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

FORM 10-Q

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

For the quarterly period ended March 31, 2018

OR

o 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

(Exact name of Registrant as specified in its charter)

Delaware 95-4766827
(State or other jurisdiction of incorporation or organization) (IRS Employer Identification No.)
3465 E. Footh.lll Bllvd. (626) 765-2000
Pasadena, California 91107 (Registrant's telephone number, including area code)
(Address of principal executive offices, including zip code) & P ’ g
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 (§
232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required to
submit and post such files). Yes p No o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer, a
smaller reporting company, or an emerging growth company. See the definitions of “large accelerated filer,” “accelerated
filer,” “smaller reporting company,” and "emerging growth company" in Rule 12b-2 of the Exchange Act. (Check one):
Large accelerated filer p Accelerated filer 0
Non-accelerated filer o(Do not check if a smaller reporting company) Smaller reporting company o

Emerging growth company o
If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition
period for complying with any new or revised financial accounting standards provided pursuant to Section 13(a) of the
Exchange Act. o
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNop
There were 51,925,496 shares of Class A common stock outstanding, par value $.001 per share as of April 30, 2018.
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PART I

ITEM 1. Financial Statements

GREEN DOT CORPORATION
CONSOLIDATED BALANCE SHEETS

Assets

Current assets:

Unrestricted cash and cash equivalents

Restricted cash

Investment securities available-for-sale, at fair value
Settlement assets

Accounts receivable, net

Prepaid expenses and other assets

Income tax receivable

Total current assets

Investment securities available-for-sale, at fair value

Loans to bank customers, net of allowance for loan losses of $451 and $291 as of March

31, 2018 and December 31, 2017, respectively
Prepaid expenses and other assets
Property and equipment, net

Deferred expenses

Net deferred tax assets

Goodwill and intangible assets

Total assets

Liabilities and Stockholders’ Equity
Current liabilities:

Accounts payable

Deposits

Obligations to customers

Settlement obligations

Amounts due to card issuing banks for overdrawn accounts
Other accrued liabilities

Deferred revenue

Note payable

Income tax payable

Total current liabilities

Other accrued liabilities

Note payable

Net deferred tax liabilities

Total liabilities

Commitments and contingencies (Note 16)
Stockholders’ equity:

Class A common stock, $0.001 par value; 100,000 shares authorized as of March 31, 2018

March 31,
2018
(unaudited)

December 31,
2017

(In thousands, except par

value)

$1,268,137
86,608
15,875
179,520
29,337
53,219
1,632,696
132,673

19,713

8,157
100,358
14,608
6,639
574,141
$2,488,985

$32,398
1,293,272
69,874
11,672
1,239
105,640
22,999
20,906
2,818
1,560,818
31,612
53,478
7,786
1,653,694

and December 31, 2017; 51,841 and 51,136 shares issued and outstanding as of March 31, 52

2018 and December 31, 2017, respectively
Additional paid-in capital

356,052

$919,243
90,852
11,889
209,399
35,277
47,086
7,459
1,321,205
141,620

18,570

8,179
97,282
21,791
6,507
582,377
$2,197,531

$34,863
1,022,180
95,354
6,956
1371
123,397
30,875
20,906
74
1,335,976
30,520
58,705
7,780
1,432,981

51

354,789
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Retained earnings 480,471 410,440
Accumulated other comprehensive loss (1,284 ) (730 )
Total stockholders’ equity 835,291 764,550
Total liabilities and stockholders’ equity $2,488,985 $2,197,531

See notes to unaudited consolidated financial statements
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GREEN DOT CORPORATION
CONSOLIDATED STATEMENTS OF OPERATIONS
(UNAUDITED)

Operating revenues:

Card revenues and other fees

Processing and settlement service revenues
Interchange revenues

Total operating revenues

Operating expenses:

Sales and marketing expenses
Compensation and benefits expenses
Processing expenses

Other general and administrative expenses
Total operating expenses

Operating income

Interest income

Interest expense

Income before income taxes

Income tax expense

Net income

Basic earnings per common share:
Diluted earnings per common share:
Basic weighted-average common shares issued and outstanding:

Diluted weighted-average common shares issued and outstanding:

See notes to unaudited consolidated financial statements

2

Three Months Ended
March 31,

2018 2017

(In thousands, except
per share data)

$130,060 $100,969
100,240 90,675
84,698 61,357
314,998 253,001

91,968 71,685
54,507 41,218
48,425 40,942
43,718 37,780
238,618 191,625
76,380 61,376
5,600 2,854
(1,516 ) (1,665
80,464 62,565
10,433 21,811
$70,031  $40,754

$1.36 $0.81
$1.29 $0.78
51,439 50,458
54,234 52,497
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GREEN DOT CORPORATION
CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME
(UNAUDITED)
Three Months
Ended March 31,
2018 2017
(In thousands)
Net income $70,031 $40,754
Other comprehensive (loss) income
Unrealized holding (losses) gains, net of tax (554 ) 13
Comprehensive income $69.477 $40,767
See notes to unaudited consolidated financial statements

3
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GREEN DOT CORPORATION
CONSOLIDATED STATEMENTS OF CASH FLOWS
(UNAUDITED)

Operating activities

Net income

Adjustments to reconcile net income to net cash provided by operating activities:
Depreciation and amortization of property and equipment
Amortization of intangible assets

Provision for uncollectible overdrawn accounts

Employee stock-based compensation

Amortization of premium on available-for-sale investment securities
Amortization of deferred financing costs

Impairment of capitalized software

Changes in operating assets and liabilities:

Accounts receivable, net

Prepaid expenses and other assets

Deferred expenses

Accounts payable and other accrued liabilities

Deferred revenue

Income tax receivable/payable

Other, net

Net cash provided by operating activities

Investing activities

Purchases of available-for-sale investment securities
Proceeds from maturities of available-for-sale securities
Proceeds from sales of available-for-sale securities
Payments for acquisition of property and equipment
Net increase in loans

Acquisition, net of cash acquired

Net cash used in investing activities

Financing activities

Borrowings from notes payable

Repayments of borrowings from notes payable
Borrowings on revolving line of credit
Repayments on revolving line of credit
Proceeds from exercise of options

Taxes paid related to net share settlement of equity awards
Net increase in deposits

Net increase in obligations to customers
Contingent consideration payments
Repurchase of Class A common stock
Deferred financing costs

Net cash provided by financing activities

Three Months Ended
March 31,

2018 2017

(In thousands)

$70,031 $40,754
8,922 8,749
8,236 6,557
18,385 18,246
9,360 6,534
320 322

398 394

— 156
(12,626 ) 5,451
(6,111 ) 968

7,183 5,565
(18,936 ) (13,267 )
(6,480 ) (8,128 )
10,136 21,629

51 929
88,869 94,859
(13,774 ) (19,961 )
17,676 28,989
124 15,318
(13,386 ) (11,844 )
(1,143 ) (1,199 )
— (139,256 )
(10,503 ) (127,953 )
— 20,000
(5,625 ) (25,625 )
— 205,000
— (155,000 )
7,802 5,155
(15,898 ) (2,162 )
271,092 88,947
9,115 8,269
(202 ) (192 )
— (50,000 )
— (164 )
266,284 94,228
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Net increase in unrestricted cash, cash equivalents and restricted cash
Unrestricted cash, cash equivalents and restricted cash, beginning of period
Unrestricted cash, cash equivalents and restricted cash, end of period

Cash paid for interest
Cash paid for income taxes

Reconciliation of unrestricted cash, cash equivalents and restricted cash at end of period:
Unrestricted cash and cash equivalents

Restricted cash

Total unrestricted cash, cash equivalents and restricted cash, end of period

See notes to unaudited consolidated financial statements
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344,650
1,010,095
$1,354,745

$1,118
$80

$1,268,137
86,608
$1,354,745

61,134
744,761
$805,895

$1,271
$122

$785,838
20,057
$805,895
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GREEN DOT CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1—Organization

Green Dot Corporation (“we,” “our,” or “us” refer to Green Dot Corporation and its consolidated subsidiaries) is a
pro-consumer bank holding company and financial technology innovator with a mission to reinvent personal banking
for the masses. We employ a unique “products and platform” operating model whereby we use our banking and
technology assets to design, build and distribute our branded financial services products directly to consumers through
a large-scale omni-channel national distribution platform, while also allowing qualified third party partners to access
those same banking and technology assets to design, build and distribute their own bespoke financial services directly
to their consumers through their own distribution platforms. Through our six revenue divisions and our subsidiary
bank, Green Dot Bank, we are a leading provider of prepaid cards, debit cards, checking accounts, secured credit
cards, payroll debit cards, consumer cash processing services, wage disbursements and tax refund processing services.
With approximately 100,000 major name U.S. retail stores selling our products, several leading direct-to-consumer
websites, thousands of tax preparation offices, several apps available in the two leading app stores and distribution
through several enterprise-scale “Banking as a Service,” or "BaaS," partnerships, we are one of the most broadly
distributed banking franchises in the United States. We are headquartered in Pasadena, California, with additional
facilities throughout the United States and in Shanghai, China.

As the regulated entity and issuing bank for substantially all products and services we provide, whether our own or on
behalf of a BaaS platform partner, we are directly accountable for all aspects of each program’s integrity, inclusive of
ensuring the program’s compliance with all applicable banking regulations, applicable state and federal law and our
various internal governance policies and procedures related to all areas of risk and compliance, in addition to
deploying enterprise-class risk management practices and procedures to ensure each program’s initial and ongoing
safety and soundness.

Our products and services:

We offer consumers a broad collection of financial products and services managed through several diverse business
lines which are then made available to consumers through a widely-available “branchless" distribution network in the
United States. Many of the products and services we internally create and distribute are marketed under the Green Dot
brand name, which we believe is both a well-known and highly trusted brand name for millions of consumers. Our
branchless network consists of:

distribution arrangements with approximately 100,000 mostly major chain retail locations, which we refer to as “retail
distributors” and thousands of neighborhood Financial Service Center locations;

several differently branded, Green Dot-owned and operated direct-to-consumer online and direct mail customer
acquisition platforms;

corporate distribution partnerships with businesses that provide payroll cards to their employees to receive wage
disbursements;

more than 25,000 small and large tax preparation companies and individual tax preparers, which are sometimes
referred to as electronic return originators, or “EROs”, who are able to offer our products and services to their customers
through the use of various tax preparation industry software packages with which our products are integrated;

apps compatible with the iOS and Android operating systems downloaded through the corresponding app store; and
platform partners’ distribution channels that those partners use to acquire customers for their bespoke products and
services that are powered by our BaaS Platform.

Our products and services include several deposit account programs, such as network-branded reloadable prepaid
debit cards marketed under several leading consumer brand names, which we collectively refer to as "GPR cards,"
consumer checking accounts, small business checking accounts, network-branded gift cards (known as open-loop),
secured credit cards and other financial services.

We also offer several products and services that specialize in facilitating the movement cash on behalf of consumers
and businesses. These products and services include: our proprietary swipe reload system for crediting cash onto an
enabled payment card by swiping the payment card at the point of sale at any Green Dot Network participating

99 ¢
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retailer; MoneyPak, a product that allows a consumer to add funds to accounts we issue or accounts issued by other
United States chartered and regulated third party banks; and e-cash remittance services, a service that allows a
consumer

5

10



Edgar Filing: GREEN DOT CORP - Form 10-Q

Table of Contents

GREEN DOT CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

Note 1—Organization (continued)

to transfer money to a smartphone for fulfillment at a Green Dot participating retailer. We refer to these services
collectively as our cash transfer products. We also provide disbursement services through our Simply Paid platform
that enables a payment solution for companies to pay their workforce and customers in the time and manner they
desire and provide tax refund transfers that provide the processing technology to facilitate receipt of a taxpayers'
refund proceeds.

Our BaaS Platform:

Through our BaaS Platform, we currently power the following types of products and services on behalf of several of
America’s largest retail, consumer, technology and financial services companies:

Mobile banking;

{ oan disbursement accounts;

Spend-based Mobile P2P services, such as Apple Pay Cash;

Money transfer services;

GPR cards;

Network branded "open loop" gift cards;

{nstant payment and wage disbursements;

Small business checking accounts and debit cards; and

€Consumer checking accounts.

Note 2—Summary of Significant Accounting Policies

Basis of Presentation

The accompanying unaudited consolidated financial statements are prepared in accordance with generally accepted
accounting principles in the United States of America, or GAAP. We consolidated our wholly-owned subsidiaries and
eliminated all significant intercompany balances and transactions.

We have also prepared the accompanying unaudited consolidated financial statements in conformity with the
instructions to Form 10-Q and Article 10 of Regulation S-X and, consequently, they do not include all of the annual
disclosures required by GAAP. Reference is made to our Annual Report on Form 10-K for the year

ended December 31, 2017 for additional disclosures, including a summary of our significant accounting policies.
There have been no material changes to our significant accounting policies during the three months ended March 31,
2018, other than the adoption of the accounting pronouncements discussed below. In our opinion, the accompanying
unaudited consolidated financial statements contain all adjustments, consisting of normal and recurring items, except
as otherwise noted, necessary for the fair presentation of our financial position, results of operations and cash flows
for the interim periods presented.

Recent Accounting Pronouncements

Recently issued accounting pronouncements not yet adopted

In January 2017, the FASB issued ASU No. 2017-04, Intangibles - Goodwill and Other ("ASU 2017-04"):
Simplifying the Test for Goodwill Impairment, which simplifies the existing two-step guidance for goodwill
impairment testing by eliminating the second step resulting in a write-down to goodwill equal to the initial amount of
impairment determined in step one. The ASU is to be applied prospectively for reporting periods beginning after
December 15, 2019. Early adoption is permitted for interim or annual goodwill impairment tests performed after
January 1, 2017. We are currently evaluating the impact of the provisions of ASU 2017-04 on our consolidated
financial statements, however, we do not anticipate it will have a material impact upon adoption.

In June 2016, the FASB issued ASU No. 2016-13, Financial Instruments — Credit Losses (Topic 326): Measurement of
Credit Losses on Financial Instruments ("ASU 2016-13") that requires financial assets measured at amortized cost be
presented at the net amount expected to be collected. Credit losses on available-for-sale debt securities should be
recorded through an allowance for credit losses limited by the amount that the fair value is less than amortized cost.
ASU 2016-13 is effective for fiscal years beginning after December 15, 2019, including interim periods within those

11
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fiscal years. Early adoption is permitted. We are currently evaluating the impact of ASU 2016-13 on our consolidated
financial statements.
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GREEN DOT CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONTINUED)

Note 2—Summary of Significant Accounting Policies (continued)

In February 2016, the FASB issued ASU No. 2016-02, Leases (Topic 842) ("ASU 2016-02") in order to increase
transparency and comparability among organizations by recognizing lease assets and lease liabilities on the balance
sheet for those leases classified as operating leases under previous GAAP. ASU 2016-02 requires that a lessee should
recognize a liability to make lease payments and a right-of-use asset representing its right to use the underlying asset
for leases with a term greater than 12 months. ASU 2016-02 is effective for fiscal years beginning after December 15,
2018, including interim periods within those periods, using a modified retrospective approach and early adoption is
permitted. We are currently in the process of evaluating the impact of ASU 2016-02 on our consolidated financial
statements.

Recently adopted accounting pronouncements

In May 2014, the FASB issued ASU No. 2014-09, Revenue from Contracts with Customers (Topic 606) ("ASU
2014-09"), and has since been modified through additional technical corrections since its original issuance
(collectively ASC 606). ASU 2014-09 supersedes nearly all existing revenue recognition guidance under current
GAAP. The core principle of ASU 2014-09, is to recognize revenues when promised goods or services are transferred
to customers in an amount that reflects the consideration to which an entity expects to be entitled for those goods or
services. The standard defines a five step process to achieve this core principle and, in doing so, more judgment and
estimates may be required within the revenue recognition process than are required under previous GAAP. The
standard allows companies to apply either a full retrospective approach, which requires applying the standard to each
prior year reporting period presented, or a modified retrospective approach with a cumulative effect adjustment
recognized upon adoption. We adopted the provisions of the standard on January 1, 2018 using the modified
retrospective approach, which did not result in any cumulative adjustment to opening retained earnings nor did it have
a material impact on our consolidated financial statements. The adoption of ASU 2014-09, however, requires
expanded disclosures under the new guidance. See Note 3 - Revenues for further information and additional
discussion around changes identified to our policies under the new accounting pronouncement.

In January 2016, the FASB issued ASU No. 2016-01, Financial Instruments — Overall (Subtopic 825-10): Recognition
and Measurement of Financial Assets and Financial Liabilities ("ASU 2016-01"). ASU 2016-01 revises the
classification and measurement of investments in certain equity investments and the presentation of certain fair value
changes for certain financial liabilities measured at fair value. ASU 2016-01 requires the change in fair value of many
equity investments to be recognized in net income. We adopted the provisions of ASU 2016-01 on January 1, 2018,
the result of which did not have any impact upon our consolidated financial statements.

In November 2016, the FASB issued ASU No. 2016-18, Restricted Cash ("ASU 2016-18"), to require that restricted
cash and restricted cash equivalents be included with cash and cash equivalents when reconciling the
beginning-of-period and end-of-period total cash amounts shown on the statement of cash flows. Consequently,
transfers between cash and restricted cash will not be presented as a separate line item in the operating, investing or
financing sections of the cash flow statement. The amendments should be applied retrospectively to each period
presented. We adopted the provisions of ASU 2016-18 on January 1, 2018, the effect of which resulted in an
immaterial reclassification in presentation on our statement of cash flows, but had no affect on our consolidated
financial results.

In February 2018, the FASB issued ASU No. 2018-02, Reclassification of Certain Tax Effects from Accumulated
Other Comprehensive Income ("ASU 2018-02"). Under existing U.S. GAAP, the effects of changes in tax rates and
laws on deferred tax balances are recorded as a component of income tax expense in the period in which the law was
enacted. When deferred tax balances related to items originally recorded in accumulated other comprehensive income
are adjusted, certain tax effects become stranded in accumulated other comprehensive income. The amendments in
ASU 2018-02 allow a reclassification from accumulated other comprehensive income to retained earnings for stranded
tax effects resulting from the 2017 Tax Cuts and Jobs Act. The amendments in this ASU also require certain

13
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disclosures about stranded tax effects. We adopted the provisions of ASU 2018-02 as of December 31, 2017, the result
of which did not have a material impact upon our consolidated financial statements.
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GREEN DOT CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONTINUED)

Note 3—Revenues

Adoption of ASC 606

On January 1, 2018, we adopted ASC 606 using the modified retrospective method applied to contracts which were
not completed upon adoption, the impact of which did not result in any cumulative adjustment to our retained
earnings. Results for reporting periods beginning after January 1, 2018 are presented under ASC 606, while prior
period amounts have not been adjusted and continue to be reported in accordance with our historical accounting
policies.

The impact of our adoption of ASC 606 was limited to a change in presentation of certain incentive agreements. Prior
to the adoption of ASC 606, incentive payments with our retail distributors and other partners had generally been
recorded as a reduction to revenues over the related period of benefit the incentive payment related. Upon the adoption
of ASC 606, such payments are classified as sales and marketing expenses since these contractual arrangements have
been determined to be outside the scope of contracts with our customers under the new accounting standard. The total
amount of incentive payments recognized was $1.8 million and $1.1 million for the three months ended March 31,
2018 and 2017.

Accounting Policy Update

Our operating revenues consist of card revenues and other fees, processing and settlement service revenues and
interchange revenues. The core principle of the new revenue standard is that these revenues will be recognized when
control of the promised goods or services is transferred to our customers, in an amount that reflects the consideration
we expect to be entitled to in exchange for those goods or services, as determined under a five-step process.

A description of our principal revenue generating activities is as follows:

Card Revenues and Other Fees

Card revenues and other fees consist of monthly maintenance fees, new card fees, ATM fees, and other card revenues.
We earn these fees based upon the underlying terms and conditions with each of our cardholders that obligate us to
stand ready to provide account services to each of our cardholders over the contract term. Agreements with our
cardholders are considered daily service contracts as they are not fixed in duration.

We charge maintenance fees on a monthly basis pursuant to the terms and conditions in the applicable cardholder
agreements. We recognize monthly maintenance fees ratably over each day in the monthly bill cycle in which the fee
is assessed, which represents the period our cardholders receive the benefits of our services and our performance
obligation is satisfied.

We charge new card fees when a consumer purchases a new card in a retail store. The new card fee provides our
cardholders a material right and accordingly, we defer and recognize new card fee revenues on a straight-line basis
over our average card lifetime, which is currently five months for our GPR cards and six months for our gift cards. We
determine the average card lifetime based on our recent historical data for comparable products. We measure card
lifetime for our GPR cards as the time, inclusive of reload activity, between sale (or activation) of the card and the
date of the last positive balance. We measure the card lifetime for our gift cards as the redemption period during
which cardholders initiate the substantial majority of their transactions. We reassess average card lifetime quarterly.
We report the unearned portion of new card fees as a component of deferred revenue in our consolidated balance
sheets. See Contract Balances below for further information.

We charge ATM fees to cardholders when they withdraw money at certain ATMs in accordance with the terms and
conditions in our cardholder agreements. We recognize ATM fees when the withdrawal is made by the cardholder,
which is the point in time our performance obligation is satisfied and service is transferred. Since our cardholder
agreements are considered daily service contracts, our performance obligations for these types of transactional based
fees are satisfied on a daily basis, or as each transaction occurs.

Other revenues consist primarily of revenue associated with our gift card program, transaction-based fees and fees
associated with optional products or services, which we offer our cardholders at their election. Since our performance

15
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obligations are settled daily, we recognize most of these fees at the point in time the transactions occur which is when
the underlying control of the services are transferred. In the case of our gift card program, we record the related
revenues using the redemption method.
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GREEN DOT CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONTINUED)

Note 3—Revenues (continued)
Substantially all our fees are collected from our cardholders at the time the fees are assessed and debited from their
account balance.
Processing and Settlement Service Revenues
Our processing and settlement services consist of cash transfer revenues, Simply Paid disbursement revenues, and tax
refund processing service revenues.
We generate cash transfer revenues when consumers purchase our cash transfer products (reload services) in a retail
store. Our reload services are subject to the same terms and conditions in each of the applicable cardholder agreements
as discussed above. We recognize these revenues at the point in time the reload services are completed. Similarly, we
earn Simply Paid disbursement fees from our business partners as payment disbursements are made.
We earn 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. Revenues we earn from these
services are generated from our contractual relationships with the tax software transmitters. These contracts may be
multi-year agreements and vary in length, however, our underlying promise obligates us only to process each refund
transfer on a transaction by transaction basis as elected by the taxpayer. Accordingly, we recognize tax refund
processing service revenues at the point in time we remit each taxpayer’s proceeds from his or her tax return.
Interchange
We earn interchange revenues from fees remitted by the merchant’s bank, which are based on rates established by the
payment networks, such as Visa and MasterCard, when account holders make purchase transactions using our card
products and services. We recognize interchange revenues at the point in time the transactions occur, as our
performance obligation is satisfied.
Principal vs Agent
For all our significant revenue-generating arrangements, we record revenues on a gross basis except for our tax refund
processing service revenues which are recorded on a net basis.
Disaggregation of Revenues
Our products and services are offered only to customers within the United States. We determine our operating
segments based on how our chief operating decision maker manages our operations, makes operating decisions and
evaluates operating performance. Within our segments, we believe that the nature, amount, timing and uncertainty of
our revenue and cash flows and how they are affected by economic factors can be further illustrated based on the
timing in which revenue for each of our products and services is recognized.
The following table disaggregates our revenues by the timing in which the revenue is recognized:

Three Months Ended

March 31, 2018

Processing
Account and
Services Settlement
Services

Timing of revenue recognition (In thousands)
Transferred at a point in time  $136,526 $ 100,235
Transferred over time 77,346 891
Operating revenues $213,872 $101,126
Within our Account Services segment, revenues recognized at a point in time are comprised of ATM fees,
interchange, and other similar transaction-based fees. Revenues recognized over time consists of new card fees,
monthly maintenance fees and revenue earned from gift cards. Substantially all of our processing and settlement
services are recognized at a point in time.

17
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Refer to Note 18- Segment Information for our revenues disaggregated by our products and services and the
components to our total operating revenues on our Consolidated Statements of Operations for additional information.
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GREEN DOT CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONTINUED)

Note 3—Revenues (continued)

Significant Judgments and Estimates

Transaction prices related to our account services are based on stand-alone fees stated within the terms and conditions,
however, may also include certain elements of variable consideration depending upon the product’s features, such as
cardholder incentives, monthly fee concessions and reserves on accounts that may become overdrawn. We estimate
such amounts using historical data or customer behavior patterns to determine these estimates which are allocated
accordingly as a reduction to the corresponding fee revenue. Additionally, while the number of transactions that a
cardholder may perform is unknown, any uncertainty is resolved at the end of each daily service contract.

Contract Balances

As disclosed on our Consolidated Balance Sheets, we record deferred revenue for any upfront payments received in
advance of our performance obligations being satisfied. These contract liabilities consist principally of unearned new
card fees and monthly maintenance fees, of which we recognized approximately $18.9 million for the three months
ended March 31, 2018 that were included in deferred revenue at the beginning of the period. We did not recognize any
revenue during the three months ended March 31, 2018 from performance obligations satisfied in previous periods.
Changes in the deferred revenue balance are driven primarily by the amount of new card fees recognized during the
period, offset by the amount of new cards sold.

Costs to Obtain or Fulfill a Contract

Our incremental direct costs of obtaining a contract are derived primarily from revenue share payments we make to
our retail partners associated with new card sales. These commissions are generally capitalized upon payment and
expensed over the period the corresponding revenue is recognized. These deferred commissions are not material and
are included in deferred expenses on our Consolidated Balance Sheets.

Practical Expedients and Exemptions

Any unsatisfied performance obligations at the end of the period relate to contracts with customers that either have an
original expected length of one year or less or are contracts for which we recognize revenue at the amount to which
we have the right to invoice for services performed. Therefore, no additional disclosure is provided for these
performance obligations.

Note 4—Business Combination

On February 28, 2017, we completed our acquisition of all the membership interests of UniRush, LLC ("UniRush"),
an online direct-to-consumer GPR card and corporate payroll card provider. The fair value of the total consideration in
connection with the acquisition was approximately $163.7 million, which included cash and contingent consideration
in the form of an earn-out. We financed the transaction with $142.2 million in cash, of which $95 million was raised
from a combination of our Revolving Facility, as discussed in Note 10 — Note Payable, and subordinated notes payable
of $20 million to the selling shareholders of UniRush. The subordinated notes were repaid during the three months
ended March 31, 2017. The transaction terms include an earn-out equal to the greater of (i) a specified percentage of
the revenue generated by the online direct-to-consumer GPR card portfolio for the five-year period following the
closing or (ii) $20 million, payable quarterly over the five years.

The following table summarizes the fair value of consideration transferred:

Consideration
(In
thousands)
Cash, including proceeds from notes payable $ 142,154
Fair value of contingent consideration 21,500
Total consideration $ 163,654

10

19



Edgar Filing: GREEN DOT CORP - Form 10-Q

20



Edgar Filing: GREEN DOT CORP - Form 10-Q

Table of Contents
GREEN DOT CORPORATION
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONTINUED)

Note 4—Business Combination (continued)
The allocation of the purchase price was as follows:

February
28,2017
(In
thousands)
Assets:
Cash and cash equivalents $ 656
Accounts receivable, net 5,745
Prepaid expenses and other assets 5,146
Property and equipment, net 4,233
Intangible assets 69,000
Goodwill 93,435
Total assets: 178,215
Liabilities:
Accounts payable 10,861
Other liabilities 3,700
Total liabilities: 14,561
Net assets acquired $ 163,654

Goodwill of approximately $93.4 million represents the excess of the purchase price over the estimated fair value of
the underlying identifiable tangible and intangible assets acquired and liabilities assumed. The goodwill arises from
the opportunity for synergies and economies of scale from the combined companies, and expanding our reach into the
online direct-to-consumer and corporate payroll distribution channels. Although the goodwill will not be amortized for
financial reporting purposes, it is anticipated that substantially all of the goodwill will be deductible for federal tax
purposes over the statutory period of 15 years.
Intangible assets consist primarily of customer relationships and trade name of approximately $58.5 million and $5.5
million, respectively. The customer relationships will be amortized over its estimated useful life of 5-10 years and the
trade name will be amortized over a period of 15 years.
Our acquisition of UniRush was accounted for under the acquisition method of accounting, with the operating results
of UniRush included in our consolidated statements of operations beginning March 1, 2017. Transaction costs
incurred in connection with the acquisition were not material.
Unaudited pro forma financial information
The following unaudited pro forma summary financial results present the consolidated results of operations as if the
acquisition of UniRush had occurred as of January 1, 2017, after the effect of certain adjustments, including interest
expense on the debt used to fund the purchase, amortization of certain identifiable intangible assets, income and
expense items not attributable to ongoing operations and related tax effects. The unaudited pro forma condensed
consolidated statements of operations does not include any adjustments for any restructuring activities, operating
efficiencies or cost savings. The pro forma results have been presented for comparative purposes only and are not
indicative of what would have occurred had the UniRush acquisition been made as of January 1, 2017, or of any
potential results which may occur in the future.

Three Months

Ended March 31,

2018 2017
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Net revenues

Net income attributable to common stock

Basic earnings per common share

Diluted earnings per common share

Basic weighted-average common shares issued and outstanding

(In thousands,
except per share
data)

$314,998 $272,286
$70,031 $34,150
$1.36 $0.68
$1.29 $0.65
51,439 50,458

Diluted weighted-average common shares issued and outstanding 54,234 52,497

11

22



Edgar Filing: GREEN DOT CORP - Form 10-Q

Table of Contents
GREEN DOT CORPORATION

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS — (CONTINUED)

Note 5—Investment Securities

Our available-for-sale investment securities were as follows:

. ,Gross Gross .
Amortized . . Fair
unrealized unrealized
cost . value
gains losses
(In thousands)
March 31, 2018
Negotiable certificate of deposit $5,000 $ — $— $5,000
U.S. Treasury notes 10912 — (37 ) 10,875
Agency securities 4,941 — (1 ) 4,940
Agency mortgage-backed securities 117,531 25 (1,623 ) 115,933
Municipal bonds 604 — (15 ) 589
Asset-backed securities 11,316 (105 ) 11,211

Total investment securities $150,304 $ 25
December 31, 2017

Corporate bonds $1,000 $ —
U.S. Treasury notes 10,921 —
Agency mortgage-backed securities 121,037 52
Municipal bonds 742 4
Asset-backed securities 20,952 —
Total investment securities $154,652 $ 56

$(1,781 ) $148,548

$— $1,000
(46 ) 10,875
(1,055 ) 120,034
@ ) 739

91 ) 20,861

$(1,199 ) $153,509

As of March 31, 2018 and December 31, 2017, the gross unrealized losses and fair values of available-for-sale
investment securities that were in unrealized loss positions were as follows:

Less than 12

12 months or more Total Total

months fair unrealized
Fair Unrealized Fair ~ Unrealized
value loss

value  loss value loss

(In thousands)
March 31, 2018
U.S. Treasury notes $2,290 $ (11 ) $8,585 % (26 ) $10,875$ (37 )
Agency securities 4940 (1 ) — — 4940 (1 )
Agency mortgage-backed securities 52,155 (541 ) 48,870 (1,082 ) 101,025 (1,623 )
Municipal bonds 429 (10 ) 160 (5 ) 589 (15 )
Asset-backed securities — — 11,211 (105 ) 11,211 (105 )
Total investment securities $59,814 $ (563 ) $68
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