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CORPORATENEWS

Two lawsuits seeking class ac-
tion status were filed in Michi-
gan and New York on Wednesday
against Thomas M. Cooley Law
School and New York Law
School.

The plaintiffs, who are gradu-
ates of the defendant schools,
seek $250 million from Cooley
and $200 million from NYLS in
tuition refunds as well as other
damages and reformed methods
of reporting their graduates’ em-
ployment numbers.

The plaintiffs—three against
NYLS and four against Cooley—
seek “to remedy a systemic, on-
going fraud that is ubiquitous in
the legal education industry and
threatens to leave a generation
of law students in dire financial

straits,” according to both suits.
The NYLS case was filed in

the Supreme Court of New York
County; Cooley was filed in
Western District of Michigan.

The lawsuits allege that the
schools have distorted their
post-graduate employment infor-
mation by advertising the per-
centage of those who secure any
kind of job within nine months of
graduation, even ones that don’t
have anything to do with the le-
gal industry. They also allege
that the reported amount for
graduates’ average salaries is in-
flated since it is derived from the
narrow, self-selected pool of peo-
ple who actually provide that in-
formation to the schools.

Jim Thelen, Cooley’s general
counsel, said that if any of the
plaintiffs or their attorneys has

issue with how law schools re-
port employment numbers, then
they ought to take it up with the
American Bar Association, which
helps set criteria for collecting
data, or even the Department of
Education—but not with individ-
ual law schools.

“These are nothing other than
attempts to bring public atten-
tion to this issue,” Mr. Thelen
said.

New York Law School Dean
Richard Matasar said in a state-
ment that the alleged claims “are
without merit and we will vigor-
ously defend against them in
court.”

Plaintiffs’ attorney David An-
ziska said his firm, Kurzon
Strauss LLP, decided to sue
these two particular law schools
in large part because of their

large class sizes, with Cooley—at
about 1,000 students in each
year—the biggest in the country.

In the first stage of what now
seems to be turning into a legal
showdown, Cooley filed a lawsuit
in Michigan state last month
against Kurzon Strauss for propa-
gating purportedly defamatory
ads on the websites Craigslist and
Facebook about the school. The
postings were part of the law
firm’s investigation into how law
schools report employment sta-
tistics, according to firm partner
Jesse Strauss.

Mr. Thelan said Kurzon Strauss
has not yet responded to the suit
from Cooley.

Kurzon Strauss attorneys have
until Thursday under Michigan
state guidelines to respond to
Cooley’s lawsuit, Mr. Thelen said.

BY PATRICK G. LEE

Law Grads Sue Over Tuition

Turmoil Hits Sprint at the Wrong Time

Surcharges Stick, Despite Oil’s Decline
mist at the Air Transport Associ-
ation, an industry group, who
hasn’t made adjustments to his
fuel forecast yet.

Earlier this week, the Organi-
zation of Petroleum Exporting
Countries cut its forecast for
global oil-demand growth by
150,000 barrels of oil a day.

United Continental Holdings
Inc., Delta Air Lines Inc. and sev-
eral other airlines declined to
comment on whether they would
be lowering fuel surcharges in the
upcoming months, stating they
can’t comment on future pricing
because of antitrust concerns.

Fuel surcharges aren’t as
complicated for major shipping
companies. United Parcel Ser-
vice Inc., FedEx Corp., and other
shippers impose a fuel surcharge
based on national average diesel
prices, reported regularly by the
Department of Energy. To cush-
ion volatility and give customers
advance notice, UPS and FedEx
set surcharges two months out,
meaning there is a lag time be-
fore increases or decreases in oil
prices are reflected in the sur-
charge.

UPS said its fuel surcharge for
ground shipments will be 8.5%
next month—down from 9.5% in
July and 9% in August—a reflec-
tion of oil prices that have crept
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down since April. But the full ef-
fects of the recent drop aren’t
likely to be realized until Octo-
ber, the company said.

“You’re not going to see it
change tomorrow,” said Kevin
Sterling, a transportation ana-
lyst at BB&T Capital Markets.

The surcharge is a percentage
of the total shipping cost. “All of
our customers benefit when fuel
goes down, it’s just not instanta-

neous,” said UPS spokesman
Norman Black, adding that the
monthly fuel surcharge has
dipped to as low as 2.5% in the
past two years.

Declining oil prices will pro-
vide some relief to UPS, but not
enough, Mr. Black said. Through
June of this year, the company
spent $2 billion on fuel, up 41%
from last year.

For customers, the fuel sur-

charges come on top of rising
shipping rates. Shipping firms
typically raise rates each year,
but rate increases were slightly
smaller than usual during the re-
cession as fewer goods were
shipped.

Demand for space on trucks
fell, giving companies less lever-
age to lift prices. UPS last month
announced a 6.9% rate rise, com-
pared with 5.9% in 2010.

UPS and FedEx set surcharges two months out, so there is a lag time before oil-price changes are reflected.
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downturn and I think they were
probably on the cusp of looking
to make some of that invest-
ment,” he said. Polo’s store of
cash and investments increased
to $981 million as of July 2, up
from $710.8 million on June 28,
2008.

Mr. Farah said it would be
“premature” to start cutting
planned expenditures. But that
could change.

“If you really thought the con-
sumer was changing and the
economic model was under pres-
sure, you would certainly look at
2012 and 2013 more carefully,”
he said.

At biotechnology company
Acorda Therapeutics Inc., Chief
Executive Ron Cohen said spend-

Continuedfromthepriorpage ing cash now is risky, because
interest rates could rise as a re-
sult of the downgrade, making
capital more expensive. The
company isn’t making immediate
changes to spending plans, but is
watching economic develop-
ments cautiously.

Acorda reported holding $228
million in cash, cash equivalents
and short-term investments as
of June 30, up from $216 million
a year earlier.

Mr. Cohen said the company
keeps most of that money in U.S.
government debt and money
markets, producing an average
yield of “significantly less than
1%.”

But, he added, “It’s much
more important for us to pre-
serve capital than get a high rate

of return. In this environment,
it’s impossible to get a high rate
of return without exposing the
capital to risk.”

If corporations remain con-
servative, or retrench further, it
will be another drag on the U.S.
economy, which grew at less
than a 1% annual rate in the first
half of the year.

Corporate capital expendi-
tures account for only about 12%
of gross domestic product, but
are crucial to growth and in-
come, said Jay Mueller, senior
portfolio manager and econo-
mist at Wells Capital Manage-
ment.

Some executives are pushing
ahead with planned projects.
Boston chemicals maker Cabot
Corp. is proceeding with a $10

million expansion of an inkjet-
colorant plant in Massachusetts,
said Chief Financial Officer Ed-
uardo Cordeiro.

But 80% of Cabot’s revenue
comes from outside the U.S., and
Mr. Cordeiro said he worries
about “ripple effects” from the
U.S. affecting markets overseas.
“All of these markets are very
much interlinked,” he said. “I
think people are just kind of
waiting to see what happens.”

—Ellen Byron
contributed to this article.

Amid the Carnage, Cash Is a Comfort

tors also think the company may
need to make a big investment
to support partner Clearwire
Corp. into early 2013, two people
familiar with the matter said.

Meanwhile, markets have
turned unfriendly to indebted
companies that might need to
raise financing. The growing
pressures have pushed Sprint’s
stock down 39% since a disap-
pointing earnings report July 28.

Sprint Chief Financial Officer
Joseph J. Euteneuer, who joined
the company this April, said in
an interview Wednesday that the
carrier has plenty of liquidity to
meet its needs with $4 billion in
cash on its balance sheet, $900
million of borrowing capacity on
its bank credit facility, and an ex-
pectation of generating positive
free cash flow for 2011.

“The company is in control of
its destiny,” he said.

Analysts are also concerned
that Sprint is still shedding too
many valuable subscribers who
sign monthly contracts, and
worry it will have trouble com-
peting with industry giants Veri-
zon Wireless and AT&T Inc., both
of which carry Apple Inc.’s
iPhone, which Sprint doesn’t.

But Sprint isn’t the only com-
pany to come under fire. The
sharp downturn in the markets—
sparked by concerns about U.S.
and European debt and a string
of weak economic data—has
raised a fresh hurdle for compa-
nies that came into August al-
ready struggling against tough
industry conditions or needing
to shape up their operations.
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Homebuilder PulteGroup Inc.,
which swung to a loss in July af-
ter a weak spring selling season
extended a housing slump now in
its fifth year, has seen its stock
fall 38% so far in August. Shares
in USA Today publisher Gannett
Co., a company already strug-
gling with the long-term decline
in newspapers and the shift by
advertisers to other media, are
down 26% in August.

The volatility has made it
harder for low-rated companies
to pull off new financings in both
bond and syndicated loan mar-
kets.

Those most at risk are compa-
nies with large debt loads from
leveraged buyouts like Caesars
Entertainment Corp., industrial

companies that would suffer first
in a recession like Goodyear Tire
& Rubber Co., and companies
with heavy capital expenditure
requirements like Sprint and
Clearwire.

Bond investors have sold
Sprint’s securities over the past
week on fears the company
would struggle to raise needed
financing in the debt markets
and would instead dip into its
coffers. Borrowing costs have re-
sponded in kind.

The yield on the company’s
short-term bonds due in 2013
has risen to around 7.87% from
4.77% in early July, according to
MarketAxess, reflecting a spike
in the rate investors would
charge Sprint for short-term

debt. Many of the demands on
Sprint’s cash involve spending on
networks that need to be merged
and upgraded. In addition to
building out its own network,
Sprint owns 54% of Clearwire
and relied entirely upon the
company’s fast, 4G network to
support its slate of 4G smart-
phones and devices.

In April, Sprint committed to
paying Clearwire just over $1 bil-
lion through 2012 to use its net-
work. It also may need to invest
several hundred million dollars
more in Clearwire to help keep
the company afloat.

Although no official decision
has been made, members of
Sprint’s board of directors now
expect the company to make a
substantial investment in Clear-
wire, said two people familiar
with the matter.

Sprint hasn’t publicly dis-
cussed further funding for Clear-
wire. “We have a billion dollar
commitment to them through
end of 2012,” Mr. Euteneuer said.
“We have good relationships
with them right now.”

A Clearwire spokesman said it
had enough cash to fund its busi-
ness for at least 12 months but it
would need about $300 million
in working capital and another
$600 million to convert to the
industry-standard 4G technology,
called LTE. Clearwire said it pre-
fers to raise money through a
strategic equity investment, but
said it could also raise money
through the debt markets or by
selling other assets.

—Matt Wirz
contributed to this article.

U.S. Probes Google
OnAndroid, Search
said it wasn’t clear what the
agency was concerned about.
But the early focus of the inves-
tigation suggests a potential
threat to Google’s plans to ex-
pand its commercial success be-
yond its current cash cow: the
Web-search engine.

The European Commission,
which has imposed restrictions
on Microsoft Corp.’s ability to
leverage its dominant com-
puter-operating system to pro-
mote other services, has been
carrying out its own broad anti-
trust probe of Google since last
year.

Google denies that it engages
in unfair or illegal competitive
practices. The company has sug-
gested the growing number of
antitrust investigations have
been spurred by rivals.

“We understand that with
success comes scrutiny,” said a
Google spokeswoman. “We’re
happy to answer any questions
they have about our business.”

An FTC spokeswoman de-
clined to comment.

The FTC’s probe is still at an
early stage, with investigators
seeking to learn the inner work-
ings of a complex business. An
investigation can last a year or
longer and won’t necessarily re-
sult in the FTC’s filing a lawsuit.

Even so, the existence of the
probe already appears to be af-

Continuedfromthepriorpage fecting the Web giant’s behavior.
The company has made tweaks
to its search engine to mollify ri-
vals and head off a possible legal
clash with antitrust authorities.

For example, FTC lawyers
have asked several Web compa-
nies about Google’s practice of
including customer reviews from
websites such as Yelp and Tri-
pAdvisor on Google’s own
“Places” service, which has
pages for local businesses, these
people said. Google Places com-
petes with Yelp and other busi-
ness-review sites, which have al-
leged Google stole their content.

Late last month, Google said
it had removed snippets of re-
views that originated on other
sites from Google Places.

As part of its probe, the FTC
is preparing to send out civil
subpoenas to third parties to
provide documents and evidence
in its investigation, said people
familiar with the matter.

Investigators have been ask-
ing companies whether Google is
restricting the use of rivals’
services on mobile devices using
its widely used operating sys-
tem, Android, the people said.

FTC lawyers have also asked
about the growing influence of
Android and how it may be help-
ing Google maintain its lead in
Web search. Google’s search en-
gine is the default for many
phones built using Android.

A Sprint store in San Francisco. The company faces demands for cash.
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Two lawsuits seeking class action status were filed in Michigan and New York on Wednesday 
against Thomas M. Cooley Law School and New York Law School. 
 
The plaintiffs, who are graduates of the defendant schools, seek $250 million from Cooley and 
$200 million from NYLS in tuition refunds as well as other damages and reformed methods of 
reporting their graduates' employment numbers. 
 
The plaintiffs—three against NYLS and four against Cooley—seek "to remedy a systemic, 
ongoing fraud that is ubiquitous in the legal education industry and threatens to leave a generation 
of law students in dire financial straits," according to both suits. 
 
The NYLS case was filed in the Supreme Court of New York County; Cooley was filed in 
Western District of Michigan. 
 
The lawsuits allege that the schools have distorted their post-graduate employment information by 
advertising the percentage of those who secure any kind of job within nine months of graduation, 
even ones that don't have anything to do with the legal industry. They also allege that the reported 
amount for graduates' average salaries is inflated since it is derived from the narrow, self-selected 
pool of people who actually provide that information to the schools. 
 
Jim Thelen, Cooley's general counsel, said that if any of the plaintiffs or their attorneys has issue 
with how law schools report employment numbers, then they ought to take it up with the 
American Bar Association, which helps set criteria for collecting data, or even the Department of 
Education—but not with individual law schools. 
 
"These are nothing other than attempts to bring public attention to this issue," Mr. Thelen said, 
"and it certainly doesn't seem like the right way to go about it." 
 
New York Law School Dean Richard Matasar said in a statement that the alleged claims "are 
without merit and we will vigorously defend against them in court." 
 
Plaintiffs' attorney David Anziska said his firm, Kurzon Strauss LLP, decided to sue these two 
particular law schools in large part because of their large class sizes, with Cooley—at about 1,000 
students in each year—the biggest in the country. 
 
In the first stage of what now seems to be turning into a legal showdown, Cooley filed a lawsuit in 
Michigan state last month against Kurzon Strauss for propagating purportedly defamatory ads on 
the websites Craigslist and Facebook about the school. The postings were part of the law firm's 
investigation into how law schools report employment statistics, according to firm partner Jesse 
Strauss.  
 
Mr. Thelan said Kurzon Strauss has not yet responded to the suit from Cooley. 
  
Kurzon Strauss attorneys have until Thursday under Michigan state guidelines to respond to 
Cooley's lawsuit, Mr. Thelen said. 


