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and us the unilateral right to terminate such agreements at any time, without fine or penalty. Furthermore, we generally do not
enter into long-term contractual agreements with sellers.

Nine Months Ended

Year Ended December 31, September 30,
2012 2013 2014 2014 2015
(in thousands; except GPV)
{unaudited)
Gross Payment Volume (GPV) (in millions) $ 6518 § 14822 §$ 23780 % 16824 % 25450
Adjusted Revenue 567627 5160144 5276310 5194 28% 5317 622
Adjusted EBITDA S(70,579) 5(51,530) %5(67.741) G5(57,049) §(35046)

Gross Payment Volume (GPV)

We define GPV as the total dollar amount of all card payments processed by sellers using Square, net of refunds. GPV
excludes card payments processed for Starbucks. Additionally, GPV excludes activity related to our Square Cash peer-to-peer
payments service.

Adjusted Revenue

Adjusted Revenue is a non-GAAP financial measure that we define as our total net revenue less transaction costs,
adjusted to eliminate the effect of activity under our payment processing agreement with Starbucks. As described above,
Starbucks has announced that it will transition to another payment processor and will cease using our payment processing
semvices altogether, and we believe that providing Adjusted Revenue metfrics that exclude the impact of our agreement with
Starbucks is useful to investors.

We believe it is useful to exclude transaction costs from Adjusted Revenue as this is a pimary metric used by
management to measure our business performance, and it affords greater comparability to other payments processing
companies. Substantially all of the transaction costs excluded from Adjusted Revenue are interchange fees set by payment
card networks and are paid to card issuers, with the remainder of such transaction costs consisting of assessment fees paid to
payment card networks, fees paid to third-party payment processors, and bank settlement fees. While some payment
processors present their revenue in a similar fashion to us, others present their revenue net of transaction costs because they
pass through these costs directly to their sellers. Under our standard pricing model, we do not pass through these costs
directly to our sellers.

Adjusted Revenue has limitations as a financial measure, should be considered as supplemental in nature, and is not
meant as a substitute for the related financial information prepared in accordance with GAAP. These limitations include the
following:

» Adjusted Revenue excludes transaction costs, which is our largest cost of revenue item; and

+ other companies, including companies in our industry, may calculate Adjusted Revenue differently from how we
calculate this measure or not at all, which reduces its usefulness as a comparative measure.

Because of these limitations, you should consider Adjusted Revenue alongside other financial performance measures,
including total net revenue and our financial results presented in accordance with GAAP. The following table presents a
reconciliation of total net revenue to Adjusted Revenue for each of the periods indicated:

MNine Months Ended

http:/fwww see. goviArchives/edgar/data’ | 5126730001 1931251 5360092/d937622ds1a him| 11/6/2015 7:37:12 AM)]
CONFIDENTIAL - PURSUANT TO FED. R. CRIM. P. 6(g) DE-SDNY-0074792
CONFIDENTIAL SDNY_GM_00220978
EFTA01377641



