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The Center for Financial Services Innovation assists the
financial services industry to identify, develop, and implement

Innovative ways of delivering asset-building opportunities to the
underbanked market.

CFSI provides:
 funding for innovative solutions
* a meeting place for interested parties

 information on how to respond to the needs of the underbanked
profitably and responsibly
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Presentation overview

e Underbanked consumers

e What is prepaid?

e The value of prepaid to the underbanked consumer
e Prepaid innovations

* Prepaid trends and challenges

e Concluding thoughts
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Market snapshot

Nearly 40 million U.S. households — 73 million people —
are financially underserved

US Adult Population By Banked Status
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Prepaid primer

* Prepaid is a category, not a product, with a unique set of drivers for each
application

* The value proposition varies depending on who issues the card, who
funds the card and who uses the card

* New players

Issuers Processors
Marketers Distributors
» Key attributes

— Closed loop vs. open loop structures
— Branded vs. non-branded cards
— One-time use vs. reloadable

Open loop, reloadable products best meet the needs of
underbanked consumers.

© CFSI, 2008. Not for distribution.



P Center for
Financial Services Innovation
An Affiliste of ShoreBank Corparation

Prepaid and the underbanked

Consumer Preferences

Common Prepaid Features

Low barriers to entry

No credit requirements

Convenience, comfort

Broad distribution channels,
locations, hours

Liquidity

Immediate funds availability

Fee transparency

Difficult to overdraft
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Functionality Is increasing

Remittances

Bill payment

Rewards

Cross-selling and up-selling
Credit building

Savings

Mobile phone interfaces
Expanding reload networks
Credit features
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COMMUNITY CHANGE

Innovation: Nonprofit Distribution of Prepaid

» Center for Community Change is distributing general purpose reloadable
prepaid cards through its network of worker centers
* Pilot I: Nearly 1,000 cards distributed across 6 workers centers
— Centers market and sell the card and assist with customer service and education
— Revenue-sharing arrangement gives additional incentive to worker centers to
actively participate; centers collect membership dues from card
— Total market potential: 3 million
* Pilot Il just began—CCC is finalizing contract with a new vendor
— Approximate fees: $10 to purchase, free with payroll; $5 monthly fee; $2.00 per

ATM transaction
— Other prepaid card features: low-cost cash reloading at worker centers and online

bill pay with credit reporting
— Still exploring: card to cash remittances, text message interactivity, check loading
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Trends and challenges in the prepaid market

* Non-banks, retailers have taken the lead in general purpose
reloadable cards

» General purpose cards are still relatively new

— Products have not reached full potential in combining different
functions

— Consumers do not have strong awareness, understanding of
prepaid, making acquisition challenging

— Typical duration of card ownership is short as consumers
experiment with prepaid and some see product as disposable

» Consumer education and customer service are a significant need
and can be costly

» Regulatory climate is highly uncertain
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Concluding thoughts

* Prepaid is a category not a singular product

» General purpose reloadable prepaid cards can meet the needs of
underbanked consumers—Ilow barriers to entry, convenience,
liquidity, and fee transparency

 Functionality increasing everyday and many examples of prepaid
card innovators

« Continued challenges that need to be addressed before prepaid
realizes full promise
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