Edgar Filing: GREEN DOT CORP - Form 10-K

GREEN DOT CORP
Form 10-K

March 02, 2015
Table of Contents

UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
WASHINGTON, D.C. 20549

FORM 10-K

b ANNUAL REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT OF
1934

For the fiscal year ended December 31, 2014

OR
TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934

For the transition period from to

Commission file number 001-34819

GREEN DOT CORPORATION
(Exact name of Registrant as specified in its charter)

Delaware
(State or other jurisdiction of incorporation or 954766827 o
. (IRS Employer Identification No.)
organization)
3465 E. Foothill Blvd.
Pasadena, California 91107 (626) 765-2000
(Address of principal executive offices, including zip (Registrant's telephone number, including area code)
code)
Securities registered pursuant to Section 12(b) of the Act:
Class A Common Stock, $0.001 par value New York Stock Exchange
(Title of each class) (Name of each exchange on which registered)

Securities registered pursuant to Section 12(g) of the Act: None

Indicate by check mark if the registrant is a well-known seasoned issuer, as defined in Rule 405 of the Securities Act.
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Indicate by check mark if the registrant is not required to file reports pursuant to Section 13 or Section 15(d) of the
Act. Yes o No p

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by Section 13 or 15(d) of the
Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports), and (2) has been subject to such filing requirements for the past 90 days. Yes p No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T (§
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Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
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purposes, but without conceding, that all executive officers, directors and 10% or greater stockholders are "affiliates"

of the registrant) as of June 30, 2014, the last business day of the registrant's most recently completed second fiscal
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date as reported on the New York Stock Exchange).
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Non-Cumulative Perpetual Preferred Stock) as of January 31, 2015.
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FORWARD-LOOKING STATEMENTS

This report contains forward-looking statements regarding future events and our future results that are subject to the

safe harbors created under the Securities Act of 1933 (the “Securities Act”) and the Securities Exchange Act of 1934

(the “Exchange Act”). All statements other than statements of historical facts are statements that could be deemed to be
forward-looking statements. These statements are based on current expectations, estimates, forecasts and projections
about the industries in which we operate and the beliefs and assumptions of our management. Words such as “expects,”
“anticipates,” “targets,” “goals,” “projects,” “intends,” “plans,” “believes,” “seeks,” “estimates,” “‘continues,” “endeavors,
“assumes,” variations of such words and similar expressions are intended to identify forward-looking statements. In
addition, any statements that refer to projections of our future financial performance, our anticipated growth and

trends in our businesses, and other characterizations of future events or circumstances are forward-looking statements.
Readers are cautioned that these forward-looking statements are subject to risks, uncertainties, and assumptions that

are difficult to predict, including those identified below, under “Part I, Item 1A. Risk Factors,” and elsewhere herein.
Therefore, actual results may differ materially and adversely from those expressed in any forward-looking statements.
We undertake no obligation to revise or update any forward-looking statements for any reason.

In this report, unless otherwise specified or the context otherwise requires, “Green Dot,” “we,” “us,” and “our” refer to Green
Dot Corporation and its consolidated subsidiaries, the term “GPR cards” refers to general purpose reloadable prepaid

debit cards, the term “prepaid cards” refers to prepaid debit cards and the term “our cards” refers to our Green Dot-branded
and co-branded GPR cards. In addition, “prepaid financial services” refers to GPR cards and associated reload services,

a segment of the prepaid card industry.
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PART 1

ITEM 1. Business

Overview

Green Dot Corporation, along with its wholly owned subsidiaries, is a pro-consumer financial technology innovator
with a mission to reinvent personal banking for the masses. We are the largest provider of reloadable prepaid debit
cards and cash reload processing services in the United States. We are also a leader in mobile technology and mobile
banking with our award-winning GoBank mobile checking account. Through our wholly owned subsidiary, TPG, we
are additionally the largest processor of tax refund disbursements in the U.S. Our products and services are available
to consumers through a large-scale "branchless bank" distribution network of more than 100,000 U.S. retail locations,
thousands of neighborhood financial service center locations, online, in the leading app stores and through
approximately 25,000 tax preparation offices and leading online tax preparation providers.

The combination of our innovative products and services, broad retail distribution and proprietary technology creates
powerful network effects, which we believe enhance the value we deliver to our customers, our retail distributors and
other participants in our network.

We were incorporated in Delaware in October 1999 as Next Estate Communications, Inc. and changed our name to
Green Dot Corporation in October 2005. We completed our initial public offering of Class A common stock in July
2010. In December 2011, we became a bank holding company under the Bank Holding Company Act of 1956, as
amended, or the BHC Act, as a result of our acquisition of Bonneville Bancorp, the holding company of Bonneville
Bank, a state-chartered Utah bank, which was renamed Green Dot Bank and became a member bank of the Federal
Reserve System after the acquisition. In 2014, we made three acquisitions, including SBBT Holdings, LLC (“TPG”),
adding tax refund processing services to the range of products and services we provide.

We manage our operations and allocate resources as a single operating segment. Financial information regarding our
operations, assets and liabilities, including our total operating revenues and net income for the years ended
December 31, 2014, 2013, and 2012 and our total assets as of December 31, 2014 and 2013 are included in our
consolidated financial statements and related notes in Item 8, Financial Statements and Supplementary Data. We plan
to organize our business into more than one segment as a result of the recent acquisition of TPG.

Our principal executive offices are located at 3465 East Foothill Boulevard, Pasadena, California 91107, and our
telephone number is (626) 765-2000. We maintain a website at www.greendot.com. We make available free of
charge, on or through our website via the Investor Relations section at ir.greendot.com, our annual report on Form
10-K, quarterly reports on Form 10-Q, current reports on Form 8-K, and all amendments to those reports filed or
furnished pursuant to Section 13(a) or 15(d) of the Exchange Act as soon as reasonably practicable after filing such
material electronically or otherwise furnishing it to the Securities and Exchange Commission, or the SEC. References
to website addresses in this report are intended to be inactive textual references only, and none of the information
contained on our website is part of this report or incorporated in this report by reference.

Our Business Model

Our business model focuses on three major elements: our consumers; our products and services; and our distribution
channels.

Our Consumers

We have designed our products and services to appeal primarily to consumers living in U.S. households that earn less
than $75,000 annually across the following five consumer segments:

Unbanked — individuals who do not have a bank account,

Underbanked — individuals who may hold a bank account of one type or another, but do not maintain sufficient
balances or hold a sufficient enough credit standing to allow that individual to engage fully in the bank's offerings,
Unhappily banked — individuals who hold a bank account, but are seeking alternative solutions to that account,
New to banking — individuals who are coming of age or otherwise likely want and need a bank account, but have not
acquired one,

Millennials — characterized as younger Americans who have grown up in a mobile-based, technology-driven world and
who have distinct expectations and attitudes related to how they choose and consume various products and services,
including financial services.
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Based on data from the Federal Deposit Insurance Corporation, or FDIC, the Federal Reserve Bank, the U.S. Census,
the Center for Financial Services Innovation and our proprietary data, we believe the addressable portions of these
four consumer segments collectively represent a market opportunity of approximately 160 million people in the
United States for our products and services.

Our Products and Services

Our principal products and services consist of branded deposit account programs, private label deposit account
programs, and processing and settlement services.

Branded Deposit Account Programs

Our branded deposit account programs include Green Dot-branded and affinity-branded GPR card accounts, checking
accounts and open-loop gift cards.

Green Dot-Branded and Affinity-Branded GPR Cards. Our Green Dot-branded and affinity-branded GPR card
accounts are prepaid debit accounts issued by Green Dot Bank with deposits on those cards insured by the FDIC. GPR
cards are designed for general spending purposes and are reloadable for ongoing long-term use.

To purchase a GPR card in a retail store location, consumers typically select the temporary GPR card from an in-store
display and pay the cashier a one-time purchase fee plus the initial amount they would like to load onto their card. Our
GPR cards can also be obtained online and in the mail through our direct marketing efforts. Consumers then go online
or call a toll-free number to register their personal information with us so that we can activate their temporary prepaid
card and mail them a personalized GPR card. As explained below, consumers can then reload their personalized GPR
cards using our processing and settlement services. Funds can also be loaded on the card via direct deposit of various
disbursements, such as a customer’s payroll check.

Our GPR cards are issued as Visa- or MasterCard-branded cards and can be used by consumers at merchants that
accept these brands. Our cardholders can also conduct ATM cash withdrawal transactions at ATM machines that
accept our cards which includes the substantial majority of ATM machines located in the United States.

For regulatory compliance, risk management, operational and other reasons, our GPR cards are not anonymous and
require the customer to provide us with their personal information necessary to ensure to the satisfaction of Green Dot
Bank that it has a reasonable belief that it knows the true identity of its customers.

Checking Accounts. We offer innovative checking account products, such as GoBank, that allow customers to acquire
and manage their checking account entirely through a mobile application available on smartphone devices. In June
2013, we made our GoBank product available nationwide via GoBank.com and through a downloadable app on
leading app stores. During the fourth quarter of 2014, the GoBank product was launched at Walmart stores nationwide
as a product that consumers can acquire off the rack.

Open Loop Gift Cards. We offer general purpose, non-reloadable gift cards. Visa or MasterCard gift cards can be used
by consumers to make purchases wherever Visa or MasterCard is accepted. Funds loaded onto gift cards are not
insured by the FDIC, nor is it required that the customer provide personal identifiable information in order to use the
product.

Private Label Deposit Account Programs

We have the ability to provide private label GPR card accounts on behalf of a retailer or other third party entity.
Private label cards generally bear the trademarks or logos of the retail distributor or business entity, and our trademark
on the packaging and back of the card. These cards have the same features and characteristics as our Green
Dot-branded GPR cards, and are accepted at the same locations. We typically are responsible for managing all aspects
of these programs, including strategy, product design, marketing, customer service, operations and compliance with
our subsidiary bank serving as the card's issuer. Currently, our only private label program is the Walmart MoneyCard.
Processing and Settlement Services

Our processing and settlement services include our reload services and tax refund processing services.

Reload Services. We generate cash transfer revenues when consumers purchase our reload services. We offer
consumers affordable and convenient ways to reload any of our GPR cards and cards from more than 120 third-party
prepaid card programs, and to conduct other cash loading transactions through the Green Dot Network, our reload
network, using retailers’ specially-enabled POS devices. Consumers can add funds directly to accounts we issue and
accounts issued by our network acceptance members, to the extent those accounts are eligible to receive recurring
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deposits, at the point of sale through an automated POS swipe reload transaction. To complete transactions, consumers
pay the cashier the desired amount to be reloaded, plus a service fee, and funds are reloaded onto the GPR card at
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the point of sale without further action required on the part of the consumer. Historically, consumers were also able to
conduct cash loading transactions using our MoneyPak PIN product, which prior to 2014 was offered in all of the
retail locations where our GPR cards were sold. We began phasing out the MoneyPak PIN product in 2014 and no
longer offer that product by the end of the first quarter of 2015.

Tax Refund Processing Services. TPG, our wholly owned subsidiary, provides the processing technology that
facilitates the receipt of a taxpayer's refund proceeds. We generate tax refund processing service revenues when a
customer of a third party tax preparation company chooses to pay their tax preparation fee through the use of our tax
refund processing services, whereby we deduct the cost of the tax preparation service and the cost of our processing
service from those proceeds, and remit the balance to the taxpayer per their instructions.

Our Distribution Channels

We achieve broad distribution of our products and services through distribution arrangements with more than 100,000
"brick and mortar" locations, online and through the leading app stores. Accounts issued by us or our network
acceptance members can be reloaded at these brick and mortar locations.

Most of our arrangements for brick and mortar locations have been in effect with our distributors for several years.
These retail distributors have contracts with us, subject to termination rights, which expire at various dates from 2015
to 2018. In general, our agreements with our retail distributors give us the right to offer branded and private label
deposit account programs and reload services in their retail locations and require us to share with them by way of
commissions the revenues generated by sales of these cards and reload services. We and the retail distributors
generally also agree to certain marketing arrangements, such as promotions and advertising. Our operating revenues
derived from products and services sold at the store locations of Walmart represented approximately 54%, 64%, and
64% of our total operating revenues for the years ended December 31, 2014, 2013, and 2012, respectively. Included in
these percentages are revenues derived from the Walmart MoneyCard program, which represented approximately
38%, 45% and 49% of our total operating revenues during the years ended December 31, 2014, 2013, and 2012,
respectively.

Our Relationship with Walmart. Walmart is our largest retail distributor. Green Dot Corporation has been the provider
of Walmart-branded GPR cards sold at Walmart since the initiation of the Walmart MoneyCard program in 2007, and
Green Dot Bank has been the issuer of those cards since early 2014. Pursuant to our agreement with Walmart and
Green Dot Bank, Green Dot designs and delivers the Walmart MoneyCard product and provides all ongoing program
support, including network IT, regulatory and legal compliance, website functionality, customer service and loss
management. Walmart displays and sells the cards and Green Dot Bank serves as the issuer of the cards and holds the
associated FDIC-insured deposits. All Walmart MoneyCard products are reloadable exclusively on the Green Dot
Network. In 2013, we began offering our Green Dot-branded cards at Walmart, providing consumers the choice to
purchase either Green Dot-branded cards or any of the Walmart MoneyCard products, and during the fourth quarter of
2014, our GoBank checking account product was launched and made available in a retail setting at Walmart. In
December 2014, the contract governing our role as program manager and bank issuer for the Walmart MoneyCard
program was extended, under the same economics, terms and conditions, to December 31, 2015.

Tax Preparation Businesses. Our tax refund processing services are available to consumers through tax preparers in
three core distribution channels: Franchise tax preparers, independent tax preparers utilizing professional tax software
and taxpayers utilizing online tax preparation services. In general, our distribution agreements consist of
revenue-sharing arrangements under which we allow our channel partners to access and utilize our processing and
settlement technology as part of the tax preparation process. When our processing technology is utilized, a fee is paid
by the consumer that is shared, subject to various terms of each particular distribution agreement, between the
distribution partners and us.

Direct Channels. An increasing portion of our account sales are generated from digital and direct mail customer
acquisition sources and we expect this trend to accelerate over time. Customers who acquire our accounts through
these channels and pass identity verification typically receive an unfunded card in the mail and then can reload the
card either through a cash reload or an ACH deposit transaction.

Network Acceptance Members. A large number of program managers that offer their own prepaid cards accept funds
through the Green Dot Network. We provide reload services to more than 120 third-party prepaid card programs,
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including programs offered by UniRush and H&R Block. MasterCard’s RePower Reload Network also uses the Green
Dot Network to facilitate cash reloads for its own member programs. In addition, we provide reload services to other
kinds of financial services firms and their customers.
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Sales and Marketing

The primary objectives of our sales and marketing efforts are to educate consumers on the utility of our products and
services in order to generate demand, and to instruct consumers on where they may purchase our products and
services. We also seek to educate existing customers on the use of our products and services to encourage increased
usage and retention of our products. We accomplish these objectives through various types of consumer-oriented
marketing and advertising and by expanding our group of retail and other distributors to gain access to additional
customers.

Marketing to Consumers

We market our products to a broad group of consumers, ranging from never-banked to fully-banked consumers. We
are focusing our current sales and marketing efforts on acquisition of long-term users of our products, enhancing our
brands and image, building market adoption and awareness of our products, improving customer retention and
increasing card usage. To achieve these objectives, we highlight to consumers the core benefits of our products and
services and how the use of our products can solve their fundamental money management needs.

Our marketing campaigns for our prepaid financial services involve creating a compelling in-store presence and
product placement on television shows, retailer promotions such as circulars, online advertisements, and co-op
advertising with select retail distributors. GoBank is offered at Walmart using similar strategies.

Marketing to Business Partners

We use a variety of marketing strategies to engage with our business partners, including retail distributors, tax
preparation partners and network acceptance members.

When marketing our prepaid financial services to potential new retail distributors, we highlight several key benefits,
including our leading national brand, our in-store presence and merchandising expertise, our cash reload network, the
profitability of our products to them and our commitment to support our brand through national marketing efforts. In
addition, we communicate the peripheral benefits of our products, such as their ability to generate additional foot
traffic and sales in their stores and higher average purchase amounts per transaction. We engage in similar strategies
when marketing to our tax preparation partners.

We market our reload network to a broad range of banks, third-party processors, program managers and others that
have uses for our reload network’s cash transfer technology. When marketing to potential network acceptance
members, we highlight the key benefits of our cash loading network, including the breadth of our distribution
capabilities, our leadership position in the industry, the profitability of our products to them, consumer satisfaction
owing to the consistency in the user experience and our ongoing support of our network's offerings through national
marketing to consumers and retail partners.

Customer Service

We provide customer service through numerous technologies and channels for all of the products provided by our
company to consumers. Generally customer service for our products is available to our consumers and to our
distribution partners on a 24-hour per day, 365-day per year basis.

Competition

Our core businesses include the offering of prepaid cards, checking accounts and financial transaction processing
services to a wide range of consumers through broad, national distribution channels. Consequently, we compete
against the full spectrum of companies across the retail banking, financial services and transaction processing services
industries. In addition to the direct competitors described below, we compete for access to retail distribution channels,
allocation of shelf space within those retail distributors and for the attention of consumers at the retail level and
online. Furthermore, many of our primary competitors are entities substantially larger in size, more highly diversified
in revenue and substantially more established in age with significantly more broadly known brand awareness than
ours. As such, many of our competitors can leverage their size, financial wherewithal, brand awareness, pricing power
and technological assets to compete with us.

Prepaid Card Issuance and Program Management

We offer branded and private label deposit account card programs that directly compete with other banks that issue
prepaid cards and other program managers that provide turn-key services for prepaid card programs. Primary
competitors in this business include traditional credit, debit and prepaid card account issuers and prepaid card program
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managers like Chase, USBank, American Express, First Data, NetSpend/TSYS, UniRush, InComm, Western Union,
MoneyGram and Blackhawk Network Inc.. In addition, from time to time, new entrants introduce prepaid card
products or other products that seek to target that similar customer that could increase competition in this market.
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Reload Networks

We offer our POS swipe reload proprietary products, which enable cash loading and transfer services through our
Green Dot Network. While we believe our Green Dot Network is the leading reload network for prepaid cards in the
United States, a growing number of companies are attempting to establish and grow their own reload networks. In this
market, new companies, or alliances among existing companies, may be formed that rapidly achieve a significant
market position. Many of these companies are substantially larger than we are and have greater resources, larger and
more diversified customer bases and greater name recognition than we do. Our primary competitors in the reload
network services market are: Visa, Western Union, MoneyGram, Blackhawk Network, Inc., and Incomm. Visa has
broad brand recognition and a large base of merchant acquiring and card issuing banks. Western Union, MoneyGram,
Blackhawk Network, Inc., and Incomm each have a national network of retail and/or agent locations. In addition, we
compete for consumers and billers with financial institutions that provide their retail customers with billing, payment
and funds transfer services. Many of these institutions are substantially larger and have greater resources, larger and
more diversified customer bases and greater brand recognition than we do.

Tax Refund Processing

Our tax refund processing services compete directly with similar processing technologies and settlement capabilities
offered by companies such as Refundo, Refund Advantage, Republic Bank and others. Furthermore, other entities,
like Jackson Hewitt and H&R Block, have either fully or partially internally-developed processing and settlement
capabilities to self-provide services similar to ours. It is possible that our current or potentially new distribution
partners may seek to develop their own internal capabilities that compete with our tax refund processing services.
Personal Banking Services

With the nationwide launch of our first checking account product in June 2013, we have expanded into the market for
consumer checking accounts. In addition to availability via digital downloading from leading app stores, since the
fourth quarter of 2014, this product has been offered in a retail setting at Walmart under the GoBank brand. In this
market we compete against a wide range of both traditional and non-traditional banks, including the largest banks.
Many of these banks have greater resources, larger and more diversified customer bases and greater brand recognition
than we do. Many of these banks also have other assets that could give them an advantage, including broader ranges
of product offerings and/or retail branch networks. We believe that our consumer checking account products will be
differentiated by their innovative technological features, innovative distribution model, consumer-friendly pricing, and
branding. However, there can be no assurance that GoBank will be adopted by consumers or otherwise achieve
commercial success.

Intellectual Property

We rely on a combination of patent, trademark and copyright laws and trade secret protections in the United States, as
well as confidentiality procedures and contractual provisions, to protect the intellectual property rights related to our
products and services.

We own several trademarks, including Green Dot and GoBank. These assets are essential to our business. Through
agreements with our network acceptance members, retail distributors and customers, we authorize and monitor the use
of our trademarks in connection with their activities with us.

Our patent portfolio currently consists of seven patents and three patent applications. The term of the patents we hold
is, on average, twenty years. We feel our patents and applications are essential to our business and help to differentiate
our products and services from those of our competitors.

The industries in which we compete are characterized by rapidly changing technology, a large number of patents, and
frequent claims and related litigation regarding patent and other intellectual property rights. There can be no assurance
that our patents and other proprietary rights will not be challenged, invalidated, or circumvented; that others will not
assert intellectual property rights to technologies that are relevant to us; or that our rights will give us a competitive
advantage. In addition, the laws of some foreign countries may not protect our proprietary rights to the same extent as
the laws of the United States. The risks associated with patents and intellectual property are more fully discussed in
“Item 1A. Risk Factors,” including the risk factors entitled “We must adequately protect our brand and the intellectual
property rights related to our products and services and avoid infringing on the proprietary rights of others,” and “We
must be able to operate and scale our technology effectively to manage any future growth.”
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Regulation
Compliance with legal and regulatory requirements is a highly complex and integral part of our day-to-day operations.
Our products and services are generally subject to federal, state and local laws and regulations, including:
anti-money laundering laws;
money transfer and payment instrument licensing regulations;
escheatment laws;
privacy and information safeguard laws;
banking regulations; and
consumer protection laws.
These laws are often evolving and sometimes ambiguous or inconsistent, and the extent to which they apply to us, our
subsidiary bank or the banks that issue our cards, our retail distributors, our tax preparation partners, our network
acceptance members or our third-party processors is at times unclear. Any failure to comply with applicable law -
either by us or by the card issuing banks, retail distributors, tax preparation partners, network acceptance members or
third-party processors, over which we have limited legal and practical control - could result in restrictions on our
ability to provide our products and services, as well as the imposition of civil fines and criminal penalties and the
suspension or revocation of a license or registration required to sell our products and services.
We continually monitor and enhance our compliance program to stay current with the most recent legal and regulatory
changes. We also continue to implement policies and programs and to adapt our business practices and strategies to
help us comply with current legal standards, as well as with new and changing legal requirements affecting particular
services or the conduct of our business generally. These programs include dedicated compliance personnel and
training and monitoring programs, as well as support and guidance to our business partners on matters of regulatory
compliance programs and best practices.
Anti-Money Laundering Laws
Our products and services are generally subject to federal anti-money laundering laws, including the Bank Secrecy
Act, as amended by the USA PATRIOT Act, and similar state laws. On an ongoing basis, these laws require us,
among other things, to:
report large cash transactions and suspicious activity;
screen transactions against the U.S. government’s watch-lists, such as the Specially Designated Nationals and
Blocked Persons List maintained by the Office of Foreign Assets Control;
prevent the processing of transactions to or from certain countries, individuals, nationals and entities;
identify the dollar amounts loaded or transferred at any one time or over specified periods of time, which requires the
aggregation of information over multiple transactions;
eather and, in certain circumstances, report customer information;
comply with consumer disclosure requirements; and
register or obtain licenses with state and federal agencies in the United States and seek registration of our retail
distributors and network acceptance members when necessary.
Anti-money laundering regulations are constantly evolving. We continuously monitor our compliance with
anti-money laundering regulations and implement policies and procedures in order to comply with the most current
legal requirements. We cannot predict how these future regulations might affect us. Complying with future regulation
could be expensive or require us to change the way we operate our business.
We are registered with the Financial Crimes Enforcement Network, or FinCEN, as a money services business. As a
result of being so registered, we have established anti-money laundering compliance programs that include: (i)
internal policies and controls; (ii) designation of a compliance officer; (iii) ongoing employee training and (iv) an
independent review function. We have developed and implemented compliance programs comprised of policies,
procedures, systems and internal controls to monitor and address various legal requirements and developments. To
assist in managing and monitoring money laundering risks, we continue to enhance our anti-money laundering
compliance program. We offer our services largely through our retail distributor and network acceptance member
relationships. We have developed an anti-money laundering training manual and a program to assist in educating our
retail distributors on applicable anti-money laundering laws and regulations.
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Money Transmitter Licensing Regulations

We are subject to money transmitter licensing regulations. We have obtained licenses to operate as a money
transmitter in 39 states, Puerto Rico and Washington, D.C. The remaining U.S. jurisdictions either do not currently
regulate money transmitters or have rendered a regulatory determination or a legal interpretation that the money
services laws of that jurisdiction do not require us to obtain a license in connection with the conduct of our business.
As a licensee, we are subject to certain restrictions and requirements, including reporting, net worth and surety
bonding requirements and requirements for regulatory approval of controlling stockholders, agent locations and
consumer forms and disclosures. We are also subject to inspection by the regulators in the jurisdictions in which we
are licensed, many of which conduct regular examinations.

In addition, we must at all times maintain “permissible investments” in an amount equivalent to all “outstanding payment
obligations.” The definition and interpretation of outstanding payment obligations may vary by jurisdiction and, in
some cases, may include the balances on our card products even though technically, the outstanding payment
obligations represented by the balances on our card products are liabilities of the issuing bank. Accordingly, it is
possible that some states will require us to maintain permissible investments in an amount equal to the outstanding
payment obligations of the bank that issues our cards. The types of securities that are considered “permissible
investments” vary from state to state, but generally include cash and cash equivalents, U.S. government securities and
other highly rated debt instruments.

Escheatment Laws

Unclaimed property laws of every U.S. jurisdiction require that we track certain information on our card products and
services and that, if customer funds are unclaimed at the end of an applicable statutory abandonment period, the
proceeds of the unclaimed property be remitted to the appropriate jurisdiction. We have agreed with the banks that
issue our cards to manage escheatment law compliance with respect to our card products and services and have an
ongoing program to comply with those laws. Statutory abandonment periods applicable to our card products and
services typically range from three to seven years.

Privacy and Information Safeguard Laws

In the ordinary course of our business, we collect certain types of data, which subjects us to certain privacy and
information security laws in the United States, including, for example, the Gramm-Leach-Bliley Act of 1999, or the
GLB Act, and other laws or rules designed to regulate consumer information and mitigate identity theft. We are also
subject to privacy laws of various states. These state and federal laws impose obligations with respect to the
collection, processing, storage, disposal, use and disclosure of personal information, and require that financial
institutions have in place policies regarding information privacy and security. In addition, under federal and certain
state financial privacy laws, we must provide notice to consumers of our policies and practices for sharing nonpublic
information with third parties, provide advance notice of any changes to our policies and, with limited exceptions,
give consumers the right to prevent use of their nonpublic personal information and disclosure of it to unaffiliated
third parties. Certain state laws may, in some circumstances, require us to notify affected individuals of security
breaches of computer databases that contain their personal information. These laws may also require us to notify state
law enforcement, regulators or consumer reporting agencies in the event of a data breach, as well as businesses and
governmental agencies that own data. In order to comply with the privacy and information safeguard laws, we have
confidentiality/information security standards and procedures in place for our business activities and with network
acceptance members and our third-party vendors and service providers. Privacy and information security laws evolve
regularly, requiring us to adjust our compliance program on an ongoing basis and presenting compliance challenges.
Banking Regulations

We became a bank holding company in December 2011, as a result of our acquisition of Bonneville Bancorp, the
holding company of Bonneville Bank, a state-chartered Utah bank, which was renamed Green Dot Bank after the
acquisition. We and our subsidiary bank are extensively regulated under federal and state laws, which, in general,
results in increased compliance costs and other expenses, as we and our subsidiary bank are required to undergo
regular on-site examinations and to comply with additional reporting requirements. As a bank holding company, we
are subject to the supervision of, and inspection by, the Federal Reserve Board and are subject to certain regulations
which, among other things, restrict our business and the activities in which we may engage. Our existing business
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activities and currently proposed business activities are not materially restricted by these regulations.

Activities. Federal laws restrict the types of activities in which bank holding companies may engage, and subject them
to a range of supervisory requirements, including regulatory enforcement actions for violations of laws and policies.
Bank holding companies may engage in the business of banking and managing and controlling banks, as well as
closely related activities. In addition, financial holding companies may engage in a wider set of activities, including
with
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respect to securities activities and investments in companies engaged in nonbanking activities. The business activities
that we currently conduct are permissible activities for bank holding companies under U.S. law, and we do not expect
the limitations described above will adversely affect our current operations or materially restrict us from engaging in
activities that are currently contemplated by our business strategies. It is possible, however, that these restrictions
could limit our ability to enter other businesses in which we may wish to engage at some time in the future. It is also
possible that in the future these laws may be amended in ways, or new laws or regulations may be adopted, that
adversely affect our ability to engage in our current or additional businesses.

Even if our activities are permissible for a bank holding company, as discussed under “— Capital Adequacy” below, the
Federal Reserve Board has the authority to order a bank holding company or its subsidiaries to terminate any activity
or to require divestiture of ownership or control of a subsidiary in the event that it has reasonable cause to believe that
the activity or continued ownership or control poses a serious risk to the financial safety, soundness or stability of the
bank holding company or any of its bank subsidiaries.

Dividend Restrictions. Bank holding companies are subject to various restrictions that may affect their ability to pay
dividends. Federal and state banking regulations applicable to bank holding companies and banks generally require
that dividends be paid from earnings and, as described under “— Capital Adequacy” below, require minimum levels of
capital, which limits the funds available for payment of dividends. Other restrictions include the Federal Reserve
Board’s general policy that bank holding companies should pay cash dividends on common stock only out of net
income available to stockholders for the preceding year or four quarters and only if the prospective rate of earnings
retention is consistent with the organization’s expected future needs and financial condition, including the needs of
each of its bank subsidiaries. In the current financial and economic environment, the Federal Reserve Board has
indicated that bank holding companies should carefully review their dividend policies and has discouraged dividend
pay-out ratios that are at the 100% level unless both their asset quality and capital are very strong. A bank holding
company also should not maintain a dividend level that places undue pressure on the capital of its bank subsidiaries,
or that may undermine the bank holding company’s ability to serve as a source of strength for its bank subsidiaries. See
“— Source of Strength” below.

As part of our financial commitments to the Federal Reserve Board and Utah Department of Financial Institutions, our
subsidiary bank, Green Dot Bank, is restricted from paying dividends for 3 years from the date of acquisition.

Capital Adequacy. Bank holding companies and banks are subject to various requirements relating to capital
adequacy, including limitations on leverage. As a bank holding company that is a financial holding company, we are
required to be “well-capitalized,” meaning we must maintain a ratio of Tier 1 capital to risk-weighted assets of at least
6% and a ratio of total capital to risk-weighted assets of at least 10%. In addition, we are also subject to the generally
applicable bank holding company minimum Tier 1 leverage ratio of 4%, which is the ratio of Tier 1 capital to average
total consolidated assets. Tier 1 capital, or “core” capital, generally consists of common stockholders’ equity, perpetual
non-cumulative preferred stock and, up to certain limits, other capital elements. Tier 2 capital consists of supplemental
capital items such as the allowance for loan and lease losses, certain types of preferred stock, hybrid capital securities
and certain types of debt, all subject to certain limits. Total capital is the sum of Tier 1 capital plus Tier 2 capital.

Our subsidiary bank is also subject to separate capital and leverage requirements that we have committed to with the
Federal Reserve Board and Utah Department of Financial Institutions. As of December 31, 2014, we and our
subsidiary bank are each “well-capitalized” under the above standards and presently exceed our respective capital and
leverage commitments.

In July 2013, the Federal Reserve and other U.S. banking regulators approved final rules that conform to the new
risk-based capital, leverage and liquidity standards, known as “Basel III”” that were adopted by the international Basel
Committee on Banking Supervision in December 2010. The Basel III rules, which became effective for us and our
bank on January 1, 2015, are subject to certain phase-in periods that occur over several years. The U.S. Basel III rules
contain new capital standards that raise the quality of capital, increase minimum capital ratios and strengthen
counterparty credit risk capital requirements. The U.S. Basel III rules also include a new definition of common equity
Tier 1 capital and require that certain levels of such common equity Tier 1 capital be maintained. The rules also
include a new capital conservation buffer, which impose a common equity requirement above the new minimum that
can be depleted under stress, and could result in restrictions on capital distributions and discretionary bonuses under
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certain circumstances, as well as a new standardized approach for calculating risk-weighted assets. Under the Basel 111
rules, we must maintain a ratio of common equity Tier 1 capital to risk-weighted assets of at least 4.5%, a ratio of Tier
1 capital to risk-weighted assets of at least 6%, a ratio of total capital to risk-weighted assets of at least 8% and a
minimum Tier 1 leverage ratio of 4.0%.

Under the regulatory framework that Congress has established and bank regulators have implemented, banks are either
“well-capitalized,” “adequately capitalized,” “undercapitalized,” “significantly undercapitalized” or “critically

8

20



Edgar Filing: GREEN DOT CORP - Form 10-K

Table of Contents

undercapitalized.” Banks are generally subject to greater restrictions and supervision than bank holding companies, and
these restrictions increase as the financial condition of the bank worsens. For instance, a bank that is not
well-capitalized may not accept, renew or roll over brokered deposits without the consent of the FDIC. If our
subsidiary bank were to become less than adequately capitalized, the bank would need to submit to bank regulators a
capital restoration plan that was guaranteed by us, as its bank holding company. The bank would also likely become
subject to further restrictions on activities, such as entering into new lines of business, or would be required to conduct
activities that have the effect of limiting asset growth or preventing acquisitions. A bank that is undercapitalized
would also be prohibited from making capital distributions, including dividends, and from paying management fees to
its bank holding company if the institution would be undercapitalized after any such distribution or payment. A
significantly undercapitalized institution would be subject to mandatory capital raising activities, restrictions on
interest rates paid and transactions with affiliates, removal of management and other restrictions. The FDIC has only
very limited discretion in dealing with a critically undercapitalized institution and is virtually required to appoint a
receiver or conservator. Under these regulatory guidelines, we remain well-capitalized.

Source of Strength. Under Federal Reserve Board policy, bank holding companies are expected to act as a source of
strength to their bank subsidiaries. This support may theoretically be required by the Federal Reserve Board at times
when the bank holding company might otherwise determine not to provide it. As noted above, if a bank becomes less
than adequately capitalized, it would need to submit an acceptable capital restoration plan that, in order to be
acceptable, would need to be guaranteed by the parent holding company. In the event of a bank holding company’s
bankruptcy, any commitment by the bank holding company to a federal bank regulator to maintain the capital of a
subsidiary bank would be assumed by the bankruptcy trustee and entitled to a priority of payment. In addition, under
the Dodd-Frank Wall Street Reform and Consumer Protection Act of 2010, or the Dodd-Frank Act, the Federal
Reserve Board is required to adopt new regulations formally requiring bank holding companies to serve as a source of
strength to their subsidiary depository institutions. The Federal Reserve Board has not yet proposed rules to
implement this requirement.

Acquisitions of Bank Holding Companies. Under the BHC Act and the Change in Bank Control Act, and their
respective implementing regulations, Federal Reserve Board approval is necessary prior to any person or company
acquiring control of a bank or bank holding company, subject to certain exceptions. Control is conclusively presumed
to exist if an individual or company acquires 25% or more of any class of voting securities, and may be presumed to
exist if a person acquires 10% or more of any class of voting securities. These restrictions could affect the willingness
or ability of a third party to acquire control of us for so long as we are a bank holding company particularly if the third
party was not also a bank holding company.

Deposit Insurance and Deposit Insurance Assessments. Deposits accepted by banks, such as our subsidiary bank, have
the benefit of FDIC insurance up to the applicable limits. The FDIC’s Deposit Insurance Fund is funded by
assessments on insured depository institutions, the level of which depends on the risk category of an institution and
the amount of insured deposits that it holds. These rates currently range from 2.5 to 45 basis points on deposits. The
FDIC may increase or decrease the assessment rate schedule semi-annually, and has in the past required and may in
the future require banks to prepay their estimated assessments for future periods. The Dodd-Frank Act changes the
method of calculating deposit assessments, requiring the FDIC to assess premiums on the basis of assets less tangible
stockholders’ equity. The FDIC has indicated that this change will likely result in a lower assessment rate because of
the larger assessment base. Because of the current stress on the FDIC’s Deposit Insurance Fund resulting from the
banking crisis, those fees have increased and are likely to stay at a relatively high level.

Community Reinvestment Act. The Community Reinvestment Act of 1977, or CRA, and the regulations promulgated
by the FDIC to implement the CRA are intended to ensure that banks meet the credit needs of their respective service
areas, including low and moderate income communities and individuals, consistent with safe and sound banking
practices. The CRA regulations also require the banking regulatory authorities to evaluate a bank’s record in meeting
the needs of its service area when considering applications to establish new offices or consummate any merger or
acquisition transaction. The federal banking agencies are required to rate each insured institution’s performance under
the CRA and to make that information publicly available. Our subsidiary bank currently complies with the CRA
through investments and other activities that are designed to benefit the needs of low and moderate income
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communities.

Restrictions on Transactions with Affiliates and Insiders. Transactions between a bank and its nonbanking affiliates
are regulated by the Federal Reserve Board. These regulations limit the types and amount of these transactions,
require certain levels of collateral for loans to affiliated parties and generally require those transactions to be on an
arm’s-length basis. As a bank holding company, our transactions with our subsidiary bank are limited by these
regulations, although we do not anticipate that these restrictions will adversely affect our ability to conduct our current
operations or materially prohibit us from engaging in activities that are currently contemplated by our business
strategies.

Issuing Banks. All of the GPR cards that we provide and the Walmart gift cards we service are issued by Green Dot
Bank or either a federally- or state-chartered third-party bank. Thus, we are subject to the oversight of the regulators
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for, and certain laws applicable to, these card issuing banks. These banking laws require us, as a servicer to the banks
that issue our cards, to among other things, undertake compliance actions similar to those described under
“Anti-Money Laundering Laws” above and comply with the privacy regulations promulgated under the GLB Act as
discussed under “Privacy and Information Safeguard Laws” above. Our subsidiary bank is subject to the additional
regulatory oversight and legal obligations described above, in its capacity as issuing bank of our GPR cards.

Other. The policies of regulatory authorities, including the monetary policy of the Federal Reserve Board, have a
significant effect on the operating results of bank holding companies and their subsidiaries. Moreover, additional
changes to banking laws and regulations are possible in the near future. The Dodd-Frank Act made numerous changes
to the regulatory framework governing banking organizations, and many of these changes require rulemakings by
regulators, only a portion of which have been completed. These regulations could likewise substantially affect our
business and operations. In addition, the U.S. Congress is considering various proposals relating to the activities and
supervision of banks and bank holding companies, some of which could materially affect our operations and those of
our subsidiary bank. Although there can be no assurance regarding the ultimate impact that adoption of these
proposals will have on us, if the proposals are enacted, we expect that the benefits we seek to realize from our recent
bank acquisition will be reduced.

Consumer Protection Laws

We are subject to state and federal consumer protection laws, including laws prohibiting unfair and deceptive
practices, regulating electronic fund transfers and protecting consumer nonpublic information. We believe that we
have appropriate procedures in place for compliance with these consumer protection laws, but many issues regarding
our service have not yet been addressed by the federal and state agencies charged with interpreting the applicable
laws.

In order to permit the direct deposit of Federal benefits and other Federal funds to our products, we comply with the
requirements of the Electronic Fund Transfer Act of the Federal Reserve Board, or Regulation E, as they relate to
payroll cards, including disclosure of the terms of our electronic fund transfer services to consumers prior to their use
of the service, 21 days' advance notice of material changes, specific error resolution procedures and timetables, and
limits on customer liability for transactions that are not authorized by the consumer.

In December 2014, the Consumer Financial Protection Bureau, or CFPB, issued a notice of proposed rulemaking
requesting comment on proposed amendments to Regulation E, which implements the Electronic Fund Transfer Act,
and Regulation Z, which implements the Truth in Lending Act. The proposed rules seek to, among other things, create
comprehensive consumer protections for prepaid financial products, create a new disclosure regime regarding fees
charged for acquiring and using prepaid cards, and impose new requirements on any credit features associated with
prepaid accounts. The CFPB proposed rules are open for public commentary until March 23, 2015. If the CFPB's
rulemaking or other new regulations or laws result in changes in the way we are regulated, these regulations could
expose us to increased regulatory oversight, more burdensome regulation of our business, and increased litigation risk,
each of which could increase our costs and decrease our operating revenues.

Payment Networks

In order to provide our products and services, we, as well as our subsidiary bank, Green Dot Bank, are contracted
members with Visa and MasterCard and, as a result, are subject to payment network rules that could subject us to a
variety of fines or penalties that may be levied by the payment networks for certain acts or omissions. Visa and
MasterCard set the standards with which we and the card issuing banks must comply.

Employees

As of December 31, 2014, we had 857 employees, including 606 in general and administrative, 76 in sales and
marketing, and 175 in research and product development. None of our employees is represented by a labor union or is
covered by a collective bargaining agreement. We have never experienced any employment-related work stoppages
and consider relations with our employees to be good.
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ITEM 1A. Risk Factors

Risks Related to Our Business

Our operating results may fluctuate in the future, which could cause our stock price to decline.

Our quarterly and annual results of operations may fluctuate in the future as a result of a variety of factors, many of
which are outside of our control. If our results of operations fall below the expectations of investors or any securities
analysts who follow our Class A common stock, the trading price of our Class A common stock could decline
substantially. Fluctuations in our quarterly or annual results of operations might result from a number of factors,
including, but not limited to:

the timing and volume of purchases, use and reloads of our prepaid cards and other products and services;

the timing and volume of tax refunds processed by us, including the impact of any general delays in tax refund
disbursements from the U.S. Treasury;

the timing and success of new product or service introductions by us or our competitors;

seasonality in the purchase or use of our products and services;

changes in the level of interchange rates that can be charged;

fluctuations in customer retention rates;

changes in the mix of products and services that we sell;

changes in the mix of retail distributors through which we sell our products and services;

the timing of commencement, renegotiation or termination of relationships with significant retail distributors and
network acceptance members;

the timing of commencement of new product development and initiatives that cause us to expand into new
distribution channels, the timing of costs of existing product roll-outs to new retail distributors and the length of time
we must invest in those new products, channels or retail distributors before they generate material operating revenues;
our ability to effectively sell our products through online and direct mail marketing initiatives;

our ability to obtain timely regulatory approval for strategic initiatives;

changes in our or our competitors’ pricing policies or sales terms;

significant changes in our risk policies and controls;

the amount and timing of costs related to fraud losses;

the amount and timing of commencement and termination of major advertising campaigns;

the amount and timing of costs related to the development or acquisition of complementary businesses;

the amount and timing of costs of any major litigation to which we are a party;

the amount and timing of capital expenditures and operating costs related to the maintenance and expansion of our
business, operations and infrastructure, including our investments in a processing solution to replace our current
processing services provider;

accounting charges related to impairment of capitalized internal-use software, intangible assets and goodwill;

our ability to control costs, including third-party service provider costs and sales and marketing expenses in an
increasingly competitive market;

volatility in the trading price of our Class A common stock, which may lead to higher or lower stock-based
compensation expenses or fluctuations in the valuations of vesting equity that cause variations in our stock-based
retailer incentive compensation; and

changes in the political or regulatory environment affecting the banking or electronic payments industries generally or
the industries for prepaid financial services and tax refund processing specifically.

The loss of operating revenues from Walmart would adversely affect our business.

Historically, most of our operating revenues are derived from prepaid financial services sold at our four largest retail
distributors. As a percentage of total operating revenues, operating revenues derived from products and services
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sold at the store locations of Walmart was approximately 54% for the year December 31, 2014. Included in this
percentage, are operating revenues derived from the Walmart MoneyCard program, which represented approximately
38% of our total operating revenues. We expect that Walmart will continue to have a significant impact on our
operating revenues in future years. Although in 2015, on the whole, we expect this concentration to decrease as a
result of organic growth outside of Walmart and the additions of several recent acquisitions, it would be difficult to
replace Walmart, and the operating revenues derived from products and services sold at their stores. Accordingly, the
loss of Walmart would have a material adverse effect on our business. In addition, any publicity associated with the
loss of any of our large retail distributors could harm our reputation, making it more difficult to attract and retain
consumers and other retail distributors, and could lessen our negotiating power with our remaining and prospective
retail distributors.

Our contracts with these retail distributors have terms that expire at various dates between 2015 and 2018, and they
can in limited circumstances, such as our material breach or insolvency or, in the case of Walmart, our failure to meet
agreed-upon service levels, certain changes in control of us, and our inability or unwillingness to agree to requested
pricing changes, be terminated by these retail distributors on relatively short notice. Walmart also has the right to
terminate its agreement prior to its expiration or renewal for a number of other specified reasons, including: a change
by us in our card operating procedures that Walmart reasonably believes will have a material adverse effect on
Walmart's operations; our inability or unwillingness to make Walmart MoneyCards reloadable outside of our reload
network in the event that our reload network does not meet particular size requirements in the future; and in the event
Walmart reasonably believes that it is reasonably possible, after the parties have explored and been unable to agree on
any alternatives, that the Federal Reserve Board may determine that Walmart exercises a controlling influence over
our management or policies. There can be no assurance that we will be able to continue our relationships with our
largest retail distributors on the same or more favorable terms in future periods or that our relationships will continue
beyond the terms of our existing contracts with them. Our operating revenues and operating results could suffer if,
among other things, any of our retail distributors renegotiates, terminates or fails to renew, or to renew on similar or
favorable terms, its agreement with us or otherwise chooses to modify the level of support it provides for our products.
Our base of tax preparation partners is concentrated and our success depends in part on our ability to retain existing
partners.

If one or more of our major tax preparation partners were to substantially reduce or stop offering our services to their
customers, our business, operating results and financial condition would be harmed. Historically, substantially all of
TPG’s revenues have come from sales through a relatively small number of tax preparation firms. We do not have
long-term contractual commitments from any of our current tax preparation partners and our tax preparation partners
may elect to not renew their contracts with us with little or no advance notice. As a result, we cannot be assured that
any of our current tax preparation partners will continue to partner with us past the terms in their current agreements.
A termination with certain tax preparation partners that provide commercial tax preparation software would result in
lost revenue and the loss of the ability to secure future relationships with new or existing tax preparation firms that use
such tax software.

Our future success depends upon the active and effective promotion of our products and services by retail distributors
and tax preparation partners, but their interests and operational decisions might not always align with our interests.
Historically, most of our operating revenues are derived from our products and services sold at the stores of our retail
distributors. Following our acquisition of TPG, we expect this dependence on retail distributors to continue and
expand to include tax preparation partners as the TPG business is largely derived from products and services sold
through retail tax preparation businesses and income tax software providers. Revenues from our retail distributors and
tax preparation partners depend on a number of factors outside our control and may vary from period to period.
Because we compete with many other providers of products, including competing prepaid cards and tax refund
processing services, for placement and promotion of products in the stores of our retail distributors or in conjunction
with the delivery of tax preparation services by our tax preparation providers, our success depends on our retail
distributors and tax preparation partners and their willingness to promote our products and services successfully. In
general, our contracts with these third parties allow them to exercise significant discretion over the placement and
promotion of our products and services; they could give higher priority to the products and services of other
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companies for a variety of reasons. Accordingly, losing the support of our retail distributors and tax preparation
partners might limit or reduce the sales of our products and services. Our operating revenues and operating expenses
may also be negatively affected by operational decisions by our retail distributors and tax preparation partners. For
example, if a retail distributor reduces shelf space for our products or implements changes in its systems that disrupt
the integration between its systems and ours, our product sales could be reduced or decline and we may incur
additional merchandising costs to ensure our products are appropriately stocked. Similarly, for a variety of reasons,
many of our tax preparation partners that provide commercial income tax preparation software offer their customers
several types for tax refund processing
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services, including those of our competitors. Even if our retail distributors and tax preparation partners actively and
effectively promote our products and services, there can be no assurance that their efforts will maintain or result in
growth of our operating revenues.

Our operating revenues for a particular period are difficult to predict, and a shortfall in our operating revenues may
harm our results of operations.

Our operating revenues for a particular period are difficult to predict. Our card revenues and other fees, cash transfer
revenues and interchange revenues, collectively, may decline or grow at a slower rate than in prior periods. Our ability
to meet financial expectations could be adversely affected by various factors, such as the failure of our supply chain
management efforts to increase revenues, delays in implementing revenue growth activities or the failure of these
activities to generate expected revenues, and increased competition within the store locations of many of our largest
retail distributors. We also expect seasonal or other influences, including potential fluctuations in stock-based retailer
incentive compensation caused by variations in our stock price, to cause sequential quarterly fluctuations and periodic
declines in our operating revenues, operating income and net income. For example, in recent years, our results from
the provision of prepaid financial services for each of the first two quarters have been favorably affected by large
numbers of taxpayers electing to receive their tax refunds via direct deposit on our cards, which caused our operating
revenues to be typically higher in the first halves of those years than they were in the corresponding second halves of
those years. We expect these seasonal trends to be amplified in 2015 as a result of our provision of tax refund
processing services following our acquisition of TPG. TPG’s business is highly seasonal as it generates the substantial
majority of its revenue in the first quarter, and substantially all of its revenue in the first half of each calendar year.
Our ability to increase card usage and cardholder retention and to attract new long-term users of our products can also
have a significant effect on our operating revenues. We may be unable to generate increases in card usage, cardholder
retention or attract new long-term users of our products for a number of reasons, including our inability to maintain
our existing distribution channels, the failure of our cardholder retention and usage incentives to influence cardholder
behavior, our inability to predict accurately consumer preferences or industry changes and to modify our products and
services on a timely basis in response thereto, and our inability to produce new features and services that appeal to
existing and prospective customers. As a result, our operating results could vary materially from period to period
based on the degree to which we are successful in increasing card usage and cardholder retention and attracting
long-term users of our products.

Any of the above factors could have a material adverse impact on our business, operating results and financial
condition.

The industries in which we compete are highly competitive, which could adversely affect our operating results.

The prepaid financial services and tax refund services industries are highly competitive and include a variety of
financial and non-financial services vendors. We expect competition in the markets in which we compete will
continue and intensify as existing competitors and new market entrants have brought to market products and services
that are substantially similar to ours or that may be perceived to be better than ours. For example, Walmart,
Walgreens, CVS and others have been selling competitive products at their store locations for the past several years.
Competition is expected to negatively impact our operating revenues, excluding stock-based retailer incentive
compensation, and could cause us to compete on the basis of price or increase our sales and marketing expenses, any
of which would likely seriously harm our business, operating results and financial condition. Our current and potential
competitors include:

prepaid card program managers, such as American Express, First Data, Total Systems Services, and other traditional
banks, such as J.P. Morgan Chase, that have entered the prepaid card market;

reload network providers, such as Visa, Western Union and MoneyGram;

prepaid card distributors, such as InComm and Blackhawk Network; and

providers of tax refund processing services, including tax preparation businesses with their own internally-developed
products and services and independent providers, such as Republic Bank & Trust Company.

Some of these vendors compete with us in more than one of the vendor categories described above, while others are
primarily focused in a single category. In addition, competitors in one category have worked or are working with
competitors in other categories to compete with us. A portion of our cash transfer revenues is derived from reloads to
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cards managed by companies that compete with us as program managers. We also face actual and potential
competition from retail distributors or from other companies, such as PayPal and Visa that have decided or may in the
future decide to compete, or compete more aggressively, in the prepaid financial services industry. Similarly, some of
our tax
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preparation partners have developed or may seek to develop their own products and services that compete with our tax
refund processing services.

We also compete with businesses outside of the prepaid financial services industry, including traditional providers of
financial services, such as banks that offer demand deposit accounts and card issuers that offer credit cards, private
label retail cards and gift cards. In particular, our GoBank product is designed to compete directly with banks by
providing products and services that they have traditionally provided. These and other competitors in the larger
electronic payments industry are introducing new and innovative products and services, such as those involving radio
frequency and proximity payment devices (such as contactless cards), e-commerce and mobile commerce, that
compete with ours. We expect that this competition will continue as the prepaid financial services industry and the
larger banking and electronic payments industry continues to rapidly evolve. We also expect to compete with
businesses outside the traditional tax refund processing services industry in the future as new entrants seek to develop
software solutions that may replace the need for our tax refund processing services.

Many existing and potential competitors have longer operating histories and greater name recognition than we do. In
addition, many of our existing and potential competitors are substantially larger than we are, may already have or
could develop substantially greater financial and other resources than we have, may offer, develop or introduce a
wider range of programs and services than we offer or may use more effective advertising and marketing strategies
than we do to achieve broader brand recognition, customer awareness and retail penetration. We could experience
increased price competition as we are facing increased competition with a greater number of offerings from existing
competitors and new market entrants. If this happens, we expect that the purchase and use of our products and services
would decline in the near term and farther into the future. If price competition materially intensifies, we may have to
increase the incentives that we offer to our retail distributors and our tax preparation partners and decrease the prices
of our products and services, any of which would likely adversely affect our operating results.

Our long-term success depends on our ability to compete effectively against existing and potential competitors that
seek to provide prepaid cards or other electronic payment products and services or tax refund processing services. If
we fail to compete effectively against any of the foregoing threats, our revenues, operating results, prospects for future
growth and overall business could be materially and adversely affected.

We make significant investments in products and services that may not be successful.

Our prospects for growth depend on our ability to innovate by offering new, and adding value to our existing, product
and service offerings and on our ability to effectively commercialize such innovations. We will continue to make
significant investments in research, development, and marketing for new products and services, including our
checking account products and other mobile or banking products arising out of our acquisitions or otherwise.
Investments in new products and services are speculative. Commercial success depends on many factors, including
innovativeness, price, the competitive environment and effective distribution and marketing. If customers do not
perceive our new offerings as providing significant value, they may fail to accept our new products and services,
which would negatively impact our operating revenues. We may not achieve significant operating revenues from new
product and service investments for a number of years, if at all. Moreover, new products and services may not be
profitable, and even if they are profitable, operating margins for new products and services may not be as high as the
margins we have experienced in the past.

Acquisitions or investments could disrupt our business and harm our financial condition.

We have in the past acquired, and we expect to acquire in the future, other businesses and technologies. The process
of integrating an acquired business, product, service or technology can create unforeseen operating difficulties,
expenditures and other challenges such as:

tncreased regulatory and compliance requirements;

regulatory restrictions on revenue streams of acquired businesses;

tmplementation or remediation of controls, procedures and policies at the acquired company;

diversion of management time and focus from operation of our then-existing business to acquisition integration
challenges;

coordination of product, sales, marketing and program, and systems management functions;

transition of the acquired company’s users and customers onto our systems;
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retention of employees from the acquired company;
tntegration of employees from the acquired company into our organization;
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integration of the acquired company’s accounting, information management, human resource and other administrative
systems and operations generally with ours;

liability for activities of the acquired company prior to the acquisition, including violations of law, commercial
disputes, and tax and other known and unknown liabilities; and

increased litigation or other claims in connection with the acquired company, including claims brought by terminated
employees, customers, former stockholders or other third parties.

If we are unable to successfully integrate an acquired business or technology or otherwise address these difficulties
and challenges or other problems encountered in connection with an acquisition, we might not realize the anticipated
benefits of that acquisition, we might incur unanticipated liabilities or we might otherwise suffer harm to our business
generally. Unanticipated costs, delays or other operational or financial problems related to integrating the acquired
company and business with our company may result in the diversion of our management's attention from other
business issues and opportunities. To integrate acquired businesses, we must implement our technology systems in the
acquired operations and integrate and manage the personnel of the acquired operations. We also must effectively
integrate the different cultures of acquired business organizations into our own in a way that aligns various interests,
and may need to enter new markets in which we have no or limited experience and where competitors in such markets
have stronger market positions. Failures or difficulties in integrating the operations of the businesses that we acquire,
including their personnel, technology, compliance programs, financial systems, distribution and general business
operations and procedures, marketing, promotion and other relationships, may affect our ability to grow and may
result in us incurring asset impairment or restructuring charges. Furthermore, acquisitions and investments are often
speculative in nature and the actual benefits we derive from them could be lower or take longer to materialize than we
expect.

To the extent we pay the consideration for any future acquisitions or investments in cash, it would reduce the amount
of cash available to us for other purposes. Future acquisitions or investments could also result in dilutive issuances of
our equity securities or the incurrence of debt, contingent liabilities, amortization expenses, or impairment charges
against goodwill on our balance sheet, any of which could harm our financial condition and negatively impact our
stockholders.

Fraudulent and other illegal activity involving our products and services could lead to reputational damage to us,
reduce the use and acceptance of our cards and reload network, reduce the use of our tax refund processing services,
and may adversely affect our financial position and results of operations.

Criminals are using increasingly sophisticated methods to engage in illegal activities involving prepaid cards, reload
products or customer information. In addition, to the extent our checking account products become widely adopted by
consumers, we expect that criminals will target our checking account products as well. Illegal activities involving our
products and services often include malicious social engineering schemes, where people are asked to provide a
prepaid card or reload product in order to obtain a loan or purchase goods or services. Illegal activities may also
include fraudulent payment or refund schemes and identity theft. We rely upon third parties for some transaction
processing services, which subjects us and our customers to risks related to the vulnerabilities of those third parties. A
single significant incident of fraud, or increases in the overall level of fraud, involving our cards and other products
and services, could result in reputational damage to us, which could reduce the use and acceptance of our cards and
other products and services, cause retail distributors or network acceptance members to cease doing business with us
or lead to greater regulation that would increase our compliance costs. Fraudulent activity could also result in the
imposition of regulatory sanctions, including significant monetary fines, which could adversely affect our business,
operating results and financial condition. Furthermore, we have accelerated the implementation of risk control
mechanisms that have made it more difficult for all customers, including legitimate customers, to obtain and use our
products and services. We believe it is likely that our risk control mechanisms may continue to adversely affect our
new card activations from legitimate customers for the foreseeable future and that our operating revenues, excluding
stock-based retailer incentive compensation, will be negatively impacted as a result.

As a bank holding company, we are subject to extensive and potentially changing regulation and may be required to
serve as a source of strength for Green Dot Bank, which may adversely affect our business, financial position and
results of operations.
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As a bank holding company, we are subject to comprehensive supervision and examination by the Federal Reserve
Board and must comply with applicable regulations and other commitments we have agreed to, including financial
commitments in respect to minimum capital and leverage requirements. If we fail to comply with any of these
requirements, we may become subject to formal or informal enforcement actions, proceedings, or investigations,
which could result in regulatory orders, restrictions on our business operations or requirements to take corrective

actions, which may, individually or in the aggregate, affect our results of operations and restrict our ability to grow.

If

we fail to comply with the applicable capital and leverage requirements, or if our subsidiary bank fails to comply with

its applicable
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capital and leverage commitments, the Federal Reserve Board may limit our ability to pay dividends, or if we become
less than adequately capitalized, require us to raise additional capital. In addition, as a bank holding company and a
financial holding company, we are generally prohibited from engaging, directly or indirectly, in any activities other
than those permissible for bank holding companies and financial holding companies. This restriction might limit our
ability to pursue future business opportunities which we might otherwise consider but which might fall outside the
scope of permissible activities.

Moreover, in response to the financial crisis of 2008 and the Wall Street Reform and Consumer Protection Act, or the
Dodd-Frank Act, banking supervisors in the United States continue to implement a variety of new requirements on
banking entities. Some of these requirements apply or will apply directly to us or to our subsidiary bank, while certain
requirements apply or will apply only to larger institutions. Although we cannot anticipate the final form of many of
these regulations, how they will affect our business or results of operations, or how they will change the competitive
landscape in which we operate, such regulations could have a material adverse impact on our business and financial
condition, particularly if they make it more difficult for us or our retail distributors to sell our card products.

Changes in laws and regulations to which we are subject, or to which we may become subject, may increase our costs
of operation, decrease our operating revenues and disrupt our business.

The provision of banking services, prepaid financial services and tax refund processing services is highly regulated
and, from time to time, the laws and regulations affecting these industries, and the manner in which they are
interpreted, are subject to change and legal action. Accordingly, changes in laws and regulations or the interpretation
or enforcement thereof may occur that could increase our compliance and other costs of doing business, require
significant systems redevelopment, or render our products or services less profitable or obsolete, any of which could
have an adverse effect on our results of operations. For example, we could face more stringent anti-money laundering
rules and regulations, as well as more stringent licensing rules and regulations, compliance with which could be
expensive and time consuming. In addition, adverse rulings relating to our industries could cause our products and
services to be subject to additional laws and regulations, which could make our products and services less profitable.
If onerous regulatory requirements were imposed on the sale of our products and services and our bank, the
requirements could lead to a loss of retail distributors or tax preparation partners, which, in turn, could materially and
adversely impact our operations. Moreover, if our products are adversely impacted by the interpretation or
enforcement of these regulations or we or any of our retail distributors or tax preparation partners were unwilling or
unable to make any such operational changes to comply with the interpretation or enforcement thereof, we would no
longer be able to sell our products and services through that noncompliant retail distributor or tax preparation partner,
which could have a material adverse effect on our business, financial position and results of operations.

State and federal legislators and regulatory authorities are increasingly focused on the banking and consumer financial
services industries, and may propose and adopt new legislation that could result in significant adverse changes in the
regulatory landscape for financial institutions and financial services companies. In December 2014, the Consumer
Financial Protection Bureau, or CFPB, issued a notice of proposed rulemaking requesting comment on proposed
amendments to Regulation E, which implements the Electronic Fund Transfer Act and Regulation Z, which
implements the Truth in Lending Act. The proposed rules seek to, among other things, create comprehensive
consumer protections for prepaid financial products, create a new disclosure regime regarding fees charged for
acquiring and using prepaid cards, and impose new requirements on any credit features associated with prepaid
accounts. The CFPB proposed rules are open for public commentary until March 23, 2015.

If the CFPB's rulemaking or other new regulations or laws result in changes in the way we are regulated, these
regulations could expose us to increased regulatory oversight, more burdensome regulation of our business, and
increased litigation risk, each of which could increase our costs and decrease our operating revenues. Furthermore,
limitations placed on fees we charge or the disclosures that must be provided with respect to our products and services
could increase our costs and decrease our operating revenues. It is difficult to determine with any certainty what
obligations the final rules, if any, might impose or what impact they might have on our business.

Changes in laws and regulations, or our failure to comply with existing laws and regulations, applicable to our tax
refund-related services could have a material adverse effect on our business, prospects, results of operations, and
financial condition and the return on our investment in the acquisition of TPG.
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We expect to derive a significant portion of our revenues and earnings in 2015 from the tax refund processing and
settlement services offered by our recently acquired wholly owned subsidiary, TPG. The tax preparation industry

is regulated under a variety of statutes in addition to those regulations currently applicable to our legacy products and
services, all of which are subject to change and which may impose significant costs, limitations or prohibitions on the
way we conduct or expand our tax refund processing and related services. In recent years, state legislators, state
attorneys general, and regulators have increased their focus on the tax preparation industry including tax refund
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processing services and the use thereof by tax preparation firms. Laws making such services less profitable, or even
unprofitable, could be passed in any state at any time or existing laws could expire or be amended, any of which could
have a material adverse effect on our business, prospects, results of operations, and financial condition. State
regulators have broad discretionary power and may impose new requirements, interpret or enforce existing regulatory
requirements in different ways or issue new administrative rules, even if not contained in state statutes, and state
attorneys general could take actions, that affect the way we offer our tax refund-related services and may force us to
terminate, modify, or cease our operations in particular states. State or Federal regulators could also impose rules that
are generally adverse to our tax refund-related services. Any new requirements or rules, or new interpretations of
existing requirements or rules, or failure to follow requirements or rules, or future lawsuits or rulings, could have a
material adverse effect on our business, prospects, results of operations, and financial condition.

We operate in a highly regulated environment, and failure by us, the banks that issue our cards, the businesses that
participate in our reload network, the banks that assist with our tax refund processing services, and our tax preparation
partners to comply with applicable laws and regulations could have an adverse effect on our business, financial
position and results of operations.

We operate in a highly regulated environment, and failure by us, the banks that issue our cards or the businesses that
participate in our reload network to comply with the laws and regulations to which we are subject could negatively
impact our business. We are subject to state money transmission licensing requirements and a wide range of federal
and other state laws and regulations. In particular, our products and services are subject to an increasingly strict set of
legal and regulatory requirements intended to protect consumers and to help detect and prevent money laundering,
terrorist financing and other illicit activities.

Many of these laws and regulations are evolving, unclear and inconsistent across various jurisdictions, and ensuring
compliance with them is difficult and costly. For example, with increasing frequency, federal and state regulators are
holding businesses like ours to higher standards of training, monitoring and compliance, including monitoring for
possible violations of laws by the businesses that participate in our reload network. Failure by us or those businesses
to comply with the laws and regulations to which we are or may become subject could result in fines, penalties or
limitations on our ability to conduct our business, or federal or state actions, any of which could significantly harm our
reputation with consumers and other network participants, banks that issue our cards and regulators, and could
materially and adversely affect our business, operating results and financial condition.

Changes in rules or standards set by the payment networks, such as Visa and MasterCard, or changes in debit network
fees or products or interchange rates, could adversely affect our business, financial position and results of operations.
We are subject to association rules that could subject us to a variety of fines or penalties that may be levied by the card
associations or networks for acts or omissions by us or businesses that work with us, including card processors, such
as Total System Services, Inc. The termination of the card association registrations held by us or any changes in card
association or other debit 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 have
an adverse effect on our business, operating results and financial condition. In addition, from time to time, card
associations increase the organization and/or processing fees that they charge, which could increase our operating
expenses, reduce our profit margin and adversely affect our business, operating results and financial condition.
Furthermore, a substantial portion of our operating revenues is derived from interchange fees. For the year

December 31, 2014, interchange revenues represented 29.6% of our total operating revenues, and we expect
interchange revenues to continue to represent a significant percentage of our total operating revenues. The amount of
interchange revenues that we earn is highly dependent on the interchange rates that the payment networks set and
adjust from time to time.

The enactment of the Dodd-Frank Act required the Federal Reserve Board to implement regulations that have
substantially limited interchange fees for many issuers. While the interchange rates that may be earned by us and our
subsidiary bank are exempt from the limitations imposed by the Dodd-Frank Act, there can be no assurance that future
regulation or changes by the payment networks will not impact our interchange revenues substantially. If interchange
rates decline, whether due to actions by the payment networks or future regulation, we would likely need to change
our fee structure to offset the loss of interchange revenues. However, our ability to make these changes is limited by
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the terms of our contracts and other commercial factors, such as price competition. To the extent we increase the
pricing of our products and services, we might find it more difficult to acquire consumers and to maintain or grow
card usage and customer retention, and we could suffer reputational damage and become subject to greater regulatory
scrutiny. We also might have to discontinue certain products or services. As a result, our total operating revenues,
operating results, prospects for future growth and overall business could be materially and adversely affected.
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Our actual operating results may differ significantly from our guidance.

From time to time, we may issue guidance in our quarterly earnings conference calls, or otherwise, regarding our
future performance that represents our management’s estimates as of the date of release. This guidance, which includes
forward-looking statements, is based on projections prepared by our management. These projections are not prepared
with a view toward compliance with published guidelines of the American Institute of Certified Public Accountants,
and neither our independent registered public accounting firm nor any other independent expert or outside party
compiles or examines the projections. Accordingly, no such person expresses any opinion or any other form of
assurance with respect to those projections.

Projections are based upon a number of assumptions and estimates that, while presented with numerical specificity,
are inherently subject to significant business, economic and competitive uncertainties and contingencies, many of
which are beyond our control, and are based upon specific assumptions with respect to future business decisions, some
of which will change. For example, our recent estimates of the financial impact of the discontinuation of our
MoneyPak PIN product are subject to a variety of assumptions and estimates and are highly uncertain due to our
reliance on our retail distributors to transition our MoneyPak customers to POS swipe reload transactions. While we
have stated and we intend to continue to state possible outcomes as high and low ranges that are intended to provide a
sensitivity analysis as variables are changed, we can provide no assurances that actual results will not fall outside of
the suggested ranges.

The principal reason that we release guidance is to provide a basis for our management to discuss our business outlook
with analysts and investors. We do not accept any responsibility for any projections or reports published by any of
these persons.

Guidance is necessarily speculative in nature, and it can be expected that some or all of the assumptions underlying
the guidance furnished by us will prove to be incorrect or will vary significantly from actual results. For example, on a
number of occasions in 2014, we adjusted our revenue guidance as our assumptions were proven incorrect by our
actual results. Accordingly, our guidance is only an estimate of what management believes is realizable as of the date
of release. Actual results will vary from our guidance and the variations may be material. In light of the foregoing,
investors are urged not to rely upon our guidance in making an investment decision with respect to our Class A
common stock.

Any failure to implement our operating strategy successfully or the occurrence of any of the events or circumstances
set forth in this Item 1A could result in our actual operating results being different from our guidance, and such
differences may be adverse and material.

We receive important services from third-party vendors. Replacing them would be difficult and disruptive to our
business.

Some services relating to our business, including fraud management and other customer verification services,
transaction processing and settlement, card production, and customer service, are outsourced to third-party vendors.
We also depend on third-party banks to assist with our tax refund processing services. It would be difficult to replace
some of our third-party vendors in a timely manner if they were unwilling or unable to provide us with these services
during the term of their agreements with us and our business and operations could be adversely affected. In particular,
due to the seasonality in our tax refund processing services business, any material service interruptions or service
delays with key vendors during the tax season could result in losses that have an even greater adverse effect on that
business than would be the case with our overall business.

Our business could suffer if there is a decline in the use of prepaid cards as a payment mechanism or there are adverse
developments with respect to the prepaid financial services industry in general.

As the prepaid financial services industry evolves, consumers may find prepaid financial services to be less attractive
than traditional or other financial services. Consumers might not use prepaid financial services for any number of
reasons, including the general perception of our industry. For example, negative publicity surrounding other prepaid
financial service providers could impact our business and prospects for growth to the extent it adversely impacts the
perception of prepaid financial services among consumers. If consumers do not continue or increase their usage of
prepaid cards, our operating revenues may remain at current levels or decline. Predictions by industry analysts and
others concerning the growth of prepaid financial services as an electronic payment mechanism may overstate the
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growth of an industry, segment or category, and you should not rely upon them. The projected growth may not occur
or may occur more slowly than estimated. If consumer acceptance of prepaid financial services does not continue to
develop or develops more slowly than expected or if there is a shift in the mix of payment forms, such as cash, credit
cards, traditional debit cards and prepaid cards, away from our products and services, it could have a material adverse
effect on our financial position and results of operations.
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A data security breach could expose us to liability and protracted and costly litigation, and could adversely affect our
reputation and operating revenues.

We and our retail distributors, tax preparation partners, network acceptance members, third-party processors and the
merchants that accept our cards receive, transmit and store confidential customer and other information in connection
with the sale and use of our products and services. Our encryption software and the other technologies we use to
provide security for storage, processing and transmission of confidential customer and other information may not be
effective to protect against data security breaches by third parties. The risk of unauthorized circumvention of our
security measures has been heightened by advances in computer capabilities and the increasing sophistication of
hackers. Our retail distributors, tax preparation partners, network acceptance members, third-party processors and the
merchants that accept our cards also may experience similar security breaches involving the receipt, transmission and
storage of our confidential customer and other information. Improper access to our or these third parties’ systems or
databases could result in the theft, publication, deletion or modification of confidential customer and other
information.

A data security breach of the systems on which sensitive cardholder or other customer or end-customer data and
account information are stored could lead to fraudulent activity involving our products and services, reputational
damage and claims or regulatory actions against us. If we are sued in connection with any data security breach, we
could be involved in protracted and costly litigation. If unsuccessful in defending that litigation, we might be forced to
pay damages and/or change our business practices or pricing structure, any of which could have a material adverse
effect on our operating revenues and profitability. We would also likely have to pay (or indemnify the banks that issue
our cards for) fines, penalties and/or other assessments imposed by Visa or MasterCard as a result of any data security
breach. Further, a significant data security breach could lead to additional regulation, which could impose new and
costly compliance obligations. In addition, a data security breach at one of the third-party banks that issue our cards or
at our retail distributors, tax preparation partners, network acceptance members or third-party processors could result
in significant reputational harm to us and cause the use and acceptance of our cards or other products and services to
decline, either of which could have a significant adverse impact on our operating revenues and future growth
prospects. Moreover, it may require substantial financial resources to address and remediate any such breach, which
could have a significant adverse impact on our operating results.

Litigation or investigations could result in significant settlements, fines or penalties.

We are subject to regulatory oversight in the normal course of our business, and have been and from time to time may
be subject to regulatory or judicial proceedings or investigations. The outcome of securities class actions and other
litigation and regulatory or judicial proceedings or investigations is difficult to predict. Plaintiffs or regulatory
agencies or authorities in these matters may seek recovery of very large or indeterminate amounts, seek to have
aspects of our business suspended or modified or seek to impose sanctions, including significant monetary fines. The
monetary and other impact of these actions, litigations, proceedings or investigations may remain unknown for
substantial periods of time. The cost to defend, settle or otherwise resolve these matters may be significant. Further, an
unfavorable resolution of litigation, proceedings or investigations against us could have a material adverse effect on
our business, operating results, or financial condition. In this regard, such costs could make it more difficult to
maintain the capital, leverage and other financial commitments at levels we have agreed to with the Federal Reserve
Board and the Utah Department of Financial Institutions. If regulatory or judicial proceedings or investigations were
to be initiated against us by private or governmental entities, adverse publicity that may be associated with these
proceedings or investigations could negatively impact our relationships with retail distributors, tax preparation
partners, network acceptance members and card processors and decrease acceptance and use of, and loyalty to, our
products and related services, and could impact the price of our Class A common stock. In addition, such proceedings
or investigations could increase the risk that we will be involved in litigation. The outcome of any such litigation is
difficult to predict and the cost to defend, settle or otherwise resolve these matters may be significant. For the
foregoing reasons, if regulatory or judicial proceedings or investigations were to be initiated against us by private or
governmental entities, our business, results of operations and financial condition could be adversely affected or our
stock price could decline.
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We must adequately protect our brand and our intellectual property rights related to our products and services and
avoid infringing on the proprietary rights of others.

The Green Dot, GoBank and TPG brands are important to our business, and we utilize trademark registrations and
other means to protect them. Our business would be harmed if we were unable to protect our brand against
infringement and its value was to decrease as a result.

We rely on a combination of patent, trademark and copyright laws, trade secret protection and confidentiality and
license agreements to protect the intellectual property rights related to our products and services. We currently have
seven patents outstanding and three patents pending. Although we generally seek patent protection for inventions and
improvements that we anticipate will be incorporated into our products and services, there is always a chance that our
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patents or patent applications could be challenged, invalidated or circumvented, or that an issued patent will not
adequately cover the scope of our inventions or improvements incorporated into our products or services.
Additionally, our patents could be circumvented by third-parties.

Recent and proposed changes to U.S. patent laws and rules may also affect our ability to protect and enforce our
intellectual property rights. For example, the Leahy-Smith America Invents Act transitions the manner in which
patents are issued and changes the way in which issued patents are challenged. The long-term impact of these changes
are unknown, but this law could cause a certain degree of uncertainty surrounding the enforcement and defense of our
issued patents, as well as greater costs concerning new and existing patent applications.

We may unknowingly violate the intellectual property or other proprietary rights of others and, thus, may be subject to
claims by third parties. These assertions may increase over time as a result of our growth and the general increase in
the pace of patent claims assertions, particularly in the United States. Because of the existence of a large number of
patents in the mobile technology field, the secrecy of some pending patents, and the rapid rate of issuance of new
patents, it is not economically practical or even possible to determine in advance whether a product or any of its
elements infringes or will infringe on the patent rights of others. Regardless of the merit of these claims, we may be
required to devote significant time and resources to defending against these claims or to protecting and enforcing our
own rights. We might also be required to develop a non-infringing technology or enter into license agreements and
there can be no assurance that licenses will be available on acceptable terms and conditions, if at all. Some of our
intellectual property rights may not be protected by intellectual property laws, particularly in foreign jurisdictions. The
loss of our intellectual property or the inability to secure or enforce our intellectual property rights or to defend
successfully against an infringement action could harm our business, results of operations, financial condition and
prospects.

We are exposed to losses from customer accounts.

Fraudulent activity involving our products may lead to customer disputed transactions, for which we may be liable
under banking regulations and payment network rules. Our fraud detection and risk control mechanisms may not
prevent all fraudulent or illegal activity. To the extent we incur losses from disputed transactions, our business, results
of operations and financial condition could be materially and adversely affected.

Additionally, our cardholders can incur charges in excess of the funds available in their accounts, and we may become
liable for these overdrafts. While we decline authorization attempts for amounts that exceed the available balance in a
cardholder’s account, the application of card association rules, the timing of the settlement of transactions and the
assessment of the card’s monthly maintenance fee, among other things, can result in overdrawn accounts.
Maintenance fee assessment overdrafts occur as a result of our charging a cardholder, pursuant to the card’s terms and
conditions, the monthly maintenance fee at a time when he or she does not have sufficient funds in his or her account.
Our remaining overdraft exposure arises primarily from late-posting. A late-post occurs when a merchant posts a
transaction within a payment network-permitted timeframe but subsequent to our release of the authorization for that
transaction, as permitted by card association rules. Under card association rules, we may be liable for the amount of
the transaction even if the cardholder has made additional purchases in the intervening period and funds are no longer
available on the card at the time the transaction is posted.

We consider overdrawn account balances to be our receivables due from cardholders. We maintain reserves to cover
the risk that we may not recover these receivables due from our cardholders, but our exposure may increase above
these reserves for a variety of reasons, including our failure to predict the actual recovery rate accurately. To the
extent we incur losses from overdrafts above our reserves or we determine that it is necessary to increase our reserves
substantially, our business, results of operations and financial condition could be materially and adversely affected.
An impairment charge of goodwill or other intangibles could have a material adverse impact on our financial
condition and results of operations.

Because we have grown in part through acquisitions, our net goodwill and intangible assets represent a significant
portion of our consolidated assets. Our net goodwill and intangible assets were $417.2 million as of December 31,
2014. Under accounting principles generally accepted in the United States, or U.S. GAAP, we are required to test the
carrying value of goodwill and intangible assets at least annually or sooner if events occur that indicate impairment
could exist. These events or circumstances could include a significant change in the business climate, including a
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significant sustained decline in a reporting unit’s fair value, legal and regulatory factors, operating performance
indicators, competition and other factors.

U.S. GAAP requires us to assign and then test goodwill at the reporting unit level. If over a sustained period of time
we experience a decrease in our stock price and market capitalization, which may serve as an estimate of the fair value
of our reporting unit, this may be an indication of impairment. If the fair value of our reporting unit is less
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than its net book value, we may be required to record goodwill impairment charges in the future. In addition, if the
revenue and cash flows generated from any of our other intangible assets is not sufficient to support its net book value,
we may be required to record an impairment charge. The amount of any impairment charge could be significant and
could have a material adverse impact on our financial condition and results of operations for the period in which the
charge is taken.

If we are unable to keep pace with the rapid technological developments in our industry and the larger electronic
payments industry necessary to continue providing our network acceptance members and cardholders with new and
innovative products and services, the use of our cards and other products and services could decline.

The electronic payments industry is subject to rapid and significant technological changes, including continuing
advancements in the areas of radio frequency and proximity payment devices (such as contactless cards), e-commerce
and mobile commerce, among others. We cannot predict the effect of technological changes on our business. We rely
in part on third parties, including some of our competitors and potential competitors, for the development of, and
access to, new technologies. We expect that new services and technologies applicable to our industry will continue to
emerge, and these new services and technologies may be superior to, or render obsolete, the technologies we currently
utilize in our products and services. Additionally, we may make future investments in, or enter into strategic alliances
to develop, new technologies and services or to implement infrastructure change to further our strategic objectives,
strengthen our existing businesses and remain competitive. However, our ability to transition to new services and
technologies that we develop may be inhibited by a lack of industry-wide standards, by resistance from our retail
distributors, network acceptance members, third-party processors or consumers to these changes, or by the intellectual
property rights of third parties. Our future success will depend, in part, on our ability to develop new technologies and
adapt to technological changes and evolving industry standards. These initiatives are inherently risky, and they may
not be successful or may have an adverse effect on our business, financial condition and results of operations.

We face settlement risks from our retail distributors, which may increase during an economic downturn.

The vast majority of our business is conducted through retail distributors that sell our products and services to
consumers at their store locations. Our retail distributors collect funds from the consumers who purchase our products
and services and then must remit these funds directly to accounts established for the benefit of these consumers at the
banks that issue our cards. The remittance of these funds by the retail distributor takes on average two business days.
If a retail distributor becomes insolvent, files for bankruptcy, commits fraud or otherwise fails to remit proceeds to our
card issuing bank from the sales of our products and services, we are liable for any amounts owed to our customers.
As of December 31, 2014, we had assets subject to settlement risk of $148.7 million. Given the possibility of recurring
volatility in global financial markets, the approaches we use to assess and monitor the creditworthiness of our retail
distributors may be inadequate, and we may be unable to detect and take steps to mitigate an increased credit risk in a
timely manner.

Economic downturns could result in settlement losses, whether or not directly related to our business. We are not
insured against these risks. Significant settlement losses could have a material adverse effect on our business, results
of operations and financial condition.

Economic, political and other conditions may adversely affect trends in consumer spending.

The electronic payments industry, including the prepaid financial services segment within that industry, depends
heavily upon the overall level of consumer spending. If the recovery of the U.S. economy slows or conditions in the
United States become uncertain or deteriorate, we may experience a reduction in the number of our cards that are
purchased or reloaded, the number of transactions involving our cards and the use of our reload network and related
services. A sustained reduction in the use of our products and related services, either as a result of a general reduction
in consumer spending or as a result of a disproportionate reduction in the use of card-based payment systems, would
materially harm our business, results of operations and financial condition.

Our business is dependent on the efficient and uninterrupted operation of computer network systems and data centers.
Our ability to provide reliable service to customers and other network participants depends on the efficient and
uninterrupted operation of our computer network systems and data centers as well as those of our retail distributors,
network acceptance members and third-party processors. Our business involves movement of large sums of money,
processing of large numbers of transactions and management of the data necessary to do both. Our success in our
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partners and the third party processors. We rely on the ability of our employees, systems and processes and those of
the banks that issue our cards, our retail distributors, tax refund preparation partners, our network acceptance members
and third-party processors to process and facilitate these transactions in an efficient, uninterrupted and error-free
manner. Their failure to do so could materially and adversely impact our operating revenues and results of operations,
particularly during the tax season, when we derive substantially all of operating revenues for our tax refund processing
services and a significant portion of our other operating revenues.

In the event of a breakdown, a catastrophic event (such as fire, natural disaster, power loss, telecommunications
failure or physical break-in), a security breach or malicious attack, an improper operation or any other event impacting
our systems or processes, or those of our vendors, or an improper action by our employees, agents or third-party
vendors, we could suffer financial loss, loss of customers, regulatory sanctions and damage to our reputation. The
measures we have taken, including the implementation of disaster recovery plans and redundant computer systems,
may not be successful, and we may experience other problems unrelated to system failures. We may also experience
software defects, development delays and installation difficulties, any of which could harm our business and
reputation and expose us to potential liability and increased operating expenses. Some of our contracts with retail
distributors, including our contract with Walmart, contain service level standards pertaining to the operation of our
systems, and provide the retail distributor with the right to collect damages and potentially to terminate its contract
with us for system downtime exceeding stated limits. If we face system interruptions or failures, our business
interruption insurance may not be adequate to cover the losses or damages that we incur.

We must be able to operate and scale our technology effectively to manage any future growth.

Our ability to continue to provide our products and services to network participants, as well as to enhance our existing
products and services and offer new products and services, is dependent on our information technology systems. If we
are unable to manage the technology associated with our business effectively, we could experience increased costs,
reductions in system availability and losses of our network participants. Any failure of our systems in scalability and
functionality would adversely impact our business, financial condition and results of operations.

Our future success depends on our ability to attract, integrate, retain and incentivize key personnel.

Our future success will depend, to a significant extent, on our ability to attract, integrate, retain and recognize key
personnel, namely our management team and experienced sales, marketing and program and technology development
personnel. Replacing departing key personnel can involve organizational disruption and uncertainty. We must retain
and motivate existing personnel, and we must also attract, assimilate and motivate additional highly-qualified
employees. We may experience difficulty in managing transitions and assimilating our newly-hired personnel, which
may adversely affect our business. Competition for qualified management, sales, marketing and program and
technology development personnel can be intense. Competitors have in the past and may in the future attempt to
recruit our top management and employees. If we fail to attract, integrate, retain and incentivize key personnel, our
ability to manage and grow our business could be harmed.

We might require additional capital to support our business in the future, and this capital might not be available on
acceptable terms, or at all.

If our unrestricted cash and cash equivalents balances and any cash generated from operations are not sufficient to
meet our future cash requirements, we will need to access additional capital to fund our operations. We may also need
to raise additional capital to take advantage of new business or acquisition opportunities. We may seek to raise capital
by, among other things:

tssuing additional shares of our Class A common stock or other equity securities;

tssuing debt securities; and

borrowing funds under a credit facility.

We may not be able to raise needed cash in a timely basis on terms acceptable to us or at all. Financings, if available,
may be on terms that are dilutive or potentially dilutive to our stockholders. The holders of new securities may also
receive rights, preferences or privileges that are senior to those of existing holders of our Class A common stock. In
addition, if we were to raise cash through a debt financing, the terms of the financing might impose additional
conditions or restrictions on our operations that could adversely affect our business. If we require new sources of
financing but they are insufficient or unavailable, we would be required to modify our operating plans to take into
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The occurrence of catastrophic events could damage our facilities or the facilities of third parties on which we depend,
which could force us to curtail our operations.

We and some of the third-party service providers on which we depend for various support functions, such as customer
service and card processing, are vulnerable to damage from catastrophic events, such as power loss, natural disasters,
terrorism and similar unforeseen events beyond our control. Our principal offices, for example, are situated in the
foothills of southern California near known earthquake fault zones and areas of elevated wild fire danger. If any
catastrophic event were to occur, our ability to operate our business could be seriously impaired. In addition, we might
not have adequate insurance to cover our losses resulting from catastrophic events or other significant business
interruptions. Any significant losses that are not recoverable under our insurance policies, as well as the damage to, or
interruption of, our infrastructure and processes, could seriously impair our business and financial condition.

If we fail to maintain proper and effective internal controls, our ability to produce accurate financial statements on a
timely basis could be impaired, which could result in a loss of investor confidence in our financial reports and have an
adverse effect on our stock price.

Our management is responsible for establishing and maintaining adequate internal control over financial reporting to
provide reasonable assurance regarding the reliability of our financial reporting and the preparation of financial
statements for external purposes in accordance with U.S. GAAP. If we are unable to maintain adequate internal
control over financial reporting, we might be unable to report our financial information on a timely basis and might
suffer adverse regulatory consequences or violate NYSE listing standards. There could also be a negative reaction in
the financial markets due to a loss of investor confidence in us and the reliability of our financial statements. We have
in the past and may in the future discover areas of our internal financial and accounting controls and procedures that
need improvement. Our internal control over financial reporting will not prevent or detect all error and all fraud. A
control system, no matter how well conceived and operated, can provide only reasonable, not absolute, assurance that
the objectives of the control system will be met. Because of the inherent limitations in all control systems, no
evaluation of controls can provide absolute assurance that all control issues and instances of fraud, if any, within our
company will be detected. If we are unable to maintain proper and effective internal controls, we may not be able to
produce accurate financial statements on a timely basis, which could adversely affect our ability to operate our
business and could result in regulatory action, and could require us to restate, our financial statements. Any such
restatement could result in a loss of public confidence in the reliability of our financial statements and sanctions
imposed on us by the SEC.

Changes in accounting standards or inaccurate estimates or assumptions in the application of accounting policies
could adversely affect our financial condition and results of operations.

Our accounting policies and methods are fundamental to how we record and report our financial condition and results
of operations. Some of these policies require use of estimat

47



