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CKaQceU\ AVNV If IW'V RLgKW VeQXe FRU BLRWecK SWRcN
DURS SXLW
B\ Jeff MRnWgRmeU\

LaZ360 (March 1, 2022, 4:10 PM EST) -- AWWorne\s sparring in DelaZare's Chancer\ CoXrW oYer a
Zeeks-long, cosWl\ dela\ in FreqXenc\ TherapeXWics Inc. sWockholder share sales in 2021 Zhile a Wop
officer's WransacWions moYed prompWl\ Zill firsW haYe Wo shoZ Whe\'re in Whe righW coXrW, a Yice
chancellor rXled TXesda\.

 
Vice Chancellor PaXl A. FioraYanWi ordered sXpplemenWal briefs on Whe issXe afWer dismissal argXmenWs
on a si[-coXnW sXiW accXsing FreqXenc\, iWs CEO DaYid LXcchino, Wransfer agenW CompXWershare Inc.
and an affiliaWe of fidXciar\ breaches, negligence and conYersion.

 
"IW's Zell esWablished WhaW sXbjecW maWWer jXrisdicWion can be raised sXa sponWe b\ Whe coXrW, and I'm
raising iW," Whe Yice chancellor said afWer asking boWh sides earlier if Whe resXlW ZoXld be mone\-onl\
damages on some or all coXnWs, poWenWiall\ pXWWing coXnWs oXWside Whe Chancer\'s eqXiW\ landscape.

 
TZo reYocable WrXsWs sXed Whe compan\, LXcchino and CompXWershare in JXne 2021 in a complainW
WhaW accXsed Whem of holding Xp Whe WrXsWs' efforWs Wo sell Wheir shares of FreqXenc\ for seYen Zeeks.
The logjam broke onl\ afWer FreqXenc\'s sWock had fallen from a high of more Whan $55 on Feb. 19,
2021, Wo a loZ of $7.92 on March 24, 2021, aW a cosW Wo Whe WrXsW of as mXch as $3.6 million in losW
gains.

 
LXcchino Zas able Wo sell $10.5 million ZorWh of shares Zhile Whe sWock Zas raWcheWing Xp, gaining
millions, alWhoXgh Whe WrXsW's allegaWions of a possible connecWion, ZiWh LXcchino benefiWing from Whe
WrXsWs' sWalled shares, Zere rejecWed b\ FreqXenc\'s aWWorne\.

 
"The claims resW enWirel\ on conclXsor\ allegaWions WhaW Whe compan\ mXsW haYe orchesWraWed a
scheme Wo preYenW Whe plainWiffs from Wrading Wheir FreqXenc\ sWock oYer a seYen-Zeek period,"
Jennifer BXrns LX] of GoodZin ProcWor LLP, coXnsel for FreqXenc\ and LXcchino, Wold Whe Yice
chancellor. "There are ]ero acWXal allegaWions WhaW acWXall\ Wie Whe compan\ or Mr. LXcchino Wo Whe
plainWiff's reqXesWs Wo Wransfer sWock."

 
FreqXenc\ is a clinical-sWage bioWechnolog\ compan\ concenWraWing on WreaWmenWs Wo sWimXlaWe
specific W\pes of cell groZWh, ZiWh cXrrenW efforWs focXsed on acWiYaWing inner-ear hair cells WhaW enable
hearing and, poWenWiall\, combaW hearing loss.

 
The complainW filed on behalf of Whe Gregor\ J. Parseghian and ChrisWine M. Parseghian reYocable
WrXsWs ciWed claims WhaW a series of FreqXenc\ annoXncemenWs aboXW progress in Whe research efforW
raWcheWed iWs sWock price Xp from $18.56 per share in SepWember 2020 Wo $55.01 on Feb. 19, 2021.

 
AlWhoXgh ke\ figXres "had Wo be aZare" WhaW research had Waken a disappoinWing WXrn, Whe WrXsWs
argXed, LXcchino and oWhers e[ercised sWock aZard benefiWs and sold ahead of a sWeep plXmmeW
folloZing a reporW WhaW Whe prospecWiYe drXg had failed Wo oXWperform a placebo. Shares fell b\ 78% in
a single da\ Zhen Whe fXll picWXre emerged.

 
The WrXsWs, hoZeYer, Zere Xnable Wo sell before Whe plXnge becaXse of paperZork WroXbles, said SeWh
Goldman of MinW] LeYin Cohn Ferris GloYsk\ & Popeo PC, coXnsel Wo CompXWershare.
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"There is no dispXWe WhaW Whe paperZork WhaW Zas sXbmiWWed Wo CompXWershare Zas faXlW\, and as a
resXlW, CompXWershare had no dXW\ Wo Wransfer Whe shares," Goldman said. He added WhaW DelaZare
laZ and CompXWershare's agreemenW ZiWh FreqXenc\ onl\ obliged Whe Wransfer Zhen paperZork Zas
properl\ sXbmiWWed.

"The facW remains WhaW iW Zasn'W XnWil monWhs afWer Whe reqXesW Zas made," ZiWh mXlWiple misWakes b\
Whe WrXsWs' broker, WhaW Whe Wransfer coXld be e[ecXWed.

Adam C. Ford of Ford O'Brien LLP, represenWing Whe Parseghian WrXsWs, said Whe complainW made a
reasonabl\ conceiYable argXmenW WhaW Whe WrXsWs Zere YicWims, ZiWh relaWed class SecXriWies E[change
AcW liWigaWion pending in MassachXseWWs federal coXrW naming boWh LXcchino and FreqXenc\. AlWhoXgh
dispXWed b\ CompXWershare, Whe sXiW also argXed WhaW Whe Wransfer compan\ Zas acWing as
FreqXenc\'s agenW aW Whe Wime.

"On Whe one hand, Ze knoZ CompXWershare is noW Wransferring, and on Whe oWher hand Ze knoZ WhaW
Mr. LXcchino is personall\ profiWing and doing mXch beWWer becaXse shares aren'W being sold," Ford
said. "When \oX pXW Whose WZo Whings WogeWher, WhaW sXpporWs Whe reasonable inference WhaW Where Zas
some sorW of commXnicaWion."

Vice Chancellor FioraYanWi asked Ford, "WhaW shares Zere noW able Wo be sold dXring WhaW period of
Wime, oWher Whan \oXr clienW's shares, based on \oXr conspirac\ Wheor\?"

Ford said WhaW Whe complainW focXsed onl\ on Whe WrXsWs' shares, and argXed WhaW aW leasW one of Whe
coXnWs ² seeking a consWrXcWiYe WrXsW based on XnjXsW enrichmenW claims ² falls ZiWhin Whe
Chancer\'s jXrisdicWion. The oWhers, inclXding negligence, coXld When be pXlled along Xnder Whe coXrW's
"cleanXp docWrine," alloZing iW Wo reWain remaining coXnWs WhaW indiYidXall\ mighW be Wransferred Wo
SXperior CoXrW.

The Yice chancellor said he ZanWed briefs from boWh sides on Whe jXrisdicWion issXe before moYing
ahead on Whe dismissal moWion.

The Parseghian WrXsWs are represenWed b\ SamXel T. Hir]el and Jamie L. BroZn of He\man Enerio
GaWWXso & Hir]el LLP, and RoberW S. Land\, Adam C. Ford and AnjXla S. Prasad of Ford O'Brien Land\
LLP.

FreqXenc\ and LXcchino are represenWed b\ Elena C. Norman and PeWer J. ArWese of YoXng ConaZa\
SWargaWW & Ta\lor LLP, and Deborah S. Birnbach, Jennifer BXrns LX] and MaWWheZ WhiWe of GoodZin
ProcWer LLP.

CompXWershare and CompXWershare TrXsW Co. NA are represenWed b\ KeYin R. Shannon, Jacl\n C.
LeY\ and Callan C. LeY\ of PoWWer Anderson & Corroon LLP, and SeWh Goldman and Jacob H. HXparW of
MinW] LeYin Cohn Ferris GloYsk\ and Popeo PC.

The case is Parseghian eW al. Y. FreqXenc\ TherapeXWics Inc. eW al., case nXmber 2021-0551, in Whe
CoXrW of Chancer\ of Whe SWaWe of DelaZare.

--EdiWing b\ Adam LoBelia.
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