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1 For purposes of tracking issuer-related securities litigation,  focuses exclusively on securities class 
action lawsuits filed in federal courts against public companies by holders of common or preferred stock.
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Woodruff-Sawyer & Co. is pleased to present the latest information concerning securities litigation filed 
against public companies in the United States. The information below comes from  as of 
June 30, 2016.  tracks securities class action litigation filed against public company issuers 
and their directors and officers1. 

Robust Activity in the First Half of 2016

102 securities class action lawsuits against public companies were filed in the first half of 2016. This is a 
23% increase over filings through mid-year of the previous year (thru June 30, 2015). The plaintiffs are 
filing an average of 17 cases per month in 2016, more than the average of 15.2 cases per month that 
plaintiffs filed in 2015. If this pace of filings were to keep up through the second half of 2016, almost 
200 cases would be filed in 2016. This would be a record for annual total filings for the past decade. As 
indicated in our 2015 year-end report, IPO activity has been the driving force in the increase of lawsuits 
in 2015. IPO activity also explains the high rate of filings in the first half of 2016: 

• 28% of the lawsuits were against companies that went public in the previous two years  
(2014 and 2015)

• 44% of the lawsuits were against companies that went public in the previous five years  
(2011 through 2015)

Do we anticipate that filing activity will be as robust in the second half of 2016? While activity in the first 
quarter was up, the second quarter saw a slightly slower pace, which has continued into July. Based on 
recent trends, we expect that cases filed against IPO companies will taper off some in the second half 
of the year. Thus, we expect that there will be a steady stream of cases filed reaching an aggregate of 
between 150 – 200 cases filed in 2016. 

https://wsandco.com/do-notebook/2015-a-record-year-for-class-actions-report/
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Six companies that have been sued in federal court have also had the additional burden of being sued in 
California state courts due to their public offering activities pursuant to Section 11 of the 1933 Securities 
Act (a “Section 11” claim). This phenomenon of being subject to a Section 11 claim in state court has 
developed into a legitimate concern for companies. Since 2009, there have been a total of 40 Section 11 
claims filed with 65% of them occurring in the last year and a half as illustrated below: 

Cases Filed in California State Courts

It is also worth noting that while the majority of the companies were sued because of their initial public 
offerings, a couple of companies were sued pursuant to secondary offerings. Of significant concern, is 
that nine companies have reached settlements in the $5.5M to $9.5M range, with 23 cases yet to reach 
a resolution. Only two cases have been dismissed on their merits, with six cases being voluntarily 
dismissed due to federal court settlements (4 cases) or withdrawals (2 cases).

Our recent blog posts on companies sued in California state courts delve into the background, details 
and potential solutions to this problem:

• IPO Companies, Section 11 Suits and California State Court

• The State Court Section 11 Problem: 3 Solutions

Another notable feature of the companies that have been sued in 2016 is that 22 of them are foreign-
based: Argentina, Australia, Brazil, Canada, France, Germany, Great Britain, Ireland, Israel and 
Switzerland. Since 2010 there has been a consistently higher percentage of foreign companies sued 
annually (18% or more) with a 10-year average of 20% of total annual filings sued.

Percentage of Suits against Foreign Companies
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*2011 surge in suits attributable to Chinese reverse merger companies. 

https://wsandco.com/do-notebook/ipo-companies-section-11-suits-california-state-court/
https://wsandco.com/do-notebook/state-court-section-11-problem-3-solutions/
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There are five industry categories currently comprising 86% of the types of companies sued thru mid-
year 2016:

SCA Lawsuits by Industry 
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The two industries that are most active as compared to last year’s total filings are Biotechnology and 
Finance, with each currently accounting for 69% and 100% of the total filed in 2015, respectively (20 of 
29 cases for Biotechnology and 16 of 16 cases for Finance). 

In the last five years from 2011 through 2015, Biotechnology lawsuits have increased steadily from 11 
lawsuits filed in 2011 to a high of 33 suits filed in 2014. 

Biotechnology Industry Lawsuits

In 2016, 12 of the 20 lawsuits filed were against companies who went public in the previous five years 
(one company was sued twice, each in federal and state court). 2 

While lawsuits in the Finance industry in the last five years dropped to a low of 9 suits in 2013, a spike 
occurred in 2014 to 21 lawsuits. 

Financial Industry Lawsuits
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(continued on page 4)

2 For further information on companies the Life Sciences sector, see the D&O Notebook blog post of July 20, 2016: 
Report on Securities Class Action Suits in the Life Sciences Sector

https://wsandco.com/do-notebook/securities-class-actions-in-life-sciences/
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Although the lawsuits due to the financial crises have since passed, this industry has been averaging 
about 15 cases per in the last five years and has already exceeded that average through mid-point 2016. 

Here is the breakdown of lawsuits by market capitalization (based on class period beginning date):

• 39% - Under $1B market capitalization

• 43% - $1B - $10B market capitalization

• 18% - Over $10B market capitalization

Big Dollar Settlements in the Top 5

Settlements over $100M dominated the top five list through June 2016:

Company Industry Cash Settlement Amount

Household International, Inc. Financial $1,575,000,000

Merck & Co. Inc. Biotechnology $830,000,000

Genworth Financial, Inc. Financial $219,000,000

BP plc Energy $175,000,000

Barrick Gold Corporation Mining $140,000,000

The largest settlement of $1.6B, by Household International, Inc., was for a 2002 lawsuit that went to 
trial and rendered a verdict in the plaintiffs’ favor with a final judgment for damages of $1.46B and 
prejudgment interest of $986M for a grand total of $2.4B - the largest jury award in the history of 
securities class action lawsuits. The verdict was reversed on appeal and remanded back to district court 
for a new trial that was scheduled for June 2016. Just prior to the 2002 lawsuit, the company announced 
a restatement of financials going back to 1994 and disclosed that it had earned $386M less than it had 
reported. A couple of months later, the company entered into a $486M settlement with attorneys general 
in 46 states to settle allegations of predatory lending. The $1.6B settlement ends a 15-year long lawsuit 
that could have amounted into a jury award much larger the second time around. 

Of the 37 settlements through June 2016, over one-third settled for $20M and more (37.8%). 21 suits 
settled for under $10M. The settlements as broken down into the following categories:

• Over $100M: Top 5 settlements - $140M to $1.6B

• $20M to $100M:  Next 9 settlements - $20M to $84M

• Under $20M: Remaining 23 settlements - $225k to $19M

38% of the companies that settled were by companies that have been public for 10 years or less. 
Currently, the median of all settlements is $8.5M as compared to an average of $52.3M (excluding the 
over billion dollar settlement of $1.6B).

A Note about M&A Lawsuits

Earlier this year, our D&O Notebook blog published an article on recent developments in Delaware 
Chancery Court that has led to a drop off in filings, particularly as it related to disclosure-only settlements 
(which accounts for the majority of M&A settlements). 3 It appears this has not deterred the plaintiffs’ bar 
per se: they are now bringing more suits in federal court. Cornerstone Research has recently noted that 
M&A filings are up in federal court:

(continued on page 5)

3   D&O Notebook: The Death of Disclosure-Only Settlements published March 22, 2016.

https://wsandco.com/do-notebook/the-death-of-disclosure-only-settlements/
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“At the current pace, M&A-related filings in federal courts will double the annual numbers we 
have observed in the last four years. The January 2016 Delaware Court of Chancery decision in 
Trulia, which makes disclosure-only settlements more difficult to obtain, may have increased the 
likelihood that plaintiffs will again seek federal jurisdiction for M&A-related class actions,” said 
Dr. John Gould, a senior vice president of Cornerstone Research.” 4

A review of our data indicates that in 2015, 18% of the M&A lawsuits were filed in federal courts. Through 
June 2016, 34% of the M&A lawsuits were filed in federal courts – almost double the filing rate of 2015. 
Will the federal courts follow the lead of the Delaware Chancery Court and push back on frivolous 
claims? Stay tuned for more developments on this front.

For More of the Latest News 

We invite you to subscribe to our blog as an additional resource for staying informed on current news 
and events as it pertains to D&O liability. D&O Notebook: Directors & Officer Liability Blog focuses 
on D&O liability insurance and corporate governance matters, including ways to reduce exposure to 
shareholder lawsuits and regulatory investigations. 

Recent blog posts that may be of interest to you:

• Do In-House Lawyers Need Insurance Coverage for Malpractice?

• 8 Whistleblowers Received Nearly $40 Million 2015 - What Next

• Ten Questions to Ask Before Joining a Board of Directors

• SEC Investigations: Protecting the Company’s Balance Sheet

• Good Note Taking Practices for Corporate Directors

• You’ve Got Mail ... And You Need to Handle it Lawfully

4  Cornerstone Research press release dated July 26, 2016 entitled: “Number of Securities Class Action Filings Rises, 
Fueled by M&A-Related Challenges” 
 
Woodruff-Sawyer is one of the largest independent insurance brokerage firms in the nation, and an active partner of 
Assurex Global and International Benefits Network. For over 95 years, we have been partnering with clients to deliver 
effective insurance, employee benefits and risk management solutions, both nationally and abroad. Headquartered in 
San Francisco, Woodruff-Sawyer has offices throughout California and in Oregon, Washington, Colorado, Hawaii and 
New England.  
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 is Woodruff-Sawyer & Co.’s proprietary director and officer litigation database. 
Included within  is information concerning every securities class action lawsuit filed 
against public company directors and officers since 1988. Woodruff-Sawyer uses  to 
help its client model their D&O litigation-related risk. For questions about , please 
contact Donna Moser (dmoser@wsandco.com or 415.402.6526).
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