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Dear Shareholders,

It is my privilege to write this annual letter to you for the first time as President and Chief Executive Officer of CPI 
Card Group. 

I am fortunate to have worked with Scott Scheirman, who retired as President and CEO earlier this year, since I 
joined CPI in 2018. Under his leadership, we led a remarkable turnaround and established CPI as a trusted leader 
in the U.S. payments space. Over the past five years, we have grown sales at a compound annual rate of 12% and 
significantly improved margins, profitability and our overall financial position.

Today, I am proud to continue the legacy that Scott and I partnered to build. I have the honor of leading our 
dedicated team of more than 1,400 employees in delivering a diverse and market-leading product and solution 
set of offerings across our portfolio of secure cards, card data personalization, instant issuance solutions,  
print-on-demand services and prepaid solutions, to our thousands of long-lasting customers.

Our CPI team is committed to the strategic priorities that have driven our foundational success: deep customer 
focus, market-leading quality payment solutions and customer service, continuous innovation and a market-
competitive business model.  Additionally, our vision is to further diversify the business, expanding our addressable 
markets by adding adjacent products and services, including digital solutions, for our extensive customer base. 

Certainly, 2023 was a challenging year. Sales declined 7%, as our customers were cautious with spending due to 
a multitude of macroeconomic concerns and remained focused on working down inventory levels after increasing 
them during our record 2022 year. Over the last two years, though, our net sales increased at a 9% compound 
annual growth rate. We believe the issuance of cards from our customers to consumers and businesses remains 
healthy, and we expect our market to gradually recover once channel inventory levels subside.

Our leadership team is very excited about the future for CPI. We are committed to driving long-term growth, 
while ensuring the Company conducts business the right way, being responsible and respectful to our employees, 
customers, communities, shareholders, suppliers and other stakeholders.

On behalf of our entire team, I would like to thank you for your ongoing support of CPI. We look forward to 
steering the business through its next stage of growth and delivering successful results for all our shareholders.

2023 - A Letter from John Lowe

John Lowe 
President and Chief Executive Officer
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our definitive Proxy Statement for the 2024 Annual Meeting of Stockholders or
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CPI Card Group® 2023 Annual Report

CPI® is committed to being our customers’ partner of choice and is 
highly focused on four key strategic priorities that support our vision 
and values:

Market-Competitive Business Model
By creating a dynamic and efficient operating model, we have positioned ourselves to better serve our 
customers. Working to streamline our operations enables us to allocate resources focused on providing our 
customers with unmatched solutions, innovation, and exceptional service. We have also developed standards 
of excellence and target metrics regarding the quality, reliability, and on-time delivery of our products. We 
invest in equipment advancements and technology to create broader capabilities as well as improve quality, 
efficiency, and customer satisfaction. We continue to focus on driving top-line performance, profitability, and 
operational efficiency.

Continuous Innovation
With innovation as a core competency, we strategically invest to support continued growth and expand our 
opportunities to partner collaboratively with our current and potential customers. We strive to enhance our 
offerings and to create and deliver next-generation products and solutions that meet the demands of the 
marketplace and exceed customers’ expectations. Continuous innovation drives new business and helps our 
customers differentiate themselves with distinctive products and solutions, build their brands, and achieve 
top-of-wallet status.

Market-Leading Quality Payments Solutions and Customer Service
Our strong team of dedicated, passionate employees embraces a culture of collaboration and steadfast 
focus on delivering superior products and exceptional customer service, which has helped build us into a 
leading solutions provider. We are committed to operational excellence and adapting to market dynamics 
to help our customers achieve top-of-wallet status and build their businesses. We listen to the voices of 
our customers and focus on helping them deliver unique and differentiated solutions that elevate their 
customers’ experience. 

Deep Customer Focus
We are committed to keeping our customers at the center of everything we do. By partnering with our 
customers and allowing their needs to inform our business, we enhance our ability to deliver value and 
help their businesses thrive. We continually work to make it easier for our customers to do business with 
CPI. With our full and expanding suite of competitively differentiated products and solutions, we offer our 
customers choice, convenience, and control.

Values: Do the Right Thing | Strive for Excellence | Be Curious | Be a Great Partner

Vision: To be the most trusted partner for innovative payment technology solutions

2024 U.S. News & World Report Best Companies to Work For



Metal Cards

CPI has robust expertise in metal card design, printing, and 
production, and offers multiple options developed by our 
industry-leading research and development specialists. 
High-definition printing techniques, the integration of EMV 
technology, and payment brand certification allow CPI to 
provide choices to customers looking for a premium card.

Secure Card Solutions

Eco-focused Cards

CPI has become a leader in the U.S. market for eco-focused cards by adopting an alternative approach to the materials used in the 
construction of payment cards, emphasizing the reduction of first-use plastic. Our expertise in this space enables us to help our 
customers explore a variety of options to create the most impactful solution to meet their individual business needs based on their 
specific priorities around sustainability. Since its launch in 2019 through the end of 2023, CPI is proud to have sold more than 100 
million eco-focused cards in the portfolio.

CPI delivers payment solutions both physically and digitally, 
and with more than 20 years of payment card experience, 
we are experts in supporting issuers with a variety of 
choices in materials, specialty print capabilities and design 
services. Our customizable end-to-end solutions can adapt 
to any program. We do it all – from cards, to carriers, to 
personalization and fulfillment services – and our facilities 
produce payment cards for individual and bulk distribution 
with a variety of custom finishes, screens and cores.

Technology to tap or insert
Dual interface furnishes the flexibility of contact and 
contactless EMV® transactions and is available for both 
credit and debit programs.

Quality at Our Core
All CPI cards are constructed with quality core materials like 
traditional PVC, encased metals, or eco-focused materials.

Second Wave®

Payment card options that feature recovered ocean-bound 
plastic (ROBP), diverted from areas where the plastic would 
otherwise enter waterways that lead to the ocean.

Earthwise®

Substituting traditional PVC with a recycled option reduces first-
use plastic and extends the life of plastic waste that otherwise 
may have ended up in a landfill.

EMV® is a registered trademark in the U.S. and other countries and an unregistered trademark elsewhere. The EMV trademark is owned by EMVCo, LLC 
The Contactless Indicator mark, consisting of four graduating arcs, is a trademark owned by and used with permission of EMVCo, LLC.



CARD CONNECTIONS

Digital Wallet

ADD CONNECTION

A card token allows you to buy things without revealing sensitive data, 
making your card less susceptible to theft. 

CHRISTY CARDHOLDER

ABC
Company

revealing sensitive data, 

4000 1234 5678 1234

CARDHOLDER NAME00/00

4000 1234 5678 1234

CARDHO
LDER NAM

E
00/00

ABCCompany

4000 1234 5678 1234

CHRISTY CARDHOLDER

00/00

CPI provides next-generation personalization 
technologies, including print-on-demand and 
instant issuance, to meet issuer needs.

Personalization Solutions

Print-on-Demand

Our innovative Print-on-Demand solution enables our 
customers to quickly personalize their cardholder experience 
with uniquely customized cards, carriers and collateral, 
through an on-demand, zero-inventory personalization model.

Card@Once®

Card@Once is CPI’s market-leading SaaS-based instant 
issuance solution for issuing high-quality dual-interface 
contactless, EMV and magnetic stripe cards on-demand in a 
financial institution branch.    

Push Provisioning for 
Digital Wallets

Push Provisioning is CPI’s integrated SaaS-based service that 
utilizes APIs with in-app provisioning technology to facilitate 
the provisioning of debit or credit card payment credentials 
to a cardholder’s digital wallet.

CPI’s traditional card personalization and fulfillment services are delivered through our high-security card service facilities in the United 
States. We support dual interface contactless, EMV, and magnetic stripe with a variety of packaging and mail service options.



We collaborate with the largest prepaid program 
managers in the U.S. to deliver highly innovative 
and market-leading retail prepaid solutions, 
including tamper-evident packaging and robust 
designs for prepaid debit, gift, general purpose 
reloadable cards, digital cards, and more.

Prepaid
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Cautionary Statement Regarding Forward-Looking Information 
 

Certain statements and information in this Annual Report on Form 10-K (as well as information included in 
other written or oral statements we make from time to time) may contain or constitute “forward-looking statements” 
within the meaning of the Private Securities Litigation Reform Act of 1995, Section 27A of the Securities Act of 1933, 
as amended (the “Securities Act”), and Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange 
Act”). The words “believe,” “estimate,” “project,” “expect,” “anticipate,” “plan,” “intend,” “foresee,” “should,” 
“would,” “could,” “continue,” “committed,” “attempt,” “aim,” “target,” “objective,” “guides,” “seek,” “focus,” 
“provides guidance,” “provides outlook” or other similar expressions are intended to identify forward-looking 
statements, which are not historical in nature. These forward-looking statements, including statements about our strategic 
initiatives and market opportunities, are based on our current expectations and beliefs concerning future developments 
and their potential effect on us and other information currently available. Such forward-looking statements, because they 
relate to future events, are by their very nature subject to many important risks and uncertainties that could cause actual 
results or other events to differ materially from those contemplated. 

 
These risks and uncertainties include, but are not limited to: a deterioration in general economic conditions, 

including inflationary conditions and resulting in reduced consumer confidence and business spending, and a decline in 
consumer credit worthiness impacting demand for our products; the unpredictability of our operating results, including 
an inability to anticipate changes in customer inventory management practices and its impact on our business; a 
disruption or other failure in our supply chain, including as a result of foreign conflicts and with respect to single source 
suppliers, or the failure or inability of suppliers to comply with our code of conduct or contractual requirements, or 
political unrest in countries in which our suppliers operate, or inflationary pressures, resulting in increased costs and 
inability to pass those costs on to our customers and extended production lead times and difficulty meeting customers’ 
delivery expectations; our failure to retain our existing customers or identify and attract new customers; our inability to 
recruit, retain and develop qualified personnel, including key personnel, and implement effective succession processes; 
adverse conditions in the banking system and financial markets, including the failure of banks and financial institutions; 
system security risks, data protection breaches and cyber-attacks; interruptions in our operations, including our 
information technology systems, or in the operations of the third parties that operate computing infrastructure on which 
we rely; our inability to develop, introduce and commercialize new products and services; the usage, or lack thereof, of 
artificial intelligence technologies; our substantial indebtedness, including inability to make debt service payments or 
refinance such indebtedness; the restrictive terms of our indebtedness and covenants of future agreements governing 
indebtedness and the resulting restraints on our ability to pursue our business strategies; our status as an accelerated filer 
and complying with the Sarbanes-Oxley Act of 2002 and the costs associated with such compliance and implementation 
of procedures thereunder; our failure to maintain effective internal control over financial reporting; disruptions in 
production at one or more of our facilities; problems in production quality, materials and process and costs relating to 
product defects and any related product liability and/or warranty claims; environmental, social and governance (“ESG”) 
preferences and demands of various stakeholders and our ability to conform to such preferences and demands and to 
comply with any related regulatory requirements; the effects of climate change, negative perceptions of our products due 
to the impact of our products and production processes on the environment and other ESG-related risks; damage to our 
reputation or brand image; disruptions in production due to weather conditions, climate change, political instability or 
social unrest; our inability to adequately protect our trade secrets and intellectual property rights from misappropriation, 
infringement claims brought against us and risks related to open source software; defects in our software and computing 
systems; our limited ability to raise capital; costs and impacts to our financial results relating to the obligatory collection 
of sales tax and claims for uncollected sales tax in states that impose sales tax collection requirements on out-of-state 
businesses or unclaimed property, as well as potential new U.S. tax legislation increasing the corporate income tax rate 
and challenges to our income tax positions; our inability to successfully execute on our divestitures or acquisitions; our 
inability to realize the full value of our long-lived assets; our inability to renew licenses with key technology licensors; 
the highly competitive, saturated and consolidated nature of our marketplace; costs and potential liabilities associated 
with compliance or failure to comply with regulations, customer contractual requirements and evolving industry 
standards regarding consumer privacy and data use and security; new and developing technologies that make our 
existing technology solutions and products obsolete or less relevant or our failure to introduce new products and services 
in a timely manner; our failure to operate our business in accordance with the Payment Card Industry Security Standards 
Council security standards or other industry standards; the effects of restrictions, delays or interruptions in our ability to 
source raw materials and components used in our products from foreign countries; the effects on the global economy of 
ongoing foreign conflicts; our failure to comply with environmental, health and safety laws and regulations that apply to 
our products and the raw materials we use in our production processes; risks associated with the majority stockholders’  
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ownership of our stock; potential conflicts of interest that may arise due to our board of directors being comprised in part 
of directors who are principals of our majority stockholders; the influence of securities analysts over the trading market 
for and price of our common stock; failure to meet the continued listing standards of the Nasdaq Global Market; the 
impact of stockholder activism or securities litigation on the trading price and volatility of our common stock; our 
inability to fully execute on our share repurchase program strategy; certain provisions of our organizational documents 
and other contractual provisions that may delay or prevent a change in control and make it difficult for stockholders 
other than our majority stockholders to change the composition of our board of directors; our ability to comply with a 
wide variety of complex laws and regulations and the exposure to liability for any failure to comply; the effect of legal 
and regulatory proceedings; and other risks that are described in Part I, Item 1A, Risk Factors in this Annual Report on 
Form 10-K and our other reports filed from time to time with the Securities and Exchange Commission (the “SEC”).  

 
We caution and advise readers not to place undue reliance on forward-looking statements, which speak only as 

of the date hereof. These statements are based on assumptions that may not be realized and involve risks and 
uncertainties that could cause actual results or other events to differ materially from the expectations and beliefs 
contained herein. We undertake no obligation to publicly update or revise any forward-looking statements after the date 
they are made, whether as a result of new information, future events or otherwise. 
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PART I 

Item 1. Business  

As used herein, “CPI,” “we,” “our” and similar terms refer to CPI Card Group Inc. and its subsidiaries, unless 
the context indicates otherwise. 

Overview 

We are a payments technology company and leading provider of comprehensive Financial Payment Card 
solutions in the United States. We define “Financial Payment Cards” as credit, debit and Prepaid Debit Cards (as defined 
below) issued on the networks of the “Payment Card Brands” (Visa, Mastercard®, American Express® and Discover®). 
We define “Prepaid Debit Cards” as debit cards issued on the networks of the Payment Card Brands, but not linked to a 
traditional bank account. We also offer an instant card issuance solution, which provides customers the ability to issue a 
personalized debit or credit card within the bank branch to individual cardholders. We have established a leading 
position in the Financial Payment Card solutions market through more than 20 years of experience. 

We serve a diverse set of several thousand customers which includes direct customers and indirect customer 
relationships, whereby CPI provides Financial Payment Card solutions to a customer through a Group Service Provider 
(as defined below). Our customers include some of the largest issuers of debit and credit cards in the United States, the 
largest Prepaid Debit Card program managers in the United States, numerous financial technology companies 
(“fintechs”), as well as independent community banks, credit unions and Group Service Providers. We define “Group 
Service Providers” as reseller or card processor organizations that assist small card issuers, such as credit unions, with 
managing their credit and debit card programs, including managing the Financial Payment Card issuance process, core 
banking operations and other financial services. 

We serve our customers through a network of high-security production and card services facilities in the United 
States, each of which is audited for compliance with the standards of the Payment Card Industry Security Standards 
Council (the “PCI Security Standards Council”) by one or more of the Payment Card Brands. Many of our customers 
require us to comply with PCI Security Standards Council requirements that relate to the provision of our products and 
services. Our network of high-security production facilities allows us to optimize our solutions offerings and to serve the 
needs of our diverse customer base. 

Driven by a combination of our strong relationships, quality, technology, innovation, and supply-chain 
management, we believe we have strong positions in the following markets: 

• the U.S. prepaid debit market, including the largest U.S. Prepaid Debit Card program managers;

• the U.S. small-to mid-sized financial institutions market, which includes independent community banks
and credit unions;

• the U.S. large issuer market, serving some of the largest U.S. debit and credit card issuers; and

• the U.S. fintech market, where we produce and personalize Financial Payment Cards for financial
technology companies.

Our business consists of the following reportable segments:  

• Debit and Credit, which primarily produces Financial Payment Cards and provides integrated card services,
including digital services, to card-issuing financial institutions primarily in the United States;

• Prepaid Debit, which primarily provides integrated prepaid card services to Prepaid Debit Card program
managers primarily in the United States; and

• “Other,” which includes corporate expenses.
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For additional details regarding our segments, see Part II, Item 8, Financial Statements and Supplementary Data, 
Note 17 "Segment Reporting," and Part II, Item 7, Management's Discussion and Analysis of Financial Condition and 
Results of Operations in this Annual Report on Form 10-K. 

Our Competitive Strengths 

• Strong Market Position with Long-Term Customer Relationships. Our vision is to be the partner of choice 
for our customers by providing market-leading quality payments solutions and customer service with a 
market-competitive business model. We believe these efforts have resulted in CPI gaining estimated 
overall market share since 2017. We have long-standing, trust-based relationships with customers and have 
collaborated with our top 10 customers for more than ten years, on average. We strive to put our customers 
at the center of everything we do. Our customer relationships often involve the handling of sensitive 
information as well as process and technology integration. As a result, our customers are selective about 
working with partners they can trust and that can deliver the highest quality products and customer service. 
We maintain important relationships with the Payment Card Brands to ensure our facilities and processes 
meet their standards. We believe we have established a leading market position in the prepaid debit market, 
built on high quality services, innovation and reliable delivery to our customers. Our Card@Once® instant 
issuance solution provides the necessary on-site equipment and supplies, proprietary software-as-a-service 
(SaaS) capability, customer support and secure data exchange to provide personalized cards on-site and on-
demand at bank and credit union branches across the United States. Data is exchanged through either a 
secure web interface or through integrations of our proprietary software with our customers’ card issuance 
systems. Integrations provide a more seamless experience for our customers and we believe they foster 
longer lasting and closer customer relationships. 

• Comprehensive End-to-End Card Solutions. The foundation of our strong market position with our small- 
to mid-sized issuer customers and fintechs is our comprehensive end-to-end Financial Payment Card 
solutions. Our solutions provide a full suite of products and card services required to produce, personalize 
and fulfill Financial Payment Cards, while maintaining the security requirements of the Payment Card 
Brands. We are integral to many of our customers’ card programs, pairing card design and production with 
an end-to-end offering of card data personalization and card services that are integrated within our 
customers’ operations. We provide card data personalization services for financial institutions and 
managers of Prepaid Debit Card programs that require technology integration, such as secure data links to 
transfer highly sensitive cardholder information. We believe that our comprehensive solutions allow our 
customers to choose a single trusted partner to address their card program needs in a cost-effective manner 
instead of managing multiple suppliers across a complex value chain. 

• Network of High-Security Facilities. Our high-security facilities are each audited for compliance with the 
standards of the PCI Security Standards Council by one or more of the Payment Card Brands, forming a 
network of compliant production facilities in the United States. The Payment Card Brands attestations of 
compliance allow us to produce cards bearing these brands and provide relevant card services for our issuer 
customers. These audit processes are long and complex, and our facilities and systems must comply with 
strict standards of security in order to obtain and retain these designations, which are regularly verified by 
both the Payment Card Brands and our customers. We believe the complexity and investment needed to 
obtain and retain these compliance designations may serve as a barrier to new entrants into our market. 

• Financial Payment Card Capabilities, Industry Experience, and Proprietary and Patented Solutions. Over 
the course of our long operating history, we have developed technological, engineering and operational 
expertise that we believe has made us a leader in our industry. Europay, Mastercard and Visa (“EMV®”) is 
a global technical standard, maintained by EMVCo LLC for smart payment cards, and for payment 
terminals and automated teller machines that accept them. EMV cards are smart cards (also called chip 
cards) which store data on integrated circuits rather than magnetic stripes, although EMV cards may also 
have magnetic stripes. We produce contact EMV cards, which require contact with a surface plate on an 
EMV-enabled payment terminal. We also produce dual-interface EMV cards that have both contact and 
contactless functionality. 
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We continuously work to enhance our offerings and to create and deliver next generation products and 
solutions that meet the demands of the marketplace and our customers. CPI’s Second Wave® payment 
cards featuring a core made with recovered ocean-bound plastic (“ROBP”) and Earthwise® cards made 
with upcycled plastic address customer demands for more eco-focused card options. We also sell CPI 
Metals®, a premium encased metal card. Our offerings also include Card@Once, our proprietary and 
patented instant card issuance system and SaaS solution. We believe that our technological and operational 
capabilities, combined with our specific focus on the Financial Payment Solutions market, gives us a 
competitive advantage. 

• Experienced Leadership Team. We have an experienced leadership team that has energized the 
organization to focus on customers, accountability, innovation and delivering results. 

EMV® is a registered trademark in the U.S. and other countries and an unregistered trademark elsewhere. The EMV trademark is owned by 
EMV Co, LLC. 

Our Strategy  

We are a payments technology company that provides end-to-end debit, credit and prepaid payment solutions 
delivered physically, digitally and on-demand. Our vision is to be our customers’ partner of choice by providing market-
leading quality payments solutions, customer service and continuous innovation with a market-competitive business 
model. We also aim to expand our addressable market over the long-term by adding adjacent product and service 
offerings, including more digital solutions, for our extensive customer base of thousands of financial institutions.  

We believe we are well-positioned for success given our diversified business model, history of innovation and 
ability to evolve with the needs and expectations of our customers. By helping our customers elevate their customers’ 
experience, we foster compelling connections between people and technology through traditional and next generation 
solutions that build brands and enhance people’s everyday lives. To achieve our vision, we focus on our four strategic 
priorities: deep customer focus, market-leading quality payments solutions and customer service, continuous innovation 
and a market competitive business model. 

Deep Customer Focus 

We are committed to keeping our customers at the center of everything we do. By partnering with our 
customers and allowing their needs to inform our business, we enhance our ability to deliver value and help their 
businesses thrive. We aim to inspire and satisfy our customers by redefining experiences that may have traditionally 
seemed rigid and complex. With our full and expanding suite of catalytic and competitively differentiated products and 
solutions, we offer our customers choice, convenience and control. 

Market-Leading Quality Payments Solutions and Customer Service 
 

Our strong team of dedicated, passionate employees embrace a culture of collaboration and steadfast focus on 
delivering superior products and exceptional customer service which has helped build us into a leading solutions 
provider. With a focus on market-leading quality payments solutions and customer service, we are committed to 
operational excellence and adapting to market dynamics to help our customers achieve top-of-wallet status and build 
their businesses. We listen to the voices of our customers and focus on helping them deliver unique and differentiated 
solutions that elevate their customers’ experience. We are accountable for our actions, and work synergistically to 
deliver results for our customers, our employees and our stockholders. 

Continuous Innovation  

With innovation as a core competency, we strategically invest to support continued growth and expand our 
opportunities to partner purposefully with our current and potential customers. We strive to enhance our offerings to 
create and deliver next generation products and solutions that meet the demands of the marketplace and exceed 
customers’ expectations. Continuous innovation aims to win new business and help our customers differentiate 
themselves with distinctive products and solutions, build their brands and achieve top-of-wallet status. 
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Market-Competitive Business Model 

By creating a dynamic and efficient operating model, we have positioned ourselves to better serve our 
customers. We aim to streamline our operations, which enables us to allocate resources focused on providing our 
customers with unmatched solutions, innovation and exceptional service. We have also developed standards of 
excellence and target metrics regarding the quality, reliability and on-time delivery of our products. We invest in 
equipment advancements and technology in order to create broader capabilities as well as improve the quality and 
efficiencies of, and the customer satisfaction with, our offerings. We continue to focus on driving top-line performance, 
profitability and operational efficiency. 

Our Products and Services  

EMV Financial Payment Cards (Contact and Contactless Dual-Interface) 

We produce plastic EMV cards, including our eco-focused solutions that we describe further below, and 
encased metal contact EMV cards. These EMV cards feature an integrated circuit that interfaces with an EMV payment 
terminal over a contact plate on the surface of the card when inserted into an EMV-enabled payment terminal. We also 
produce contactless EMV cards which feature a radio-frequency identification (“RFID”) antenna that utilizes near field 
communications (“NFC”) technology to allow transactions to process on a contactless basis when the card is brought 
within the requisite proximity to an NFC-enabled payment terminal. Dual-interface EMV cards also have contact EMV 
technology, and we generally refer to all cards we produce with an RFID antenna as ‘contactless’ cards. 

Eco-Focused Cards 

We believe we are a leading provider of eco-focused card solutions in the U.S., having sold more than 100 
million eco-focused contactless payment cards since launch in 2019. Our eco-focused solutions include our Second 
Wave cards that feature a core made with ROBP and our Earthwise cards made with upcycled plastic. Dependent upon 
design and card construction, eco-focused cards incorporate varying types and amounts of upcycled plastic content, 
including ROBP and recycled PVC. Cards in the eco-focused portfolio have been approved by two of the major Payment 
Card Brands. These solutions aim to satisfy increasing consumer demand for more eco-focused products and help 
support our and our customers’ environmental, social and governance (“ESG”) objectives. 

Non-EMV Financial Payment Cards  

We produce non-EMV cards that utilize magnetic stripes, contactless cards that utilize NFC technology, and 
cards that include both magnetic stripes and NFC technology. In addition, we produce non-EMV cards that are issued on 
the networks of the Payment Card Brands, including Prepaid Debit Cards. In 2020 we began producing non-EMV cards 
for the purpose of government disbursement in the U.S., and have produced non-EMV transit cards and health savings 
account cards. We also produce retail gift cards that are not issued on the networks of the Payment Card Brands. 

Card Data Personalization and Fulfillment 

We provide data preparation and card data personalization solutions for debit, credit and Prepaid Debit Cards in 
contact, contactless and dual-interface EMV, and non-EMV card formats. Our personalization services are technology-
driven with full color printing and edge-to-edge coverage, and provide a wide range of card customization options, using 
advanced processes to personalize (encode, program and emboss or print with data such as cardholder name and account 
number) and fulfill cards to individual cardholders. Our services provide customers with an inventory of their card stock 
and fulfillment materials. In addition, we provide EMV data preparation services for our customers and in certain cases 
generate PIN numbers and mailers on their behalf. We also provide consultation and card design services to further assist 
customers in card customization. 

Print-On-Demand Solution 

Through our print-on-demand services, we are able to produce images, personalized payment cards and related 
collateral on a one-by-one, on-demand basis for our customers, enabling individualized offerings and reducing 
inventory. Our service offering includes online ordering of a customized payment card through a program manager, with 
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direct fulfillment to a consumer. We believe our print-on-demand solution further differentiates us with our financial 
institution and Prepaid Debit Card program manager customers and enables us to access business-to-business and 
business-to-consumer verticals such as healthcare, transit, payroll, corporate incentives, government disbursement, 
benefits and insurance. 

Instant Card Issuance Systems and Services 

In addition to centralized personalization services performed at our facilities, our customers may also utilize 
personalization services through Card@Once, our proprietary and patented instant card issuance system and SaaS-based 
solution, which provides our customers the ability to issue a completely personalized, permanent debit or credit card 
within the bank branch to individual cardholders upon demand. Our instant issuance system is enabled by cloud-based 
software that securely transfers data from our servers to encode a magnetic stripe card, a contact EMV card or a 
contactless dual-interface EMV card, and personalize the card on a desktop printer solution provided by CPI. These 
processes are audited for PCI data security standards compliance annually. Our instant issuance system generates both 
initial sales revenue for the printer solution and recurring revenue from card personalization and sales of cards and 
consumables. We offer multiple Card@Once solutions including our premium Spectrum solution that enables issuers to 
produce a high-resolution payment card with over-the-edge printing capability. 

Digital Solutions 

While not currently significant to our financial results, we provide digital solutions, including push provisioning 
which allows our customers to facilitate the provisioning of payment credentials to a cardholder’s digital wallet, digital 
cards which allow our customers to utilize prepaid cards with online merchants, and online front-end ordering and card 
customization allowing customers to order one-time use physical rewards cards. 

Tamper-Evident Secure Packaging Solutions 

We offer specialized and innovative tamper-evident secure packaging products and services to customers aimed 
at reducing fraud for Prepaid Debit Cards sold through the retail channel. In certain cases, we also manage the 
fulfillment of fully-completed Prepaid Debit Card packages to retail locations on behalf of our customers utilizing this 
solution. 

Suppliers 

While we have developed constructive relationships with our suppliers and, in general, receive a high level of 
cooperation and support from them, one objective of our procurement strategy is to not depend on any single supplier. 
However, certain components are only available from a single supplier, or substituting a component from a different 
supplier may require additional time and investment. Some of the most important components of our products include 
the EMV/contactless microchips and antennas. Our main suppliers of EMV/contactless microchips and antennas include 
four leading international producers with locations in Germany, Thailand, South Korea and Singapore, some of which 
source materials from Taiwan. For the year ended December 31, 2023 approximately 96% of our purchased microchips 
and antennas came from these four main suppliers, and approximately 72% came from one supplier, including most of 
our contactless chips. The other key components for our products are substrates and inlays. Additionally, our Second 
Wave payment cards feature a core made with ROBP, which we either have sourced or currently source from suppliers 
in Haiti and Thailand.  

We monitor supply-chain risks and evaluate alternative suppliers based on numerous attributes including 
quality, performance, service, scalability, features, innovation, resiliency and price. In 2022, we entered into a capacity 
reservation agreement with one of our chip suppliers to reserve production supply capacity. Under the agreement, we 
agreed to pay certain fees in exchange for the supplier’s commitment to reserve capacity to produce a set quantity of 
chips from 2023 through 2025, subject to certain conditions, and the Company has committed to purchase those chips. 
The total value of our commitment is $194.9 million over the term of the agreement. As of December 31, 2023, the 
remaining commitment was $125.3 million. 
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Customers 

We categorize our customers as follows: large issuers, small- to mid-sized issuers, fintechs, prepaid debit 
issuers and program managers and Group Service Providers. We consider large issuers to be the top 10 card issuers in 
the United States based on an average of cards issued during the past three years. Our diverse customer base includes 
some of the largest issuers of credit and debit cards in the United States and the largest Prepaid Debit Card program 
managers in the United States.  

The Company had one customer that accounted for 10% or more of its net sales in 2023. Net sales from this 
customer were approximately 18% of total net sales for the year ended December 31, 2023. We have been serving this 
customer for more than 10 years. Nearly two-thirds of our net sales for the year ended December 31, 2023 were from our 
top ten direct customers, which include certain Group Service Providers, and we have been serving these top ten direct 
customers for an average of more than 10 years. In addition, through our direct and indirect customer relationships, a 
majority of our annual net sales in our Debit and Credit segment are derived from small- to mid-sized issuers and 
fintechs. Individually, many of these customers, including independent community banks and credit unions, represent 
minor amounts of our annual net sales. 

We generally enter into master purchase or service agreements that govern the general terms and conditions of 
our commercial relationships. We then enter into a purchase order or other short-term arrangement that defines the 
quantities of products to be delivered or services rendered and other terms specific to the order as appropriate. In most 
cases, our contractual arrangements include neither exclusivity clauses nor commitments from our customers to order 
any given quantities of products on a medium or long-term basis. 

Production and Services 

We have a network of high-security facilities that we leverage to fulfill customer orders, with an array of 
products and services available to our customers. We have designed our facilities and operating processes to target 
providing exceptional service to all customers, with capabilities to: 

• execute high-volume production runs; 

• execute lower-volume production runs of smaller orders;  

• execute on-demand solutions; and 

• meet the specific needs of our Prepaid Debit Card customers, as an industry leader in tamper-evident secure 
card packaging, through our expertise and capabilities specifically designed for the prepaid retail market.  

As of December 31, 2023, we operated facilities comprising approximately 402,000 square feet in the United 
States where we focus on Financial Payment Card production, personalization services, card printer provisioning and 
fulfillment, card packaging and fulfillment services. See Part I, Item 2, Properties in this Annual Report on Form 10-K 
for information on the operations of each facility. 

We rely on secure ground and secure air freight to deliver finished products to our customers. Due to the high-
security nature of the Financial Payment Card products we provide to our customers, certain products must be shipped to 
these customers via a secure method, such as armored vehicle. With respect to customers for whom we fulfill individual 
and personalized debit and credit cards, we primarily utilize the U.S. postal service and other express shipping services 
to deliver these cards directly to individual cardholders. For other customers, we deliver our products via regular ground 
and air freight. 

In addition, we seek to embrace practices and solutions at our facilities designed to limit our impact on the 
environment, preserve natural resources and create innovative and responsible products. Our key areas of focus in this 
area include: incorporating environmental sustainability practices as and where feasible in alignment with our business 
model, values and customer needs; engaging employees; and communicating and promoting our commitment and 
contribution to more sustainable practices and products. 
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Sales and Marketing 

We market ourselves as a leader and trusted partner in payments, seeking to meet or exceed the needs of our 
customers through high quality, flexibility, and meaningful, innovative products at value-driven pricing. We strategize 
and collaborate with our customers to bring them valuable and innovative solutions. We have sales representatives, 
customer relationships and partners that provide a wide geographic reach across the United States to sell and market our 
solutions. Our sales representatives offer a complete end-to-end solution that incorporates the full spectrum of our 
products and services from concept to delivery. Our sales and marketing strategy is focused on strengthening our 
relationships with existing customers through a consultative approach that includes cross-selling expanded services and 
sharing expertise to enhance customers’ card programs. We leverage the strength of our full-service offerings to attract 
new customers. Our marketing efforts focus on the needs of our specific types of customers. By tailoring our marketing 
strategy to different customer segments, we are able to provide relevant targeted solutions to meet our customers’ 
individual needs. We use an array of different marketing communications and thought leadership across various industry 
publications, editorial white papers, case studies, conferences and trade shows, print and digital advertisements, 
educational webinars, podcasts, and blogs to introduce our existing customers and new customers to innovations in the 
payments market. We also strive to meet customer demand for new or enhanced products by innovating through research 
and development activities. We believe these efforts drive customer retention and satisfaction and attract new customers. 

Competition 

The market for products and services in the payment card industry is highly competitive. Some of our 
competitors possess substantially greater financial, sales and marketing resources than we do, and therefore have 
substantial flexibility in competing with us, including through the use of integrated product offerings, innovation and 
competitive pricing. Competitive factors for our business include product quality, durability, security, service reliability, 
product line comprehensiveness and integration, timely introduction of new products, features and capabilities, and 
price. 

Our products and services compete with other card solutions providers. Certain existing and potential customers 
also have the ability to produce and/or personalize Financial Payment Cards in-house. Accordingly, we compete with 
certain of our customers, including those that offer transaction processing products and services to financial 
institutions. We believe we are in competition with ABCorp, Arroweye, CompoSecure L.L.C., Entrust, FIS, Fiserv, 
Giesecke & Devrient GmbH, HID Global, IDEMIA (formerly known as Oberthur Technologies S.A.), Perfect Plastic 
Printing, Thales (formerly known as Gemalto NV), Travel Tags, and WestRock (Multi Packaging Solutions), among 
others.  

Intellectual Property 

We own, control or license various intellectual property rights, such as patents, trade secrets, confidential 
information, trademarks, service marks, tradenames, copyrights and applications. We are party to certain patent cross-
license arrangements with industry participants and may, from time to time, enter into similar commercial agreements 
should we consider it necessary or beneficial for our business. 

We rely on a combination of statutory (copyright, trademark and trade secret) and contractual safeguards to 
protect our intellectual property throughout the world. As of December 31, 2023, we had 70 U.S. and foreign trademark 
registrations and applications, 42 existing U.S. patents, 51 existing foreign patents, as well as 45 pending U.S. and 
foreign patent applications. Our U.S. and foreign patents and applications have an average remaining maturity of 
approximately 12 years, and our trademarks will be due for renewal for additional ten-year periods on an ongoing basis. 

Regulation 

Privacy and Data Security 

In the course of our business, we receive personally identifiable information of cardholders from our customers, 
either from a financial institution or through a Group Service Provider. Such information can include names, email and 
physical addresses, card account numbers and expiration dates. As a service provider to financial institutions in the 
United States, we are subject to certain Federal Trade Commission requirements, certain privacy provisions of the 
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Gramm-Leach-Bliley Act and its implementing regulations, various other federal and state privacy statutes and 
regulations, certain of the PCI Security Standards Council’s requirements and the Health Insurance Portability and 
Accountability Act (“HIPAA”), each of which is subject to change at any time. Outside of the United States, we are 
subject to privacy laws and regulations of certain countries and jurisdictions. The interpretation and application of 
privacy and data protection laws are often uncertain and in a state of flux. Furthermore, many of our customers are 
subject to privacy and data protection laws, and our customers often impose contractual obligations on us related to their 
obligations. In order to comply with our obligations under applicable privacy laws and regulations and our contractual 
agreements with our customers, we are required to implement adequate policies and safeguards to protect the privacy of 
personally identifiable information we receive.  

Under the PCI Security Standards Council’s requirements, we must meet certain security standards in order to 
achieve compliance that allows us to produce and personalize Financial Payment Cards issued on their networks. These 
standards include extensive requirements with respect to the physical characteristics of our facilities, as well as our 
electronic treatment and storage of cardholder data. We believe that we have developed significant expertise in achieving 
and maintaining compliance with the requirements from the Payment Card Brands, and have invested, and will continue 
to invest, significant capital to achieve and retain compliance, which is regularly verified by both the Payment Card 
Brands and our customers. We believe the complexity involved and investment needed to obtain and retain these 
compliance designations may serve as a barrier to new entrants into our market. 

The status and interpretation of pending and existing laws and regulations is evolving and these laws and 
regulations may be applied inconsistently, and the obligations imposed upon us by our customers can vary. It is possible 
that our current data protection policies and practices may be deemed inconsistent with new legal requirements or 
interpretations thereof, and breaches in the security of our systems and technology could result in a violation of these 
laws and regulations and contractual requirements. Changes to these laws and regulations, as well as any associated 
inquiries or investigations or any other government actions, and additional requirements imposed by our customers may 
be costly to comply with and may delay or impede the development of new products, result in negative publicity, 
increase our operating costs, require significant management time and attention, and subject us to remedies that may 
harm our business, including reputational harm, fines, or demands or orders that we modify or cease existing business 
practices. 

Financial Services 

We are generally not directly subject to federal or state regulations specifically applicable to financial 
institutions such as banks, thrifts and credit unions. However, as a provider of products and services to these financial 
institutions, our operations may be examined by various state and federal regulatory authorities and representatives of 
the Federal Financial Institutions Examination Council, which is a formal inter-agency body empowered to prescribe 
uniform principles, standards and report forms for the federal examination of financial institutions and to make 
recommendations to promote uniformity in the supervision of financial institutions. Also, state and federal regulations 
require our financial institution customers to include certain provisions in their contracts with service providers like us 
and to conduct ongoing monitoring and risk management for third party relationships. In addition, we engage 
independent auditors annually to review certain of our operations to provide internal control evaluations for our 
customers’ auditors. 

In conducting certain aspects of our card services, we are directly subject to various federal and state laws and 
regulations and contractual obligations. In order to comply with our obligations under applicable laws, we are required, 
among other things, to comply with reporting requirements, to implement operating policies and procedures to comply 
with Office of Foreign Assets Control requirements, to protect the privacy and security of our customers’ information 
and to undergo periodic audits and examinations. 

In 2010, the Dodd-Frank Act was enacted. The Dodd-Frank Act introduced substantial reforms to the 
supervision and operation of the financial services industry, including introducing changes that: affect the oversight and 
supervision of financial institutions; provide for a new resolution procedure for large financial companies; introduce 
more stringent regulatory capital requirements; implement changes to corporate governance and executive compensation 
practices; and require significant rule-making. The Dodd-Frank Act has generated numerous new regulations that have 
imposed compliance costs. The Dodd-Frank Act established the Consumer Financial Protection Bureau (“CFPB”) which 
is empowered to conduct rule-making and supervision related to, and enforcement of, federal consumer financial 
protection laws. The CFPB has issued guidance that applies to “supervised service providers” which the CFPB has 
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defined to include service providers like us as well as CFPB supervised banks and nonbanks. The CFPB has in the past 
and may in the future issue regulations that may require us to make compliance investments. It is difficult to predict with 
certainty the extent to which the Dodd-Frank Act, the CFPB or the resulting regulations will impact our business or the 
businesses of our current and potential customers. 

Environmental Protection 

Our operations are subject to environmental protection regulations, including those governing the emissions of 
pollutants into the air, wastewater discharges, the use and handling of hazardous substances, waste disposal, and the 
investigation and remediation of soil and groundwater contamination. We are also required to obtain environmental 
permits from governmental authorities for certain of our operations. 

Human Capital 

Our leadership team has significant experience in the payments industry, and many of our employees possess 
career-long expertise and knowledge that is unique to the Financial Payment Card industry. Our compensation programs 
are designed to attract and retain individuals with the unique skill sets that are fundamental to our business. We provide 
our employees with competitive salaries and incentives, access to health insurance and paid time off, in addition to other 
benefits. As part of our promotion and retention efforts, we also invest in ongoing leadership development and conduct 
employee surveys to measure employee engagement and identify areas of focus. 

 
Employee health and safety in the workplace is one of the Company’s core values. Health and safety of our 

employees has remained paramount and the Company has adapted its health and safety procedures and protocols as 
necessary to foster a safe working environment. We maintain a combination of on-site and remote employees in our 
workforce. 

 
We are committed to a diverse and inclusive workplace, in which we promote honest, ethical and respectful 

conduct. Our Code of Business Conduct and Ethics sets the standards for appropriate behavior, and employees are 
required to follow these standards and participate in related training. We encourage employees to bring forward issues 
and concerns. In addition, we periodically analyze our employment procedures and pay practices to help ensure 
individuals are provided with equal employment opportunities and equitable pay. We also focus on a variety of 
community initiatives to enhance the lives of people in the communities where we operate through volunteerism, 
charitable giving and economic support.  

 
As of December 31, 2023, approximately 1,448 people were employed by CPI, of which nearly half are women 

and approximately 60% identify as being within a minority category. Approximately 74% of our full-time employees are 
production and service facility staff. In 2023, we completed the process of transitioning temporary worker positions in 
our Prepaid Debit Card locations, where historically we experienced more seasonality, to permanent employee positions, 
in order to better manage our workforce and operations, and significantly reduced our reliance on temporary workers. 
None of our employees are represented by labor unions. We believe that our relations with our employees are positive. 

 
Available Information 

CPI Card Group Inc. is a Delaware corporation. We were initially formed as CPI Holdings I, Inc. in June 2007 
and changed our name to CPI Card Group Inc. in August 2015. Our principal executive offices are located at 10368 
West Centennial Road, Littleton, CO 80127, telephone (720) 681-6304. The Company's Annual Report on Form 10-K, 
Quarterly Reports on Form 10-Q, Current Reports on Form 8-K, and amendments to those reports are available free of 
charge through the “Investor Relations” portion of the Company's website (www.cpicardgroup.com), as soon as 
reasonably practical after they are filed with, or furnished to, the SEC. Our website and the information contained on that 
site, or connected to that site, are not incorporated into and are not a part of this report. The SEC also maintains a 
website (www.sec.gov), which contains reports and information statements, and other information filed electronically 
with the SEC by the Company. 

CPI Card Group Inc. qualifies as a smaller reporting company in accordance with Rule 12b-2 under the 
Exchange Act and has elected to follow certain of the scaled back disclosure accommodations within this Annual Report 
on Form 10-K. Beginning with the year ended December 31, 2021, the Company is classified as an accelerated filer with 
respect to SEC regulations and filing requirements. 
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Item 1A.  Risk Factors 

There are many factors that affect our business, financial condition, results of operations and cash flows, some 
of which are beyond our control. The following is a description of some important factors that may cause our business, 
financial condition, results of operations and cash flows in future periods to differ materially from those currently 
expected or desired. Factors not currently known to us or that we currently deem to be immaterial may also materially 
and adversely affect our business, financial condition, results of operations and cash flows. You should carefully 
consider all of these risks described below, together with the other information included in this Annual Report on 
Form 10-K, before investing in our securities. As a result of any of these risks, known or unknown, you may lose all or 
part of your investment in our securities. 

Risk Factors Summary 

Risks Relating to our Business 
• A deterioration in general economic conditions, including inflation-related challenges, resulting in reduced

consumer confidence and consumer and business spending and decreased demand for our products.
• The unpredictability of our operating results due to the varying cyclicality of the financial card and electronic

payment industries, changes in customer inventory management practices, capital requirements, competition,
new product developments, technological changes and other factors.

• Disruptions, delays and increased costs and inflationary pressures in our supply chain, including with respect to
single-source suppliers, or the failure or inability of our suppliers to comply with our codes of conduct or
contractual requirements.

• Failure to retain existing key customers and attract new customers due to competitive products, pricing
pressures, extended production lead times, financial health of our customers and macroeconomic conditions
affecting our industry or our customers.

• Failure to recruit, retain and develop qualified new and replacement personnel and implement effective
succession processes amidst labor shortages and competitive labor markets.

• Adverse conditions in the banking system and financial markets, including bank and financial institution
failures.

• A cyber-attack or breach of our information technology systems resulting in losses of our intellectual property
and/or sensitive cardholder data, harm to our competitive position and a loss of customer trust and confidence,
and, as threats evolve, the necessity to invest in significant additional resources to enhance our information
security and controls.

• Any interruption of our information technology systems, including disruptions or failures of our third-party data
centers, inhibiting our ability to service our customers.

• Our inability to undertake time-consuming and costly research and development activities in order to develop
new or enhanced products and services.

• Our substantial indebtedness and the covenants and restrictions in the agreements governing our indebtedness
limiting our ability to use our cash flow in certain areas of our business, capitalize on certain business
opportunities and pursue our business strategies, all of which could be further impacted if we incur additional
debt.

• An inability to refinance our existing debt on favorable terms or at all.
• Costs associated with being an accelerated filer and compliance with the Sarbanes-Oxley Act of 2002.
• A disruption at any of our production facilities and our inability to recover quickly or otherwise provide

continuity of production in order to meet customer requirements.
• Problems in our production processes, including as a result of mechanical or technological failures, which could

lead to reduced production capacity and quality.
• Defects in our products that may give rise to products recalls, product liability and warranty claims as well as

damage to our reputation.
• The impact of the increasing focus on ESG factors on our ability to access capital, produce our products in

conformity with stakeholder preferences, and comply with stakeholder demands as well as comply with any
new ESG related regulatory requirements.

• Damage to our reputation or brand image resulting from negative perceptions of our business or those entities
or individuals with whom we do business.

• The effects of climate change on our business.
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• Our inability to protect our trade secrets, intellectual property and proprietary software; to obtain additional 
intellectual property rights in the future; and to ensure our products are not infringing the intellectual property 
rights of others. 

• Defects in our software and computing systems, resulting in errors or delays in the processing of transactions 
and other interruptions in our business operations. 

• The effects of the low trading volume and fluctuating trading price of our common stock as well as terms of our 
outstanding indebtedness and market conditions on our ability to access capital markets. 

• Our exposure to additional tax collection efforts by states, unclaimed property laws, or future increases in U.S. 
federal or state income taxes, resulting in additional expenses which we may be unable to pass along to our 
customers. 

• Our inability to divest or consolidate certain non-strategic businesses, and our inability to execute successfully 
on an acquisition strategy. 

• A write-down of our long-lived assets, which represent a significant portion of our total assets. 
• Our inability to renew licenses with key technology licensors, resulting in our loss of access to certain 

technologies upon which we rely to develop certain of our products. 
 

Risks Relating to our Industry 
• The highly competitive, saturated and consolidated nature of our marketplace. 
• Challenges, costs and potential liabilities associated with compliance or failure to comply with existing or 

future data privacy and security laws, regulations and requirements. 
• The widespread adoption of technological changes, new products or industry standards, such as digital payment 

systems or mobile payments, which may render our products obsolete or irrelevant, and our failure to develop 
and introduce innovative products to address the evolving needs of our customers. 

• Our failure to comply with the standards of the PCI Security Standards Council, including due to an inability to 
continue to make investments in our facilities necessary to maintain compliance with such standards. 

• The effects of delays or interruptions in our ability to source raw materials and components used in our 
products from foreign countries due to economic downturns or disruptions, including as a result of responses to 
global health emergencies and tariffs and trade restrictions. 

• The effects of ongoing foreign conflicts on the global economy. 
• Our failure to comply with environmental, health and safety laws and regulations, including climate change 

regulations, that apply to our products and the raw materials we use in our production processes. 

Risks Relating to Ownership of our Common Stock 
• Continued concentrated ownership of our shares by our majority stockholders and their ability to control 

decisions regarding our business direction and policies as well as the potential conflicts of interest that may 
arise between our majority stockholders and our other stockholders. 

• The influence of securities analysts over the trading market for and price of our common stock, particularly due 
to the lack of substantial research coverage of our common stock. 

• Our failure to maintain our listing on the Nasdaq Global Market (“Nasdaq”) due to failure to comply with 
Nasdaq listing standards.  

• The impact of stockholder activism or securities litigation on the trading price and volatility of our common 
stock.  

• Share repurchase programs may not have the intended effect on long-term stockholder value. 
• Certain provisions of our organizational documents and other contractual provisions that may delay or prevent a 

change in control and make it difficult for stockholders other than our majority stockholders to change the 
composition of our board of directors. 

General Risk Factors 
• Our inability to comply with numerous evolving and complex laws and regulations relating to financial 

reporting standards, corporate governance, data privacy, tax, trade regulations, environmental regulations and 
permit requirements, export controls, competitive practices, labor and health and safety. 

• Legal costs, insurance expenses, settlement costs and the risk of an adverse decision related to legal or 
regulatory proceedings or litigation. 
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Risks Relating to our Business 
 
Risks associated with reduced levels of consumer and business spending, inflation-related challenges and the effects 
of an economic downturn could adversely affect our business, financial condition and results of operations. 

Our business depends heavily on the overall level of consumer and business spending. Our revenue is exposed 
to general economic conditions that affect consumer confidence, consumer spending, consumer discretionary income or 
changes in consumer purchasing habits. A sustained deterioration in general economic conditions, particularly in the 
United States, or increases in interest rates may adversely affect our financial performance by reducing the demand for 
our Financial Payment Card solutions or reducing the purchase of our higher margin products. If an economic downturn 
occurs, credit card issuers may reduce credit limits, close accounts and become more selective with respect to whom 
they issue credit cards. Certain of our customers, especially in the fintech space, could be severely impacted by a 
downturn in economic conditions limiting their spending on cards, or cease to exist altogether. Additionally, an 
economic downturn or another global health emergency similar to the COVID-19 pandemic could result in extended 
voluntary or mandated closure of retail locations that sell certain of our products to consumers, including our Prepaid 
Debit Cards. These and other changes in economic conditions could therefore adversely impact our future revenues and 
profits and cause a materially adverse effect on our business, financial condition and results of operations. 

Inflation, which increased significantly during 2022 and 2023, has adversely affected us by increasing the costs 
of materials and labor needed to operate our business and could continue to adversely affect us in future periods. In 
response to inflation, we have increased and may in the future increase, the sales prices of our products and services in 
order to maintain satisfactory margins. However, such increases may result in customer pushback or attrition and be 
difficult or impossible in future periods, all of which may have an adverse effect on our financial condition and results of 
operations.  

Our operating results are unpredictable and may vary significantly from quarter to quarter and annually, and may 
differ significantly from our expectations. 

Our operating results are affected by a wide variety of factors that could materially and adversely affect revenue 
and profitability or lead to significant variability in our operating results. These factors include the varying cyclicality of 
the financial card and electronic payment industries, limited visibility into our customers’ anticipated purchasing needs, 
labor and supply challenges, capital requirements, Payment Card Brands standards and requirements, competition, new 
product developments, technological changes and other factors. 

Furthermore, in periods of industry overcapacity or when our customers encounter difficulties in their 
end-markets, orders are more exposed to cancellations, reductions, price reductions or postponements, or changes in 
customer inventory management practices which in turn reduce our management’s ability to forecast the next quarter or 
full-year production levels, net sales, profits and cash flows. For these reasons, our net sales and operating results and 
cash flows may differ materially from our expectations as visibility is reduced. This may have a material adverse effect 
on our business, financial condition and results of operations. 

A disruption or other failure in our supply chain could adversely affect our business and financial results. 

As a company engaged in production and distribution, we are subject to the risks inherent in such activities, 
including product quality control issues, disruptions or delays in our supply chain as well other external factors over 
which we have no control. Raw materials used in our products may be sourced from a few key suppliers or a single key 
supplier. Specifically, certain key components for our Financial Payment Card products include EMV microchips, 
substrates (such as PVC), resin, modules, antennas and inlays, which we source from multiple suppliers located in 
various countries, primarily on a purchase order basis. Though we obtain the microchips used in our Financial Payment 
Card products from multiple suppliers, we source the substantial majority of such microchips from one supplier. For the 
year ended December 31, 2023 approximately 96% of the total value of our purchased microchips and antennas came 
from four main suppliers, and approximately 72% came from one supplier, including most of our contactless chips. We 
may enter into agreements with suppliers from time to time which commit us to purchase products at prices less 
favorable than those available in the market at the time of the order, or in quantities greater than our future needs. If such 
supplier is unable to fulfill our orders for microchips or is delayed in shipping microchips to us, we could fail to timely 
fulfill customer orders, which could damage our reputation and result in a loss of customers and customer opportunities 
and material harm to our financial results. 
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Additionally, our Second Wave cards, featuring a core made with ROBP rely on a largely international supply 
chain to source and provide such plastic in accordance with our defined parameters. It is difficult and costly to monitor 
suppliers of key components and their compliance with our parameters, our codes of conduct, and applicable laws. Any 
failure by our suppliers to so comply could adversely affect our ability to produce Financial Payment Cards at all or in a 
manner consistent with standards agreed upon with our customers, which could adversely affect our business, reputation 
and customer relationships. Moreover, in certain cases, such as with ROBP, microchip and resin suppliers, we may rely 
on suppliers for which there are not adequate and immediate replacements, which may result in our inability to continue 
to produce or a reduction in production of products that use components from these suppliers in the event the suppliers 
terminate their relationships with us, fail to deliver products or materials in required volumes or in required timeframes, 
or otherwise fail to meet their obligations to us. We generally do not maintain large volumes of certain types of 
inventory, which makes us even more susceptible to harm if a supplier fails to deliver products or materials as required.  

Changes in the financial or business condition of our suppliers, political instability, social or civil unrest, war or 
adverse market conditions in a supplier’s country, including any new global health emergency, demand from other 
customers of such suppliers or failure to comply with our codes of conduct or other contractual requirements, could 
render our suppliers unable to provide us with, or render us unable or unwilling to accept, the components we need to 
produce our products and thus subject us to losses or adversely affect our ability to bring products to market. Further, the 
failure of our suppliers to deliver goods and services in sufficient quantities, in compliance with applicable standards, 
contract requirements, or laws and regulations, and in a timely manner could adversely affect our customer service 
levels, our reputation and our overall business. For example, during the COVID-19 pandemic, we experienced delays in 
the supply of, and increased costs of, materials necessary to operate our business, which made it difficult to produce our 
products in a timely manner. In addition, any increases in the costs of goods and services for our business, including as a 
result of inflationary pressures, may adversely affect our profit margins if we are unable to pass along any higher costs in 
the form of price increases or otherwise achieve cost efficiencies in our operations. If a company in our supply chain 
engages in illegal, unethical or other questionable conduct, we may not have visibility into these practices, we may in 
certain circumstances be deemed to have concurrent responsibility with our supplier for such conduct, and we, and our 
customers, may face legal or reputational harm in addition to interruptions to our supply chain.  

Failure to retain our existing customers or identify and attract new customers would have a material adverse effect 
on our business. 

A substantial portion of our net sales is derived from several large customers. The Company had one customer 
that accounted for approximately 18% of total net sales for the year ended December 31, 2023. We have been serving 
this customer for more than 10 years. In addition, nearly two-thirds of our net sales for the year ended December 31, 
2023 were from our top ten direct customers, which include certain Group Service Providers. We have been serving 
these top ten direct customers for an average of more than 10 years. If one or more of our key customer relationships 
ends, it could have a material adverse effect on our business and financial results. Our ability to provide products and 
services to these customers and our other customers and meet very high-quality standards in a timely manner is critical 
to our business success. For example, one of the key services that we offer our customers is the prompt and timely 
production and delivery of replacement debit or credit cards. Orders for replacement debit or credit cards often are 
placed on short notice and may require personalization. If we are unable to offer these and our other products and 
services in a high quality and timely manner, our relationships with our customers may be adversely affected and 
customers may terminate their contracts with us. 

In addition, our continued business relationship with our customers may be impacted by several factors beyond 
our control, including changes in purchasing and inventory management practices by our customers, more attractive 
product offerings from our competitors, pricing and inflationary pressures, Group Service Providers’ and program 
managers’ ability to retain existing or gain new customers, the financial health of our customers and macroeconomic 
conditions affecting the Financial Payment Card industry or our financial institution and other customers. Our business 
practices may also be subject to periodic audits by customers as part of that customer’s third-party risk management 
programs, the outcome of which may result in the loss of that customer or may cause us to incur significant costs in 
order to satisfy the customer’s requirements. Because our contractual arrangements with customers generally do not 
include exclusivity clauses or commitments to order specified quantities of products on a medium or long-term basis, 
there is no guarantee that we will receive orders on a consistent basis or on favorable terms, or be able to renew contracts 
or purchase orders in a given year on favorable terms or at all. Additionally, as a result of labor shortages and supply-
chain constraints, the Company has experienced extended production lead times in the past in some areas of the business 
which resulted in difficulty meeting some customers’ delivery expectations. While we continue to proactively monitor, 
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assess and take steps to minimize disruptions and delays in production, these disruptions and delays have caused, and 
may continue to cause, the Company to lose or delay customer opportunities. 

If we experience difficulty attracting and retaining customers, our business, financial condition and results of 
operations would be materially and adversely affected. 

The failure to effectively recruit, retain and develop qualified personnel and implement effective succession processes 
could adversely affect our success and could have a material adverse effect on our business, financial condition and 
results of operations. 

Our business functions are complex and require wide-ranging expertise and intellectual capital. If we fail to 
recruit, retain and develop personnel who can provide the needed expertise across the entire spectrum of our operating 
and intellectual capital needs, including as a result of leadership changes, then the ability of our business to successfully 
compete and grow may be adversely affected. The market for qualified personnel is highly competitive and we have 
previously experienced labor availability issues in several of our facilities. This shortage of labor has resulted, and may 
in the future result, in increased compensation and recruiting expenses which could have a material adverse effect on our 
profitability, particularly if we are unable to pass all of such expenses on to our customers or are limited in our ability to 
find suitable workers.  

In addition, we rely, in part, on the accumulated knowledge, skills and experience of our key personnel, 
including our executive officers. The loss of the services of any of our key personnel could have a material adverse 
effect on our business, financial condition and results of operations, as we may not be able to find suitable individuals to 
replace such key personnel on a timely basis or without incurring increased costs, or at all. If our key personnel were to 
leave us without adequate succession plans in place, it may cause a failure to maintain continuity in key business 
functions. We may not succeed in recruiting sufficient personnel to support our production needs or may fail to 
effectively replace current personnel who depart with qualified or effective successors. Personnel shortages have 
resulted, and may in the future result, in extended production lead times and difficulty in meeting customers’ delivery 
expectations, which could result in the loss of customers and damage to our reputation and have a material adverse effect 
on our business, financial condition and results of operations. 

Conditions in the banking system and financial markets, including the failure of banks and financial institutions, 
could have an adverse effect on our business, financial condition and results of operations. 

Events involving limited liquidity, defaults, non-performance or other adverse developments that affect 
financial institutions, transactional counterparties or other companies in the financial services industry or the financial 
services industry generally, or concerns or rumors about any events of these kinds or other similar risks, have in the past 
led and may in the future lead to market-wide liquidity problems. For example, in March 2023, the Federal Deposit 
Insurance Corporation took control and was appointed receiver of Silicon Valley Bank and Signature Bank, after each 
bank was unable to continue its operations, and assisted with the assumption of First Republic Bank’s deposits and assets 
by JP Morgan Chase. These events exposed vulnerabilities in the banking sector, including uncertainties, significant 
volatility and contagion risk, any or all of which could have an adverse effect on our business, financial condition and 
results of operations. 

In addition to the market-wide impacts, our reliance on financial institutions and non-traditional financial 
service providers such as fintechs as our primary customers exposes us to additional risk from adverse events affecting 
the industry. Certain financial institutions’ failures, the migration of deposits from smaller financial institutions to larger 
ones due to reduced confidence in or concerns about the stability of smaller financial institutions or non-traditional 
financial service providers, as well as consumers opening fewer new accounts at these institutions, may impact the 
quantity and timing of orders for our products. Additionally, uncertainty in the banking sector, as well as broader 
economic conditions in general, may cause banks and financial institutions to implement precautionary measures such as 
reducing spending on card programs or being more selective about issuing or renewing cards to customers. Any of the 
foregoing events could result in lower demand for our products, which in turn could have a material adverse effect on 
our business, financial condition and results of operations. 

Critical vendors, third-party manufacturers or other third parties on which we rely could also be adversely 
affected by the liquidity and other risks related to bank failures, which in turn could result in material adverse impacts on 
our business, financial condition and results of operations. These could include, but may not be limited to, delayed 
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access to deposits or other financial assets or the uninsured loss of deposits or other financial assets and difficulty in 
accessing commercial financing on acceptable terms or at all due to tightening credit markets, unfavorable covenant 
terms and higher interest rates. Any third-party bankruptcy or insolvency, or any breach or default by a third party on 
which we rely, or the loss of any significant supplier relationships, could result in material adverse impacts on our 
business, financial condition and results of operations. 
 
System security risks, data protection breaches, and cyber-attacks could compromise our proprietary information, 
impair customer and vendor relationships, disrupt our internal operations, harm perception of our products and 
expose us to litigation and/or regulatory penalties, which could have a material adverse effect on our business and 
our reputation. 

The reliability and security of our IT infrastructure and our ability to protect sensitive and confidential 
information for our customers, which include many financial institutions, is critical to our business. We have been and 
may continue to be a target of cyber-attacks or cyber intrusions via the Internet, computer viruses, break-ins, malware, 
phishing attacks, ransomware attacks, hacking, denial-of-service attacks or other attacks and similar disruptions from 
unauthorized use of or access to computer systems (including from internal and external sources). Increasing use of 
artificial intelligence or machine learning capabilities may increase these risks. A breach of our security defenses could 
result in a loss of our intellectual property, the release of sensitive cardholder information and customer, consumer or 
employee personal data, or the loss of production capabilities at one or more of our production facilities. We may also be 
at risk from cyber-attacks on third parties with whom we do business to the extent their compromised systems interact 
with our systems or employees. For example, our employees, contractors, customers or other users of our systems are 
from time-to-time subject to fraudulent inducements by parties attempting to gain access to our data. We have no control 
over the level of response offered by any third party whose systems have been impacted by a cyber-security breach and 
to the extent we are also impacted by interacting with compromised systems or bad actors, we could also experience 
system disruptions, financial loss, fines or penalties and potential damage to our reputation. In recent years these types of 
incidents have become more prevalent and pervasive across industries, including in our industry. 

In addition, our encryption systems are at risk of being breached or decoded. We use encryption technology to 
protect sensitive data while in transit and at rest. Also, smart cards are equipped with keys that encrypt and decode 
messages in order to secure transactions and maintain the confidentiality of data. The security afforded by this 
technology depends on the integrity of the encryption keys and the complexity of the algorithms used to encrypt and 
decode information. Any significant advances in technology that enable the breach of cryptographic systems, malicious 
software infiltration or that allow for the exploitation of weaknesses in such systems could result in a decline in the 
security we are able to provide through this technology. Any material breach of our secured systems could harm our 
competitive position, result in a loss of customer trust and confidence, and cause us to incur significant costs to remedy 
the damages caused by system or network disruptions, whether caused by cyber-attacks, security breaches, internal 
control failures or otherwise, which could ultimately have a material adverse effect on our business, financial condition 
and results of operations. 

The protective measures we have implemented to protect against data and security breaches and cyber-attacks 
may not prevent system or network disruptions and may be insufficient to prevent or limit the damage from any future 
security breaches. Our activities and investment in protective measures may not be deployed sufficiently quickly or 
successfully in order to protect our system or network against disruptions and may not prevent or limit the damage from 
any future security breaches. In addition, as these threats continue to evolve, we may be required to invest significant 
additional resources to modify and enhance our information security and controls or to investigate and remediate any 
security vulnerabilities. 

Interruptions in our operations, particularly in our IT systems, could have a material adverse effect on our business 
and reputation. 

Our business is dependent upon our ability to execute, in an efficient and uninterrupted fashion, necessary 
business functions, including the operation of complex IT systems and production equipment. In addition, a significant 
portion of the communication between our employees, customers and suppliers depends on our IT systems. The 
reliability of our IT infrastructure and software, and our ability to expand and continually update technologies in 
response to our changing needs, are critical to our business.  
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In order to serve our customers and operate certain aspects of our business, we depend on data centers and 
computing infrastructure that is both our own as well as provided by third party vendors. To the extent applications and 
data used in our business are hosted by third party vendors at their facilities, we do not control the operation of such 
facilities or in some cases the hardware and infrastructure within them. Any disruption of, interference with, or inability 
to keep up with our needs for capacity by our third-party data centers or hosted infrastructure partners could interrupt our 
business operations. In addition, any problems faced by our third-party data center operations or hosted infrastructure 
partners with the telecommunications network providers with whom we or they contract, or with the systems by which 
our telecommunications providers allocate capacity among their customers, including us, could adversely affect the 
experience of our customers. Our ability to service our customers also largely depends on the efficient and uninterrupted 
operation of our own computer information systems and complex production equipment, much of which relies on 
computer operating systems, residing at our leased facilities. The proper functioning of such systems can be adversely 
affected by the increasing age and usage of such systems, among other things. Any interruption in our business 
applications, systems or networks, including, but not limited to, new system implementations, server downtime, failure 
to upgrade or patch software, facility issues, natural disasters or energy blackouts, could have a material adverse impact 
on our operations, sales and operating results. Additionally, we have a limited number of employees with the expertise 
required to operate such internal applications, systems and networks as well as remediate them in the event of a failure, 
and thus the attrition of such employees could result in our inability to quickly and effectively resolve future IT issues 
that may arise. 

Not only could we suffer damage to our brand and reputation in the event of a system outage or data loss or 
interruption, but we may also be liable to third parties, including our customers. Some of our contractual agreements 
require the payment of penalties if our systems do not meet certain operating standards, and failure to operate in 
accordance with the standards of one or more of the Payment Card Brands could result in a loss of compliance of our 
facilities, any of which could have a material adverse effect on our business.  

In addition, to successfully operate our business, we must be able to protect our processing and other systems 
from interruption, including from events that may be beyond our control. Protective measures we have established for 
continuation of core business operations in the event of a catastrophic event may be insufficient to prevent or limit the 
damage from any future disruptions, and any such disruption could have a material adverse effect on our business, 
financial condition and results of operations. 

Our future success depends upon our ability to develop, introduce and commercialize new products and services 
which can be a lengthy and complex process. We may be unable to commercialize new or improved products and 
services we may develop on a timely basis or at all. 

The development of new or enhanced products and services is a complex and uncertain process requiring the 
accurate anticipation of technological, market and industry trends, as well as precise technical execution, all of which 
could adversely affect our ability to meet customer demand for new or enhanced products. The successful development 
of new products and services may require us to undertake time-consuming and costly research and development 
activities, and we may experience difficulties or challenging market conditions that could delay or prevent the successful 
development, commercialization and marketing of these new products and services, including, for example, limited or 
delayed market acceptance of dual-interface EMV technology or eco-focused card solutions in the United States. Before 
we can commercialize any new products and services, we may need to expend significant funds in order to conduct 
substantial research and development. Additionally, we have limited research and development resources as compared to 
many of our competitors, which may result in an immature product development process and lengthy product roll-outs. 
If we have difficulty producing innovative products, there could be a material adverse effect on our revenue, results of 
operations, reputation and business. New or enhanced product and service offerings may also expose us to additional 
risks, such as new sources of supplies, increased regulation or reputational harm. 

As we develop products and services, we may need to make significant investments in product development 
and new technology, as well as sales and marketing resources. Furthermore, if we are unable to develop and introduce 
new and innovative products in a cost-effective and timely manner, our product and service offerings could be rendered 
obsolete. In addition, competitors may be able to develop and commercialize competing products more quickly and 
efficiently. Artificial intelligence and machine learning technologies have rapidly developed and if we cannot 
successfully integrate these technologies into our internal business processes and product and service offerings in a 
timely, cost-effective, compliant and responsible manner, we may be at a competitive disadvantage. Any of these factors 
could have a material adverse effect on our business, financial condition and results of operations. 
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The covenants and restrictions contained in agreements governing our indebtedness may adversely affect our 
business and results of operations, may restrict our ability to grow and could make it difficult or impossible to timely 
make our debt service payments or refinance our debt when it comes due. 

We maintain a substantial amount of debt, and we may incur additional debt in the future to help fund our 
business. The agreements governing our indebtedness do not fully prohibit us or our subsidiaries from incurring 
additional indebtedness in the future, and to the extent that we incur additional indebtedness, the risks associated with 
our substantial indebtedness described below, including our possible inability to service our debt, may increase. Our 
substantial indebtedness and interest expense could have important consequences to us, including: 

• limiting our ability to use a substantial portion of our cash flow from operations in other areas of our business, 
including for working capital, research and development, expanding our infrastructure, capital expenditures and 
other general business activities and investment opportunities in our company, because we must dedicate a 
substantial portion of these funds to pay interest, make principal payments and/or otherwise service our debt; 

• impacting our cash flows, results of operations and financial condition when interest rates rise, because the 
interest rate on our revolving credit facility is a floating rate that varies depending on market interest rates and 
issuance or refinancing of other debt in the future may be incurred at higher interest rates than current debt; 

• limiting our ability to retain or attract customers and our ability to attract or retain qualified employees due to 
our significant amount of debt and the related implications of such debt for the Company’s long-term financial 
condition; 

• limiting our ability to obtain additional financing in the future for working capital, capital expenditures, debt 
service requirements, acquisitions and the execution of our strategy, and other expenses or investments planned 
by us; 

• limiting our flexibility and our ability to capitalize on business opportunities and to react to competitive 
pressures and adverse changes in government regulation, our business and our industry; 

• limiting our ability to timely make our debt service payments or to satisfy our other obligations under our 
indebtedness (which could result in an event of default and acceleration if we fail to comply with the 
requirements of our indebtedness); 

• limiting our ability, or increasing the costs, to refinance indebtedness prior to maturity dates; 
• increasing our vulnerability to a downturn in our business and to adverse economic and industry conditions 

generally; and 
• placing us at a competitive disadvantage as compared to our competitors that are less leveraged. 

Additionally, the terms of the agreements governing our indebtedness restrict, and any additional indebtedness 
we may incur in the future could similarly restrict, our ability to operate our business and to pursue our business 
strategies. Among other things, these agreements restrict our ability to: 

• incur additional indebtedness; 
• create liens or use assets as security in other transactions; 
• enter into certain asset sale transactions or other dispositions of assets; 
• declare or pay dividends, repurchase or redeem stock, or make other distributions to stockholders; 
• make investments in other businesses or joint ventures; 
• merge or consolidate, or sell, transfer, lease or dispose of substantially all of our assets; and 
• enter into transactions with affiliates. 

 
We may not be able to refinance our existing long-term debt if necessary, or we may only be able to do so at a higher 
interest rate or on other less favorable terms. 
 

We may be unable to refinance or renew our existing long-term debt and our failure to repay all amounts due on 
the maturity date would cause a default under the long-term debt agreement as well as our credit agreement. Amounts 
borrowed and outstanding under our long-term debt agreement and senior secured revolving credit facility are required 
to be repaid in full, together with any accrued and unpaid interest, no later than March 15, 2026 (and may be subject to 
earlier mandatory prepayment upon certain events). Alternatively, any renewal or refinancing may occur on less 
favorable terms for both the long-term debt and the credit facility. If we refinance on terms that are less favorable to us 
than the terms of our existing debt and credit facility, our interest expense may increase significantly, which could 
impact our results of operations and impair our ability to use our funds for other purposes. 
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We are considered an accelerated filer and are required to comply with the Sarbanes-Oxley Act of 2002, and our 
inability to maintain effective internal control over financial reporting in the future could result in investors losing 
confidence in the accuracy and completeness of our financial reports and negatively affect the market price of our 
common stock. 

As a public company, we are required to maintain internal control over financial reporting and to report any 
material weaknesses in such internal controls. The Sarbanes-Oxley Act of 2002 (the “Sarbanes-Oxley Act”) requires our 
independent registered public accounting firm to attest to the effectiveness of our internal control over financial 
reporting. The costs associated with compliance with these and future laws and related rules and interpretations could 
have a material impact on our results of operations. 

Management has assessed the effectiveness of the Company’s internal control over financial reporting based on 
the criteria set forth by the Committee of Sponsoring Organizations of the Treadway Commission in Internal Control-
Integrated Framework (2013). See Item 9A – Controls and Procedures – Management’s Report on Internal Control over 
Financial Reporting. We have identified material weaknesses and significant deficiencies in our internal controls in the 
past and we may identify additional material weaknesses or significant deficiencies in our internal controls in the future. 
If any such control deficiencies occur in the future, we may not detect errors on a timely basis, our financial statements 
may be materially misstated, investors may lose confidence in the accuracy and completeness of our financial reports 
and we may be unable to timely produce our financial reports. Any of the foregoing could negatively affect the market 
price of our common stock, perhaps significantly. In addition, we could become subject to investigations by any stock 
exchange on which our securities are listed, the SEC or other regulatory authorities, or litigation or disputes with 
stockholders, which could require additional financial and management resources and result in more costly directors’ 
and officers’ insurance, which could have an adverse impact on our business. 

Disruptions in production at one or more of our facilities may have a material adverse impact on our business, results 
of operations and/or financial condition. 

Any serious disruption at any of our facilities, including as a result of public health emergencies, severe weather 
conditions, climate change, natural disasters, hostilities, political instability, social unrest, network outages or terrorist 
activities, could impair our ability to use our facilities and have a material adverse impact on our revenues and increase 
our costs and expenses. In the event of a disruption in production at one of our facilities, our other facilities may not 
have sufficient capacity, may not have the specialized equipment necessary, may have higher production costs, may take 
significant time to increase production or may fail to meet our customers’ requirements, any of which could negatively 
impact our business, results of operations and financial condition. Production disruptions may cause our customers to 
seek alternative supply, which could further adversely affect our profitability. 

A significant amount of certain specialized production capacity is also concentrated in single-site locations. Due 
to the specialized nature of the assets used in the production process at each location, in the event a particular facility 
experiences disruption, it may not be possible to find replacement capacity quickly or substitute production from our 
other facilities. Accordingly, disruption at a single-site production operation could significantly impact our ability to 
supply our customers and could have a severe impact on us. 

Additionally, all of our production facilities are currently leased, and we are subject to risks associated with our 
current and future real estate leases for such facilities. As each lease expires, we may fail to negotiate renewals, either on 
commercially acceptable terms or at all, we may be unable to find replacement locations with adequate capacity for our 
unique equipment and both current and future operational needs, and we may experience disruption or significant cost in 
relocating, any of which could have an adverse effect on our operations, customer relationships and financial 
performance. Moreover, the lease at our Fort Wayne, Indiana production facility expires in January 2026 with no current 
option to renew and we are taking steps to relocate the operations at this facility to a new location. We may not be able 
to successfully relocate our operations in a timely manner or do so without experiencing business interruption. Our other 
production facilities may not have the ability to support the production needs serviced by this facility, and we do not 
have contractual arrangements with any other manufacturers in the event this facility ceases to be available to us for any 
reason. Also, a substantial investment in improvements and equipment will be necessary to facilitate the relocation of 
these operations. These costs may exceed our expectations or we may face delays for the relocation of the facility, which 
could have an adverse effect on our operations, customer relationships and financial performance. 
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Our business could suffer from problems in production quality, materials and process, which could reduce, delay or 
interrupt production of our products, resulting in adverse impacts to our business and financial results. 

We produce our products using processes that are highly complex, require complex and costly equipment and 
must continually be modified to improve yields and performance. Difficulties in the production process can reduce 
product yields, reduce product quality or interrupt production altogether. We may not have adequate replacements for 
failing or malfunctioning machinery available in a timely fashion. Additionally, we have experienced malfunctions and 
errors, including human error, relating to the operation of certain machinery and systems used in our production process 
that, in some instances, have resulted in the delivery to our customers of products that did not meet their standards or 
specifications or failed to function in the marketplace. Such problems have in the past resulted, and may in the future 
result, in our inability to properly fulfill customer orders and/or our obligation or election to replace products at our cost 
and expense, provide credit to or reimburse customers for related damages. We may also be subject to claims relating to 
such issues. The occurrence of any of these risks could damage our reputation and result in the loss of business, which 
could have an adverse impact on our business, financial condition and results of operations.  

As the complexity of both our products and our technological processes has become more advanced, production 
tolerances have been reduced and requirements for precision have become more demanding. If we do not advance our 
production processes at the market rate, we may experience a lower production quality than the market standard. We 
may suffer disruptions in our production, either due to production difficulties, such as machinery or technology failures, 
human or other errors, or as a result of external factors beyond our control, such as delay of, or quality issues with, 
materials provided by suppliers, interruption of our electrical service or a natural disaster. We may also risk non-
compliance with certain industry standards if we experience failure of certain required operations or processes, such as 
those related to facility security, which may impede our ability to deliver products to our customers. Any such event 
could have a material adverse effect on our business, financial condition and results of operations. 

Costs relating to product defects, and any related product liability and warranty claims may materially adversely 
affect our business. 

We offer highly complex services and products and, accordingly, from time to time, defects have 
occurred. Such defects can give rise to significant costs, including expenses relating to recalling products, replacing 
defective items, writing down defective inventory, the loss of potential sales and claims by third parties. In addition, the 
occurrence of such defects may give rise to product liability and warranty claims, including liability for damages caused 
by such defects. If we sell defective products into the market, our reputation could suffer, and we may lose sales 
opportunities and incur liability for damages, including damages claims from customers in excess of the amounts they 
pay us for our products, including consequential damages. In addition, our customers may recall their products if they 
prove to be defective or make compensatory payments in accordance with industry or business practice or in order to 
maintain good customer relationships. If such a recall or payment is caused by a defect in one of our products, our 
customers may seek to recover all or a portion of their losses from us. If any of these risks materialize, our reputation 
would be harmed and there could be a material adverse effect on our business, financial condition and results of 
operations. 

Expectations of stakeholders relating to environmental, social and governance matters may impose additional costs 
and expose us to new risks as well as have an adverse effect on our business, financial condition, results of 
operations, and cash flows. 

There is an increasing focus from certain investors, regulators, customers, employees and other stakeholders 
concerning corporate responsibility, specifically related to ESG matters. Some investors may use these factors to guide 
their investment strategies and, in some cases, may choose not to invest in the Company if they believe our practices 
relating to ESG are inadequate, which may hinder the Company’s access to capital. In addition, certain investment funds  
specialize in companies that perform well in such assessments, and some major institutional investors have publicly 
emphasized the importance of such ESG measures to their investment decisions. In addition to the topics typically 
considered in such assessments, for businesses in the card production industry, issues of emissions and plastic waste are 
of particular importance. For example, increased attention to conservation measures and negative consumer attitudes 
about plastic products or other components in our products could have an adverse impact on demand for our products, 
which could adversely impact our business and results of operations. 
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There have also been changing consumer concerns and perceptions (whether accurate or inaccurate) regarding 
the potentially adverse environmental effects of substances present in certain consumer products, including substances 
and components the Company uses in its products, including PVC plastic. Potential consumer concerns may also extend 
to the sourcing of certain materials and labor and other conditions in those locations. We may be unable to produce or 
procure our products in conformity with these preferences and concerns, or doing so may require significant research 
and development costs as well as increased costs associated with procuring alternative raw materials and components. 
We also may need to make changes to our operations that could require additional capital expenditures. This would 
adversely affect our financial condition, results of operations and cash flows. 
 

Furthermore, customer, investor and consumer expectations in ESG areas have been varied, rapidly evolving 
and increasing. Specifically, certain customers are beginning to request that the Company provide information on its 
plans relating to certain environmental related matters such as greenhouse gas emissions, waste sent to landfills and 
energy usage. The enhanced stakeholder focus on ESG issues requires the continuous monitoring of various and 
evolving standards, which is time consuming and costly. In addition, in the event that we communicate certain initiatives 
or goals regarding ESG matters, we could fail, or be perceived to fail, in our achievement of such initiatives or goals, or 
we could be criticized for the scope of such initiatives or goals. A failure to adequately meet these various stakeholder 
expectations and standards may result in reputational damage, the loss of business, diluted market valuation, an inability 
to attract customers or an inability to attract and retain top talent.  

Additionally, the potential for future ESG and climate risk reporting requirements may result in additional costs 
to monitor, track and report sustainability measures. We have implemented or are considering implementing ESG 
strategies, including efforts to offer more eco-focused solutions to our customers. Our customers may request that 
changes be made to our products or operations, as well as other aspects of our production processes. These strategies and 
customer requests could increase our operating costs and may require the investment of capital. The failure to implement 
ESG strategies, meet our ESG goals or evolving stakeholder expectations or standards or comply with any new ESG 
related regulations could adversely affect our reputation and our relationships with customers, which in turn could 
adversely affect our business, financial condition, results of operations and cash flows. 

Damage to our reputation or brand image can adversely affect our business. 

Our reputation forms the foundation of our relationships with key stakeholders and other constituencies, 
including employees, consumers, customers and suppliers, and maintaining a positive reputation globally is critical to 
the successful operation of our business. Negative publicity surrounding us, our activities, our personnel or our business 
partners, consumer perception of our response to political and social issues or catastrophic events, and campaigns by 
activists, whether or not warranted, connecting us, our personnel, our supply chain or our business partners to a failure to 
maintain high ethical, business and environmental, social and governance practices, including with respect to human 
rights, workplace conditions and employee health and safety, whether actual or perceived, could adversely impact our 
reputation and brand image and may decrease demand for our products, thereby adversely affecting our business, results 
of operations, cash flows or financial condition. 

Climate change may adversely affect our operations and financial performance. 

There is continuing concern from members of the scientific community and the general public that emissions of 
greenhouse gases (“GHG”) and other human activities have caused or will cause significant changes in weather patterns 
and increase the frequency and severity of extreme weather events, including, without limitation, droughts, wildfires, 
hurricanes and flooding. Extreme weather events have and may continue to adversely affect us because of their impact 
on the availability and cost of raw materials and components we need to produce our products and that we source from 
locations in the United States and internationally that have experienced and may continue to experience such events. In 
addition, extreme weather events could have an adverse impact on, among other things, our customers’ demand for our 
products and services due to impacts of such events on them as well as decreased consumer demand and spending power 
as a result of such events, and also on our insurance premiums, operating costs and ability to timely fulfill customer 
orders in the event of damage or disruption to one of our facilities resulting from such an event. 
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We may be unable to adequately protect our trade secrets and intellectual property rights against misappropriation or 
infringement, which may have a material adverse effect on our business. 

Our ability to protect our intellectual property is important to our business. We depend on patents and other 
intellectual property rights to protect our products, proprietary designs and technological processes against 
misappropriation by others. Our existing or future patents may be challenged, invalidated or circumvented. Our patents 
have been and may in the future be challenged as invalid. Furthermore, we may have difficulty obtaining additional 
patents and other intellectual property protections in the future. The patents and intellectual property rights that we 
receive may be insufficient to provide us with meaningful protection or commercial advantage. Moreover, effective 
patent, trademark, service mark, copyright and trade secret protection may not be available in every country in which we 
provide services or sell or license products.  

Our efforts to prevent the misappropriation or infringement of our intellectual property or the intellectual 
property of our customers may not succeed. We actively seek to protect our proprietary rights and trade secrets by 
engaging in litigation and by entering into confidentiality agreements with our employees, consultants, and strategic 
partners and controlling access to and distribution of our technologies, documentation and other proprietary 
information. Nevertheless, unauthorized parties may attempt to copy aspects of our products or technologies or to obtain 
and use information that we regard as proprietary and may use such information to interfere with our business. Enforcing 
our intellectual property rights has in the past caused and may in the future cause us to incur significant costs. These 
costs and other consequences from the unauthorized use of our intellectual property could have a material adverse effect 
on our business, financial condition and results of operations.  

Companies in our industry aggressively protect their intellectual property rights. Our products often contain 
technology provided to us by other parties such as suppliers or customers, and we compete in an industry that is highly 
active in generating intellectual property. We may have little or no ability to determine in advance whether such 
technology infringes the intellectual property rights of a third party. From time to time, we receive notices or are named 
in litigation that claim we have infringed upon, misappropriated or misused other parties’ proprietary rights or that 
challenge the validity of our patents. In addition to the costs and distraction that result from intellectual property 
litigation and infringement claims, an adverse outcome in these types of disputes could prevent us from offering some of 
our products and services or from enforcing our intellectual property rights. Settlements can involve royalty or other 
payments that could reduce our profit margins and may have a material adverse effect on our financial results. Our 
suppliers, customers and licensors may not be required to fully indemnify us for the costs of defending against 
infringement claims. In addition, we may be required to indemnify some customers and strategic partners related to 
allegations, regardless of merit, that our products infringe on the intellectual property rights of others.  

We also face risks related to open source software. Certain of our software is derived from open source 
software, which is generally made available to the public by its authors and/or other third parties. Open source software 
is often made available under licenses, which impose certain obligations in the event we distribute derivative works of 
the open source software. These obligations may require us to make source code for the derivative works available to the 
public and/or license such derivative works on terms different from those customarily used to protect our intellectual 
property and we may incur additional costs to the extent we use open source software that is subject to licensing. With 
respect to our proprietary software, we generally license such software under terms that prohibit combining it with open 
source software. Despite these restrictions, parties may combine our proprietary software with open source software 
without our authorization, in which case we might nonetheless be required to release the source code of our proprietary 
software. Usage of open source software can lead to greater risks than the use of third party commercial software, as 
open source licensors generally do not provide warranties, controls on the origin or development of the software or 
remedies against the licensors. Many of the risks associated with open source software cannot be eliminated and could 
have a material adverse effect on our business, financial condition and results of operations. 

In addition, the rise of artificial intelligence and machine learning technologies may expose us to increasing risk 
with regard to both protecting of our intellectual property and defending against misappropriation claims. Such 
technologies are imperfect and the use of artificial intelligence or machine learning technologies by us, our customers or 
parties with whom we conduct business, and by unrelated third parties could inadvertently cause us to infringe upon 
other parties’ intellectual property ownership or rights, or could alternatively infringe upon our intellectual property 
rights. As a result, we may be subject to claims we have infringed upon, misappropriated or misused other parties’ 
intellectual property. We may also have to resort to litigation to enforce our intellectual property rights, either of which 
could result in substantial costs and diversion of our resources. 
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We may experience software defects, which could harm our business and reputation and expose us to potential 
liability. 

Our services are based on sophisticated software and computing systems, and the software underlying our 
services may contain undetected errors or defects when first introduced or when new versions are released. In addition, 
we may experience difficulties in installing or integrating our technology on systems used by our customers. Defects in 
our software, errors or delays in the processing of electronic transactions or other difficulties could result in the 
interruption of business operations, delays in market acceptance, additional development and remediation costs, 
diversion of technical and other resources, loss of customers, negative publicity or exposure to liability claims. 

Our ability to raise capital in the future may be limited, which could lead to delays in innovation and abandonment of 
our strategic initiatives. 

In the future, we may need to raise additional funds through the issuance of new equity securities, debt or a 
combination of both. The terms of our outstanding indebtedness and the low trading volume and fluctuating trading price 
of our common stock may adversely affect our ability to access capital markets and any such financing may not be 
available on favorable terms, or at all. If adequate funds are not available on acceptable terms, we may be unable to fund 
our capital requirements. We may be unable to access capital due to unfavorable market conditions or other market 
factors outside of our control, and we may not be able to raise additional capital when needed. Any failure to achieve 
adequate funding will delay our products and services innovation and development and could lead to abandonment of 
one or more of our strategic initiatives. Any of these events could materially harm our business, financial condition and 
prospects. 

We may become subject to additional tax collection obligations, claims for uncollected amounts, and assessments 
from unclaimed property audits, new U.S. tax legislation could expose us to additional liabilities and our income tax 
positions or unclaimed property practices may be challenged by relevant authorities, all of which could adversely 
affect our cash flows and financial results. 

Several states have adopted legislation requiring out-of-state sellers to collect and remit sales tax on sales 
transactions into those states where they have no physical presence. States seeking to expand applicability of sales tax 
“nexus” laws could result in additional tax expenses in the event we are unable to pass these expenses along to our 
customers and additional administrative burden to collect and remit sales tax in such jurisdictions.  

In addition, we are subject to U.S. federal and state income taxes. Our tax receivables may not be realized, and 
our tax expense and the tax positions included in our financial statements, which are subject to estimates, could be 
impacted by changes in rules or interpretations of existing tax laws and changes in U.S. federal and state tax legislation 
and tax rates. New legislation may be enacted which could increase income tax rates in jurisdictions where we operate or 
have nexus and materially impact our tax provision, cash tax liability and effective tax rate. Additionally, our income tax 
positions may be challenged by relevant tax authorities and we may not be successful in defending against any such 
challenge, which may adversely affect our future cash flows and financial results. 

We are also subject to unclaimed property (escheat) laws in various states which require us to turn over to 
certain government authorities the property of others held by us that has been unclaimed for a specified period of time. 
We are subject to audit by individual U.S. states with regard to our escheatment practices. Such audits may cause us to 
incur significant costs related to outside professional fees and divert management’s time away from business operations. 
Additionally, we may be subject to assessments, penalties or fines that could adversely affect our financial results. The 
legislation and regulations related to tax and unclaimed property matters tend to be complex and subject to varying 
interpretations by both government authorities and taxpayers.  

We may not be able to sell, exit or reconfigure businesses or facilities that we determine no longer meet with our 
strategy or that should be consolidated, and we may not be able to execute on an acquisition strategy or integrate 
acquisitions successfully. 

In executing our strategy, we have consolidated certain of our facilities and divested certain of our 
businesses. We will continue to evaluate such opportunities. Any such consolidation or divestiture could adversely affect 
our continuing business and expenses, revenues, results of operations, cash flows and financial position. 
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We may not be able to sell non-strategic businesses on terms that are acceptable to us, or at all. In addition, if 
the sale of any non-strategic business cannot be consummated or is not practical, alternative courses of action, including 
relocation of operations or closure, may not be available to us or may be more costly than anticipated. 

We intend to continue to seek additional acquisition opportunities to potentially expand into new markets and to 
enhance our position in existing markets. We cannot assure we will be able to successfully identify suitable acquisition 
opportunities, prevail against competing potential acquirers, negotiate appropriate acquisition terms, obtain financing 
that may be needed to consummate such acquisitions, complete proposed acquisitions, successfully integrate acquired 
businesses into our existing operations or expand into new markets. In addition, any acquisition, once successfully 
integrated, may not perform as planned, be accretive to earnings or prove to be beneficial to our operations and cash 
flow. 

Our long-lived assets represent a significant portion of our total assets, and we may never realize their full value. 

Our long-lived assets recorded as of December 31, 2023 include $63.1 million of plant, equipment, leasehold 
improvements and operating lease right-of-use assets, $14.1 million of net intangible assets, and $47.2 million of 
goodwill. 

We perform goodwill impairment testing on an annual basis as of October 1 of each year. Other long-lived 
assets, such as identifiable intangible assets and plant, equipment and leasehold improvements are reviewed for 
impairment whenever events, changes or circumstances indicate that the carrying amount of an asset or asset group may 
not be recoverable. If we were to conclude that a future write-down of our long-lived assets is necessary, we would have 
to record the appropriate charge, which could result in a material adverse effect on our results of operations. A 
write-down of our long-lived assets may result from, among other things, deterioration in our performance and a decline 
in expected future cash flows and could have a material adverse effect on our business, financial condition and results of 
operations. 

We rely on licensing arrangements in production and other fields, and actions taken by any of our licensing partners 
could have a material adverse effect on our business. 

Many of our products integrate third-party technologies that we license or otherwise obtain the right to use, 
including software relating to smart card operating systems used in products such as EMV cards. As part of our strategy, 
we have entered into licensing agreements with other leading industry participants that provide us with, among other 
benefits, access to technology owned by third parties. For example, we license card technology for use in certain of our 
products, including in EMV cards. This card technology provides a secure environment for applications on smart cards 
and other devices with limited memory and processing capabilities, and we rely on our commercial arrangements with 
the licensors of such technology for the continued use of these platforms. These licensors may not continue to renew 
their licenses with us on similar terms or at all, which could negatively impact our net sales. We have also entered into 
cross-licensing agreements with certain of our competitors that provide for an exchange of intellectual property, 
including the sharing of certain patent rights in our respective portfolios. We also may seek to enter into additional cross-
licensing arrangements with certain competitors as we pursue additional growth initiatives. If we are unable to enter into 
new cross-licensing agreements or continue to successfully renew existing cross-licensing agreements, we may lose our 
access to certain technologies that we rely upon to develop certain of our products and or be forced to cease or delay 
certain growth initiatives, which could have a material adverse effect on our business. 

  



27 

Risks Relating to our Industry 

We face competition that may result in a loss of our market share and/or a decline in our profitability. 

Our marketplace is highly competitive, relatively saturated and increasingly consolidated. We expect these 
market dynamics to continue for new product innovations, and as competitors develop lower-cost production processes, 
competitors consolidate and other competitors attempt to enter the markets in which we operate.  

Some of our competitors have larger global customer bases and significantly greater financial, sales and 
marketing, production, distribution, technical and other capabilities than we do. These competitors may be able to adapt 
more quickly to new technological requirements and changes in customer and/or regulatory requirements to leverage 
their scale to lower production costs and prices, and utilize their global footprint to win certain customers with card 
needs in multiple markets and by producing cards in lower cost geographies. In addition, some competitors are non-
public companies, and are therefore not subject to the public company requirements and related expenses that we are. 
We also face competition from newly established competitors, suppliers of products and customers who choose to 
develop their own products and services. 

Existing or new competitors may develop products, technologies or services that more effectively address our 
markets with enhanced features and functionality, greater levels of integration and/or lower cost. As the technological 
sophistication of our competitors and the size of the market increases, competing low-cost producers could emerge and 
grow stronger. These dynamics could result in declining average selling prices and reduced gross margins in our 
businesses. If we cannot sufficiently reduce our production costs or develop new products, technologies or services, we 
may not be able to compete successfully, and we may lose market share, which could have a material adverse effect on 
our business, financial condition and results of operations. 

Current and prospective regulations, changes in our product offerings and customer contractual requirements 
addressing consumer privacy and data use and security could increase our costs of operations, which could adversely 
affect our operations, results of operations and financial condition. 

In operating a Financial Payment Card business, we manage large amounts of personally identifiable 
information of cardholders, including cardholder names, account numbers, healthcare provider names and health savings 
account numbers, and similar information and are thus subject to laws and requirements relating to data privacy and 
security, which continue to evolve and may become increasingly difficult to comply with. For example, the California 
Consumer Privacy Act and the California Privacy Rights Act generally require companies like ours, which process 
consumer personal information on behalf of their customers, to use, retain or disclose consumer personal information 
solely for certain limited purposes, including to provide services to our customers according to the terms of our customer 
contracts. Other states have enacted similar data privacy laws and regulations and/or amended their existing data privacy 
laws and regulations. Furthermore, to the extent these laws apply to our customers, our customers have imposed, and 
may continue to impose additional, privacy related contractual obligations on us, adherence to which may require 
additional investment in resources and internal processes. Additionally, as we continue to innovate our products and 
services offerings, including potentially leveraging the use of artificial intelligence and machine learning capabilities, 
and expand into new lines of business, and as the number of jurisdictions enacting privacy and related laws increases and 
the scope of these laws and enforcement efforts expand, we have and may continue to become subject to additional data 
privacy and security legal requirements and regulations such as HIPAA. New products and services we develop may 
also require that we obtain and retain more personally identifiable information for a longer period of time than we have 
done historically. We have incurred significant expenses to meet the obligations of current privacy-related laws and 
requirements, and we expect to continue to incur these as well as additional expenses if we become subject to additional 
privacy-related laws and regulations, which will continue to necessitate us making changes to our internal processes, 
procedures and systems. Failure to comply with existing or future data privacy and security laws, regulations and 
requirements to which we are or become subject could result in fines, sanctions, penalties, civil lawsuits or other adverse 
consequences as well as loss of customer and consumer confidence, which could materially adversely affect our results 
of operations, overall business and reputation. The legal, political and business environments in these areas are rapidly 
changing, and subsequent legislation, regulation, litigation, court rulings or other events could expose the Company to 
increased program costs, liability and reputational damage. 
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New and developing technology solutions and products could make our existing technology solutions and products 
obsolete or irrelevant, and if we are unable to introduce new products and services in a timely manner, our business 
could be materially adversely affected. 

The markets for our products and services are subject to technological changes, frequent introductions of new 
products and services, evolving industry standards and changing customer preferences and demands. In particular, the 
rise in the adoption in digital payment systems or mobile payments may make physical cards less attractive as a method 
of payment. Certain merchants are also increasingly offering “buy now pay later” installment programs directly to 
consumers which may eliminate the use of a payment card to complete a transaction. Mobile payments, biometric 
payments and direct installment payment programs offer consumers an alternative method to make purchases without the 
need to carry a physical card and could, if widely adopted, reduce the number of Financial Payment Cards issued to 
consumers. In addition, other new and developing technology solutions and products, including artificial intelligence and 
machine learning capabilities, could make our existing technology solutions and products obsolete or irrelevant. 

Our ability to enhance our current products and services and to develop and introduce innovative products and 
services that address the increasingly sophisticated needs of our customers will significantly affect our future 
success. We may not be successful in developing, marketing or selling new products and services that meet these 
changing demands. In addition, we may experience difficulties that could delay or prevent the successful development, 
introduction or marketing of these services, or our new services and enhancements may not adequately meet the 
demands of the marketplace or achieve market acceptance. If we do not complete or gain market acceptance of new 
products, services and technologies, it would likely have a material adverse effect on our ability to retain existing 
customers or attract new ones. For example, one of our growth opportunities is the continued transition to dual-interface 
EMV cards by U.S. card issuing banks. Banks may be delayed in transitioning to the issuance of dual-interface EMV 
cards due to increased costs and other factors. If these entities do not deploy dual-interface EMV technology or do so 
less quickly and/or completely than we expect, our ability to grow could be affected which could have a material adverse 
effect on our business, financial condition and results of operations. 

Our ability to develop and deliver new products and services successfully will depend on various factors, 
including our ability to: 

• effectively identify and capitalize upon opportunities in new and emerging product markets; 
• invest resources in innovation and research and development; 
• complete and introduce new products and integrated services solutions in a timely manner; 
• license any required third-party technology or intellectual property rights; 
• qualify for and obtain required industry compliance for our products; 
• effectively manage the supply chain and related risks; 
• comply with applicable data protection regulations; and 
• retain and hire personnel experienced in developing new products and services. 

 
Additionally, opportunities to combine or package products and service offerings and the ability to cross-sell 

products and services are critical to remaining competitive in our industry. As a result, part of our business strategy is to 
develop new products and services that may be used in conjunction with or in addition to our existing offerings. If we 
are unable to identify adequate opportunities to cross-sell our products and services, this may have a material adverse 
effect on our business, financial condition and results of operations. 

Our failure to operate our business in accordance with the standards of the PCI Security Standards Council or other 
industry standards applicable to our customers, such as Payment Card Brands compliance standards, could have a 
material adverse effect on our business. 

Many of our customers issue their cards on the networks of the Payment Card Brands that are subject to the 
standards of the PCI Security Standards Council or other standards and criteria relating to service providers’ and 
producers’ facilities, products and physical and logical security which we must satisfy in order to be eligible to supply 
products and services to such customers. Most of our contractual arrangements with our customers may be terminated, or 
customers may cease doing business with us, if we fail to comply with these standards and criteria. 
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We make significant investments in our network of high-security facilities in order to meet these standards and 
criteria, including investments required to satisfy changes adopted from time to time in their respective standards and 
criteria. Further investments may be costly, and if we are unable to continue to meet these standards and criteria, we may 
become ineligible to provide products and services that have constituted in the past an important part of our revenue and 
profitability. For the year ended December 31, 2023, the vast majority of the products we produced and services we 
provided were subject to compliance with the standards of one or more of the Payment Card Brands. If we were to lose 
compliance with one or more of the standards of the Payment Card Brands or of the PCI Security Standards Council for 
one or more of our facilities, we may lose the ability to produce cards for or provide services to banks issuing credit or 
debit cards on the networks of the Payment Card Brands. Additionally, certain of our facilities operate under variances 
of certain of these standards. If such variances are not granted in the future or if we are required to move or alter a 
facility in order to maintain compliance, we may incur significant costs and delays, or may lose our ability to offer 
services in that facility, which would be disruptive to our business and have an adverse effect on our customer 
relationships and financial results. If, as a result of noncompliance with standards of the PCI Security Standards Council 
or other standards of the Payment Card Brands, we are not able to produce cards for or provide services to any or all of 
the issuers issuing debit or credit cards on such networks, we could lose a substantial number of our customers, which 
could have a material adverse effect on our business, financial condition and results of operations. 

Delays or interruptions in our ability to source raw materials and components used in our products from foreign 
countries, as well as trade restrictions on goods imported into the United States, could materially harm our business, 
financial condition and results of operations. 

Most of our microchips, as well as certain other raw materials used in our products, are imported from suppliers 
located outside of the United States. We have experienced and may in the future experience delays and interruptions in 
our ability to obtain materials imported into the United States due to global economic downturns and trade disruptions, 
including related to global health crises. We may also experience such delays and interruptions in our supply chain due 
to political instability, civil unrest or war in countries from which we directly or indirectly source raw materials and 
components used in our products. Additionally, the U.S. government has imposed tariffs on imports from certain 
countries, including countries in which our suppliers are located, and may impose further tariffs and/or trade 
restrictions. The future status of certain existing international trade agreements to which the United States is party is also 
uncertain, and such trade agreements could be terminated or replaced. Any of these factors could depress economic 
activity, restrict our access to suppliers and have a material adverse effect on our business, financial condition and results 
of operations. 

Existing tariffs are also subject to a number of uncertainties as they are implemented, including future 
adjustments and changes to the products covered by additional tariffs and to the countries included or excluded from 
such tariffs. Changes in U.S. trade policy have resulted in one or more foreign governments, including China, adopting 
responsive trade policies that make it more difficult or costly for us to import our products, or to purchase products 
which include components, from those countries. Additional trade restrictions may lead to increased prices to our 
customers, which may reduce demand, or, if we are unable to achieve increased prices, result in lowering our margin on 
products sold and adversely affecting on our business, financial condition and results of operations. 

 
We cannot predict the extent to which the U.S. or other countries will impose quotas, duties, tariffs, taxes or 

other similar restrictions on the import or export of goods in the future, nor can we predict future trade policy or the 
terms of any renegotiated trade agreements and their impact on our business. The adoption and expansion of trade 
restrictions, the occurrence of a trade war, or other governmental action related to tariffs or trade agreements or policies 
has the potential to adversely impact demand for our products, our costs, our customers, our suppliers and the U.S. 
economy, which in turn could have a material adverse effect on our business, financial condition and results of 
operations. 

Prolonged military action in foreign conflicts has impacted and may continue to have adverse effects on the global 
economy, and such effects could materially adversely affect our business, operations, operating results and financial 
condition. 

In early 2022, Russian forces launched significant military action against Ukraine, and the region has since 
experienced sustained conflict and disruption, which may continue in 2023 and beyond. Governments in the United 
States, United Kingdom and European Union have each imposed export controls on certain products and financial and 
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economic sanctions on certain industry sectors and parties in Russia. Additionally, conflicts have developed recently in 
the Middle East. These actions and conflicts have not had a material impact on the Company's financial condition or 
results of operations; however, the continuation or escalation of geopolitical tensions or military action related to the 
conflict and the imposition of additional economic sanctions could continue to adversely affect the global economy and 
financial markets, disrupt trade and accelerate inflationary pressures, among other things, which could negatively affect 
the demand for our products and further intensify problems in the global supply chain. Although we do not have any 
operations in the affected areas, we believe we have experienced shortages in raw materials and increased costs for 
transportation and energy due in part to the negative impact of the foreign military conflicts on the global economy, 
which impacts may persist or worsen as these conflicts continue or escalate. Such conflicts also increase the risk of 
retaliatory acts impacting U.S. companies, which may include disruptions to our or our customers’ or suppliers’ 
technology infrastructure, including through cyberattack, ransom attack or cyber-intrusion. The extent and duration of 
any military action, sanctions and resulting market and economic disruptions are impossible to predict but could be 
substantial. 

Environmental, health and safety laws and regulations, including climate change regulations, expose us to liability 
and any such liability may have a material adverse effect on our business. 

We are subject to environmental, health and safety laws and regulations in each jurisdiction in which we 
operate. Such regulations govern, among other things, emissions of pollutants into the air, wastewater discharges, waste 
disposal, the investigation and remediation of soil and groundwater contamination, and the health and safety of our 
employees. For example, the handling of certain materials and equipment we use in our production processes is subject 
to health and safety and environmental laws and regulations. We are also required to obtain environmental permits from 
governmental authorities for certain of our operations. If we violate or fail to comply with these laws, regulations or 
permits, we could be fined or otherwise sanctioned by regulators. 

As with other companies engaged in similar activities or that own or lease real property, we face inherent risks 
of environmental liability at our current and historical production facilities. Certain environmental laws impose strict 
and, in certain circumstances, joint and several liabilities on current or previous owners or operators of real property for 
the cost of the investigation, removal or remediation of hazardous substances as well as liability for related damages to 
natural resources. In addition, we may discover new facts or conditions that may change our expectations or be faced 
with changes in environmental laws or their enforcement that would increase our liabilities. Furthermore, our costs of 
complying with current and future environmental and health and safety laws, or our liabilities arising from past or future 
releases of, or exposure to, regulated materials, may have a material adverse effect on our business, financial condition 
and results of operations. 

The increasing concern over climate change has resulted in a broad range of proposed and promulgated federal, 
state and local regulations aimed at mitigating the effects of climate change, including regulating emission of carbon 
dioxide, methane and other GHG emissions, mandating recycling of plastic materials, imposing energy or carbon or 
other waste taxes and effectuating other governmental charges and mandates. Because we use materials in many of our 
products and engage in production processes that may be the subject of certain of these regulations, if enacted, such 
regulations could result in additional costs and adverse effects on our business in the form of (i) additional taxes, 
(ii) potential fines for noncompliance, (iii) restrictions on output, (iv) additional expenditures to either purchase new, or 
modify existing, equipment or processes, (v) required acquisition or trading of emission allowances and/or (vi) increased 
costs in the price of energy and/or in procuring alternative or additional raw materials from our suppliers.  

Climate change regulation continues to evolve, and while it is not possible to accurately estimate either a 
timetable for implementation or our future compliance costs relating to implementation, such regulation could have a 
material adverse effect on our business, results of operations, financial position, capital expenditures and reputation. 

These developments and further legislation that is likely to be enacted could negatively affect our 
operations. Changes in health and safety or environmental regulations could increase our production costs, which could 
have a material adverse effect on our business, financial condition and results of operations. 
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Risks Relating to Ownership of our Common Stock 

Our majority stockholders have the ability to control significant corporate activities, which may result in the 
Company taking actions that other stockholders did not approve, and their ownership of a significant percentage of 
our outstanding common stock may adversely impact the liquidity and trading price of our stock. 

Tricor Pacific Capital Partners (Fund IV), Limited Partnership and Tricor Pacific Capital Partners (Fund 
IV) US, Limited Partnership (collectively, the “Tricor Funds”), affiliated with Parallel49 Equity (formerly known as 
Tricor Pacific Capital), own approximately 57% of our common stock, in the aggregate, as of December 31, 
2023. Continuation of this concentrated ownership could result in a limited number of shares being available to be traded 
in the market, resulting in reduced liquidity. Additionally, the price of our common stock has experienced volatility due 
to the limited number of shares available to trade on the open market. 

Also, as a result of their ownership, the Tricor Funds, so long as they collectively hold a majority of our 
outstanding shares, will have the ability to control the outcome of matters submitted to a vote of all stockholders and, 
through our board of directors, the ability to control decision-making with respect to our business direction and 
policies. Matters over which the Tricor Funds, directly or indirectly, exercise control include: 

• election of directors; 
• mergers and other business combination transactions, including proposed transactions that would result in our 

stockholders receiving a premium price for their shares; 
• other acquisitions or dispositions of businesses or assets; 
• incurrence of indebtedness and the issuance of equity securities; 
• repurchases of stock and payment of dividends; and 
• the issuance of shares to management under our incentive plans and other executive compensation matters. 

 
The shares of our common stock held by the Tricor Funds are registered for resale, which means that they may 

be offered and sold to the public now or in the future without regard to the volume limitations under Rule 144 of the 
Securities Act. If and when some or all of these shares are sold by the Tricor Funds or the participants in their funds, 
either through sale on the open market, through privately negotiated transactions or through a distribution to the 
participants in their funds, or if it is perceived that they will be sold, the market price of our common stock could 
decline. 

 
Conflicts of interest may arise because directors who are principals of or who were nominated by our majority 
stockholders serve on our board of directors. 

Nicholas Peters, who is an officer of Parallel49 Equity (and its predecessor), serves on our board of 
directors. H. Sanford Riley was nominated to serve on our board of directors by the Tricor Funds, our majority 
stockholders pursuant to the Director Nomination Agreement (defined below). The Tricor Funds are funds controlled by 
Parallel49 Equity and its affiliates. Parallel49 Equity and entities controlled by it may in the future hold equity interests 
in entities that directly or indirectly compete with us, and companies in which it currently invests may begin directly or 
indirectly competing with us. As a result of these relationships, when conflicts between the interests of Parallel49 
Equity, on the one hand, and of our other stockholders, on the other hand, arise, such directors may not be 
disinterested. Although our directors and officers have a duty of loyalty to the Company under Delaware law and our 
certificate of incorporation, transactions that we enter into in which a director or officer has a conflict of interest are 
generally permissible so long as (1) the material facts relating to the director’s or officer’s relationship or interest as to 
the transaction are disclosed to our board of directors and a majority of our disinterested directors approves the 
transaction, (2) the material facts relating to the director’s or officer’s relationship or interest as to the transaction are 
disclosed to our stockholders and a majority of our disinterested stockholders approve the transaction or (3) the 
transaction is otherwise fair to us. Our certificate of incorporation also provides that any principal, officer, member, 
manager and/or employee of Parallel49 Equity or any entity that controls, is controlled by or under common control with 
Parallel49 Equity (other than any company that is controlled by us) or any investment funds managed by Parallel49 
Equity will not be required to offer any transaction opportunity of which such person becomes aware to us and could 
take any such opportunity for himself, herself or itself or offer such opportunity to other companies in which such person 
has an investment, unless such opportunity is offered to such person solely in his, her or its capacity as one of our 
directors. 
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Securities analysts may not publish favorable research or reports about our business or may publish no information 
at all, which could cause our stock price or trading volume to decline. 

The trading market for our common stock could be influenced to some extent by the research and reports that 
industry or financial analysts publish about the Company and our business. We do not control these analysts. 
Historically, we have not attracted substantial research coverage, and the analysts who publish information about our 
common stock may have relatively little experience with us, which could affect their ability to accurately forecast our 
results and could make it more likely that we fail to meet their estimates. In the event we obtain additional securities or 
industry analyst coverage, if any of the analysts who cover us provide inaccurate or unfavorable research or issue an 
adverse opinion regarding our stock price, our stock price could decline. If one or more of these analysts cease coverage 
of us or fail to publish reports covering us regularly, we could lose visibility in the market, which in turn could cause our 
stock price or trading volume to decline. 

If we fail to meet the continued listing standards of the Nasdaq Global Market, our common stock may be delisted, 
which may adversely affect the market price and liquidity of our common stock. 

Our common stock is currently traded on the Nasdaq Global Market. In order to maintain our listing on Nasdaq, 
we must maintain certain financial and share distribution targets, including maintaining a minimum number of public 
stockholders, a minimum number of publicly held shares, a minimum market value of publicly held shares and a 
minimum bid price, in addition to meeting certain corporate governance requirements. We may not be able to maintain 
compliance with the requirements for continued listing of our common stock on Nasdaq. If our common stock is delisted 
and we are unable to list our common stock on another U.S. national securities exchange, we expect our securities would 
be quoted on an over-the-counter market. Any delisting from Nasdaq could result in significant material adverse 
consequences for our stockholders, including limited availability of market quotations for our common stock and 
reduced liquidity for the trading of our securities. Other consequences could include a loss of confidence by investors, 
customers, suppliers and employees, and an adverse effect on our ability to obtain financing to continue operations. 

Our business and operations could be negatively affected by stockholder activism and securities litigation. 

Stockholder activism, which could take many forms or arise in a variety of situations, has become increasingly 
prevalent in recent years. Previously, a stockholder in the Company publicly expressed criticism regarding the 
Company’s strategic direction, capital allocation priorities and corporate governance in connection with an attempt to 
nominate a director candidate at our 2023 annual meeting of stockholders. We could also face similar criticism from 
others, as well as criticism for risks associated with Parallel49 Equity’s controlling ownership interest in the Company. 
We could become more prone to stockholder activist demands in the event Parallel49 Equity reduces its ownership in the 
Company. Additionally, we have in the past been subject to securities litigation following volatility in the price of our 
common stock, and may again be subject to securities litigation, including as a result of the volatility in the price of our 
common stock, related to stockholder activism, or otherwise.  

Stockholder activism, including potential proxy contests and advance stockholder proposals, and securities 
litigation could result in substantial costs and divert management’s and our board of directors’ attention and resources 
from our business. Additionally, stockholder activism or securities litigation could give rise to perceived uncertainties as 
to our future, adversely affect our relationships with customers and make it more difficult to attract and retain qualified 
personnel. These matters could also hinder the execution of our business and growth strategies or constrain our capital 
deployment opportunities. Further, the price of our common stock could be subject to significant fluctuation or otherwise 
be adversely affected. Any adverse determination in litigation could also subject us to significant liabilities.  

We cannot guarantee that our share repurchase program will be fully implemented or that it will enhance long-
term stockholder value. 

In November 2023, our board of directors approved a share repurchase program authorizing the repurchase of up 
to $20 million of our common stock through December 31, 2024. We are not obligated to repurchase a specified number 
or dollar value of shares on any particular timetable or at all. We may not repurchase stock at favorable prices. The share 
repurchase program could affect the price of our common stock, increase volatility, reduce the market liquidity for our 
shares and diminish our cash reserves. The repurchase program may be suspended or terminated at any time and, even if 
fully implemented, may not enhance long-term stockholder value. 
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Certain provisions of our organizational documents and other contractual provisions may make it difficult for 
stockholders to change the composition of our board of directors and may discourage hostile takeover attempts that 
some of our stockholders may consider to be beneficial. 

Certain provisions of our amended and restated certificate of incorporation and bylaws may have the effect of 
delaying or preventing changes in control if our board of directors determines that such changes in control are not in the 
best interests of us and our stockholders. The provisions in our amended and restated certificate of incorporation and 
bylaws include, among other things, the following: 
 

• the ability of our board of directors to issue shares of preferred stock and to determine the price and other terms, 
including preferences and voting rights, of those shares without stockholder approval; 

• following the time that the Tricor Funds and their affiliates cease to beneficially own a majority of our common 
stock, stockholder action may only be taken at a special or regular meeting and not by written consent, and 
special meetings may only be called by a majority of the total number of directors that we would have if there 
were no vacancies on our board of directors; 

• advance notice procedures and information and disclosure requirements for nominating candidates to our board 
of directors or presenting matters at stockholder meetings; and 

• allowing only our board of directors to fill vacancies on our board of directors. 
 

We have entered into a director nomination agreement (the “Director Nomination Agreement”) with the Tricor 
Funds that provides the Tricor Funds the right to designate nominees for election to our board of directors for so long as 
the Tricor Funds collectively beneficially own 5% or more of the total number of shares of our common stock then 
outstanding. The number of nominees that the Tricor Funds are entitled to designate under the Director Nomination 
Agreement bears the same proportion to the total number of members of our board of directors as the number of shares 
of common stock beneficially owned by the Tricor Funds bears to the total number of shares of common stock 
outstanding, rounded up to the nearest whole number. In addition, the Tricor Funds are entitled to designate the 
replacement for any of its board designees whose board service terminates prior to the end of such designee’s term 
regardless of the Tricor Funds’ beneficial ownership at such time. The Tricor Funds also have the right to have their 
designees participate on committees of our board of directors, subject to compliance with applicable law and stock 
exchange rules. The Director Nomination Agreement will terminate when the Tricor Funds collectively own less than 
5% of our outstanding common stock. 

We have elected in our certificate of incorporation not to be subject to Section 203 of the Delaware General 
Corporation Law, an anti-takeover law. In general, Section 203 prohibits a publicly held Delaware corporation from 
engaging in a business combination, such as a merger, with a person or group owning 15% or more of the corporation’s 
voting stock for a period of three years following the date the person became an interested stockholder, unless (with 
certain exceptions) the business combination or the transaction in which the person became an interested stockholder is 
approved in a prescribed manner. Accordingly, we will not be subject to any anti-takeover effects of 
Section 203. However, our certificate of incorporation contains provisions that have the same effect as Section 203, 
except that they provide that the Tricor Funds, their affiliates (including any investment funds managed by Tricor) and 
any person that becomes an interested stockholder as a result of a transfer of 5% or more of our voting stock by the 
forgoing persons to such person are excluded from the “interested stockholder” definition in our certificate of 
incorporation and are therefore not subject to the restrictions set forth therein that have the same effect as Section 203.  

While these provisions have the effect of encouraging persons seeking to acquire control of the Company to 
negotiate with our board of directors, they could enable the board of directors to hinder or frustrate a transaction that 
some, or a majority, of our stockholders might believe to be in their best interests and, in that case, may prevent or 
discourage attempts to remove and replace incumbent directors. In addition, the potential issuance of preferred stock 
may delay or prevent a change in control of us or discourage bids for our common stock at a premium over the market 
price. It may also adversely affect the market price and the voting and other rights of the holders of our common stock as 
it could be issued with voting, liquidation, dividend and other rights superior to the rights of our common stock. 

In addition, these provisions may frustrate or prevent any attempts by our stockholders to replace or remove our 
current management by making it more difficult for stockholders to replace members of our board of directors, which is 
responsible for appointing the members of our management. 
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General Risk Factors 

We are required to comply with complex laws and regulations in the United States and other countries and are 
exposed to business risks associated with our international business. 

We are subject to numerous evolving and complex laws and regulations which apply, among other things, to 
financial reporting standards, corporate governance, data privacy, tax, unclaimed property, trade regulations, 
environmental regulations and permit requirements, export controls, competitive practices, and labor and health and 
safety laws and regulations in each jurisdiction in which we operate. Though we currently have limited international 
operations, the expansion thereof in the future may increasingly expose us to risks associated with international business 
operations, including political instability (e.g., the threat of or actual war, terrorist attacks or civil unrest), inconsistent 
regulations across jurisdictions, unanticipated changes in the regulatory environment, and import and export 
restrictions. Any of these events may affect our employees, reputation, business or financial results as well as our ability 
to meet our objectives. 

We may not be in full compliance at all times with the laws and regulations to which we are subject and we 
may not have obtained the permits, authorizations or licenses that we need. Any failure to comply with applicable laws 
or regulations could result in fines or sanctions. In such a case, or if any of these international business risks were to 
materialize, there could be a material adverse effect on our business, financial condition and results of operations. 

Our business and financial results may be materially adversely affected by various legal and regulatory proceedings. 

We are subject to legal proceedings, lawsuits and other claims in the normal course of business and could 
become subject to additional claims in the future, some of which could be material. A future adverse ruling, settlement 
or unfavorable development could result in charges that could have a material adverse effect on our business, operating 
results or financial condition. In addition, litigation can be costly, and the expenses and damages arising from any 
liability could harm our business. Furthermore, our insurance may not be adequate to cover claims against us or any 
liability that may be imposed on us. 

Item 1B. Unresolved Staff Comments 
 

None. 
 
Item 1C. Cybersecurity 
 

Cyber threat actors and the types of threats posed are becoming more sophisticated and effective and are 
increasingly targeting commercial companies. In an attempt to mitigate these cyber threats to our business, we take a 
comprehensive approach to cybersecurity risk management and make securing the data, customers and other 
stakeholders entrust to us, a top priority. The board of directors and our management are actively involved in the 
oversight of our risk management program, which includes cybersecurity. We have established policies, standards, 
processes and practices for assessing, identifying and managing material risks from cybersecurity threats. There may be 
instances where our policies and procedures are not properly followed or where such policies and procedures prove to be 
ineffective. As of the date hereof, we are not aware of any material risk from cybersecurity threats that has materially 
affected the Company, including our business strategy, results of operations or financial condition.  We can provide no 
assurance that there will not be incidents in the future or that such incidents will not materially affect us, including our 
business strategy, results of operations, or financial condition. For more information regarding risks related to system 
security risks, data protection breaches and cyber-attacks, see the risk factor entitled “System security risks, data 
protection breaches, and cyber-attacks could compromise our proprietary information, impair customer and vendor 
relationships, disrupt our internal operations, harm perception of our products and expose us to litigation and/or 
regulatory penalties, which could have a material adverse effect on our business and our reputation” included as part of 
our risk factor disclosures at Item 1A of this Annual Report on Form 10-K. 

Risk Management and Strategy  

Our policies and processes for assessing, identifying and managing material risks from cybersecurity threats are 
integrated into our overall risk management program and are based on the frameworks established by the National 
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Institute of Standards and Technology (“NIST”) and other applicable industry standards. Our cybersecurity program in 
particular focuses on the following key areas: 

Collaboration 

We work to identify and address our cybersecurity risks through a comprehensive, cross-functional approach. 
Key security, risk and compliance stakeholders meet regularly to develop strategies for preserving the confidentiality, 
integrity and availability of Company and customer information, identifying, preventing and mitigating cybersecurity 
threats and effectively responding to cybersecurity incidents. We maintain controls and procedures that are designed to 
encourage prompt escalation of certain cybersecurity incidents so that decisions regarding customer disclosure, public 
disclosure and reporting of such incidents can be made by management and the board of directors in a timely manner. 

Risk Assessment 

Annually, the Security Committee (defined below) conducts a cybersecurity risk assessment that takes into 
account information from internal stakeholders, known information security vulnerabilities and information from 
external sources (e.g., reported security incidents that have impacted other companies, industry trends and evaluations by 
third parties and consultants). The results of the assessment are used to drive alignment on, and prioritization of, 
initiatives to enhance our security controls, make recommendations to improve processes and inform a broader 
enterprise-level risk assessment that is analyzed by the Security Committee and presented to the board of directors, 
Audit Committee and members of management. 

Technical Safeguards 

The Company’s cybersecurity program evaluates new threats to learn new attacker techniques, adopt defenses 
and implement new safeguards to protect our information systems from cybersecurity threats. These safeguards are 
evaluated and improved based on vulnerability assessments, cybersecurity threat intelligence and incident response 
experience. Independent assessments of the safeguards by external third-party consultants, which also include the 
detection of threats, are evaluated and improvements to systems are incorporated. 

Incident Response and Recovery Planning 

In an effort to effectively respond to a security event, we follow a comprehensive cybersecurity incident 
response plan. We regularly review, test and evaluate the plan for effectiveness. 

Third-Party Risk Management 

We have implemented controls designed to identify and mitigate cybersecurity threats associated with our use 
of third-party service providers. Such providers are subject to security risk assessments at the time of onboarding, 
contract renewal and upon detection of an increase in risk profile. We use a variety of inputs in such risk assessments, 
including information supplied by providers and third parties. In addition, we require our providers to meet appropriate 
security requirements, controls and responsibilities and investigate security incidents that have impacted our third-party 
providers, as appropriate. 

Education and Awareness 

Our Company policies require our employees to assist in the protection of our customers’ data. We have 
various training programs, conducted frequently, designed to heighten employees' awareness of current threats, educate 
them on effective mitigations and reinforce the importance of handling and safeguarding customer and employee data in 
accordance with our established security protocols. To evaluate the effectiveness of these training programs and monitor 
the effectiveness of our security controls, we have implemented mock testing practices. Annual incident response 
training is conducted for administrative personnel that would be expected to be involved with, and respond to, a security 
incident. 
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External Assessments 

Our cybersecurity policies, standards, processes and practices are regularly assessed by consultants and external 
auditors. These assessments include a variety of activities including information security maturity assessments, audits 
and independent reviews of our information security control environment and operating effectiveness. We conduct 
regular independent cyber audits to assess our controls and alignment against the NIST Cybersecurity Framework, 
compromise assessments to baseline and assess if a current or past compromise had occurred within our infrastructure, 
and maintain industry certifications and attestations that demonstrate our dedication to protecting customer data. The 
results of significant assessments are reported to management, the board of directors and Audit Committee. 
Cybersecurity processes are adjusted based on the information provided from these assessments. 

Governance 

Board Oversight 

The board of directors, in coordination with the Audit Committee, oversees our management of cybersecurity 
risk. They receive regular reports from management about the prevention, detection, mitigation and remediation of 
cybersecurity incidents, including material security risks and information security vulnerabilities. Our Audit Committee, 
as part of its risk oversight function, is responsible for overseeing our cybersecurity program. The Audit Committee 
receives regular updates from management on cybersecurity risk resulting from risk assessments, progress of risk 
reduction initiatives, external auditor feedback, control maturity assessments and relevant internal and industry 
cybersecurity incidents. 

Management’s Role 

Our chief information security officer (“CISO”), chief technology officer (“CTO”), Chief Legal and 
Compliance Officer (“CLCO”) and Director Information and Cybersecurity (“DC”) have primary responsibility for 
assessing and managing material cybersecurity risks and are members of an internal committee that reviews issues and 
initiatives related to data security and privacy (the “Security Committee”), which drives alignment on security decisions 
across the Company. The CISO has over 20 years of experience in various roles related to information security and 
related technology, including roles specific to managing security requirements related to organizations operating in the 
payment card industry. The CTO and DC also each have over 20 years of experience serving in various roles in 
information technology fields; the CTO has been with the Company since 2014 and the DC previously served as the 
Chief Information Security Officer at an IT services and consulting company. The CLCO has over 10 years of 
experience managing risks, including risks arising from cybersecurity threats, at publicly traded companies. The Security 
Committee meets at least quarterly to review security performance metrics, identify security risks and assess the status of 
approved security enhancements. The Security Committee also considers and makes recommendations to the Audit 
Committee on security policies and procedures, security service requirements and risk mitigation strategies. 

Item 2. Properties 
 
Information regarding each of our facilities, which may include multiple leases at each location, is set forth 

below. 
 
      

    Square  Owned/ 
Location     Operations      Footage     Leased 

Littleton, Colorado . . . . . . . . . . . .    Financial Payment Card production, corporate facility    65,000  Leased
Roseville, Minnesota . . . . . . . . . . .  

  
Financial Payment Card production, card personalization 
services, card packaging services, fulfillment   

 
227,000  Leased

Fort Wayne, Indiana . . . . . . . . . . .    Financial Payment Card production    45,000  Leased
Nashville, Tennessee . . . . . . . . . . .  

  
Financial Payment Card personalization services, instant 
issuance, fulfillment    65,000  Leased

 
Item 3. Legal Proceedings 

Smart Packaging Solutions SA v. CPI Card Group Inc. 
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On April 20, 2021, Smart Packaging Solutions, SA (“SPS”) filed a patent infringement lawsuit against the 
Company in the United States District Court for the District of Delaware seeking an unspecified amount of damages and 
equitable relief. In the complaint, SPS alleges that the Company infringed four patents that SPS has exclusively licensed 
from Feinics AmaTech Teoranta. The patents all relate to antenna technology. SPS alleges that the Company 
incorporates the patented technology into its products that use contactless communication. The Company does not 
produce antennas; it purchases certain antenna-related components from SPS and a number of other suppliers. The 
Company’s motion to dismiss the complaint is currently pending. Additionally, a third party, Infineon, filed requests for 
Inter Parties Review (“IPR”) proceedings concerning each of the four patents. As a result, the Delaware District Court 
stayed the case pending resolution of the requests for review. The United States Patent Office has instituted proceedings 
with respect to all of the IPR requests; three of the patents have been invalidated in the IPR proceedings and one remains 
under review. The patent owner, Feinics AmaTech Teoranta, initially appealed the invalidation of the three patents and 
subsequently elected to dismiss those appeals. Should the remaining patent survive review by the United States Patent 
Office, the Company intends to defend the suit vigorously. However, no assurance can be given that this matter will be 
resolved favorably. 

In addition to the matter described above, the Company may be subject to routine legal proceedings in the 
ordinary course of business. The Company believes that the ultimate resolution of any such matters will not have a 
material adverse effect on its business, financial condition or results of operations. 

Item 4. Mine Safety Disclosures 
 

Not applicable.  
 

PART II 

Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters, and Issuer Purchases of Equity 
Securities 

Market  

Our common stock trades on the Nasdaq Global Market under the symbol “PMTS”.  

Holders 

There were twenty-three stockholders of record as of February 29, 2024. This figure does not include an 
estimate of the indeterminate number of beneficial holders whose shares may be held of record by brokerage firms and 
clearing agencies. 

Dividends 

We do not currently expect that any cash or other dividends will be paid to holders of our common stock in the 
near future. Any future cash dividend or other dividend declarations are subject to the determination of the Company’s 
board of directors.  

Repurchases 

On November 2, 2023, the Company's board of directors approved a share repurchase plan authorizing the 
Company to repurchase up to $20.0 million of the Company's common stock, par value $0.001 per share. This 
authorization expires on December 31, 2024. Under the share repurchase plan, the Company may purchase shares 
through privately negotiated transactions or through open market purchases, including through plans complying with 
Rule 10b5-1 under the Exchange Act. The extent and timing of repurchases will depend upon a variety of factors, 
including market conditions, regulatory requirements and other corporate considerations, as determined by the 
Company. 
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On December 6, 2023, the Company entered into a Stock Repurchase Agreement with Tricor Pacific Capital 
Partners (Fund IV) US, LP (“Parallel49”), which is one of the Company’s majority stockholders. Pursuant to this 
agreement, the Company has agreed to purchase from Parallel49, and Parallel49 has agreed to sell to the Company, three 
times the number of shares of the Company’s common stock acquired by the Company in the open market from time to 
time from non-Parallel49 holders during the period commencing from the date of this agreement and ending on 
March 31, 2024, up to a maximum of 325,000 shares.  Such open market purchases will be made pursuant to the 
Company’s stock repurchase plan. The repurchase price for any shares acquired by the Company from Parallel49 
pursuant to this agreement will be 98% of the volume weighted average purchase price paid by the Company for all 
other shares acquired by the Company in the open market during such period. The repurchase from Parallel49 will take 
place in early April 2024 and will be part of the share repurchase plan authorization levels. In the event that the 
Company enters into any other privately negotiated repurchase transaction prior to March 31, 2024, the Agreement also 
gives Parallel49 the option to sell to the Company a number of shares equal to three times the number of shares acquired 
by the Company in such privately negotiated repurchase transaction, at the same price. The Company may enter into 
similar arrangements with Parallel49 in the future.  

 
The following table sets forth share repurchases for each of the three months of the quarter ended December 31, 

2023: 
 
        

Period      
Total Number of  
Shares Purchased 

Average Price  
Paid per Share 

Total Number of Shares 
Purchased as Part of 

Publicly Announced Plans 
or Programs (a)      

Approximate Dollar  
 Value of Shares that  

 May Yet Be Purchased 
 Under the Plans or  

 Programs (in thousands) 
(b) 

October 1 - 31 . . . . . .    — $ — — $ —
November 1 - 30 . . . .    — $ — — $ —
December 1 - 31 . . . .    13,180 $ 18.93 13,180 $ 19,017
Total . . . . . . . . . . . . . .     13,180  $ 18.93 13,180    
 
(a) Reflects shares repurchased and retired under the 2023 repurchase authorization.  
(b) Reflects the $20.0 million repurchase authorization less completed open market purchases and $0.7 million owed to Parallel49, in accordance with 
the Stock Repurchase Agreement entered into on December 6, 2023. 

 
Item 6. 

[Reserved] 

Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 

You should read the following discussion in conjunction with the consolidated financial statements and the 
notes to those statements included elsewhere in this Annual Report on Form 10-K. This discussion and analysis contains 
forward-looking statements that involve risks, uncertainties and assumptions. Our actual results may differ materially 
from those anticipated in these forward-looking statements as a result of certain factors, some of which are not within 
our control. See "Risk Factors" and “Cautionary Statement Regarding Forward-Looking Statements.”  

Company Overview  

We are a payments technology company and leading provider of comprehensive Financial Payment Card 
solutions in the United States. We define “Financial Payment Cards” as credit, debit and Prepaid Debit Cards (as defined 
below) issued on the networks of the “Payment Card Brands” (Visa, Mastercard®, American Express® and Discover®). 
We define “Prepaid Debit Cards” as debit cards issued on the networks of the Payment Card Brands, but not linked to a 
traditional bank account. We also offer an instant card issuance solution, which provides customers the ability to issue a 
personalized debit or credit card within the bank branch to individual cardholders. We have established a leading 
position in the Financial Payment Card solutions market through more than 20 years of experience. 

 
We serve a diverse set of several thousand customers which includes direct customers and indirect customer 

relationships whereby CPI provides Financial Payment Card solutions to a customer through a Group Service Provider 
(as defined below). Our customers include some of the largest issuers of debit and credit cards in the United States, the
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largest Prepaid Debit Card program managers in the United States, numerous financial technology companies 
(“fintechs”), as well as independent community banks, credit unions and Group Service Providers. We define “Group 
Service Providers” as reseller or card processor organizations that assist small card issuers, such as credit unions, with 
managing their credit and debit card programs, including managing the Financial Payment Card issuance process, core 
banking operations and other financial services. 
 

We serve our customers through a network of high-security production and card services facilities in the United 
States, each of which is audited for compliance with the standards of the Payment Card Industry Security Standards 
Council (the “PCI Security Standards Council”) by one or more of the Payment Card Brands. Many of our customers 
require us to comply with PCI Security Standards Council requirements that relate to the provision of our products and 
services. Our network of high-security production facilities allows us to optimize our solutions offerings and to serve the 
needs of our diverse customer base. 

 
Driven by a combination of our strong relationships, quality, technology, and innovation, we believe we have 

strong positions in the following markets: 

• the U.S. prepaid debit market, including the largest U.S. Prepaid Debit Card program managers; 

• the U.S. small to mid-sized financial institutions market, which includes independent community banks and 
credit unions; 

• the U.S. large issuer market, serving some of the largest U.S. debit and credit card issuers; and 

• the U.S. fintech market, where we produce and personalize Financial Payment Cards for financial 
technology companies. 

Trends and Key Factors Affecting our Financial Performance 
 

We believe the following key factors may have a meaningful impact on our business performance and may 
negatively influence our financial and operating results: 

 
We believe some customers have reduced demand for our products and services and we may experience 

reduced demand from customers in the future due to the following: 
 

• Some large banks point toward the possibility that the U.S. economy may experience an economic 
slowdown in the near future, which we believe has caused, and may continue to cause, some of our 
customers, particularly in the banking and financial services industry, to have concerns about the broader 
economic environment and therefore reduce overall spending, delay spending into future periods, or 
request pricing concessions, including on card programs or other products and services we offer. 

 
• Some of our customers have anticipated supply-chain-related delays and have correspondingly increased 

their own inventory of the Company’s products on hand during 2022. As supply-chain lead times have 
improved and given the economic concerns noted above, we believe some customers have become and 
continue to remain more focused on reducing their inventory levels. 

 
• Certain banks have experienced negative liquidity events, including takeover by industry regulators and 

deposit outflows, which have had the effect of deteriorating share prices and limiting access to capital, 
leading to cautionary signals and uncertainty in the financial services industry. Following these events, we 
experienced reduced demand in the Debit and Credit segment. 
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Segment Overview 

Our business consists of the following reportable segments: 

• Debit and Credit; 
• Prepaid Debit; and 
• Other. 

 
Debit and Credit Segment 

Our Debit and Credit segment primarily produces Financial Payment Cards and provides integrated card 
services, including digital services, for card-issuing financial institutions and fintechs primarily in the United States. 
Products produced by this segment primarily include EMV® and non-EMV Financial Payment Cards, including contact 
and contactless (dual-interface) cards and plastic and encased metal cards, and Second Wave payment cards featuring a 
core made with ROBP, and other private label credit cards that are not issued on the networks of the Payment Cards 
Brands. We also sell Card@Once® printers and related supplies as part of our proprietary and patented instant card 
issuance system. Services provided include a variety of integrated card services, including card personalization and 
fulfillment services. We also provide print-on-demand services, where we produce images, personalized payment cards 
and related collateral on a one-by-one, on-demand basis for our customers, as well as our Card@Once software-as-a-
service (SaaS) solution. The Debit and Credit segment operations are each audited for compliance by one or more of the 
Payment Card Brands. Many of our customers require us to comply with the standards of the PCI Security Standards 
Council. 

Prepaid Debit Segment 

Our Prepaid Debit segment primarily provides integrated prepaid card services to Prepaid Debit Card providers 
in the United States, including tamper-evident security packaging. This segment also produces Financial Payment Cards 
issued on the networks of the Payment Card Brands that are included in the tamper-evident security packages. The 
Prepaid Debit segment operation is audited for compliance by one or more of the Payment Card Brands. Many of our 
customers require us to comply with the standards of the PCI Security Standards Council. 

Other 

Our Other segment includes corporate general and administrative expenses. 

Key Components of Results of Operations 

Set forth below is a brief description of key line items of our consolidated statements of operations and 
comprehensive income.  

Net Sales 

Net sales reflect our revenue generated from the sale of products and services. Product net sales include the 
design and production of Financial Payment Cards, including contact and contactless cards, which includes our eco-
focused cards. Contactless EMV cards have additional technology to process contactless transactions and generally have 
a higher selling price than contact-only EMV cards. We also generate product revenue from the sale of our Card@Once 
instant issuance system and consumables, private label credit cards and retail gift cards. Services net sales include 
revenue from the personalization and fulfillment of Financial Payment Cards, including print-on-demand services, 
tamper-evident security packaging, fulfillment services and SaaS personalization of instant issuance Financial Payment 
cards. See Part II, Item 8, Financial Statements and Supplementary Data, Note 2 “Summary of Significant Accounting 
Policies” and Part II, Item 7, Management’s Discussion and Analysis of Financial Condition and Results of Operations, 
“Critical Accounting Policies and Estimates—Revenue Recognition” in this Annual Report on Form 10-K for further 
information and timing of revenue recognition for net sales. We include gross shipping and handling revenue in net 
sales. 
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Cost of Sales 

Cost of sales includes the direct and indirect costs of the products we sell and the services that we provide. 
Product costs include the cost of raw materials, including microchips for all EMV cards and antennas for contactless 
EMV cards, labor costs, equipment and facilities costs, operation overhead, depreciation and amortization, leases and 
rental charges and transport costs. Product costs also include Card@Once instant issuance printer and consumable 
product costs. Services costs include the cost of labor, raw materials in the case of tamper-evident security packaging, 
equipment and facilities costs, operation overhead, depreciation and amortization, leases and rental charges and transport 
costs. Cost of sales can be impacted by many factors, including volume, operational efficiencies, procurement costs, 
promotional activity, and employee relations. We include the costs of shipping and handling related to customer sales in 
cost of sales. 

Gross Profit and Gross Margin 

Gross profit consists of our net sales less our cost of sales. Gross margin is gross profit as a percentage of net 
sales.  

Operating Expenses 

Operating expenses are primarily comprised of selling, general and administrative expenses (“SG&A”) which 
generally consist of expenses for executive, finance, sales, marketing, legal and compliance, information technology, 
procurement, customer service, human resources, research and development and administrative personnel, including 
payroll, benefits and stock-based compensation expense, bad debt expense and outside legal and other advisory fees, 
including consulting, accounting, and software related fees. Operating expense also includes depreciation and 
amortization expense and may include impairment charges on tangible and intangible assets, when necessary.  

Income from Operations and Operating Margin 

Income from operations consists of our gross profit less our net operating expenses. Operating margin is income 
from operations as a percentage of net sales. 

Other Expense, net 

Other expense, net consists primarily of interest expense and other non-operating items. 

Income Tax Expense 

Income tax expense consists of our federal and state income taxes at statutory rates, including the impact of 
other items such as valuation allowances, tax credits, permanent items, and foreign taxes. 

Net Income  

Net income consists of our income from operations, less other expense, net, and income taxes. 
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Results of Operations 

Year Ended December 31, 2023 Compared With Year Ended December 31, 2022 

The following table presents the components of our consolidated statements of operations for each of the 
periods presented: 

 
    

 Year Ended December 31,  
 2023 2022 $ Change  % Change  
 (dollars in thousands) 
Net sales: (1)    

Products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 249,354 $ 281,190     $  (31,836)  (11.3)%
Services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 195,193 194,555   638   0.3 %

Total net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 444,547 475,745   (31,198)  (6.6)%
Cost of sales (1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 289,058 299,978   (10,920)  (3.6)%
Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 155,489 175,767   (20,278)  (11.5)%
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 93,899 96,637   (2,738)  (2.8)%
Income from operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 61,590 79,130   (17,540)  (22.2)%
Other expense, net:   

Interest, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (26,913) (29,616)   2,703   (9.1)%
Other expense, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (215) (367)   152   *

Income before taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34,462 49,147   (14,685)  (29.9)%
Income tax expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (10,477) (12,607)   2,130   (16.9)%

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 23,985 $ 36,540 $  (12,555)  (34.4)%
   
Gross profit margin . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35.0% 36.9%   
 
* Calculation not meaningful 
 

(1) For the years ended December 31, 2023 and 2022, net sales and cost of sales each include $0.7 million and $1.0 million of intersegment 
eliminations, respectively. 

 
The following discussion of our consolidated results of operations and segment results refers to the year ended 

December 31, 2023, compared to the corresponding period in the prior year. The results of operations should be read in 
conjunction with the discussion of our segment results of operations, which provide more detailed discussions 
concerning certain components of the Consolidated Statements of Income.  
  
Net Sales:  
 

Net sales decreased for the year ended December 31, 2023, primarily due to decreased Products net sales in our 
Debit and Credit segment, driven by lower volumes, partially offset by increased Card@Once services. Net sales also 
benefited from price increases, which were primarily implemented in 2022.  

 
Gross Profit and Gross Profit Margin:  

Gross profit and gross profit margin decreased for the year ended December 31, 2023, primarily due to lower 
net sales and higher materials costs. 

Operating Expenses:  
  
Operating expenses decreased for the year ended December 31, 2023, primarily due to decreases in professional 

services in our Other segment and operating expenses in our Prepaid Debit segment, partially offset by an increase in 
compensation expenses. Compensation expenses increased due to the impacts of compensation related to an executive 
retention agreement and increased employee headcount and salary increases, partially offset by lower employee short-
term incentive compensation. 
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Interest, net:  
 
Interest expense decreased for the year ended December 31, 2023, primarily due to lower outstanding principal 

balances on our borrowings. For the year ended December 31, 2022, interest expense included a $0.6 million premium 
paid relating to the $20.0 million early redemption of the 8.625% Senior Secured Notes due 2026 (the “Senior Notes”). 

 
Other Expense, net: 
 

Other expense, net was relatively consistent for the years ended December 31, 2023, and 2022. 
 
Income Tax Expense:  
 

Our effective tax rate on pre-tax income was 30.4% and 25.7% for the years ended December 31, 2023, and 
2022, respectively. The increase in the effective tax rate for the year ended December 31, 2023, was primarily due to tax 
deductibility limitations on executive compensation and a decrease in unrecognized tax benefits liabilities during the 
year ended December 31, 2022 due to the lapse of the statute of limitations. 

 
Segment Discussion 

 
Debit and Credit: 
 
   

 Year Ended December 31, 
 2023 2022 $ Change  % Change  
 (dollars in thousands)  
Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 361,057 $ 390,559 $  (29,502) (7.6)%
Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 126,776 $ 144,214 $  (17,438) (12.1)%
Income from operations . . . . . . . . . . . . . . . . . . . $ 94,906 $ 110,045 $  (15,139) (13.8)%
   
Gross profit margin . . . . . . . . . . . . . . . . . . . . . . . 35.1% 36.9%   
 

Net Sales: 
 

Net sales for Debit and Credit decreased for the year ended December 31, 2023, primarily due to a decrease in 
Products net sales, driven by volume declines in eco-focused cards compared to 2022, which benefited from the 
acquisition of a new portfolio by an existing customer, and EMV cards, partially offset by increased sales of other 
contactless cards. This decrease was partially offset by an increase in Services net sales due to higher Card@Once 
services, driven by a higher printer installation base. Net sales also benefited from price increases, which were primarily 
implemented in 2022. 

 
Gross Profit and Gross Profit Margin: 

 
Gross profit and gross profit margin for Debit and Credit decreased for the year ended December 31, 2023, 

primarily due to lower net sales and higher materials costs. 
 

Income from Operations: 
 
The changes in income from operations for Debit and Credit for the year ended December 31, 2023 were 

primarily due to the factors discussed in “Gross Profit and Gross Profit Margin” above and decreases in operating 
expenses related to compensation related expenses and professional services.   
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Prepaid Debit: 
 
   

 Year Ended December 31, 
 2023 2022 $ Change  % Change 
 (dollars in thousands) 
Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 84,237 $ 86,136 $  (1,899) (2.2)%
Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 28,713 $ 31,553 $  (2,840) (9.0)%
Income from operations . . . . . . . . . . . . . . . . . . . . $ 24,927 $ 25,577 $  (650) (2.5)%
   
Gross profit margin . . . . . . . . . . . . . . . . . . . . . . . . 34.1% 36.6%   

 
Net Sales: 
 
Net sales for Prepaid Debit decreased for the year ended December 31, 2023, primarily due to decreased 

volumes from existing customers, partially offset by sales to new customers. 
 
Gross Profit and Gross Profit Margin: 

Gross profit and gross profit margin for Prepaid Debit decreased for the year ended December 31, 2023, 
primarily due to lower net sales, as well as increased labor costs and other expenses related to implementation of a 
change in our production staffing model where we completed the transition of temporary worker positions to permanent 
employee positions. 
 

Income from Operations: 
 
Income from operations for Prepaid Debit decreased for the year ended December 31, 2023, primarily due to 

the factors discussed in “Gross Profit and Gross Profit Margin” above, partially offset by lower operating expenses.   
 

Other: 
 
As the Other segment is comprised entirely of corporate expenses, income from operations for Other consists of 

operating expenses shown below. 
 
   

 Year Ended December 31, 
 2023 2022 $ Change      % Change  
 (dollars in thousands) 
Operating expenses . . . . . . . . . . . . . . . . . . . . .  $ 58,243 $ 56,492 $  1,751  3.1 %
 

Operating Expenses: 
 
Other operating expenses increased for the year ended December 31, 2023, primarily due to increased 

compensation expenses as a result of $7.0 million of compensation related to an executive retention agreement and 
increased employee headcount and salary increases, partially offset by decreases in employee short-term incentive 
compensation and professional services. 

 
Liquidity and Capital Resources  

At December 31, 2023, we had $12.4 million of cash and cash equivalents. Our primary source of liquidity has 
been cash generated from our operating activities, which has been driven from net income and fluctuations in working 
capital. Our working capital fluctuates primarily due to the timing of tax payments, timing of receipts from customers, 
inventory levels, payments of employee incentive programs and interest payments on our Senior Notes, with the interest 
payments being due in the first and third quarters of the year. 

Our ability to make investments in and grow our business, service our debt and improve our debt leverage 
ratios, while maintaining strong liquidity, depends on our ability to generate excess operating cash flows through our 
operating subsidiaries. Although we can provide no assurances, we believe that our cash flows from operations, 
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combined with our current cash levels, and our senior secured revolving credit facility (the “ABL Revolver”) with 
available borrowing capacity of $74.7 million as of December 31, 2023, will be adequate to fund debt service 
requirements and provide cash, as required, to support our ongoing operations, capital expenditures, lease obligations, 
share repurchases and working capital needs. Our future cash flows could be impacted by a variety of factors, some of 
which are beyond our control. These factors include, but are not limited to, changes in economic conditions, especially 
those impacting our customers, and the pricing, terms and availability of goods and services that we purchase, and 
financings that we enter into. 

Cash Flow from Operating Activities 

Cash provided by operating activities increased for the year ended December 31, 2023 to $34.0 million from 
$31.3 million for the year ended December 31, 2022, primarily due to collections on outstanding receivables from the 
prior year end and a decrease in inventory purchases in 2023. These positive cash flow impacts were partially offset by 
lower net income and higher employee performance incentive compensation payments in 2023 related to 2022 
performance. Cash flow from operating activities is expected to be negatively impacted in the first quarter of 2024 due to 
a $5.0 million payment pursuant to an agreement entered into on June 2, 2023 with the Company’s prior Chief Executive 
Officer, who departed in the first quarter of 2024. Additionally, we anticipate inventory levels to increase in 2024 as a 
result of the capacity reservation agreement we entered into with one of our suppliers in 2022, which will be in effect 
through 2025. 

Financing 

As of December 31, 2023, we had the following outstanding borrowings: 
   

 December 31,  
      2023      2022 
  (dollars in thousands) 
Senior Notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  267,897  $ 285,000
ABL Revolver . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   —   5,000
Unamortized deferred financing costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,900)  (4,478)

Total long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  264,997  $ 285,522
 
Senior Notes 
 

On March 15, 2021, we completed an offering of $310.0 million aggregate principal amount of Senior Notes 
and related guarantees at an issue price of 100%. The Senior Notes bear interest at a rate of 8.625% per annum and 
mature on March 15, 2026. Interest is payable on the Senior Notes on March 15 and September 15 of each year. 

As permitted by the indenture governing the Senior Notes, we may also from time to time repurchase some or 
all of the Senior Notes in open market transactions, in privately negotiated transactions or otherwise. During the year 
ended December 31, 2023, we repurchased $17.1 million of our Senior Notes in open market transactions. We may 
redeem some or all of the Senior Notes in 2024, subject to market and other conditions. Pursuant to the terms of the 
indenture, redemptions would be priced at 104.313% of the principal amount of any notes to be redeemed through 
March 15, 2024, 102.156% from March 16, 2024 through March 15, 2025, and reducing to 100% thereafter, in each case 
plus accrued and unpaid interest. The timing and amount of any such redemptions or repurchases will depend upon 
market conditions, contractual commitments, our capital needs and other factors. 

 
ABL Revolver 
 

On March 15, 2021, we entered into a Credit Agreement with Wells Fargo Bank, National Association 
providing for an ABL Revolver. On March 3, 2022, we entered into Amendment No. 1 to the Credit Agreement, which 
amended the ABL Revolver. The amendment, among other things, increased the available borrowing capacity to $75.0 
million, increased the uncommitted accordion feature to $25.0 million and revised the interest rate provisions to replace 
the prior LIBOR benchmark with updated benchmark provisions using the secured overnight financing rate (“SOFR”) as 
administered by the Federal Reserve Bank of New York. On October 11, 2022, we entered into Amendment No. 2 to the 
Credit Agreement, which amended the ABL Revolver to adjust certain monthly document delivery terms and to clarify 
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the treatment of certain inventory. We primarily utilize our ABL Revolver to provide general liquidity and to support 
shorter term financing requirements. 

Borrowings under the amended ABL Revolver bear interest at a rate per annum equal to the applicable term 
SOFR adjusted for a credit spread, plus an applicable interest rate margin. We may select a one, three or six-month term 
SOFR, which is adjusted for a credit spread of 0.10% to 0.30% depending on the term selected. The applicable interest 
rate margin ranges from 1.25% to 1.75% depending on the average excess availability of the facility for the most 
recently completed quarter. The unused portion of the ABL Revolver commitment accrues a monthly unused line fee, 
between 0.375% to 0.50% per annum, multiplied by the aggregate amount of Revolver commitments less the average 
Revolver usage during the immediately preceding month. 

Amounts borrowed and outstanding under the ABL Revolver are required to be repaid in full, together with any 
accrued and unpaid interest, on the earliest to occur of March 15, 2026 and the date that is 90 days prior to the maturity 
of the Senior Notes (and may be subject to earlier mandatory prepayment upon certain events). 

Credit Ratings and Debt Covenants 
 

The credit ratings on our debt are an important consideration in our overall business, managing our financing 
costs and facilitating access to additional capital on favorable terms. Factors that we believe are important in assessing 
our credit ratings include earnings, cash flow generation, leverage, available liquidity and the overall business. 

 
We have obligations to make an offer to repay the Senior Notes, requiring prepayment in advance of the 

maturity date, upon the occurrence of certain events including a change of control, certain asset sales and based on an 
annual excess cash flow calculation. The annual excess cash flow calculation is determined based on an adjusted net 
income calculation pursuant to the terms of the indenture, and varies based on our annual net leverage ratio. We are 
required to offer to pay 50% of excess cash flow if the net leverage ratio exceeds 4.5 to 1; 25% if the net leverage ratio is 
between 4 to 1 and 4.5 to 1, and 0% if the net leverage ratio is less than or equal to 4 to 1. Any required prepayments are 
to be made within 125 days after the issuance of our annual financial statements. No such payment was required to be 
made in either 2024 or 2023 based on our operating results for the years ended December 31, 2023 and 2022, 
respectively. 

 
The Senior Notes and the ABL Revolver contain covenants limiting our ability, and the ability of CPI CG Inc. 

and our restricted subsidiaries to, among other things, incur or guarantee additional debt or issue disqualified stock or 
certain preferred stock; create or incur liens; pay dividends, redeem stock or make other distributions; make certain 
investments; create restrictions on the ability of CPI CG Inc. and our restricted subsidiaries to pay dividends to us or 
make other intercompany transfers; transfer or sell assets; merge or consolidate; and enter into certain transactions with 
affiliates, subject to a number of important exceptions and qualifications as set forth in the respective agreements. 

The ABL Revolver includes limitations on our ability to borrow in certain situations, including limitations 
based on the calculation of a borrowing capacity and further limitations that are triggered if the amount available to 
borrow under the ABL Revolver is less than $7.5 million. The borrowing capacity represents the net availability under 
the ABL Revolver and is calculated as the lesser of a) the total of certain eligible assets, including cash, accounts 
receivable and inventories, further reduced by stated contribution percentages and adjustments or b) the $75.0 million of 
available borrowing capacity under the ABL Revolver (“Borrowing Base”). The Borrowing Base is further reduced by 
credit line reserves, letters of credit, as well as the loan ledger balance outstanding on the ABL Revolver. Additionally, 
commencing with the month immediately following a date on which borrowing capacity is below $7.5 million and until 
such time that borrowing capacity equals or exceeds $7.5 million for 30 consecutive days, we must maintain a fixed 
charge coverage ratio (as defined in the Credit Agreement for the ABL Revolver) greater than 1.00, calculated for the 
trailing 12 months in order to borrow under the ABL Revolver. 

Cash Priorities 
 
Capital Expenditures 
 

We primarily use cash in investing activities for capital expenditures. During the year ended December 31, 
2023, capital expenditures, including investments to support the business, such as machinery and information technology 
equipment, totaled $6.4 million. We acquired $11.3 million of additional machinery and equipment utilizing financing 
lease arrangements in 2023, which has been reflected as a non-cash investing activity in the statement of cash flows. 
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During 2023, we commenced work on relocating and modernizing our production facility in Indiana. We 
anticipate this project will extend into 2025. Total capital expenditures, net for this project are anticipated to increase 
cash used in investing activities and assets acquired under lease arrangements in both 2024 and 2025.   
 
Share Repurchase Authorization and Activity 
 

On November 2, 2023, our board of directors approved a share repurchase plan authorizing us to repurchase up 
to $20.0 million of our common stock, par value $0.001 per share. This authorization expires on December 31, 2024. 
 

During the year ended December 31, 2023, we repurchased 13,180 shares, on a trade date basis, of our common 
stock at an average price of $18.93 per share excluding commissions, or $0.3 million in aggregate. In accordance with 
the Stock Repurchase Agreement entered into on December 6, 2023, we are obligated to purchase 39,540 shares from 
Parallel49, at an average price of $18.55 per share, payment for which, along with any obligations incurred connected to 
shares repurchased in the first quarter of 2024, is due in the second quarter of 2024. 

 
We had $19.0 million remaining in our share repurchase authorization as of December 31, 2023. We may 

purchase shares through open market purchases or through privately negotiated transactions, the extent and timing of 
which will depend upon a variety of factors, including market conditions, regulatory requirements and other corporate 
considerations, as determined by us. 
 
Material Cash Requirements 

Our material cash requirements include interest payments on our long-term debt, operating and finance lease 
payments, and purchase obligations to support our operations. 

Debt Service Requirements 

As of December 31, 2023, the total projected principal and interest payments on our borrowings were $326.4 
million, primarily related to the Senior Notes, of which $23.5 million of interest is expected to be paid in the next 12 
months. The remaining interest payments are expected to be paid over the remaining term of the Senior Notes, which 
mature in 2026, and the principal is due upon maturity. We have estimated our future interest payments assuming no 
additional borrowings under the ABL Revolver, no early redemptions of principal on the Senior Notes, and no debt 
issuances or renewals upon the maturity dates of our notes. However, we may borrow additional amounts under the ABL 
Revolver, redeem principal on the Senior Notes early or refinance all or a portion of our borrowings in future periods.  

Leases 

We lease real property for production and services, in addition to equipment. Refer to Part II, Item 8, Financial 
Statements and Supplementary Data, Note 9, “Financing and Operating Leases” for details on our leasing arrangements, 
including future maturities of our operating lease liabilities, as of December 31, 2023. 

In February 2024, we entered into a build-to-suit lease agreement to relocate and modernize our operations at 
our Fort Wayne, Indiana production facility, which is set to commence the later of: the landlord’s delivery of exclusive 
possession of the premises; and March 1, 2025. Under this lease agreement, we will pay an annual base rent of $0.9 
million subject to an annual rent increase of 2.0%. The lease is for ten years and includes two consecutive options to 
extend the term of the lease by five years for each such option. 

Purchase Obligations 

A purchase obligation is an agreement to purchase goods or services that is enforceable, legally binding, and 
specifies all significant terms. As of December 31, 2023, we had approximately $138.0 million of outstanding purchase 
obligations, of which approximately $89.4 million is expected to be paid in the next 12 months.  

Included in the above amounts, during 2022, we entered into a capacity reservation agreement with one of our 
chip suppliers to reserve production supply capacity due to the current global supply shortage environment. Under the 
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agreement, we agreed to pay certain fees in exchange for the supplier’s commitment to reserve capacity to produce a set 
quantity of chips from 2023 through 2025, subject to certain conditions, and we have committed to purchase those chips. 
The total value of the minimum non-cancellable commitment is $194.9 million over the term of the agreement. As of 
December 31, 2023, the remaining commitment was $125.3 million, of which $77.0 million is expected to be paid in the 
next 12 months. In the event that the supplier is unable to deliver the specified quantity of chips, it will be subject to 
liquidated damages of 10% of the price of any non-delivered products. 

 
Cyclical and Seasonal Nature of Business 

Financial Payment Cards are generally influenced by broader cyclical changes in the economy, with economic 
downturns potentially resulting in decreases in the demand for our products and services and economic upturns 
potentially resulting in increases in demand. In particular, prolonged economic downturns typically have resulted in 
significant reductions in the demand for general purpose credit cards due to tightening credit conditions. Our net sales 
are also influenced by changes in customer behavior such as altering inventory management practices, Financial 
Payment Card renewal cycles and demand for new products, such as contactless cards. Additionally, we historically have 
generated higher net sales in the third and fourth quarters of the year, as our sales of Prepaid Debit Card solutions are 
more heavily weighted toward the second half of the year when consumers tend to purchase more of these products and 
services in anticipation of the holiday season in the United States and timing related to the production of health insurance 
and health savings account cards. 

Critical Accounting Policies and Estimates 

Our management’s discussion and analysis of financial condition and results of operations is based on our 
consolidated financial statements which have been prepared in accordance with accounting principles generally accepted 
in the United States of America. In preparing our financial statements, we make estimates, assumptions and judgments 
that can have a significant impact on our reported net sales, results of operations and net income, as well as on the value 
of certain assets and liabilities on our balance sheet during and as of the reporting periods. These estimates, assumptions 
and judgments are necessary because future events and their effects on our results and the value of our assets cannot be 
determined with certainty and are made based on our historical experience and on other assumptions that we believe to 
be reasonable under the circumstances. These estimates may change as new events occur or additional information is 
obtained, and we may periodically be faced with uncertainties, the outcomes of which are not within our control and may 
not be known for a prolonged period of time. Because the use of estimates is inherent in the financial reporting process, 
actual results could differ from those estimates. 

Revenue Recognition 

Products Net Sales: “Products” net sales are recognized when obligations under the terms of a contract with a 
customer are satisfied. In most instances, this occurs over time as cards are produced for specific customers and have no 
alternative use and the Company has an enforceable right to payment for work performed. For work performed but not 
completed and unbilled, we estimate net sales by taking actual costs incurred and applying historical margins for similar 
types of contracts. Margins across each business with similar contracts have been relatively consistent and we have not 
made changes to our methods and assumptions during 2023. Items included in “Products” net sales are produced 
Financial Payment Cards, including contact-EMV, contactless EMV, Second Wave, contactless and magnetic stripe 
cards, private label credit cards and retail gift cards. Card@Once printers and consumables are also included in 
“Products” net sales, and their associated revenues are recognized at the time of shipping. 

Services Net Sales: Net sales are recognized for “Services” as the services are performed. Items included in 
“Services” net sales include the personalization and fulfillment of Financial Payment Cards, providing tamper-evident 
secure packaging and fulfillment services to Prepaid Debit Card program managers, and SaaS personalization of instant 
issuance debit and credit cards. For work performed but not completed and billed, we estimate revenue by taking actual 
costs incurred and applying historical margins for similar types of contracts. Margins across each business with similar 
contracts have been relatively consistent and we have not made changes to our methods and assumptions during 2023. 

Customer Contracts: The Company often enters into Master Services Agreements (“MSAs”) with its 
customers. Generally, enforceable rights and obligations for goods and services occur only when a customer places a 
purchase order or statement of work to obtain goods or services under an MSA. Usually our contractual arrangements 
include neither exclusivity clauses nor commitments from our customers to order any given quantities of products on a 
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medium or long-term basis. The contract term as defined by ASC 606, Revenue from Contracts with Customers, is the 
length of time it takes to deliver the goods or services promised under the purchase order or statement of work. As such, 
the Company's contracts are generally considered short term in nature. 

Income Taxes 

We are subject to income taxes in the United States and certain foreign jurisdictions. Significant judgment is 
required in evaluating our tax positions and determining our provision for income taxes. Deferred income tax assets and 
liabilities are computed annually for differences between the financial statement and tax bases of assets and liabilities 
that will result in taxable or deductible amounts in the future based on enacted tax laws and rates applicable to the 
periods in which the differences are expected to affect taxable income. 

The Company has deferred tax assets and liabilities and maintains valuation allowances where it is more likely 
than not that all or a portion of deferred tax assets will not be realized. Significant judgment is required in determining 
any valuation allowance recorded against deferred tax assets. The determination of the amount of valuation allowance to 
be provided on recorded deferred tax assets involves consideration of estimates regarding the timing and amount of the 
reversal of taxable temporary differences and the impact of tax planning strategies. Changes in the relevant facts can 
significantly impact the judgment or need for valuation allowances. In the event we change our determination as to the 
amount of deferred tax assets that can be realized, we will adjust our valuation allowance with a corresponding impact to 
the provision for income taxes in the period in which such determination is made.  

During the ordinary course of business, there are transactions and calculations for which the ultimate tax 
determination is uncertain. The company is required to make estimates regarding future compensation for covered 
individuals to determine the value of its deferred tax assets related to the future deductibility of executive stock 
compensation and accrued incentive compensation, which also requires significant judgment. We also establish reserves 
for tax-related uncertainties based on estimates of whether, and the extent to which, additional taxes will be due. The 
reserves are established when we believe that certain positions are likely to be challenged and may not be fully sustained 
on review by tax authorities. We adjust these reserves in light of changing facts and circumstances, such as the closing of 
a tax audit or refinement of an estimate. Although we believe our reserves are reasonable, no assurance can be given that 
the final outcome of these matters will be consistent with what is reflected in our historical income tax provisions and 
accruals. To the extent that the final tax outcome of these matters is different from the amounts recorded, such 
differences will impact the current provision for income taxes. We recognize interest and penalties related to 
unrecognized tax benefits as a component of income tax expense. 

The Company’s valuation allowance recorded as of December 31, 2023, relates primarily to a capital loss 
realized on the sale of a foreign subsidiary whereby the Company does not anticipate a capital gain in the foreseeable 
future that would allow for the recognition of the capital loss carryover. In addition, the Company has a partial valuation 
allowance on certain state interest deduction limitations and net operating losses, which the Company estimates may not 
be fully utilized. Additionally, other changes to the federal and state tax regulations can lead to variability in allowable 
deductions, which can impact the Company’s valuation allowance. 

Recent Accounting Pronouncements 

Refer to Part II, Item 8, Financial Statements and Supplementary Data, Note 2, “Summary of Significant 
Accounting Policies” for a discussion of recent accounting pronouncements. 

Item 7A. Quantitative and Qualitative Disclosures about Market Risk 
 

Not required due to smaller reporting company status. 
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Report of Independent Registered Public Accounting Firm 

To the Stockholders and Board of Directors 
CPI Card Group Inc.: 

Opinions on the Consolidated Financial Statements and Internal Control Over Financial Reporting 
 
We have audited the accompanying consolidated balance sheets of CPI Card Group Inc. and subsidiaries (the Company) 
as of December 31, 2023 and 2022, the related consolidated statements of operations and comprehensive income, 
stockholders’ deficit, and cash flows for each of the years in the two-year period ended December 31, 2023, and the 
related notes (collectively, the consolidated financial statements). We also have audited the Company’s internal control 
over financial reporting as of December 31, 2023, based on criteria established in Internal Control – Integrated 
Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. 

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 
financial position of the Company as of December 31, 2023 and 2022, and the results of its operations and its cash flows 
for each of the years in the two-year period ended December 31, 2023, in conformity with U.S. generally accepted 
accounting principles. Also in our opinion, the Company maintained, in all material respects, effective internal control 
over financial reporting as of December 31, 2023 based on criteria established in Internal Control – Integrated 
Framework (2013) issued by the Committee of Sponsoring Organizations of the Treadway Commission. 

Basis for Opinions 
 
The Company’s management is responsible for these consolidated financial statements, for maintaining effective internal 
control over financial reporting, and for its assessment of the effectiveness of internal control over financial reporting, 
included in the accompanying Management's Report on Internal Control over Financial Reporting. Our responsibility is 
to express an opinion on the Company’s consolidated financial statements and an opinion on the Company’s internal 
control over financial reporting based on our audits. We are a public accounting firm registered with the Public 
Company Accounting Oversight Board (United States) (PCAOB) and are required to be independent with respect to the 
Company in accordance with the U.S. federal securities laws and the applicable rules and regulations of the Securities 
and Exchange Commission and the PCAOB. 

We conducted our audits in accordance with the standards of the PCAOB. Those standards require that we plan and 
perform the audits to obtain reasonable assurance about whether the consolidated financial statements are free of 
material misstatement, whether due to error or fraud, and whether effective internal control over financial reporting was 
maintained in all material respects. 
Our audits of the consolidated financial statements included performing procedures to assess the risks of material 
misstatement of the consolidated financial statements, whether due to error or fraud, and performing procedures that 
respond to those risks. Such procedures included examining, on a test basis, evidence regarding the amounts and 
disclosures in the consolidated financial statements. Our audits also included evaluating the accounting principles used 
and significant estimates made by management, as well as evaluating the overall presentation of the consolidated 
financial statements. Our audit of internal control over financial reporting included obtaining an understanding of 
internal control over financial reporting, assessing the risk that a material weakness exists, and testing and evaluating the 
design and operating effectiveness of internal control based on the assessed risk. Our audits also included performing 
such other procedures as we considered necessary in the circumstances. We believe that our audits provide a reasonable 
basis for our opinions. 
 
Definition and Limitations of Internal Control Over Financial Reporting 
 
A company’s internal control over financial reporting is a process designed to provide reasonable assurance regarding 
the reliability of financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles. A company’s internal control over financial reporting includes those policies 
and procedures that (1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the 
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that transactions are 
recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting 
principles, and that receipts and expenditures of the company are being made only in accordance with authorizations of 
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management and directors of the company; and (3) provide reasonable assurance regarding prevention or timely 
detection of unauthorized acquisition, use, or disposition of the company’s assets that could have a material effect on the 
financial statements. 
 
Because of its inherent limitations, internal control over financial reporting may not prevent or detect misstatements. 
Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls may become 
inadequate because of changes in conditions, or that the degree of compliance with the policies or procedures may 
deteriorate. 
 
Critical Audit Matter 
 
The critical audit matter communicated below is a matter arising from the current period audit of the consolidated 
financial statements that was communicated or required to be communicated to the audit committee and that: (1) relates 
to accounts or disclosures that are material to the consolidated financial statements and (2) involved our especially 
challenging, subjective, or complex judgments. The communication of a critical audit matter does not alter in any way 
our opinion on the consolidated financial statements, taken as a whole, and we are not, by communicating the critical 
audit matter below, providing a separate opinion on the critical audit matter or on the accounts or disclosures to which it 
relates. 
Non-deductible excess compensation under IRC Section 162(m) 

As discussed in Note 11 to the consolidated financial statements, the Company has recorded compensation for certain 
covered employees in excess of $1.0 million per year. Under Internal Revenue Code (IRC) Section 162(m), the 
Company is prohibited from deducting for tax purposes compensation in excess of $1.0 million per year for each of 
these employees. The covered employees are defined as the Chief Executive Officer (CEO), Chief Financial Officer 
(CFO), and the three next-highest-compensated officers of the Company. The Company considers the impact of the 
estimated IRC Section 162(m) limitations on the future deductibility of existing temporary differences. 

We identified the evaluation of the Company’s assessment of non-deductible excess compensation under IRC Section 
162(m) as a critical audit matter. Specifically, the evaluation of the estimated future compensation for each covered 
employee used to determine the amount of permanently disallowed compensation under IRC Section 162(m) involved 
subjective auditor judgment. In addition, the evaluation required the involvement of tax professionals with specialized 
skills and knowledge. 

The following are the primary procedures we performed to address this critical audit matter. We evaluated the design 
and tested the operating effectiveness of certain internal controls related to the Company’s income tax process, including 
a control related to estimating future compensation for each covered employee. We evaluated the reasonableness of 
estimated future compensation included in the Company’s assessment by considering historical compensation figures for 
each covered employee and the potential impact to the Section 162(m) limitation if compensation increased or decreased 
in future years. We involved tax professionals with specialized skills and knowledge who assisted in evaluating the 
Company’s application of IRC Section 162(m) to determine the amount of permanently disallowed compensation under 
IRC Section 162(m) for United States tax purposes. 
 

/s/ KPMG LLP 
 
We have served as the Company’s auditor since 2014. 

Denver, Colorado 
March 7, 2024 
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CPI Card Group Inc. and Subsidiaries 
Consolidated Balance Sheets 

(in thousands, except share and per share amounts) 
 

    

  December 31, 
      2023     2022 
Assets    
Current assets:   

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $  12,413  $ 11,037
Accounts receivable, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   73,724  80,583
Inventories, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   70,594  68,399
Prepaid expenses and other current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   8,647  7,551

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   165,378  167,570
Plant, equipment, leasehold improvements and operating lease right-of-use assets, net . . . .   63,053  57,178
Intangible assets, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   14,122  17,988
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   47,150  47,150
Other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   3,980  6,780

Total assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $  293,683  $ 296,666
Liabilities and stockholders’ deficit   
Current liabilities:   

Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $  12,802  $ 24,371
Accrued expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   35,803  40,070
Deferred revenue and customer deposits. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   840  3,571

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   49,445  68,012
Long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   264,997  285,522
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   7,139  6,808
Other long-term liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   24,038  18,401

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   345,619  378,743
Commitments and contingencies (Note 14)   
Series A Preferred Stock; $0.001 par value—100,000 shares authorized; 0 shares  

issued and outstanding at December 31, 2023 and 2022. . . . . . . . . . . . . . . . . . . . . . . . . . . .   —  —
Stockholders’ deficit:   
Common Stock; $0.001 par value—100,000,000 shares authorized; 11,446,155 and 

11,390,355 shares issued and outstanding at December 31, 2023 and 2022, respectively . . .   11  11
Capital deficiency . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (102,223) (108,379)
Accumulated earnings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   50,276  26,291

Total stockholders’ deficit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (51,936) (82,077)
Total liabilities and stockholders’ deficit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $  293,683  $ 296,666

 
See accompanying notes to consolidated financial statements 
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CPI Card Group Inc. and Subsidiaries 
Consolidated Statements of Operations and Comprehensive Income 

(in thousands, except share and per share amounts) 
 

   

  Year Ended December 31, 
     2023     2022 
Net sales:  

Products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  249,354  $ 281,190
Services . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  195,193  194,555

Total net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  444,547  475,745
Cost of sales:  

Products (exclusive of depreciation and amortization shown below) . . . . . . . . . . . . . . . .  161,374  171,017
Services (exclusive of depreciation and amortization shown below) . . . . . . . . . . . . . . . .  117,397  119,930
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  10,287  9,031

Total cost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  289,058  299,978
Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  155,489  175,767
Operating expenses:  

Selling, general and administrative (exclusive of depreciation and amortization  
shown below) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  88,255  90,782

Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,644  5,855
Total operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  93,899  96,637

Income from operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  61,590  79,130
Other expense, net:  

Interest, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (26,913) (29,616)
Other expense, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (215) (367)

Total other expense, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (27,128) (29,983)
Income before income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  34,462  49,147
Income tax expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (10,477) (12,607)

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  23,985  $ 36,540
  

Basic and diluted earnings per share:  
Basic earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  2.10  $ 3.24
Diluted earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  2.01  $ 3.11

   
Basic weighted-average shares outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,426,124  11,291,202
Diluted weighted-average shares outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  11,917,556  11,749,105
  
Comprehensive income:  

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  23,985  $ 36,540
Total comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  23,985  $ 36,540

 
See accompanying notes to consolidated financial statements 
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CPI Card Group Inc. and Subsidiaries 
Consolidated Statements of Stockholders’ Deficit 

(in thousands, except per share amounts) 
 

     

Common Stock Capital  Accumulated Stockholders 
     Shares Amount deficiency      earnings (loss) Deficit 

December 31, 2021 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .     11,255,466 $ 11 $ (110,782) $  (10,249) $ (121,020)
Shares issued under stock-based compensation plans . . . . . .    134,889 — (1,076)  — (1,076)
Stock-based compensation . . . . . . . . . . . . . . . . . . . . . . . . . .   — — 3,479   — 3,479
Components of comprehensive income:    

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    — — —    36,540 36,540
December 31, 2022 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    11,390,355 $ 11 $ (108,379) $  26,291 $ (82,077)

Shares issued under stock-based compensation plans . . . . . .   68,980 — (368)  — (368)
Stock-based compensation . . . . . . . . . . . . . . . . . . . . . . . . . .   — — 7,507   — 7,507
Repurchase and retirement of common shares . . . . . . . . . . .   (13,180) — (983)  — (983)
Components of comprehensive income:    

Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    — — —    23,985 23,985
December 31, 2023 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   11,446,155 $ 11 $ (102,223) $  50,276 $ (51,936)
 

See accompanying notes to consolidated financial statements 
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CPI Card Group Inc. and Subsidiaries 
Consolidated Statements of Cash Flows 

(in thousands) 
 

    

  Year Ended December 31, 
      2023     2022 
Operating activities   
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  23,985  $ 36,540
Adjustments to reconcile net income to net cash provided by operating activities:   

Depreciation expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   12,065  11,020
Amortization expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   3,866  3,866
Stock-based compensation expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   7,507  3,479
Amortization of debt issuance costs and debt discount . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   1,855  1,931
Loss on debt extinguishment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   243  474
Deferred income taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   331  1,555
Other, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (655) 1,094
Changes in operating assets and liabilities:   

Accounts receivable, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   6,795  (19,745)
Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (1,638) (10,702)
Prepaid expenses and other assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   2,346  (2,700)
Income taxes, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (1,162) 362
Accounts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (11,260) (453)
Accrued expenses and other liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (7,506) 2,226
Deferred revenue and customer deposits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (2,731) 2,389

Cash provided by operating activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   34,041  31,336
Investing activities   
Capital expenditures for plant, equipment and leasehold improvements, net . . . . . . . . . . . . . . . . . .   (6,405) (17,867)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   183  95

Cash used in investing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (6,222) (17,772)
Financing activities   
Principal payments on Senior Notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (16,954) (24,938)
Principal payments on ABL Revolver . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (18,000) (30,000)
Proceeds from ABL Revolver . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   13,000  35,000
Payments on debt extinguishment and other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (368) (1,939)
Proceeds from finance lease financing . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   —  2,074
Payments on finance lease obligations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (3,871) (3,360)
Common stock repurchased . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (250) —

Cash used in financing activities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (26,443) (23,163)
Effect of exchange rates on cash . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   —  (47)

Net increase (decrease) in cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   1,376  (9,646)
Cash and cash equivalents, beginning of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   11,037  20,683
Cash and cash equivalents, end of period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  12,413  $ 11,037
Supplemental disclosures of cash flow information   
Cash paid (refunded) during the period for:   

Interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  25,738  $ 27,714
Income taxes paid . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  10,462  $ 12,584
Income taxes refunded . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  (86) $ (451)

Right-of-use assets obtained in exchange for lease obligations:   
Operating leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  3,091  $ 816
Financing leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  11,285  $ 9,124

Accounts payable and accrued expenses for capital expenditures for plant, equipment and 
leasehold improvements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  102  $ 462

 
See accompanying notes to consolidated financial statements 
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CPI Card Group Inc. and Subsidiaries 
Notes to Consolidated Financial Statements 

(dollars in thousands, except share and per share amounts or as otherwise indicated) 

1. Business  

CPI Card Group Inc. (which, together with its subsidiary companies, is referred to herein as “CPI” or the 
“Company”) is a payments technology company and leading provider of comprehensive Financial Payment Card 
solutions in the United States. CPI is engaged in the design, production, data personalization, packaging and fulfillment 
of Financial Payment Cards, which the Company defines as credit, debit and Prepaid Debit Cards issued on the networks 
of the Payment Card Brands (Visa, Mastercard, American Express and Discover). CPI also offers an instant card 
issuance solution, which provides customers the ability to issue a personalized debit or credit card within the bank 
branch to individual cardholders.  

CPI serves its customers through a network of high-security production and card services facilities in the United 
States, each of which is audited for compliance with the standards of the Payment Card Industry Security Standards 
Council (“PCI Security Standards Council”) by one or more of the Payment Card Brands. CPI’s network of high-
security production facilities allows the Company to optimize its solutions offerings and serve its customers.  

The Company’s business consists of the following reportable segments: Debit and Credit, Prepaid Debit and 
Other. The Debit and Credit segment primarily produces Financial Payment Cards and provides integrated card services 
to card-issuing financial institutions primarily in the United States. The Prepaid Debit segment primarily provides 
integrated card services to Prepaid Debit Card program managers primarily in the United States. The Company’s 
“Other” segment includes corporate expenses. 

 
2. Summary of Significant Accounting Policies 

Basis of Presentation 

The accompanying Consolidated Financial Statements include the Company and its wholly-owned subsidiaries. 
All significant intercompany accounts and transactions have been eliminated. 

Cash and Cash Equivalents 

The Company considers all highly liquid investments with original maturities of three months or less to be cash 
equivalents and they are stated at cost, which approximates fair value. 

Trade Accounts Receivable and Concentration of Credit Risk 

Accounts receivable are stated at the amount management expects to collect from outstanding balances. The 
Company performs ongoing credit evaluations of its customers and generally requires no collateral to secure accounts 
receivable. 
   

     December 31,  
  2023  2022 
Trade accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  69,245   $ 68,886
Unbilled accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4,725    11,915
  73,970    80,801
Less allowance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (246)  (218)
 $  73,724  $ 80,583
 

The Company maintains an allowance for potential credit losses based upon its assessment of the collectability 
of accounts receivable. Accounts are written off against the allowance when it is determined collection will not occur. 
The provision for credit losses was immaterial for both the years ended December 31, 2023 and 2022. 
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For the years ended December 31, 2023 and 2022, one customer represented 18% and 16%, respectively, of the 
Company’s consolidated net sales. 

Inventories 

Inventories consist of raw materials and finished goods, and are measured at the lower of cost or net realizable 
value (determined on a first-in, first-out or specific identification basis). Net realizable value is the estimated selling 
price in the ordinary course of business, less reasonably predictable costs of completion, disposal and transportation. 
Finished goods inventory represents primarily stock cards and Card@Once printers. The stock cards are not produced 
for a specific customer, but are ready to be personalized and sold as customer orders are received. The Company 
monitors inventory for events or circumstances that may indicate the net realizable value is less than the carrying value 
of inventory, such as negative margins, expiration of material usage and other forms of obsolescence, and records 
adjustments to the valuation of inventory, as necessary. 

For the year ended December 31, 2023 approximately 96% of the total value of our purchased microchips and 
antennas came from four main suppliers, and approximately 72% came from one supplier. Approximately 97% of the 
total value of our purchased microchips and antennas for the year ended December 31, 2022 came from four main 
suppliers, and approximately 68% came from one supplier. 

Plant, Equipment and Leasehold Improvements 

Plant, equipment and leasehold improvements are recorded at cost. Accumulated depreciation is computed 
using the straight-line method over the lesser of the estimated useful life of the related assets (generally 3 to 10 years for 
machinery and equipment, furniture, computer equipment, and leasehold improvements) or, when applicable, the lease 
term. Maintenance and repairs that do not extend the useful life of the respective assets are charged to expense as 
incurred. Capital expenditures are presented net of lessor reimbursements on the consolidated statement of cash flows for 
assets acquired when corresponding financing leases were contemplated to be executed at the asset purchase date and 
such financing leases are entered into shortly after asset acquisition. Any financing leases executed for the acquisition of 
right-of-use machinery and equipment assets are presented in the supplemental disclosures of non-cash information on 
the statement of cash flows. Financing leases are further described in Note 9, “Financing and Operating Leases.” 

Long-lived assets with finite lives are reviewed for impairment whenever events indicate that the carrying 
amount of the asset or the carrying amounts of the asset group containing the asset may not be recoverable. In such 
reviews, estimated undiscounted future cash flows associated with these assets or asset groups are compared with their 
carrying value to determine if a write-down to fair value is required.  

Goodwill and Intangible Assets 

The Company accounts for its goodwill under the authoritative guidance for goodwill and other intangible 
assets (ASC 350) and the provisions of ASU 2017-04, Simplifying the Test for Goodwill Impairment and tests at least 
annually or more frequently when an event occurs or circumstances change that indicates the carrying value may not be 
recoverable. The Company first assesses qualitative factors to determine whether it is necessary to perform the 
quantitative goodwill impairment test. The Company performs its goodwill impairment test by comparing the fair value 
of the reporting unit with the carrying amount. If this qualitative assessment indicates it is more likely than not the fair 
value of a reporting unit is less than the carrying amount, a one-step quantitative test is then performed. Factors 
management considers in this assessment include macroeconomic, industry and market considerations, overall financial 
performance (both current and projected), cost increases impacting earnings and cash flows, changes in management and 
strategy, and changes in the composition or carrying amount of net assets. In the event a reporting unit’s carrying value 
exceeds its fair value, the Company recognizes an impairment charge for the amount by which the carrying amount of 
the reporting unit exceeds its fair value. 

Acquired finite-lived intangible assets are amortized on a straight-line basis over the estimated useful lives of 
the assets, and are reviewed for impairment whenever events indicate that the carrying amount of the asset may not be 
recoverable. In such reviews, estimated undiscounted future cash flows associated with these assets are compared with 
their carrying value to determine if a write-down to fair value is required. 
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Sales Tax 

The Company records sales tax collected from its customers on a net basis, and therefore excludes it from net 
sales as defined in ASC 606, Revenue from Contracts with Customers. Cash collected from customers is recorded in 
accrued expenses on the Company’s consolidated Balance Sheet and then remitted to the proper taxing authority.  

Income Taxes 

The Company accounts for income taxes using an asset and liability approach to financial accounting and 
reporting for income taxes. Deferred income tax assets and liabilities are computed annually for differences between the 
financial statement and tax bases of assets and liabilities that will result in taxable or deductible amounts in the future 
based on enacted tax laws and rates applicable to the periods in which the differences are expected to affect taxable 
income. 

The Company has deferred tax assets and liabilities and maintains valuation allowances where it is more likely 
than not that all or a portion of deferred tax assets will not be realized. To the extent the Company determines that it will 
not realize the benefit of some or all of its deferred tax assets, then these deferred tax assets will be adjusted through the 
Company’s income tax expense in the period in which this determination is made. 

The Company establishes reserves for tax-related uncertainties based on estimates of whether, and the extent to 
which, additional taxes will be due. The reserves are established when the Company believes that certain positions are 
likely to be challenged and may not be fully sustained on review by tax authorities. The Company adjusts uncertain tax 
positions in light of changing facts and circumstances, such as the closing of a tax audit or refinement of an 
estimate. The Company recognizes the tax benefits from uncertain tax positions only when it is more likely than not, 
based on the technical merits of the position, that the tax position will be sustained upon examination, including the 
resolution of any related appeals or litigation. The Company recognizes interest and penalties related to unrecognized tax 
benefits as a component of income tax expense. 

Stock-Based Compensation 

The Company accounts for stock-based compensation pursuant to ASC 718, Share-Based Payments. All stock-
based compensation is required to be measured at fair value and expensed over the requisite service period. The 
Company accounts for forfeitures as they occur and reverses previously recognized expense for the unvested portion of 
the forfeited shares. The Company recognizes compensation expense on awards on a straight-line basis over the vesting 
period for each tranche of an award. Upon the exercise of stock options, shares of common stock are issued from 
authorized common shares. Refer to Note 16 “Stock-Based Compensation” for additional discussion regarding details of 
the Company's stock-based compensation plans. 

Net Sales 

Products Net Sales 

“Products” net sales are recognized when obligations under the terms of a contract with a customer are satisfied. 
In most instances, this occurs over time as cards are produced for specific customers and have no alternative use and the 
Company has an enforceable right to payment for work performed. For work performed but not completed and unbilled, 
the Company estimates revenue by taking actual costs incurred and applying historical margins for similar types of 
contracts. Items included in “Products” net sales are the design and production of Financial Payment Cards, including 
contact-EMV, contactless dual-interface EMV, contactless and magnetic stripe cards, CPI’s eco-focused solutions, 
including Second Wave and Earthwise cards made with upcycled plastic, metal cards, private label credit cards and retail 
gift cards. Card@Once printers and consumables are also included in “Products” net sales, and their associated revenues 
are recognized at the time of shipping. The Company includes gross shipping and handling revenue in net sales, and 
shipping and handling costs in cost of sales. 

Europay, Mastercard and Visa (“EMV®”) is a global technical standard maintained by EMV Co, LLC. EMV® is a registered trademark in the U.S. and 
other countries and an unregistered trademark elsewhere. The EMV trademark is owned by EMV Co, LLC. 
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Services Net Sales 
 

Net sales are recognized for “Services” as the services are performed. Items included in “Services” net sales 
include the personalization and fulfillment of Financial Payment Cards, providing tamper-evident secure packaging and 
fulfillment services to Prepaid Debit Card program managers, and SaaS personalization of instant issuance debit cards. 
As applicable, for work performed but not completed and unbilled, the Company estimates revenue by taking actual 
costs incurred and applying historical margins for similar types of contracts. 
 
Customer Contracts 

The Company often enters into Master Services Agreements (“MSAs”) with its customers. Generally, 
enforceable rights and obligations for goods and services occur only when a customer places a purchase order or 
statement of work to obtain goods or services under an MSA. The contract term as defined by ASC 606, Revenue from 
Contracts with Customers, is the length of time it takes to deliver the goods or services promised under the purchase 
order or statement of work. As such, the Company's contracts are generally short term in nature. 
 
Use of Estimates 

The accompanying consolidated financial statements have been prepared in accordance with accounting 
principles generally accepted in the United States of America (“GAAP”). These accounting principles require 
management to make assumptions and estimates relating to the reporting of assets and liabilities in its preparation of the 
consolidated financial statements. Significant items subject to such estimates and assumptions include the carrying 
amount of property and equipment, goodwill and intangible assets, leases, valuation allowances for inventories and 
deferred taxes, revenue recognized for work performed but not completed and uncertain tax positions. Actual results 
could differ from those estimates. 

 
Recent Accounting Pronouncements 

Recently Adopted Accounting Pronouncements 

In June 2016, the Financial Accounting Standards Board issued Accounting Standards Update (“ASU”) 
2016-13, Financial Instruments-Credit Losses (Topic 326): Measurement of Credit Losses on Financial Instruments, 
which changes the criteria under which credit losses on financial instruments (such as the Company’s trade receivables) 
are measured. The ASU introduces a new credit reserve model known as the Current Expected Credit Loss (“CECL”) 
model, which replaces the incurred loss impairment methodology previously used under GAAP with an expected loss 
methodology. Effective January 1, 2023, the Company adopted the CECL model. The adoption of the model did not 
have a material impact on the Company’s consolidated financial position or results of operations. 
 
Recently Issued Accounting Pronouncements 

 
In November 2023, the Financial Accounting Standards Board issued ASU 2023-07, Segment Reporting (Topic 

280): Improvements to Reportable Segment Disclosures, which will require enhanced segment disclosures.  Adoption of 
this accounting standard is effective for the Company for fiscal years beginning after December 15, 2023. The Company 
has elected not to early adopt this accounting standard in 2023. The Company is evaluating the impact of adoption of this 
standard and does not anticipate that the application of ASU 2023-07 will change which segments are currently reported 
or will have a material impact on the Company’s consolidated financial position and results of operations. 

In December 2023, the Financial Accounting Standards Board issued ASU 2023-09, Income Taxes (Topic 
740): Improvements to Income Tax Disclosures which will require a disaggregated rate reconciliation disclosure as well 
as additional information regarding taxes paid. Adoption of this accounting standard is effective for the Company for 
fiscal years beginning after December 15, 2024. The Company has elected not to early adopt this accounting standard in 
2023. The Company is evaluating the impact of adoption of this standard and does not anticipate that the application of 
ASU 2023-09 will have a material impact on the Company’s consolidated financial position and results of operations. 
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3. Net Sales 
 

The Company disaggregates its net sales by major source as follows: 
 

   

  For the year ended December 31, 2023 
      Products      Services     Total 
Debit and Credit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 250,047 $  111,010  $ 361,057
Prepaid Debit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —  84,237  84,237
Intersegment eliminations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (693)   (54) (747)

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 249,354 $  195,193  $ 444,547
   
   
  For the year ended December 31, 2022 

      Products      Services 
    

 Total 
Debit and Credit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 282,081 $  108,478  $ 390,559
Prepaid Debit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . —  86,136  86,136
Intersegment eliminations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (891)   (59) (950)

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 281,190 $  194,555  $ 475,745
 

 
4. Inventories 
 

Inventories are summarized below: 
 

   

  December 31, 
     2023      2022 
Raw materials . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  66,210  $ 61,434
Finished goods . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,162   10,300
Inventory reserve . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,778)  (3,335)
 $  70,594  $ 68,399
 

 
5. Plant, Equipment, Leasehold Improvements and Operating Lease Right-of-Use Assets 
 

Plant, equipment, leasehold improvements and operating lease right-of-use assets consisted of the following: 
 

   

  December 31, 
     2023      2022 
Machinery and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  67,506  $ 64,786
Machinery and equipment under financing leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  23,774   15,717
Furniture, fixtures and computer equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  107   3,072
Leasehold improvements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  16,335   14,703
Construction in progress . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  1,778   3,304
Operating lease right-of-use assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  19,989   17,518
  129,489   119,100
Less accumulated depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (66,436)  (61,922)
 $  63,053  $ 57,178
 

Operating lease right-of-use assets, net of accumulated amortization, are further described in Note 9, “Financing 
and Operating Leases.” 

 
There were no impairments of the Company’s plant, equipment, leasehold improvements and operating leases 

right-of-use assets for the years ended December 31, 2023 and 2022.  
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6. Goodwill and Other Intangible Assets 
 

The Company reports all of its goodwill in the Debit and Credit segment at December 31, 2023 and 2022. The 
Company completed its goodwill impairment testing as of October 1, 2023 and did not identify any goodwill impairment 
during the years ended December 31, 2023 and 2022.  
 

Intangible assets consist of customer relationships, acquired technology, and trademarks. There were no 
impairments of the Company’s amortizable intangible assets for the years ended December 31, 2023 and 2022. 

At December 31, 2023 and 2022, intangible assets, excluding goodwill, were comprised of the following: 
 

      

    December 31, 2023  December 31, 2022 
     Weighted Average         Accumulated    Net Book          Accumulated    Net Book
   Life (Years)  Cost  Amortization Value  Cost  Amortization Value 
Customer relationships . . . . .     17.2 $ 55,454 $ (41,971) $ 13,483 $ 55,454  $  (38,695) $ 16,759
Acquired technology  . . . . . .     10.0 7,101 (6,967) 134 7,101    (6,767) 334
Trademarks . . . . . . . . . . . . . .    8.7 3,330 (2,825) 505 3,330    (2,435) 895

Intangible assets subject  
to amortization . . . . . . . . .    $ 65,885 $ (51,763) $ 14,122 $ 65,885  $  (47,897) $ 17,988

 
The estimated future aggregate amortization expense for the identified amortizable intangibles noted above as 

of December 31, 2023 was as follows: 
 

   

2024 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  $ 3,630
2025 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .      3,440
2026 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   2,471
2027 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   1,947
2028 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   1,580
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   1,054
  $ 14,122
  
7. Fair Value of Financial Instruments 
 

Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an 
orderly transaction between market participants at the measurement date (exit price). In determining fair value, the 
Company utilizes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair value into 
three broad levels. The following is a brief description of those three levels: 

 
• Level 1 — Valuations based on unadjusted quoted prices in active markets for identical assets or liabilities 

accessible to the reporting entity at the measurement date. 

• Level 2 — Observable inputs other than Level 1 prices, such as quoted prices in active markets for similar 
assets and liabilities, quoted prices in markets that are not active or other inputs that are observable or can 
be corroborated by observable market data for substantially the full term for the assets or liabilities. 

• Level 3 — Valuations based on unobservable inputs for the asset or liability used to measure fair value to 
the extent that observable inputs are not available, thereby allowing for situations in which there is little, if 
any, market activity for the asset or liability at the measurement date. 
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The Company’s financial assets and liabilities that are not required to be re-measured at fair value in the 
consolidated balance sheets were as follows: 
 
      

  Carrying   Fair Value Measurement at 
  Value as of  Fair Value as of December 31, 2023 
  December 31, December 31, (Using Fair Value Hierarchy) 
     2023     2023     Level 1     Level 2     Level 3
Liabilities:    

Senior Notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 267,897 $ 261,834 $ —   $ 261,834 $ —
ABL Revolver . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ — $ — $ —  $ — $ —

 
      

  Carrying   Fair Value Measurement at 
  Value as of  Fair Value as of December 31, 2022 
  December 31, December 31, (Using Fair Value Hierarchy) 
     2022     2022     Level 1      Level 2     Level 3
Liabilities:    

Senior Notes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 285,000 $ 281,438 $ —   $  281,438 $ —
ABL Revolver . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 5,000 $ 5,000 $ —  $  5,000 $ —

 
The aggregate fair value of the Company’s Senior Notes (as defined in Note 10, “Long-Term Debt”) was based 

on bank quotes. The fair value measurement associated with the ABL Revolver (as defined in Note 10, “Long-Term 
Debt”) approximates its carrying value as of December 31, 2023, given the applicable variable interest rates and nature 
of the security interest in Company assets. 

  
The carrying amounts for cash and cash equivalents, accounts receivable and accounts payable each 

approximate fair value due to their short-term nature. 

8. Accrued Expenses 
 

Accrued expenses consisted of the following: 
 

   

     December 31, 
 2023  2022 
Accrued payroll and related employee expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  11,431   $ 7,727
Accrued employee performance bonuses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  667    8,576
Employer payroll taxes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  298   1,092
Accrued rebates . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,919   2,668
Estimated sales tax liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  351   622
Accrued interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  6,830    7,275
Current operating and financing lease liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  7,318   5,697
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  5,989   6,413

Total accrued expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  35,803  $ 40,070
 

Other accrued expenses as of December 31, 2023 and 2022 consisted primarily of federal income tax accruals, 
self-insurance claims that have yet to be reported, and the current portion of uncertain tax position reserves. 
 
9. Financing and Operating Leases 

 
Right-of-use (“ROU”) represents the right to use an underlying asset for the lease term, and lease liabilities 

represent the Company’s obligation to make lease payments arising from the lease. Operating lease ROU assets and 
liabilities are recognized at commencement date based on the present value of lease payments over the lease term. A 
lease is deemed to exist when the Company has the right to control the use of identified property, plant or equipment, as 
conveyed through a contract, for a certain period of time and consideration paid. The right to control is deemed to occur 
when the Company has the right to obtain substantially all of the economic benefits of the identified assets and the right 
to direct the use of such assets. Certain leases contain escalation provisions and/or renewal options, giving the Company 
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the right to extend the leases by up to 10 years. However, these options are generally not reflected in the calculation of 
the ROU assets and lease liabilities due to uncertainty surrounding the likelihood of renewal. 
 

The components of operating and finance lease costs were as follows: 
 
  

 Year Ended December 31, 
 2023  2022 
Operating lease costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  3,191  $ 3,064
Variable lease costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  741  642

Total expense from operating leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  3,932  $ 3,706
  
Finance lease costs:  

Right-of-use amortization expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  2,314  $ 1,718
Interest on lease liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  784  482

Total financing lease costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  3,098  $ 2,200
 

The following table reflects balances for operating and financing leases: 
 

   

 December 31,  
 2023  2022 
Operating leases:    

Operating lease right-of-use assets, net of amortization . . . . . . . . . . . . . . . . . . . . . . . . $  11,234  $ 10,705
   

Current operating lease liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  2,539  $ 2,355
Non-current operating lease liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  9,384   8,905
   Total operating lease liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  11,923  $ 11,260

   
Financing leases:   

Property, equipment and leasehold improvements. . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  23,774  $ 15,717
Accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (3,335)  (3,135)
   Total financing leases in property, equipment and leasehold improvements, net . . . $  20,439  $ 12,582

   
Current financing lease liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  4,779  $ 3,342
Non-current financing lease liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  13,327   7,355
   Total financing lease liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  18,106  $ 10,697

 
Finance and operating lease ROU assets are recorded in “Plant, equipment, leasehold improvements, and 

operating lease right-of-use assets, net.” Financing and operating lease liabilities are recorded in “Accrued expenses” and 
“Other long-term liabilities.” 
 

Components of lease expense were as follows: 
   

 December 31,  
 2023   2022 
Weighted-average remaining lease term:   
Operating leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.70  5.06
Financing leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.98  3.60
   
Weighted-average discount rate:   
Operating leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.19%  7.93%
Financing leases . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.28%  6.62%
 

Cash paid on operating lease liabilities was $2.4 million during the years ended December 31, 2023 and 2022, 
respectively. 
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Future cash payment with respect to lease obligations as of December 31, 2023 were as follows: 
 

   

 Operating  Financing  
 Lease  Leases 
Year Ending   
2024 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  3,310  $ 5,777
2025 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,851  5,472
2026 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,684  4,111
2027 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,518  3,180
2028 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2,185  1,919
Thereafter . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  574  —
   Total lease payments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  14,122  20,459
Less imputed interest . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,199) (2,353)
   Total   . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  11,923  $ 18,106
 
10. Long-Term Debt  
 

At December 31, 2023 and 2022, long-term debt consisted of the following: 
 

   

 December 31,  
     2023     2022 
Senior Notes (1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  267,897  $ 285,000
ABL Revolver . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   —   5,000
Unamortized deferred financing costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  (2,900)  (4,478)

Total long-term debt . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  264,997   285,522
Less current maturities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —   —

Long-term debt, net of current maturities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  264,997  $ 285,522

 
(1) The Senior Notes bear interest at a fixed rate of 8.625%. 
 

Senior Notes 

On March 15, 2021, the Company completed an offering by its wholly-owned subsidiary, CPI CG Inc., of 
$310.0 million aggregate principal amount of 8.625% Senior Secured Notes due 2026 (the “Senior Notes”) and related 
guarantees. The Senior Notes bear interest at a rate of 8.625% per annum and mature on March 15, 2026. Interest is 
payable on the Senior Notes on March 15 and September 15 of each year. 

The Company has obligations to make an offer to repay the Senior Notes, requiring prepayment in advance of 
the maturity date, upon the occurrence of certain events including a change of control, certain asset sales and based on an 
annual excess cash flow calculation. The annual excess cash flow calculation is determined pursuant to the terms of that 
certain Indenture, dated as of March 15, 2021, by and among CPI CG Inc., the Company, the subsidiary guarantors and 
U.S. Bank National Association, as trustee, with any required prepayments to be made after the issuance of the 
Company’s annual financial statements. No such payment is required to be made in 2024 and was not required to be 
made in 2023 based on the Company’s operating results for the years ended December 31, 2023 and 2022, respectively. 

 
During the year ended December 31, 2023, the Company used cash on hand and available borrowing capacity 

under the Company’s asset-based, senior secured revolving credit facility (described in more detail below, the “ABL 
Revolver”) to retire a portion of the Senior Notes totaling $17.1 million of the principal amount thereof plus accrued and 
unpaid interest thereon to the retirement dates. 

During the year ended December 31, 2022, the Company used cash on hand and available borrowing capacity 
under the ABL Revolver to fund the redemption and purchase of a portion of the Senior Notes totaling $25.0 million of 
the principal amount thereof plus accrued and unpaid interest thereon to the retirement dates. The difference between the 
par value and the purchase price of $0.5 million is recorded in “Interest, net” on the consolidated statement of 
comprehensive income for the year ended December 31, 2022. 
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The Senior Notes are guaranteed by the Company and certain of its current and future wholly-owned domestic 
subsidiaries (other than CPI CG Inc. as the issuer of the Senior Notes) that guarantee the ABL Revolver. The Senior 
Notes are secured by substantially all of the assets of CPI CG Inc. and the guarantors, subject to customary exceptions. 
The ABL Revolver is guaranteed by the Company and its subsidiaries (other than CPI CG Inc. as borrower and excluded 
subsidiaries), and is secured by substantially all of the assets of CPI CG Inc. and the guarantors, subject to customary 
exceptions. 

The Senior Notes and the ABL Revolver contain covenants limiting the ability of the Company, CPI CG Inc. 
and the Company’s restricted subsidiaries to, among other things, incur or guarantee additional debt or issue disqualified 
stock or certain preferred stock; create or incur liens; pay dividends, redeem stock or make other distributions; make 
certain investments; create restrictions on the ability of CPI CG Inc. and its restricted subsidiaries to pay dividends to the 
Company or make other intercompany transfers; transfer or sell assets; merge or consolidate; and enter into certain 
transactions with affiliates, subject to a number of important exceptions and qualifications as set forth in the respective 
agreements. 

ABL Revolver 

On March 15, 2021, the Company and CPI CG Inc., as borrower, entered into a Credit Agreement with Wells 
Fargo Bank, National Association, as lender, administrative agent and collateral agent, providing for the ABL Revolver 
with revolving credit. The ABL Revolver matures on the earliest to occur of March 15, 2026 and the date that is 90 days 
prior to the maturity of the Senior Notes. On March 3, 2022, the Company and CPI CG Inc. entered into Amendment 
No. 1 to the Credit Agreement (the “Amendment”), which amended the ABL Revolver. The Amendment, among other 
things, increased the available borrowing capacity under the ABL Revolver to $75.0 million, increased the uncommitted 
accordion feature to $25.0 million from $15.0 million, and revised the interest rate provisions to replace the prior LIBOR 
benchmark with updated benchmark provisions using the secured overnight financing rate (“SOFR”) as administered by 
the Federal Reserve Bank of New York. On October 11, 2022, the Company and CPI CG Inc. entered into Amendment 
No. 2 to the Credit Agreement, which amended the ABL Revolver to adjust certain monthly document delivery terms 
and to clarify the treatment of certain inventory. 

 
Borrowings under the amended ABL Revolver bear interest at a rate per annum equal to the applicable term 

SOFR adjusted for a credit spread, plus an applicable interest rate margin. The Company may select a one, three or six 
month term SOFR, which is adjusted for a credit spread of 0.10% to 0.30% depending on the term selected. Through 
March 31, 2023, the applicable interest rate margin ranged from 1.50% to 1.75% depending on the average excess 
availability of the facility for the most recently completed quarter. The unused portion of the ABL Revolver commitment 
accrued a monthly unused line fee, 0.50% per annum through March 31, 2023, multiplied by the aggregate amount of 
Revolver commitments less the average Revolver usage during the immediately preceding month. The interest rate 
margin and unused line fee percentage changed, effective April 1, 2023, to between 1.25% and 1.75% (interest rate 
margin) and 0.375% and 0.50% (unused line fee). 

 
The ABL Revolver includes limitations on the Company’s ability to borrow in certain situations, including 

limitations based on the calculation of a borrowing capacity and further limitations that are triggered if the amount 
available to borrow under the ABL Revolver is less than $7.5 million. The borrowing capacity represents the net 
availability under the ABL Revolver and is calculated as the lesser of a) the total of certain eligible assets, including 
cash, accounts receivable and inventories, further reduced by stated contribution percentages and adjustments or b) the 
$75.0 million of available borrowing capacity under the ABL Revolver (“Borrowing Base”). The Borrowing Base is 
further reduced by credit line reserves, letters of credit, as well as the loan ledger balance outstanding on the ABL 
Revolver. Additionally, commencing with the month immediately following a date on which borrowing capacity is 
below $7.5 million and until such time that borrowing capacity equals or exceeds $7.5 million for 30 consecutive days, 
the Company must maintain a fixed charge coverage ratio (as defined in the Credit Agreement for the ABL Revolver) 
greater than 1.00, calculated for the trailing 12 months, in order to borrow under the ABL Revolver. 

Deferred Financing Costs and Discount 

Certain costs and discounts incurred with borrowings are reflected as a reduction to the long-term debt balance. 
These costs are amortized as an adjustment to interest expense over the life of the borrowing using the effective-interest 
rate method. The remaining unamortized debt issuance costs recorded on the Senior Notes were $2.9 million and are 
reported as a reduction to the long-term debt balance as of December 31, 2023. The remaining unamortized net discount 
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and debt issuance costs on the ABL Revolver and related Amendment were $1.0 million and are recorded as other assets 
(current and long-term) on the consolidated balance sheet as of December 31, 2023. 

11. Income Taxes  
 

Income tax expense and effective income tax rates consist of the following: 
 

    

  December 31,  
     2023      2022     
Current taxes:   

Domestic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  10,126  $ 11,047
Foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  20    5

  10,146    11,052
Deferred taxes:   

Domestic . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  331    1,554
Foreign . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  —    1

  331    1,555
Income tax expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  10,477  $ 12,607
Income before income taxes:   

Domestic income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  34,400  $ 49,108
Foreign income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  62    39

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  34,462  $ 49,147
Effective income tax rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  30.4 %  25.7 %
 

The Company’s effective tax rates on pre-tax income were 30.4% and 25.7% for the years ended December 31, 
2023 and 2022, respectively. The increase in the Company’s effective tax rate for the year ended December 31, 2023, 
compared to the prior year was primarily due to tax deductibility limitations on executive compensation and a decrease 
in unrecognized tax benefits liabilities during the year ended December 31, 2022 due to the lapse of the statute of 
limitations. 

 
For the year ended December 31, 2023 and 2022, the effective tax rate differs from the U.S. federal statutory 

income tax rate as follows: 
 

    

  December 31,  
      2023      2022     
Tax at federal statutory rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   21.0 % 21.0 %
State taxes, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   4.4   5.4
Unrecognized tax benefits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   0.1  (2.0)
Deductibility limitations on excess compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   3.3  0.4
Tax credits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (0.5) (0.1)
Permanent items . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   2.0  1.0
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   0.1   —

Effective income tax rate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   30.4 % 25.7 %
 

For the year ended December 31, 2023, the effective tax rate differs from the federal statutory rate primarily 
due to state income taxes, which had a tax rate impact of 4.4%. Other items impacting the effective tax rate in 2023 
include tax deductibility limitations on executive compensation and permanent items. For the year ended December 31, 
2022, the effective tax rate differs from the federal statutory rate primarily due to state income taxes, which had a tax 
rate impact of 5.4%, and a decrease in unrecognized tax benefits primarily relating to an asset basis tax position and 
research and development tax credits as a result of a lapse of the statute of limitations. 
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The components of the deferred tax assets and liabilities are as follows: 
 

    

  December 31, 
      2023      2022 
Deferred tax assets:   

Accrued expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  1,928  $ 3,830
Net operating loss carryforward . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   130  257
Stock compensation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   1,798  1,303
Interest limitation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   1,689  2,474
Lease liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   3,026  2,891
Capital loss carryover . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   2,110  2,135
Research and development costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   1,350  1,434
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   3,244  3,609

Total gross deferred tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   15,275  17,933
Valuation allowance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (2,616) (2,791)

Net deferred tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   12,659  15,142
Deferred tax liabilities:   

Plant, equipment and leasehold improvements. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (8,825) (9,510)
Intangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (6,745) (8,020)
Right-of-use assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (2,851) (2,749)
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (1,377) (1,671)

Total gross deferred tax liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    (19,798) (21,950)
Net deferred tax liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  (7,139) $ (6,808)

 
The valuation allowance as of December 31, 2023, is primarily relating to a capital loss realized on the sale of a 

foreign subsidiary whereby the Company does not anticipate a capital gain in the foreseeable future that would allow for 
the recognition of the capital loss carryover. In addition, the Company has a partial valuation allowance on certain state 
interest deduction limitations, which the Company estimates may not be fully utilized. 

Under a provision in the 2017 U.S. Tax Cuts and Jobs Act, beginning in 2022, research and development costs 
incurred are no longer allowed as an immediate deduction for federal income tax purposes. Rather, these expenditures 
incurred must be capitalized and amortized over a five-year period for activities conducted in the United States and a 15 
year period for activities conducted outside the United States. 

The Company has a minimal amount of state and local operating loss carryforwards which will expire at 
various dates from 2032 to 2038. The Company does expect to be able to utilize these losses prior to expiration. 

The Company has recorded compensation for certain covered employees in excess of $1.0 million per year. 
Under Internal Revenue Code (IRC) Section 162(m), the Company is prohibited from deducting the amount of tax 
compensation that exceeds $1.0 million per year for these employees. The covered employees are defined as the Chief 
Executive Officer (“CEO”), Chief Financial Officer (“CFO”), and the three next-highest-compensated officers of the 
Company. The Company considers the impact of the estimated IRC Section 162(m) limitations on the future 
deductibility of existing temporary differences. 

Unrecognized Tax Benefits 

Unrecognized tax benefits represent the aggregate tax effect of differences between the tax return positions and 
the amounts otherwise recognized in the Company’s consolidated financial statements, and are reflected in “Accrued 
expenses” and “Other long-term liabilities” in the Company’s consolidated balance sheets. The Company accounts for 
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uncertain tax positions by recognizing the financial statement effects of a tax provision only when based upon the 
technical merits, it is “more-likely-than-not” that the tax position will be sustained upon examination.  
  

Balance as of December 31, 2022 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    $ 1,395
Increase related to current year tax position . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   42
Increase related to prior year tax position . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   22
Decrease related to prior year tax position . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (62)
Decrease related to settlements with tax authorities, net of federal benefit . . . . . . . . . . . . . . . . . . . . . . . . . .   (80)
Balance as of December 31, 2023 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   $ 1,317
 

The Company recognizes interest and penalties with respect to unrecognized tax benefits as a component of 
income tax expense. The amount of accrued interest and penalties related to unrecognized tax benefits was $0.3 million 
for the years ended December 31, 2023 and 2022, respectively. 

The Company believes that it is reasonably possible that approximately $0.9 million of its unrecognized tax 
benefits may be recognized by the end of 2024 as a result of a lapse of the statute of limitations, which is reflected in 
“Accrued expenses” in the Company’s consolidated balance sheet as of December 31, 2023. 

12. Stockholders’ Deficit 

Common Stock 

Common Stock has a par value of $0.001 per share. Holders of Common Stock are entitled to receive dividends 
and distributions subject to the participation rights of holders of all classes of stock at the time outstanding, as such 
holders may have prior rights as to dividends pursuant to the rights of any series of Preferred Stock. Upon any 
liquidation, dissolution, or winding up of the Company, after required payments are made to holders of any series of 
Preferred Stock, any remaining assets of the Company will be distributed ratably to the holders of Common Stock. 
Holders of Common Stock are entitled to one vote per share.  
 
Share Repurchases 
 

On November 2, 2023, the Company's board of directors approved a share repurchase plan authorizing the 
Company to repurchase up to $20.0 million of the Company's common stock, par value $0.001 per share. This 
authorization expires on December 31, 2024.  
 

During the year ended December 31, 2023, the Company repurchased 13,180 shares, on a trade date basis, of its 
common stock at an average price of $18.93 per share, excluding commissions, or $0.3 million in aggregate. In 
accordance with the Stock Repurchase Agreement entered into on December 6, 2023, the Company is obligated to 
purchase 39,540 shares from Tricor Pacific Capital Partners (Fund IV) US, LP, which is one of the Company’s majority 
stockholders and affiliated with Parallel49 Equity, at an average price of $18.55 per share as of December 31, 2023, 
payment for which is due in the second quarter of 2024. 
 
13. Earnings per Share 

Basic and diluted earnings per share is computed by dividing net income by the weighted-average number of 
common shares outstanding during the period. Diluted earnings per share reflects the potential dilution that could occur 
if outstanding stock options at the presented dates are exercised and shares of restricted stock have vested. For the years 
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ended December 31, 2023 and 2022, 72,049 and 27,813 potentially dilutive securities, respectively, are excluded from 
the calculation of diluted earnings per share because their inclusion would be anti-dilutive. 

 
The following table sets forth the computation of basic and diluted earnings per share: 

 
   

  Year Ended December 31, 
     2023  2022 
Numerator:          

Net income  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  23,985  $ 36,540
  
Denominator:     

Basic weighted-average common shares outstanding . . . . . . . . . . . . . . . . . . . . . . . . . . . .   11,426,124  11,291,202
Dilutive shares. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  491,432  457,903
Diluted weighted-average common shares outstanding. . . . . . . . . . . . . . . . . . . . . . . . . . .  11,917,556 11,749,105
  

Basic earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  2.10  $ 3.24
  

Diluted earnings per share . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  2.01 $ 3.11
 

 
14. Commitments and Contingencies 

Commitments 

Refer to Note 9 “Financing and Operating Leases” for details on the Company’s future cash payments with 
respect to financing and operating leases. During the normal course of business, the Company enters into non-
cancellable agreements to purchase goods and services, including production equipment and information technology 
systems. The Company leases real property for its facilities under non-cancellable operating lease agreements. Land and 
facility leases expire at various dates between 2024 and 2029 and contain various provisions for rental adjustments and 
renewals. The leases typically require the Company to pay property taxes, insurance and normal maintenance costs. The 
Company’s financing leases expire at various dates between 2024 and 2028 and contain purchase options which the 
Company may exercise to keep the machinery in use. 

Contingencies 

In accordance with applicable accounting guidance, the Company establishes an accrued expense when loss 
contingencies are both probable and estimable. In such cases, there may be an exposure to loss in excess of any amounts 
accrued. As a matter develops, the Company, in conjunction with any outside counsel handling the matter, evaluates on 
an ongoing basis whether such matter presents a loss contingency that is probable and estimable. Once the loss 
contingency is deemed to be both probable and estimable, the Company will establish an accrued expense and record a 
corresponding amount of expense. The Company expenses professional fees associated with litigation claims and 
assessments as incurred. 

Smart Packaging Solutions SA v. CPI Card Group Inc. 
 

On April 20, 2021, Smart Packaging Solutions, SA (“SPS”) filed a patent infringement lawsuit against the 
Company in the United States District Court for the District of Delaware seeking an unspecified amount of damages and 
equitable relief. In the complaint, SPS alleges that the Company infringed four patents that SPS has exclusively licensed 
from Feinics AmaTech Teoranta. The patents all relate to antenna technology. SPS alleges that the Company 
incorporates the patented technology into its products that use contactless communication. The Company does not 
produce antennas; it purchases certain antenna-related components from SPS and a number of other suppliers. The 
Company’s motion to dismiss the complaint is currently pending. Additionally, a third party, Infineon, filed requests for 
Inter Parties Review (“IPR”) proceedings concerning each of the four patents. As a result, the Delaware District Court 
stayed the case pending resolution of the requests for review. The United States Patent Office has instituted proceedings 
with respect to all of the IPR requests; three of the patents have been invalidated in the IPR proceedings and one remains 
under review. The patent owner, Feinics AmaTech Teoranta, initially appealed the invalidation of the three patents but 
subsequently elected to dismiss those appeals. Should the remaining patent survive review by the United States Patent 
Office, the Company intends to defend the suit vigorously. However, no assurance can be given that this matter will be 
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resolved favorably. Due to the stage of this matter, the Company is unable to predict the outcome or the possible loss or 
range of loss, if any, associated with this matter, and no liability has been recorded as of December 31, 2023.  

 
In addition to the matter described above, the Company may be subject to routine legal proceedings in the 

ordinary course of business. The Company believes that the ultimate resolution of any such matters will not have a 
material adverse effect on its business, financial condition or results of operations. 

 
Voluntary Disclosure Program 

The Company is subject to unclaimed or abandoned property (escheat) laws which require it to turn over to 
state governmental authorities the property of others held by the Company that has been unclaimed for specified periods 
of time. Property subject to escheat laws generally relates to uncashed checks, trade accounts receivable credits and 
unpaid payable balances. During the second quarter of 2022, the Company received a letter from the Delaware Secretary 
of State inviting the Company to participate in the Delaware Secretary of State’s Abandoned or Unclaimed Property 
Voluntary Disclosure Agreement Program to avoid being sent an audit notice by the Delaware Department of Finance. 
On August 31, 2022, the Company entered into Delaware’s Voluntary Disclosure Agreement Program in order to 
voluntarily comply with Delaware’s abandoned property law in exchange for certain protections and benefits. The 
Company intends to work in good faith to complete a review of its books and records related to unclaimed or abandoned 
property during the periods required under the program. Any potential loss, or range of loss, that may result from these 
matters is not currently reasonably estimable. 

15. Employee Benefit Plan 

The Company maintains a qualified defined-contribution plan under the provisions of the Internal Revenue 
Code Section 401(k), which covers substantially all employees in the United States who meet certain eligibility 
requirements. Under the plan, participants may defer their salary subject to statutory limitations and may direct the 
contributions among various investment options. The Company matches 100% of the participant’s first 3% of deferrals 
and 50% matching on each of the 4th and 5th percent contributed by the participant. As the Company operates the plan as 
a safe harbor 401(k) plan, the Company’s match is 100% vested at the time of the match. 

The aggregate amounts charged to expense in connection with the plan were $2.1 million and $1.9 million for 
the years ended December 31, 2023 and 2022, respectively. 

16. Stock-Based Compensation 

CPI Card Group Inc. Omnibus Incentive Plan  

In October 2015, the Company adopted the CPI Card Group Inc. Omnibus Incentive Plan (as amended and 
supplemented, the “Omnibus Plan”) pursuant to which cash and equity-based incentives may be granted to participating 
employees, advisors and directors. As of December 31, 2023, there were 2,200,000 shares issuable under the Omnibus 
Plan, and there were 111,737 shares of Common Stock available for grant under the Omnibus Plan. Options have 7-year 
terms and are issued with exercise prices equal to the fair market value of the Company’s common stock on the grant 
date. 
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The following is a summary of the activity in outstanding stock options under the Omnibus Plan: 
   

             
    Weighted-Average  
  Weighted-Average  Remaining Aggregate
  Exercise  Contractual Term Intrinsic 
 Options Price  (in Years) Value 
Outstanding as of December 31, 2022 . . . . . . . . . . . . . . . . . . . . . . . 780,623 $ 18.12  4.65 $ 15,902

Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 139,648 22.23   6.26
Exercised . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (8,295) 12.36  —
Expired . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,409) 23.72  —
Forfeited . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,129) 20.09  —

Outstanding as of December 31, 2023 . . . . . . . . . . . . . . . . . . . . . . . 909,438 $ 18.79  4.06 $ 6,482
Options vested and exercisable as of December 31, 2023 . . . . . . . 749,317 $ 18.26  3.62 $ 6,326
Options vested and expected to vest as of December 31, 2023 . . . 909,438 $ 18.79  4.06 $ 6,482

The following is a summary of the activity in unvested stock options under the Omnibus Plan: 
   

     
    Weighted-Average 
    Grant-Date  
  Number  Fair Value 
Unvested as of December 31, 2022 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   100,059  $ 6.02

Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   139,648   11.21
Vested . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (78,457)   15.19
Forfeited . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   (1,129)   12.09

Unvested as of December 31, 2023 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   160,121  $ 10.92

Unvested stock options of 160,121 as of December 31, 2023 have a seven-year term and are expected to vest 
ratably over a two-year period on each anniversary of the grant date. The weighted average fair value of options granted 
during the years ended December 31, 2023 and 2022 was $11.21 and $8.99, respectively. The total fair value of options 
vested during the years ended December 31, 2023 and 2022 was $1.2 million and $1.0 million, respectively. 

The fair value of the stock option awards granted for the years ended December 31, 2023, were determined 
using a Black-Scholes option-pricing model with the following weighted-average assumptions: 
 
   

   December 31, 
  2023  2022 
Expected term in years (1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  2.90  4.25
Volatility (2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  73.16 % 77.58 %
Risk-free interest rate (3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  4.46 % 2.86 %
Dividend yield (4) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  — % — %

 
(1) The Company estimated the expected term based on the average of the weighted-average vesting period and the contractual term of the 

stock option awards by utilizing the “simplified method,” as the Company does not have sufficient available historical data to estimate the 
expected term of these stock option awards. 

(2) Volatility was based on a weighting of the Company’s historical volatility and its peer group, which is comprised of companies with 
similar industry, size and financial leverage. 

(3) The risk-free interest rate was determined by using the United States Treasury rate for the period consistent with the expected option term 
described above. 

(4) The Company’s expected annual dividend yield was zero based on current practice.  
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The following table summarizes the changes in the number of outstanding restricted stock units for the year 
ended December 31, 2023 under the Omnibus Plan: 

 
   

  Weighted-Average
                Remaining 
    Weighted-Average  Amortization 
    Grant-Date  Period 
  Shares   Fair Value  (in Years) 
Outstanding as of December 31, 2022 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 98,664 $  25.23   
Granted . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 699,281  21.39   
Vested . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (80,580)  27.07   
Forfeited . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (4,005)  26.85   
Outstanding as of December 31, 2023 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 713,360 $  21.25  2.18

 
The restricted stock unit awards contain conditions associated with continued employment or service. 

Restricted stock units granted in 2023 are expected to vest ratably over a two or three-year period on each anniversary of 
the grant date. On the vesting date, shares of Common Stock will be issued to the award recipients. The weighted 
average fair value of restricted stock units granted during the years ended December 31, 2023 and 2022 was $21.39 and 
$16.87, respectively. The total fair value of shares vested during the year ended December 31, 2023 and 2022 was $2.2 
million and $1.3 million, respectively.  

 
Beginning in the first quarter of 2023, the Company’s employees that participate in the Company’s long-term 

incentive program received a quarterly grant comprising one-fourth of the annual equity-based incentive component of 
their total compensation. Executive awards are awarded as a mix of restricted stock units and nonqualified stock options, 
and other employee awards are comprised solely of restricted stock units. The number of shares awarded will be 
determined based on the grant-date fair value for nonqualified stock options and on a value tied to the monthly average 
closing price of the Company’s common stock for restricted stock units. 

In June 2023, the Company implemented an additional long-term incentive program under the Omnibus Plan, 
independent of the quarterly awards described above, designed to retain and incentivize executive officers and certain 
key employees, excluding the Company’s President and CEO, comprised of restricted stock units. The first tranche was 
awarded in June 2023, the second tranche was awarded in August 2023, and the third and final tranche was awarded in 
November 2023. The awards vest ratably over a three-year period, subject to continued employment. 

In June 2023, the Company also announced an award comprised of 25% nonqualified stock options and 75% 
restricted stock units to its CEO as an incentive to remain employed by the Company through February 28, 2024. The 
first one-third of the awards was granted in June 2023, the second one-third was granted in August 2023, and the 
remainder was granted in November 2023. All of these awards will vest ratably over a two-year period irrespective of 
employment status with expense related to these awards to be recognized by the Company through February 28, 2024. 
As part of the CEO’s incentive package, the requisite service and exercise periods for his awards granted in 2023 prior to 
June 2023 were also modified with expense related to the modification being recognized in June 2023 through 
February 2024. 

Compensation expense for the Omnibus Plan for the years ended December 31, 2023 and 2022 was $7.5 million 
and $3.5 million, respectively. As of December 31, 2023, the total unrecognized compensation expense related to unvested 
options and restricted stock units was $10.2 million, which the Company expects to recognize over an estimated weighted-
average period of approximately 2.0 years. 

17. Segment Reporting 

The Company has identified reportable segments that represent 10% or more of its net sales, EBITDA (as 
defined below) or total assets, or when the Company believes information about the segment would be useful to the 
readers of the financial statements. The Company’s chief operating decision maker is its CEO, who is charged with 
management of the Company and is responsible for the evaluation of operating performance and decision making about 
the allocation of resources to operating segments based on measures, such as net sales and EBITDA. 
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EBITDA is the primary measure used by the Company’s chief operating decision maker to evaluate segment 
operating performance. As the Company uses the term, “EBITDA” is defined as income before interest expense, income 
taxes, depreciation and amortization. The Company’s chief operating decision maker believes EBITDA is a meaningful 
measure and is useful as a supplement to GAAP measures as it represents a transparent view of the Company’s operating 
performance that is unaffected by fluctuations in property, equipment and leasehold improvement additions. The 
Company’s chief operating decision maker uses EBITDA to perform periodic reviews and comparison of operating 
trends and to identify strategies to improve the allocation of resources amongst segments. 

As of December 31, 2023, the Company’s reportable segments were as follows: 

• Debit and Credit; 
• Prepaid Debit; 
• Other. 

 
Debit and Credit Segment 

The Debit and Credit segment primarily produces Financial Payment Cards and provides integrated card 
services, including digital services, for card-issuing financial institutions primarily in the United States. Products 
produced by this segment primarily include EMV and non-EMV Financial Payment Cards, including contact and 
contactless cards, and eco-focused cards. The Company also sells Card@Once instant card issuance solutions, and 
private label credit cards that are not issued on the networks of the Payment Card Brands. The Company provides print-
on-demand services, where images, personalized payment cards, and related collateral are produced on a one-by-one, on 
demand basis for customers. This segment also provides a variety of integrated card services, including card 
personalization and fulfillment services and instant issuance services. The Debit and Credit segment facilities and 
operations are audited for compliance with the standards of the PCI Security Standards Council by multiple Payment 
Card Brands. 

Prepaid Debit Segment 

The Prepaid Debit segment primarily provides integrated prepaid card services to Prepaid Debit Card providers 
primarily in the United States, including tamper-evident security packaging. This segment also produces Financial 
Payment Cards issued on the networks of the Payment Card Brands that are included in the tamper-evident security 
packages. The Prepaid Debit segment facilities and operations are audited for compliance with the standards of the PCI 
Security Standards Council by multiple Payment Card Brands. 

Other 

The Other segment includes corporate expenses.  
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Performance Measures of Reportable Segments 

Net sales and EBITDA of the Company’s reportable segments, as well as a reconciliation of total segment 
EBITDA to income from operations and net income for the year ended December 31, 2023 and 2022, were as follows: 
 
     

    Year Ended December 31, 2023 

 
Debit and 

Credit 
Prepaid 

Debit     Other      
Intersegment 
Eliminations     Total 

Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 361,057 $ 84,237 $ —  $  (747) $ 444,547
Cost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 234,281 55,524 —    (747) 289,058

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126,776 28,713 —    —  155,489
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . 31,870 3,786 58,243    —  93,899

Income (loss) from operations . . . . . . . . . . . . . . $ 94,906 $ 24,927 $ (58,243) $  —  $ 61,590
     
EBITDA by segment:     

Income (loss) from operations . . . . . . . . . . . . . . $ 94,906 $ 24,927 $ (58,243) $  —  $ 61,590
Depreciation and amortization . . . . . . . . . . . . . . 9,025 2,860 4,046    —  15,931
Other income (expenses) . . . . . . . . . . . . . . . . . . 29 (1) (243)   —  (215)

EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 103,960 $ 27,786 $ (54,440) $  —  $ 77,306
 

     

    Year Ended December 31, 2022 

 
Debit and 

Credit     
Prepaid 

Debit     Other      
Intersegment 
Eliminations     Total 

Net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 390,559 $ 86,136 $ —  $  (950)  $ 475,745
Cost of sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 246,345 54,583 —    (950)  299,978

Gross profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 144,214 31,553 —    —  175,767
Operating expenses . . . . . . . . . . . . . . . . . . . . . . . . 34,169 5,976 56,492    —  96,637

Income (loss) from operations . . . . . . . . . . . . . . $ 110,045 $ 25,577 $ (56,492)  $  —  $ 79,130
     
EBITDA by segment:     

Income (loss) from operations . . . . . . . . . . . . . . $ 110,045 $ 25,577 $ (56,492)  $  —  $ 79,130
Depreciation and amortization . . . . . . . . . . . . . . 8,440 2,310 4,136    —  14,886
Other income (expenses) . . . . . . . . . . . . . . . . . . (7) (43) (317)    —  (367)

EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $ 118,478 $ 27,844 $ (52,673)  $  —  $ 93,649
 

    

  December 31, 
 2023      2022 
Net income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  23,985   $ 36,540
Interest, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    26,913  29,616
Income tax expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   10,477  12,607
Depreciation and amortization . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .    15,931  14,886

EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  77,306   $ 93,649
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Balance Sheet Data of Reportable Segments 
 

Total assets of the Company’s reportable segments as of December 31, 2023 and 2022 were as follows: 
 

    

 December 31, 
 2023      2022 
Debit and Credit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  235,680   $ 238,610
Prepaid Debit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   38,265  38,138
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   19,738  19,918

Total assets  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  293,683   $ 296,666
 
Capital Expenditures of Reportable Segments 
 

Total capital expenditures of the Company’s reportable segments as of December 31, 2023 and 2022 were as 
follows: 
 
    

 December 31, 
 2023      2022 
Debit and Credit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  5,116   $ 15,283
Prepaid Debit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   963  2,309
Other . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   326  275

Total company capital expenditures  . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  6,405   $ 17,867
 
Net Sales by Product and Services 
 

Net sales from products and services sold by the Company for the years ended December 31, 2023 and 2022 
were as follows: 

 
    

 December 31, 
 2023     2022 
Product net sales(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  249,354  $ 281,190
Services net sales(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .   195,193  194,555

Total net sales . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . $  444,547   $ 475,745
 

(1) “Products” net sales include the design and production of Financial Payment Cards in contact-EMV, contactless EMV, metal, contactless 
and magnetic stripe card formats. The Company also generates “Products” revenue from the sale of Card@Once printers and consumables, 
private label credit cards and retail gift cards. 

(2) “Services” net sales include revenue from the personalization and fulfillment of Financial Payment Cards, providing tamper-evident 
security packaging and fulfillment services to Prepaid Debit Card program managers and SaaS personalization of instant issuance cards. 
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Item 9. Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 
 

None. 
 
Item 9A. Controls and Procedures 

Evaluation of Disclosure Controls and Procedures 
  

 Under the supervision of and with the participation of our management, including our CEO and our CFO, we 
conducted an evaluation of the effectiveness of our disclosure controls and procedures (as defined in Rules 
13a-15(e) and 15d-15(e) under the Securities Exchange Act of 1934, as amended (the “Exchange Act”) as of 
December 31, 2023. Disclosure controls and procedures are designed to ensure that information required to be disclosed 
by us in our Exchange Act reports is recorded, processed, summarized, and reported within the time periods specified in 
the SEC’s rules and forms, and that such information is accumulated and communicated to our management, including 
our CEO and CFO, as appropriate to allow timely decisions regarding required disclosure. Based upon that evaluation, 
as discussed below, our CEO and CFO have concluded that, as of the end of the period covered by this Annual Report 
on Form 10-K, our disclosure controls and procedures were effective as of December 31, 2023.  
 
Management’s Report on Internal Control over Financial Reporting 
  

Management, including our principal executive officer and principal financial officer, is responsible for 
establishing and maintaining adequate internal control over financial reporting for the Company. The Company’s 
internal control over financial reporting was designed to provide reasonable assurance regarding the reliability of 
financial reporting and the preparation and fair presentation of published financial statements in accordance with 
generally accepted accounting principles. The Company’s internal control over financial reporting includes those 
policies and procedures that (i) pertain to the maintenance of records that, in reasonable detail, accurately and fairly 
reflect the transactions and dispositions of the assets of the Company; (ii) provide reasonable assurance that transactions 
are recorded as necessary to permit preparation of financial statements in accordance with generally accepted accounting 
principles, and that receipts and expenditures of the Company are being made only in accordance with authorizations of 
the Company’s management and directors; and (iii) provide reasonable assurance regarding prevention or timely 
detection of unauthorized acquisition, use or disposition of the Company’s assets that could have a material effect on the 
financial statements.  

 
Based on its inherent limitations, internal control over financial reporting may not prevent or detect 

misstatements. Also, projections of any evaluation of effectiveness to future periods are subject to the risk that controls 
may become inadequate because of changes in conditions, or that the degree of compliance with the policies and 
procedures may deteriorate. 

 
Management has assessed the effectiveness of the Company’s internal control over financial reporting as of 

December 31, 2023 based on criteria established in Internal Control – Integrated Framework (2013) issued by the 
Committee of Sponsoring Organizations of the Treadway Commission. Based on the results of its evaluation, the 
Company’s management concluded that as of December 31, 2023, the Company’s internal control over financial 
reporting is effective. The Company’s independent registered public accounting firm audited the consolidated financial 
statements and related notes in the Annual Report on Form 10-K and have issued an audit report on the effectiveness of 
the Company’s internal control over financial reporting. Their report appears in this Annual Report on Form 10-K. 
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Changes in Internal Control over Financial Reporting  
  

There have been no changes in our internal control over financial reporting identified in connection with the 
evaluation required by Rules 13a-15(d) and 15d-15(d) of the Exchange Act that occurred during our fourth quarter of 
2023 that have materially affected, or are reasonably likely to materially affect, our internal control over financial 
reporting. 

Item 9B. Other Information 
 

During the three months ended December 31, 2023, no directors or officers of the Company adopted or 
terminated any Rule 10b5-1 trading arrangements or non-Rule 10b5-1 trading arrangements (each as defined in Item 
408(a) of Regulation S-K). 
 
Item 9C. Disclosure Regarding Foreign Jurisdictions that Prevent Inspections 
 

Not applicable. 
 

PART III 
 
Item 10. Directors, Executive Officers and Corporate Governance 
 

The information required by this Item will be included in our definitive Proxy Statement for the 2024 Annual 
Meeting of Stockholders (the “Proxy Statement”), which we expect to be filed within 120 days of the end of our fiscal 
year ended December 31, 2023 and is incorporated herein by reference. 
 
Item 11. Executive Compensation 
 

Information relating to our executive officer and director compensation is incorporated herein by reference to 
the Proxy Statement. 
 
Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholder Matters 
 

Information relating to security ownership of certain beneficial owners of our common stock and information 
relating to the security ownership of the registrant’s management is incorporated herein by reference to the Proxy 
Statement. 
 
Item 13. Certain Relationships and Related Transactions, and Director Independence 
 

Information relating to certain relationships and related transactions and director independence is incorporated 
herein by reference to the Proxy Statement. 
 
Item 14. Principal Accountant Fees and Services 
 

Information regarding principal accountant fees and services is incorporated herein by reference to the Proxy 
Statement. 
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PART IV 
 
Item 15. Exhibits and Financial Statement Schedules 
 
The following documents are filed as part of this Form 10-K. 
 
1. Financial Statements filed as a part of this document under Item 8. 
 
Report of Independent Registered Public Accounting Firm 
Consolidated Balance Sheets 
Consolidated Statements of Operations and Comprehensive Income 
Consolidated Statements of Stockholders’ Deficit 
Consolidated Statements of Cash Flows 
Notes to Consolidated Financial Statements 
 
2. Financial Statement Schedule 
 
All financial statement schedules have been omitted because they are not required, not applicable, or the required 
information is included in the financial statements or notes thereto included in this Annual Report on Form 10-K. 
 
3. Exhibits 
 
      Exhibit Description 
   
3.1  Fourth Amended and Restated Certificate of Incorporation of CPI Card Group Inc. (incorporated by 

reference to the Company’s Annual Report on Form 10-K filed March 8, 2022). 

   
3.1.1  Amendment to Certificate of Incorporation of CPI Card Group Inc. (incorporated by reference to the 

Company’s Current Report on Form 8-K filed on May 31, 2023).
   
3.2  Third Amended and Restated Bylaws of CPI Card Group Inc. (incorporated by reference to the Company’s 

Annual Report on Form 10-K filed March 8, 2022).
   
4.1  Form of Stock Certificate (incorporated by reference to the Company’s Registration Statement on 

Form S-1 (File No. 333-206218)). 

   
4.2  Description of Registrant’s Securities (incorporated by reference to the Company’s Annual Report on 

Form 10-K filed March 8, 2022).
   
4.3  Indenture, dated as of March 15, 2021, by and among CPI CG Inc., as issuer, CPI Card Group Inc., as a 

guarantor, the subsidiary guarantors party thereto, and U.S. Bank National Association, as trustee and notes 
collateral agent (incorporated by reference to the Company’s Current Report on Form 8-K filed March 16, 
2021). 

   
4.4  Form of 8.625% Senior Secured Notes due 2026 (included as Exhibit A to the Indenture included herewith 

as Exhibit 4.3). 
   
10.1  Guaranty and Security Agreement, dated as of March 15, 2021, among CPI Card Group Inc. and certain of 

its subsidiaries from time to time party thereto and Wells Fargo Bank, National Association, as collateral 
agent (incorporated by reference to the Company’s Current Report on Form 8-K filed March 16, 2021). 

   
10.2  Amendment No. 2 to ABL Credit Agreement, among CPI Card Group Inc., CPI CG Inc., the lenders from 

time to time party thereto and Wells Fargo Bank, National Association, as administrative agent and 
collateral agent (incorporated by reference to the Company’s Quarterly Report on Form 10-Q filed 
November 3, 2022). 

   
10.3  Registration Rights Agreement by and between CPI Card Group Inc. and the Tricor Funds (incorporated by 

reference to the Company’s Current Report on Form 8-K filed on October 21, 2015). 
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10.4  Director Nomination Agreement by and between CPI Card Group Inc. and the Tricor Funds (incorporated 
by reference to the Company’s Current Report on Form 8-K filed on October 21, 2015).  

   
10.5  Form of Indemnification Agreement (incorporated by reference to the Company’s Registration Statement 

on Form S-1 (File No. 333-206218)).
   
10.6*,**  CPI Card Group Inc. Omnibus Incentive Plan, as amended and restated effective January 30, 2024.
   
10.7**  Form of Cash Performance Unit Award Agreement under the CPI Card Group Inc. Omnibus Incentive Plan 

(incorporated by reference to the Company’s Quarterly Report on Form 10-Q filed May 4, 2017).
   
10.8**  Form of Nonqualified Stock Option Agreement under the CPI Card Group Inc. Omnibus Incentive Plan 

(incorporated by reference to the Company’s Quarterly Report on Form 10-Q filed November 8, 2017).
   
10.9**  Form of Executive Restricted Stock Unit Agreement (incorporated by reference to the Company’s 

Quarterly Report on Form 10-Q filed November 3, 2020).
   
10.10**  Form of Executive Nonqualified Stock Option Agreement under the CPI Card Group Inc. Omnibus 

Incentive Plan (incorporated by reference to the Company’s Quarterly Report on Form 10-Q filed 
November 5, 2021). 

   
10.11**  Form of Executive Restricted Stock Unit Agreement under the CPI Card Group Inc. Omnibus Incentive 

Plan (incorporated by reference to the Company’s Quarterly Report on Form 10-Q filed November 5, 
2021). 

   
10.12**  Form of Director Restricted Stock Unit Agreement under the CPI Card Group Inc. Omnibus Incentive Plan 

(incorporated by reference to the Company’s Quarterly Report on Form 10-Q filed November 5, 2021).
   
10.13**  Nonqualified Stock Option Agreement under the CPI Card Group Inc. Omnibus Incentive Plan, dated 

September 25, 2017, by and between CPI Card Group Inc. and Scott Scheirman (incorporated by reference 
to the Company’s Current Report on Form 8-K filed September 29, 2017).

   
10.14**  Restricted Stock Unit Agreement, dated October 2, 2020, between CPI Card Group Inc. and Scott 

Scheirman (incorporated by reference to the Company’s Quarterly Report on Form 10-Q filed November 3, 
2020). 

   
10.15**  Form of 2020 Executive Short-Term Incentive Plan (incorporated by reference to the Company’s Quarterly 

Report on Form 10-Q filed November 6, 2019).
   
10.16**  Form of 2022 Executive Short-Term Incentive Plan (incorporated by reference to the Company’s Quarterly 

Report on Form 10-Q filed May 5, 2022).
   
10.17**  Form of 2022 Employee Short-Term Incentive Plan (incorporated by reference to the Company’s Quarterly 

Report on Form 10-Q filed May 5, 2022).
   
10.18**  CPI Card Group Inc. U.S. Executive Severance and Change in Control Guidelines (incorporated by 

reference to the Company’s Quarterly Report on Form 10-Q filed August 3, 2017). 
   
10.19**  Employment and Non-Competition Agreement, dated September 25, 2017, by and between CPI Card 

Group Inc. and Scott Scheirman (incorporated by reference to the Company’s Current Report on Form 8-K 
filed September 29, 2017). 

   
10.20**  Offer Letter, dated May 3, 2023 by and between CPI Card Group Inc. and Jeffrey Hochstadt (incorporated 

by reference to the Company’s Quarterly Report on Form 10-Q filed May 9, 2023). 
   
10.21*,**  Employment Agreement, dated January 25, 2024 by and between CPI Card Group Inc. and John Lowe.
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10.22**  2020 Executive Retention Agreement, dated September 11, 2019 between CPI Card Group Inc. and Scott 
Scheirman (incorporated by reference to the Company’s Quarterly Report on Form 10-Q filed November 6, 
2019). 

   
10.23**  Form of 2020 Executive Retention Agreement, dated September 11, 2019 for certain Executive Officers 

(incorporated by reference to the Company’s Quarterly Report on Form 10-Q filed November 6, 2019).
   
10.24**  Form of Executive Retention Agreement (incorporated by reference to the Company’s Quarterly Report on 

Form 10-Q filed November 3, 2020).
   
10.25**  2021 Executive Retention Agreement, dated October 2, 2020, between CPI Card Group. Inc. and Scott 

Scheirman (incorporated by reference to the Company’s Quarterly Report on Form 10-Q filed November 3, 
2020). 

   
10.26**  Employment Agreement, dated December 13, 2022 by and between CPI Card Group Inc. and Lane Dubin 

(incorporated by reference to the Company’s Annual Report on Form 10-K filed March 8, 2023).
   
10.27**  Form of Nonqualified Stock Option Agreement by and between CPI Card Group Inc. and Lane Dubin 

(incorporated by reference to the Company’s Quarterly Report on Form 10-Q filed May 9, 2023).
   
10.28**  Form of Restricted Stock Unit Agreement by and between CPI Card Group Inc. and Lane Dubin 

(incorporated by reference to the Company’s Quarterly Report on Form 10-Q filed May 9, 2023).
   
10.29**  Form of Restricted Stock Unit Agreement by and between CPI Card Group Inc. and Lane Dubin 

(incorporated by reference to the Company’s Current Report on Form 8-K filed June 5, 2023). 
 

10.30**  Letter Agreement between Scott Scheirman and the Company dated June 2, 2023 (incorporated by 
reference to the Company’s Current Report on Form 8-K filed on June 5, 2023). 

   
10.31  Stock Repurchase Agreement, dated as of December 6, 2023, by and between Tricor Pacific Capital 

Partners (Fund IV) US, LP and CPI Card Group Inc. (incorporated by reference to the Company’s Current 
Report on Form 8-K filed on December 7, 2023).

   
10.32*,**  Form of Restricted Stock Unit Agreement by and between CPI Card Group Inc. and John Lowe.
   
10.33*,**  Form of Performance Stock Unit Agreement by and between CPI Card Group Inc. and John Lowe.
   
21.1*  List of Subsidiaries of the Company. 

   
23.1*  Consent of Independent Registered Accounting Firm, KPMG LLP. 

   
31.1*  Certificate of Chief Executive Officer Required Under Section 302 of the Sarbanes-Oxley Act of 2002. 

   
31.2*  Certificate of Chief Financial Officer Required Under Section 302 of the Sarbanes-Oxley Act of 2002. 

   
32.1*  Certificate of Chief Executive Officer and Chief Financial Officer Required Under Section 906 of the 

Sarbanes-Oxley Act of 2002. 

   
97.1*  Amended and Restated Clawback Policy of CPI Card Group Inc.
   
101.INS*  XBRL Instance Document – the instance document does not appear in the Interactive Data File because its 

XBRL tags are embedded within the Inline XBRL document.
   
101.SCH*  Inline XBRL Taxonomy Extension Schema Document.
   
101.CAL*  Inline XBRL Taxonomy Extension Calculation Linkbase Document.
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101.DEF*  Inline XBRL Taxonomy Extension Definition Linkbase Document
   
101.LAB*  Inline XBRL Taxonomy Extension Label Linkbase Document.
   
101.PRE*  Inline XBRL Taxonomy Extension Presentation Linkbase Document.
   
104*  Cover Page Interactive Data File (formatted as Inline XBRL and contained in Exhibit 101). 

 
* Filed or furnished herewith. 
**   Management contract or compensatory plan or arrangement. 
 
Item 16.  Form 10-K Summary  
 
None. 
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SIGNATURES 
 

Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the registrant has duly 
caused this report to be signed on its behalf by the undersigned, thereunto duly authorized. 
 
  

 CPI CARD GROUP INC.  
  
  
 /s/ Jeffrey Hochstadt  
 Jeffrey Hochstadt  
 Chief Financial Officer  
  
March 7, 2024  
 

KNOWN BY ALL PERSONS BY THESE PRESENTS, that the individuals whose signatures appear below 
hereby constitute and appoint John Lowe and Jeffrey Hochstadt and each of them severally, as his or her true and lawful 
attorneys-in-fact and agents with full power of substitution and resubstitution for him and in his name, place and stead in 
any and all capacities to sign any and all amendments to this Annual Report on Form 10-K and to file the same, with all 
exhibits thereto, and other documents in connection therewith, with the Securities and Exchange Commission, granting 
unto said attorneys-in-fact and agents, full power and authority to do or perform each and every act and thing requisite and 
necessary to be done in connection therewith, as fully to all intents and purposes as he or she might or could do in person, 
hereby ratifying and confirming all that said attorneys-in-fact and agents or any of them, or of his substitute or substitutes, 
may lawfully do to cause to be done by virtue hereof.  

 
Pursuant to the requirements of the Securities Exchange Act of 1934, this report has been signed below by the 

following persons on behalf of the registrant and in the capacities and on the dates indicated. 
 

    

Name      Title      Date 
   

/s/ John Lowe  President, Chief Executive  March 7, 2024
John Lowe  Officer and Director  

  (Principal Executive Officer)  
   

/s/ Jeffrey Hochstadt  Chief Financial Officer  March 7, 2024
Jeffrey Hochstadt  (Principal Financial Officer)  

   
/s/ Donna Abbey Carmignani  Chief Accounting Officer  March 7, 2024

Donna Abbey Carmignani  (Principal Accounting Officer)  
     

/s/ Hugh Sanford Riley  Chairman of the Board  March 7, 2024
Hugh Sanford Riley   

   
/s/ Thomas Furey  Director  March 7, 2024

Thomas Furey     
   

/s/ Ravi Mallela  Director  March 7, 2024
Ravi Mallela   

   
/s/ Nicholas Peters  Director  March 7, 2024

Nicholas Peters   
     

/s/ Marc Sheinbaum  Director  March 7, 2024
Marc Sheinbaum   

   
/s/ Valerie Soranno Keating  Director  March 7, 2024

Valerie Soranno Keating   
    



Exhibit 31.1 
CERTIFICATION PURSUANT TO SECTION 302 

OF THE SARBANES-OXLEY ACT OF 2002 

I, John Lowe, certify that: 

1. I have reviewed this Annual Report on Form 10-K of CPI Card Group Inc.; 

2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a 
material fact necessary to make the statements made, in light of the circumstances under which such statements 
were made, not misleading with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly 
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, 
and for, the periods presented in this report; 

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure 
controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over 
financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f))for the registrant and have: 

(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to 
be designed under our supervision, to ensure that material information relating to the registrant, including 
its consolidated subsidiaries, is made known to us by others within those entities, particularly during the 
period in which this report is being prepared; 

(b) Designed such internal control over financial reporting, or caused such internal control over financial 
reporting to be designed under our supervision, to provide reasonable assurance regarding the reliability 
of financial reporting and the preparation of financial statements for external purposes in accordance with 
generally accepted accounting principles; 

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this 
report our conclusions about the effectiveness of the disclosure controls and procedures, as of the end of 
the period covered by this report based on such evaluation; and 

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that 
occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case 
of an annual report) that has materially affected, or is reasonably likely to materially affect, the 
registrant’s internal control over financial reporting; and 

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal 
control over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of 
directors (or persons performing the equivalent functions): 

(a) All significant deficiencies and material weaknesses in the design or operation of internal control over 
financial reporting which are reasonably likely to adversely affect the registrant’s ability to record, 
process, summarize and report financial information; and 

(b) Any fraud, whether or not material, that involves management or other employees who have a significant 
role in the registrant’s internal control over financial reporting. 

 
Date: March 7, 2024 /s/ John Lowe 
  John Lowe 
  President and Chief Executive Officer 

(Principal Executive Officer) 
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Exhibit 31.2 
CERTIFICATION PURSUANT TO SECTION 302 

OF THE SARBANES-OXLEY ACT OF 2002 

I, Jeffrey Hochstadt, certify that: 
1. I have reviewed this Annual Report on Form 10-K of CPI Card Group Inc.; 
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit 

to state a material fact necessary to make the statements made, in light of the circumstances under 
which such statements were made not misleading, with respect to the period covered by this report; 

3. Based on my knowledge, the financial statements, and other financial information included in this 
report, fairly present in all material respects the financial condition, results of operations and cash 
flows of the registrant as of, and for, the periods presented in this report; 

4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining 
disclosure controls and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and 
internal control over financial reporting (as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) 
for the registrant and have: 
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and 

procedures to be designed under our supervision, to ensure that material information relating to 
the registrant, including its consolidated subsidiaries, is made known to us by others within those 
entities, particularly during the period in which this report is being prepared; 

(b) Designed such internal control over financial reporting, or caused such internal control over 
financial reporting to be designed under our supervision, to provide reasonable assurance 
regarding the reliability of financial reporting and the preparation of financial statements for 
external purposes in accordance with generally accepted accounting principles; 

(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented 
in this report our conclusions about the effectiveness of the disclosure controls and procedures, 
as of the end of the period covered by this report based on such evaluation; and 

(d) Disclosed in this report any change in the registrant’s internal control over financial reporting 
that occurred during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal 
quarter in the case of an annual report) that has materially affected, or is reasonably likely to 
materially affect, the registrant’s internal control over financial reporting; and 

5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation 
of internal control over financial reporting, to the registrant’s auditors and the audit committee of the 
registrant’s board of directors (or persons performing the equivalent functions): 
(a) All significant deficiencies and material weaknesses in the design or operation of internal control 

over financial reporting which are reasonably likely to adversely affect the registrant’s ability to 
record, process, summarize and report financial information; and 

(b) Any fraud, whether or not material, that involves management or other employees who have a 
significant role in the registrant’s internal control over financial reporting. 

   

Date: March 7, 2024  /s/ Jeffrey Hochstadt
   Jeffrey Hochstadt 
   Chief Financial Officer (Principal 

Financial Officer) 
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Exhibit 32.1 
CERTIFICATIONS PURSUANT TO  

18 U.S.C. SECTION 1350  
AS ADOPTED PURSUANT TO  

SECTION 906 OF THE SARBANES–OXLEY ACT OF 2002 

     In connection with the Annual Report on Form 10-K of CPI Card Group Inc. (the “Company”)  
for the period ended December 31, 2023, as filed with the Securities and Exchange Commission on 
the date hereof (the “Report”), we, John Lowe, President and Chief Executive Officer of the 
Company, and Jeffrey Hochstadt, Chief Financial Officer of the Company, certify, pursuant to 18 
U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of 2002, to our 
knowledge, that: 

(1) The Report fully complies with the requirements of Section 13(a) or 15(d) of the 
Securities Exchange Act of 1934, as amended; and 

(2) The information contained in the Report fairly presents, in all material respects, the 
financial condition and results of operations of the Company.  

 
   

By: /s/ John Lowe  
 John Lowe  
 President and Chief Executive Officer (Principal Executive Officer) 

   
By: /s/ Jeffrey Hochstadt  

Jeffrey Hochstadt  
Chief Financial Officer (Principal Financial Officer)
  

Date:   March 7, 2024  
 

This written statement accompanies the Report pursuant to Section 906 of the Sarbanes-
Oxley Act of 2002 and shall not, except to the extent required by the Sarbanes-Oxley Act of 2002, 
be deemed filed by the Company for purposes of Section 18 of the Securities Exchange Act of 1934, 
as amended. 

A signed original of this written statement required by Section 906 has been provided to the 
Company and will be retained by the Company and furnished to the Securities and Exchange 
Commission or its staff upon request. 
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CPI is a member of NextWave Plastics, a collaborative and open-source 
initiative convening leading multinational companies to develop the 
first global network of ocean-bound plastic supply chains. Simply put, 
NextWave members keep plastic in the economy and out of the ocean.

CPI works with the First Mile®, an initiative of Thread International and 
WORK, which formalizes waste collection networks in low-income 
communities and bridges the gap for global brands to purchase from 
these responsible supply chains, while diverting plastic waste from our 
oceans and landfills.

CPI was the first company to become a licensee of 
the ICMA EcoLabel Standard Program, a voluntary 
program created by the International Card 
Manufacturers Association (ICMA) for members 
to demonstrate their support of sustainability 
initiatives. The program establishes measurable 
criteria for assessing the environmental impact 
of transaction and identification cards for the 
purpose of ICMA EcoLabel Standard Program 
certification.

CPI’s Second Wave® cards that feature a core 
made with recovered ocean-bound plastic and 
Earthwise® cards have achieved certification under 
the ICMA EcoLabel Standard Program. For further 
details on which attributes ICMA evaluated and 
the requirements to use the EcoLabel logo, visit 
https://icma.com/resources/ecolabel-program

Collaborating to Make a Difference

ESG Statement
Our Environmental, Social and Governance Statement provides 
visibility into CPI’s efforts to reduce the environmental impact of 
our business operations, provide a safe and rewarding environment 
for our employees, uphold our values and commitment to integrity 
in our business and supply chain, and support and contribute to our 
communities.

To learn more, visit https://www.cpicardgroup.com/sustainability/

Greener Payments Partnership 
CPI is a proud member of the Greener Payments Partnership (GPP) 
formed by Mastercard® and other major card manufacturers with a goal 
to reduce first-use PVC plastic in card manufacturing.

Mastercard and the circles design are registered trademarks of Mastercard International Incorporated.
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Dear Shareholders,

It is my privilege to write this annual letter to you for the first time as President and Chief Executive Officer of CPI 
Card Group. 

I am fortunate to have worked with Scott Scheirman, who retired as President and CEO earlier this year, since I 
joined CPI in 2018. Under his leadership, we led a remarkable turnaround and established CPI as a trusted leader 
in the U.S. payments space. Over the past five years, we have grown sales at a compound annual rate of 12% and 
significantly improved margins, profitability and our overall financial position.

Today, I am proud to continue the legacy that Scott and I partnered to build. I have the honor of leading our
dedicated team of more than 1,400 employees in delivering a diverse and market-leading product and solution 
set of offerings across our portfolio of secure cards, card data personalization, instant issuance solutions,  
print-on-demand services and prepaid solutions, to our thousands of long-lasting customers.

Our CPI team is committed to the strategic priorities that have driven our foundational success: deep customer
focus, market-leading quality payment solutions and customer service, continuous innovation and a market-
competitive business model.  Additionally, our vision is to further diversify the business, expanding our addressable 
markets by adding adjacent products and services, including digital solutions, for our extensive customer base. 

Certainly, 2023 was a challenging year. Sales declined 7%, as our customers were cautious with spending due to 
a multitude of macroeconomic concerns and remained focused on working down inventory levels after increasing 
them during our record 2022 year. Over the last two years, though, our net sales increased at a 9% compound 
annual growth rate. We believe the issuance of cards from our customers to consumers and businesses remains 
healthy, and we expect our market to gradually recover once channel inventory levels subside.

Our leadership team is very excited about the future for CPI. We are committed to driving long-term growth, 
while ensuring the Company conducts business the right way, being responsible and respectful to our employees, 
customers, communities, shareholders, suppliers and other stakeholders.

On behalf of our entire team, I would like to thank you for your ongoing support of CPI. We look forward to 
steering the business through its next stage of growth and delivering successful results for all our shareholders.

2023 - A Letter from John Lowe

John Lowe 
President and Chief Executive Officer

Corporate Headquarters
CPI Card Group Inc.
10368 West Centennial Road
Littleton, Colorado 80127
(720) 681-6304

Auditor
KPMG LLP
1225 17th Street, Suite 800
Denver, Colorado 80202

Common Stock
Nasdaq Global Market (PMTS) 

Transfer Agent and Registrar
EQ Shareowner Services 
PO Box 64874 
St Paul, Minnesota 55164-0874 
(800) 468-9716
www.shareowneronline.com

Investor Relations
(877) 369-9016
InvestorRelations@cpicardgroup.com

Annual Meeting

The annual meeting of CPI Card Group stockholders will be held at 7:00 a.m. 
Mountain Time on May 22, 2024, via live webcast.    

For information on how to attend our annual meeting of stockholders, please see 
our definitive Proxy Statement for the 2024 Annual Meeting of Stockholders or 
visit: https://investor.cpicardgroup.com

Stockholder Information
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