agreed 

to purchase 2,624,701 shares of Santander, exclusive of the over-allotment option. 

38. Defendant UBS Securities LLC (“UBS”) served as an underwriter to Santander in 

connection with the Offering.  In the Offering, UBS agreed to purchase 2,624,701 shares of 

Santander, exclusive of the over-allotment option. 

39. Defendant Wells Fargo Securities, LLC (“Wells Fargo”) served as an underwriter 

to Santander in connection with the Offering.  In the Offering, Wells Fargo agreed to purchase 

2,624,701 shares of Santander, exclusive of the over-allotment option. 

40. Defendant KKR Capital Markets LLC (“KKR”) served as an underwriter to 

Santander in connection with the Offering.  In the Offering, KKR agreed to purchase 1,124,872 

shares of Santander, exclusive of the over-allotment option. 

41. Defendant Sandler O’Neill & Partners, L.P. (“Sandler”) served as an underwriter 

to Santander in connection with the Offering.  In the Offering, Sandler agreed to purchase 

397,455 shares of Santander, exclusive of the over-allotment option. 

42. Defendant Stephens Inc. (“Stephens”) served as an underwriter to Santander in 

connection with the Offering.  In the Offering, Stephens agreed to purchase 397,455 shares of 

Santander, exclusive of the over-allotment option. 

43. Defendant LOYAL3 Securities, Inc. (“LOYAL3”) served as an underwriter to 

Santander in connection with the Offering.  In the Offering, LOYAL3 agreed to purchase 52,495 

shares of Santander, exclusive of the over-allotment option. 

44. Defendants Citigroup, J.P. Morgan, Merrill Lynch, Deutsche, Santander 

Investment, Barclays, Goldman, Morgan Stanley, RBC, BMO, Credit Suisse, UBS, Wells Fargo, 
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KKR, Sandler, Stephens, and LOYAL3 are collectively referred to hereinafter as the 

“Underwriter Defendants.”   

SUBSTANTIVE ALLEGATIONS 

Background 

45. Santander is the holding company for SCUSA Illinois, and subsidiaries, a 

specialized consumer finance company focused on vehicle finance and unsecured consumer 

lending products.  The Company’s primary business is the indirect origination of retail 

installment contracts principally through manufacturer-franchised dealers in connection with 

their sale of new and used vehicles to retail consumers.  

46. On January 22, 2014, the SEC declared effective the Form S-1 that Santander 

filed on July 3, 2013 and repeatedly amended, until on or about January 22, 2014, when the 

Company filed with the SEC the final Form S-1/A (collectively, the “Registration Statement”) 

for the IPO.  

47. On January 23, 2014, Santander completed its IPO, in which selling stockholders 

offered and sold 85,242,042 shares of Class A common stock at a price of $24.00.  According to 

the Company, Santander received no net proceeds from the IPO. 

48. On or about January 24, 2014, the Company filed with the SEC its final IPO 

Prospectus, which forms part of the Registration Statement. 

Santander’s False and/or Misleading  

Registration Statement and Prospectus 

 

49. Under applicable SEC rules and regulations, the Registration Statement was 

required to disclose known trends, events or uncertainties that were having, and were reasonably 

likely to have, an impact on the Company’s continuing operations.  The Registration Statement 
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was false and misleading because it failed to disclose that it engaged in improper practices 

related to its subprime auto lending business.  

50. With respect to its vehicle loans, the Registration Statement stated, in relevant 

part: 

Historically, we have originated loans primarily through franchised automotive 

dealers for manufacturers such as Chrysler, Ford, General Motors, and Toyota in 

connection with the sale of new and used vehicles to retail consumers. We 

currently have active relationships with over 14,000 such dealers throughout the 

United States. In February 2013, we entered into a ten-year agreement with 

Chrysler Group LLC (“Chrysler”) whereby we originate private-label loans and 

leases under the Chrysler Capital brand (“Chrysler Capital”) to facilitate Chrysler 

vehicle retail sales. We also originate loans through selected independent 

automobile dealers, such as CarMax, through national and regional banks as well 

as through relationships with other original equipment manufacturers (“OEMs”). 

Additionally, we directly originate and refinance vehicle loans via our branded 

online platform, RoadLoans.com, which is available through major online 

affiliates including Cars.com, AutoTrader.com, Kelley Blue Book, and eBay 

Motors. Moreover, we periodically purchase retail vehicle loan portfolios from 

other lenders.  

 

51. With respect to its consumer finance market, the Registration Statement stated, in 

relevant part: 

Our primary focus is the vehicle finance segment of the U.S. consumer finance 

industry. Vehicle finance includes loans and leases taken out by consumers to 

fund the purchase of new and used automobiles, motorcycles, recreational 

vehicles (“RVs”), and watercraft. The automobile finance segment comprises the 

significant majority of the vehicle finance market in the United States. As of 

September 30, 2013, there were approximately $850 billion of such loans and 

leases outstanding. Most new and used car purchases in the U.S. are financed with 

either loans or leases. Historically, used car financing has made up a majority of 

our business. Most loans in the used car space, which is substantially fragmented, 

are made to nonprime borrowers and we believe we are a leader in nonprime auto 

loan originations. We compete with large national and regional banks, which are 

the biggest lenders in the used car finance space. Through Chrysler Capital and 

other relationships, we have been increasing, and expect to continue to increase, 

the proportion of loans and leases that we originate to finance consumer purchases 

of new automobiles and, by extension, to prime consumers. 

 

We also participate in the unsecured consumer lending market, which includes 

credit cards, private student loans, point-of-sale financing, and personal loans. 
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This market continues to represent an attractive opportunity for us. Consumers 

have faced declining access to traditional sources of consumer credit such as 

credit cards and home equity lines of credit over the past several years, while 

improving economic conditions have increased consumer demand for access to 

new sources of financing. We have recently entered into several agreements with 

other participants in the unsecured consumer lending space to originate point-of-

sale financing and personal loans. 

 

In both the vehicle finance and unsecured consumer lending markets, we generate 

originations indirectly and directly. The indirect model requires relationships with 

third parties who are generally active in the market, are looking for an additional 

source of financing for their customers, and agree to direct certain customers to 

SCUSA. The direct model requires an internally managed platform through which 

consumers are able to make requests for credit directly to SCUSA. While we have 

historically focused on the indirect model, we are broadening our presence in the 

direct vehicle finance market through our RoadLoans.com platform and we are 

currently building out our direct unsecured consumer lending platform. 

Additionally, we continue to develop new relationships with third parties to 

further broaden our origination channels within these markets.  

 

52. With respect to the Company’s business strategy, the Registration Statement 

stated, in relevant part: 

Expand Our Vehicle Finance Franchise  

 

Organic Growth in Indirect Auto Finance. We have a deep knowledge of 

consumer behavior across the full credit spectrum and are a key player in the U.S. 

vehicle finance market. We have the ability to continue to increase our market 

penetration in the vehicle finance market, subject to attractive market conditions, 

via the number and depth of our relationships. We plan to achieve this in part 

through rolling out alliance programs with national vehicle dealer groups and 

financial institutions, including banks, credit unions, and other lenders, in both the 

prime and nonprime vehicle finance markets. Our technology-based platform 

enables us to integrate seamlessly with other originators and thereby benefit from 

their channels and brands.  

 

Strategic Alliances with OEMs. We plan to expand our existing OEM 

relationships and develop future relationships with other OEMs to drive 

incremental origination volume. The loans and leases originated through Chrysler 

Capital should provide us with the majority of our near-term expected growth. In 

addition, the experience gained in lease and dealer financing can be applied to 

improve origination volume through the rest of our dealer base. Our relationship 

with Chrysler has accelerated our transformation into a full-service vehicle 

finance company that provides financial products and services to consumers and 

automotive dealers.  
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Growth in Direct-to-Consumer Exposure. We are working to further diversify our 

vehicle finance product offerings by expanding our web-based, direct-to-

consumer offerings. Our RoadLoans.com program is a preferred finance resource 

for many major vehicle shopping websites, including Cars.com, AutoTrader.com, 

Kelley Blue Book, and eBay Motors. In addition, we are working to integrate our 

direct-to-consumer offerings with many of the major vehicle brands in the United 

States, including Chrysler, Jeep, Dodge, Ram, and Fiat. We will continue to focus 

on securing relationships with additional vehicle-related websites.  

 

Expansion of Fee-Based Income Opportunities. We seek out opportunities to 

leverage our sophisticated and adaptable servicing platform for both prime and 

nonprime loans, as well as other vehicle finance and unsecured consumer lending 

products. We collect fees to originate and service loan portfolios for third parties, 

and we handle both secured and unsecured loan products across the full credit 

spectrum. Loans sold to or sourced to third-party banks through flow agreements 

also provide additional opportunities to service large vehicle loan pools. We 

believe our loan servicing business is scalable and provides an attractive return on 

equity, and we intend to continue to develop new third-party relationships to 

increase its size. In 2013, as of September 30, we have added over $1 billion of 

assets to our portfolio of assets serviced for others.  

 

Continue to Grow Our Unsecured Consumer Lending Platform  

 

We are further diversifying our business through our strategic relationships in the 

unsecured consumer lending space, which is a rapidly growing segment of the 

consumer finance market in the United States. Our ability to offer these products 

is derived from our expertise in originating nonprime vehicle retail loans, our data 

on consumers across the credit spectrum, and Santander’s expertise in the 

unsecured consumer lending industry. One of our principal strategic consumer 

finance relationships is with Bluestem. Bluestem’s customers rely on Bluestem 

proprietary credit products at point of sale to make purchases, and we have the 

option to purchase certain loans through April 2020. We also have a strategic 

relationship with LendingClub, pursuant to which we invest in or purchase 

personal loans. Furthermore, we have a pipeline of private label credit card 

initiatives we expect to pursue, including several through our relationship with a 

point-of-sale lending technology company.  

 

53. On May 1, 2014, the Company issued a press release entitled, “Santander 

Consumer USA Holdings Inc. reports first quarter 2014 net income of $81.5 million, or $0.23 

per share, and declares cash dividend of $0.15 per share.”  Therein, the Company, in relevant 

part, stated: 
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Core net income of $157.3 million, or $0.44 per diluted share. 

Return on equity of 11.6 percent, or core return on equity of 22.4 percent, 

and return on assets of 1.2 percent, or core return on assets of 2.3 percent. 

 

Santander Consumer USA Holdings Inc. (NYSE: SC) (“SCUSA”) today 

announced net income for first quarter 2014 of $81.5 million, or $0.23 per diluted 

common share, compared to net income attributable to SCUSA shareholders for 

first quarter 2013 of $290.4 million, or $0.84 per diluted common share. 

However, core net income for first quarter 2014 was $157.3 million, or $0.44 per 

diluted common share compared to fourth quarter 2013 net income of $113.9, or 

$0.33 per diluted common share. This represents core earnings growth of 38 

percent quarter-over-quarter driving core return on equity of 22.4 percent and core 

return on assets of 2.3 percent. The Board has declared a cash dividend of $0.15 

per share, to be paid May 30, 2014 to shareholders of record as of the close of 

business on May 12, 2014.  

 

“SCUSA is pleased to report strong results for our first quarter as a public 

company as core net income grew 38 percent quarter-over-quarter. We continued 

to demonstrate strong liquidity and capital markets access, issuing more retail 

auto loan asset-backed securities year-to-date than any other issuer in the market. 

Our asset origination performance in the first quarter positions us for continued 

growth and profitability in the coming quarters. We are confident in the financial 

objectives discussed prior to our IPO with regard to dividend payments of 30 

percent, a return on equity of 20-25 percent, and EPS growth of approximately 10 

percent. In addition, we’ve just completed a successful first year for Chrysler 

Capital, a key growth driver for the company,” said Tom Dundon , Chairman and 

Chief Executive Officer. 

 

“In an environment of increased competition, we are continuing to enhance 

shareholder value by leveraging our efficient structure and relationships, 

including Chrysler, to produce profitable asset growth. A further testament to our 

shareholder commitment is our Board of Directors’ decision to declare a 

dividend on our earnings from our first quarter as a public company. Our balance 

sheet strength and robust profitability affords us the opportunity to continue to 

drive total shareholder return,” said Jason Kulas , President and Chief Financial 

Officer. 

 

SCUSA produced its highest quarterly origination volume to date in the first 

quarter, originating more than $6.9 billion in consumer loans and leases, including 

more than $3.5 billion in Chrysler retail loans and more than $1.2 billion in 

Chrysler leases. Finance receivables, loans and leases, net, increased to $25.3 

billion at March 31, 2014, up 8 percent from $23.4 billion at December 31, 2013 

and up 51 percent from $16.7 billion at March 31, 2013, driven by Chrysler 

Capital and SCUSA’s strong origination volume. Due to the Chrysler Capital 

agreement and other origination opportunities, SCUSA slightly shifted its mix of 

new originations toward higher credit quality borrowers year-over-year. In the 
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first quarter of 2014, SCUSA’s average APR on new retail installment contract 

originations was 13.7 percent, versus a 17.4 percent average APR on first quarter 

2013 originations. While the credit mix shifted toward higher credit quality 

borrowers, SCUSA maintained its pricing discipline for new originations.  

 

For the first quarter of 2014 as compared to the first quarter of 2013, net interest 

income increased 43 percent to $1.0 billion, from $732 million, driven by the 51 

percent year-over-year portfolio growth. The provision for loan losses increased 

to $699 million in the first quarter of 2014, from $217 million in the first quarter 

of 2013. More than half of the provision increase was driven by upfront loan loss 

provisions related to strong asset growth in the asset portfolio during the quarter, 

while the majority of the remaining increase is related to building loan loss 

reserves on the existing portfolio. The allowance for loan losses increased to $2.9 

billion in the first quarter of 2014, from $2.5 billion in the fourth quarter of 2013, 

and from $1.8 billion in the first quarter of 2013. SCUSA’s net charge-off ratio 

declined to 6.4 percent in the first quarter of 2014 from 8.1 percent in the fourth 

quarter of 2013, as compared to a decline to 3.9 percent in the first quarter of 

2013 from 6.4 percent in the fourth quarter of 2012. Additionally, SCUSA’s 

delinquency ratio declined to 3.1 percent as of the first quarter of 2014 from 4.5 

percent as of the fourth quarter of 2013, compared to a decline to 3.3 percent as of 

the first quarter 2013 from 4.6 percent as of the fourth quarter of 2012. 

 

During the quarter, SCUSA incurred $318 million of operating expenses, or $199 

million of core operating expenses. Core operating expenses are up 33 percent 

since the first quarter of 2013, primarily due to SCUSA’s strong asset growth over 

the previous year. SCUSA produced a 27.0 percent efficiency ratio, or 16.9 

percent core efficiency ratio, for the quarter, versus 18.4 percent in the same 

period last year. First quarter results also included nonrecurring pre-tax stock 

compensation expense totaling $118 million related to options vesting upon 

SCUSA’s initial public offering.  

 

During the quarter, SCUSA continued to show strong access to liquidity with the 

execution of three secured structured financings totaling $2.7 billion, a Chrysler 

Capital financing for $765 million, an affiliated revolving credit line for $300 

million, and an additional debt facility for $250 million. The sale treatment of the 

Chrysler Capital financing, along with SCUSA’s monthly loan sales to Bank of 

America and a bulk loan sale to Citizens Bank of Pennsylvania (“CBP”), a 

subsidiary of RBS Citizens Financial Group, produced $36 million in gains on 

sale, and contributed to the growth in the portfolio of loans and leases serviced for 

others by 37 percent to $6.2 billion at March 31, 2014, from $4.5 billion at 

December 31, 2013. Servicing fee income for the quarter totaled $10.4 million. 

Since the quarter end, SCUSA has continued to be active in the capital markets, 

successfully executing two additional funding initiatives totaling more than $1.7 

billion. These initiatives included SCUSA’s second public securitization of 2014 

and a series of six subordinate bond transactions to fund residual interests from 
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existing securitizations. SCUSA also completed a second sale to CBP of prime 

Chrysler Capital loans.  

 

Other Recent Developments 

 

SCUSA’s original equipment manufacturer (“OEM”) relationships have recently 

grown to include another OEM, whereby SCUSA will provide nonprime retail 

auto financing through a turn-down program
4
 for new and used vehicles for this 

OEM’s customers and dealers in the U.S. This agreement was the result of several 

months of successful testing at select dealers. Additionally, SCUSA continues its 

discussions with Maserati regarding the Maserati Capital relationship announced 

early in 2014. In April 2014, SCUSA expanded its unsecured personal lending 

business by executing an additional agreement with LendingClub Corporation, 

whereby SCUSA has the first opportunity to review for its own portfolio, 

applications that do not meet either the public credit policy or custom credit 

policy facilitated by LendingClub’s platform. SCUSA also has recently signed an 

agreement with a technology company, GreenSky Trade Credit, LLC, whereby 

GreenSky will facilitate SCUSA’s origination of turn-down loans in the retail 

home improvement space.  

 

(Footnotes omitted). 

 

54. On May 15, 2014, Santander filed its Quarterly Report with the SEC on Form 10-

Q for the 2014 fiscal first quarter.  The Company’s Form 10-Q was signed by Defendant 

Dundon, and reaffirmed the Company’s financial results previously announced on May 1, 2014.   

55. On July 31, 2014 the Company issued a press release entitled, “Santander 

Consumer USA Holdings Inc. reports second quarter 2014 net income of $246 million, or $0.69 

per diluted common share, up 35 percent from prior year.”  Therein, the Company, in relevant 

part, stated: 

Return on average equity of 33.0 percent, and return on average assets of 3.4 

percent. 

 

Santander Consumer USA Holdings Inc. (NYSE: SC) (“SCUSA”) today 

announced net income for second quarter 2014 of $246.5 million, or $0.69 per 

diluted common share, compared to net income attributable to SCUSA 

shareholders for second quarter 2013 of $181.9 million, or $0.53 per diluted 

common share.  
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“Our quarterly net income grew 35 percent from prior year, and net finance and 

other interest income continues to increase, demonstrating the strong 

fundamentals of the Company. We continue to operate the business as we always 

have, resulting in continued positive results for the first half of the year. These 

results are attributable to SCUSA’s sophisticated risk management, capital 

markets expertise, industry-leading efficiency and continued strength in 

technology and operations,” said Tom Dundon, Chairman and Chief Executive 

Officer. 

 

In the second quarter, total originations were $6.7 billion, including more than 

$2.6 billion in Chrysler retail loans, more than $1.2 billion in Chrysler leases 

originated for our own portfolio, and approximately $595 million in Chrysler 

lease and dealer loan originations facilitated for an affiliate. For the first six 

months of 2014, origination volume was $14.0 billion, including more than $6.0 

billion in Chrysler retail loans, more than $2.4 billion in Chrysler leases, and 

approximately $1.0 billion in Chrysler lease and dealer loan originations 

facilitated for an affiliate. Total origination growth was 65 percent for the first 

half of 2014 versus 2013. 

 

Mr. Dundon noted, “We continue to sharpen our ability to segment risk and make 

smart credit decisions as we gather and analyze more Chrysler loan data. In the 

second quarter, we saw strong total application volume, resulting in stable 

originations, including originations for others. Through our ongoing relationship 

with Chrysler, as well as other initiatives including additional dealers and 

suppliers of loans as part of our normal activity, the originations funnel continues 

to widen, allowing SCUSA to underwrite loans with returns that give us continued 

confidence in our ability to achieve profitable growth in-line with our targets. We 

continue to demonstrate servicing expertise with partners as seen in our serviced 

for others portfolio growth of 76 percent since December 31, 2013.” 

 

Finance receivables, loans and leases, net, increased 4 percent to $26.5 billion at 

June 30, 2014 from $25.3 billion at March 31, 2014 and increased 13 percent 

from $23.4 billion at December 31, 2013, mainly driven by Chrysler Capital. In 

the second quarter 2014, SCUSA’s average APR on retained retail installment 

contract originations was 16.0 percent, compared with a 15.6 percent average 

APR on second quarter 2013 retained originations and 16.2 percent APR on first 

quarter 2014 retained originations. For the first six months of 2014, SCUSA’s 

average APR on retained retail installment contract originations was 16.1 percent, 

versus a 16.3 percent average APR in the first six months of 2013.  

 

Net finance and other interest income increased 32 percent to $1.1 billion in the 

second quarter 2014 from $818 million in the second quarter 2013, driven by the 

45 percent year-over-year growth in the average portfolio. The provision for loan 

losses increased to $589 million in the second quarter 2014, from $408 million in 

the second quarter 2013, and decreased from $699 million in the first quarter 

2014. The allowance for loan losses increased to $3.1 billion in the second quarter 
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2014, from $2.9 billion in the first quarter 2014, resulting in a moderate increase 

in the allowance to loans ratio to 11.6 percent from 11.0 percent, driven by the 

seasonality in SCUSA’s forward-looking provision model. 

 

“The allowance to loans ratio has increased moderately due to seasonal impacts. 

We see the effects of seasonality most notably in the second quarter due to the 

provision model capturing two fourth quarters of seasonally worse performance; 

however, absent this impact in the model, we expect to have a stable ratio 

outlook,” said Jason Kulas, President and Chief Financial Officer. 

 

SCUSA’s net charge-off ratio declined to 5.8 percent for the second quarter 2014 

from 6.4 percent for the first quarter 2014, and increased from 4.2 percent for the 

second quarter 2013. Additionally, SCUSA’s delinquency ratio increased to 3.8 

percent as of June 30, 2014 from 3.1 percent as of March 31, 2014, and increased 

from 3.5 percent as of June 30, 2013. The rate at which the portfolio is growing 

has stabilized in comparison to the growth incurred during the beginning of the 

Chrysler Capital relationship in 2013, and therefore more moderate origination 

growth in the second quarter 2014 led to slightly higher delinquency ratios 

quarter-over-quarter. In line with seasonal trends, we saw a decline in net charge-

offs in the second quarter relative to the first quarter. 

 

During the quarter, SCUSA incurred $211 million of operating expenses, up 23 

percent from $171 million in the second quarter 2013, primarily due to SCUSA’s 

strong asset growth over the previous year. SCUSA produced a 17.4 percent 

efficiency ratio for the quarter, versus 19.6 percent in the same period last year. 

For the first six months of 2014, operating expenses were $530 million, or $410 

million of core operating expenses, versus $320 million for operating expenses 

and core operating expenses in the first six months of 2013. For the first six 

months of 2014, SCUSA produced a 22.1 percent efficiency ratio, or 17.1 percent 

core efficiency ratio, versus 19.1 percent for the same period in 2013. Core year-

to-date results exclude nonrecurring pre-tax stock compensation expense from the 

first quarter totaling $118 million related to options vesting upon SCUSA’s initial 

public offering and an additional $2 million of IPO-related expenses.  

 

During the quarter, SCUSA continued to show strong access to liquidity with the 

execution of two public securitizations totaling $2.6 billion, over $2.0 billion in 

private term amortizing facilities, and a series of six subordinate bond transactions 

totaling $409 million to fund residual interests from existing securitizations. 

 

Additionally, SCUSA continued to develop its forward flow relationships. This 

quarter we entered into an agreement with Citizens Bank of Pennsylvania 

(“CBP”) whereby CBP has committed to purchase up to $7.2 billion of prime 

assets over the next three years. During the quarter, SCUSA completed loan sales 

totaling $1.4 billion through monthly loan sale programs to Bank of America and 

CBP, and a $369 million bulk lease sale to affiliate Santander Bank, N.A. 

Servicing fee income totaled $22.1 million in the second quarter 2014, up from 
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$10.4 million for the first quarter 2014 primarily due to the increase in the 

portfolio of loans and leases serviced for others to $8.0 billion as of June 30, 

2014, up from $6.2 billion as of March 31, 2014 and $4.5 billion as of December 

31, 2013. For the second quarter 2014, gains on sale totaled $21.6 million, down 

from $35.8 million in the first quarter 2014, which included an off-balance sheet 

securitization from the CCART platform (Chrysler Capital prime retail).  

 

(Footnotes omitted). 

 

56. On August 7, 2014, after the market closed, Santander filed its Quarterly Report 

with the SEC on Form 10-Q for the 2014 fiscal second quarter.  The Company’s Form 10-Q was 

signed by Defendants Dundon and Kulas.  Therein, the Company, in relevant part, stated: 

We recently received a civil subpoena from the U.S. Department of Justice (DOJ) 

under FIRREA requesting the production of documents and communications that, 

among other things, relate to the underwriting and securitization of nonprime auto 

loans since 2007. We are cooperating with this request. 

 

Periodically, we are party to or otherwise involved in other legal proceedings 

arising in the normal course of business. We have recorded no material reserves 

for any cases and do not believe that there are any proceedings threatened or 

pending that would have a material adverse effect on us if determined adversely. 

 

57. On this news, shares of Santander declined $0.28 per share, over 1%, to close on 

August 8, 2014, at $17.95 per share, on unusually heavy volume.  

CLASS ACTION ALLEGATIONS 

58. Plaintiff brings this action as a class action pursuant to Federal Rule of Civil 

Procedure 23(a) and (b)(3) on behalf of a class, consisting of all those who purchased or 

otherwise acquired Santander securities pursuant and/or traceable to the Company’s Registration 

Statement and Prospectus issued in connection with the Company’s IPO on or about January 23, 

2014, seeking to pursue remedies under the Securities Act, and who were damaged thereby 

(collectively, the “Class”).  Excluded from the Class are Defendants, the officers and directors of 

the Company, at all relevant times, members of their immediate families and their legal 
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representatives, heirs, successors or assigns and any entity in which Defendants have or had a 

controlling interest. 

59. The members of the Class are so numerous that joinder of all members is 

impracticable.  Throughout the Class Period, Santander’s securities were actively traded on the 

New York Stock Exchange (the “NYSE”).  While the exact number of Class members is 

unknown to Plaintiff at this time and can only be ascertained through appropriate discovery, 

Plaintiff believes that there are hundreds or thousands of members in the proposed Class.  The 

Company, through the selling stockholders, offered 85,242,042 shares of Class A common stock 

in the IPO.  Record owners and other members of the Class may be identified from records 

maintained by Santander or its transfer agent and may be notified of the pendency of this action 

by mail, using the form of notice similar to that customarily used in securities class actions. 

60. Plaintiff’s claims are typical of the claims of the members of the Class as all 

members of the Class are similarly affected by Defendants’ wrongful conduct in violation of 

federal law that is complained of herein.    

61. Plaintiff will fairly and adequately protect the interests of the members of the 

Class and has retained counsel competent and experienced in class and securities litigation.  

62. Common questions of law and fact exist as to all members of the Class and 

predominate over any questions solely affecting individual members of the Class.  Among the 

questions of law and fact common to the Class are: 

 (a) whether the Securities Act was violated by Defendants’ acts as alleged 

herein;  
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 (b) whether statements made by Defendants to the investing public in 

connection with the Company’s IPO omitted and/or misrepresented material facts about the 

business, operations, and prospects of Santander; and  

63. A class action is superior to all other available methods for the fair and efficient 

adjudication of this controversy since joinder of all members is impracticable.  Furthermore, as 

the damages suffered by individual Class members may be relatively small, the expense and 

burden of individual litigation makes it impossible for members of the Class to individually 

redress the wrongs done to them.  There will be no difficulty in the management of this action as 

a class action.  

FIRST CLAIM 

Violation of Section 11 of The Securities Act  

(Against all Defendants) 

 

64. Plaintiff repeats and realleges each and every allegation contained above, except 

any allegation of fraud, recklessness or intentional misconduct.   

65. This Count is brought pursuant to Section 11 of the Securities Act, 15 U.S.C. 

§77k, on behalf of the Class, against all Defendants.  

66. The Registration Statement for the IPO was inaccurate and misleading, contained 

untrue statements of material facts, omitted to state other facts necessary to make the statements 

made not misleading, and omitted to state material facts required to be stated therein.  

67. Santander is the registrant for the IPO.  The Defendants named herein were 

responsible for the contents and dissemination of the Registration Statement.  

68. As issuer of the shares, Santander is strictly liable to Plaintiff and the Class for the 

misstatements and omissions.  
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69. None of the Defendants named herein made a reasonable investigation or 

possessed reasonable grounds for the belief that the statements contained in the Registration 

Statement were true and without omissions of any material facts and were not misleading.  

70. By reasons of the conduct herein alleged, each Defendant violated, and/or 

controlled a person who violated Section 11 of the Securities Act.  

71. Plaintiff acquired Santander shares pursuant and/or traceable to the Registration 

Statement for the IPO.  

72. Plaintiff and the Class have sustained damages.  The value of Santander common 

stock has declined substantially subsequent to and due to Defendants’ violations.  

SECOND CLAIM 

Violation of Section 15 of The Securities Act  

(Against the Individual Defendants)  

 

73. Plaintiff repeats and realleges each and every allegation contained above, except 

any allegation of fraud, recklessness or intentional misconduct.   

74. This count is asserted against the Individual Defendants and is based upon Section 

15 of the Securities Act.  

75. The Individual Defendants, by virtue of their offices, directorship, and specific 

acts were, at the time of the wrongs alleged herein and as set forth herein, controlling persons of 

Santander within the meaning of Section 15 of the Securities Act.  The Individual Defendants 

had the power and influence and exercised the same to cause Santander to engage in the acts 

described herein.  

76. The Individual Defendants’ positions made them privy to and provided them with 

actual knowledge of the material facts concealed from Plaintiff and the Class. 
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77. By virtue of the conduct alleged herein, the Individual Defendants are liable for 

the aforesaid wrongful conduct and are liable to Plaintiff and the Class for damages suffered.  

PRAYER FOR RELIEF 

 WHEREFORE, Plaintiff prays for relief and judgment, as follows: 

(a) Determining that this action is a proper class action under Rule 23 of the Federal 

Rules of Civil Procedure; 

(b) Awarding compensatory damages in favor of Plaintiff and the other Class 

members against all defendants, jointly and severally, for all damages sustained as a result of 

Defendants’ wrongdoing, in an amount to be proven at trial, including interest thereon; 

(c) Awarding Plaintiff and the Class their reasonable costs and expenses incurred in 

this action, including counsel fees and expert fees; and  

(d) Such other and further relief as the Court may deem just and proper.  

JURY TRIAL DEMANDED 

Plaintiff hereby demands a trial by jury. 

DATED:      

 

     By:__DRAFT_________________ 

      

GLANCY BINKOW & GOLDBERG LLP 
      Lionel Z. Glancy 

      Michael Goldberg 

      Robert V. Prongay 

Casey E. Sadler 

      1925 Century Park East, Suite 2100 

      Los Angeles, CA 90067 

      Telephone:  (310) 201-9150 

      Facsimile:   (310) 201-9160 

     

     LAW OFFICES OF HOWARD G. SMITH 
Howard G. Smith 

3070 Bristol Pike, Suite 112 

Bensalem, PA 19020 
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Telephone: (215) 638-4847 

     Facsimile: (215) 638-4867 

 

Attorneys for Plaintiff  


