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Management’s Discussion and Analysis of Financial C ondition and Results of Operations for 
the year ended December 31, 2014 

This Management’s Discussion and Analysis (“MD&A”) is dated March 25, 2015 and should be read in 
conjunction with the audited consolidated financial statements and the accompanying notes of 
DirectCash Payments Inc. (”DCPayments” or the “Company”) for the year ended December 31, 2014 
(the “2014 Year End Financial Statements”), along with the Management’s Discussion and Analysis and 
the audited consolidated financial statements for the year ended December 31, 2013 (the “2013 Year 
End Financial Statements”). Results are reported in Canadian dollars and have been prepared in 
accordance with Canadian Generally Accepted Accounting Principles (“GAAP”) which comprises 
International Financial Reporting Standards (“IFRS”).   

The financial statements include those of DCPayments and all of its subsidiaries and partnerships 
which include 100% of the outstanding partnership units of (a) DirectCash Canada Limited Partnership, 
a limited partnership established under the laws of Alberta (b) DirectCash ATM Processing Partnership 
(the "Processing Partnership"), a general partnership established under the laws of Alberta, (c) 
DirectCash ATM Management Partnership (the "Management Partnership"), a general partnership 
established under the laws of Alberta, (d) 100% of the outstanding shares of DirectCash Management 
Inc., incorporated under the laws of Alberta, DC Payments Mexico S.A. de C.V. and DSM Services S.A. 
de C.V. both organized under the laws of Mexico, DirectCash Payments Australia Pty Ltd., organized 
under the laws of Australia and DirectCash Management UK Limited, incorporated under the laws of 
England and Wales and all of their respective subsidiary companies. 

In 2014, the Company completed an acquisition in Australia; the acquisition of Ezeatm Services Pty Ltd. 
(“Eze” and “Eze acquisition”). The 2014 Year End Financial Statements include the operations of Eze 
after November 1, 2014. 

In 2013, the Company completed a major acquisition in Canada; the acquisition of Threshold Financial 
Technologies Inc. (“Threshold” and the “Threshold Acquisition”). The 2013 Year End Financial 
Statements include the operations of Threshold after November 1, 2013. Threshold was amalgamated 
with DirectCash Payments Inc. on January 1, 2014. 

Cautionary statement regarding forward-looking info rmation and statements  

This MD&A offers our assessment of DCPayments’ future plans and operations and contains “forward-
looking information” relating to future events as defined under applicable Canadian securities 
legislation. The Company’s actual results or performance could differ materially from those expressed 
in, or implied by, this forward-looking information. DCPayments can give no assurance that any of the 
events anticipated will transpire or occur or, if any of them do, what benefits or costs we will derive from 
them. Forward-looking statements are subject to numerous risks and uncertainties, certain of which are 
beyond DCPayments’ ability to control, including but not limited to general economic conditions, interest 
rates, foreign currency rates, consumer spending, borrowing trends and regulatory changes to name a 
few.  Additional risks and uncertainties are described in DCPayments’ Annual Information Form for the 
year ended December 31, 2014 which is available at www.SEDAR.com 
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The forward-looking information contained in this MD&A is expressly qualified by this cautionary 
statement. Certain statements that contain words such as “could”, ”may”, “believe”, “should”, “expect”, 
“will”, “intends”, “plan”, “anticipates”, “potential”, “estimates”, “continues” or similar words relating to 
matters that are not historical facts constitute “forward-looking information” within the meaning of 
applicable Canadian securities legislation.   

The assumptions and estimates relating to the forward-looking information referred to above are 
updated quarterly and except as required by law, we do not undertake to update any other forward-
looking information. 

 Forward-looking information and statements contained in this MD&A include statements related to 
DCPayments’ projected growth in operations in the Americas, Australasia and Europe, ability to 
complete quality accretive acquisitions at reasonable multiples on a go forward basis, ability to provide 
consistent cash dividends, ability to drive growth and increase our margins, expansion of DCPayments’ 
merchant base through new and innovative products and services, impact of acquisitions in the United 
Kingdom, Australia and Canada including realizing on expected synergies and ability to realize 
significant economies of scale and cost savings, ability to continue to acquire long-term recurring 
services contracts and negotiate renewals thereof in advance of their expiry, ability to maintain current 
customer relationships, ability to add product offerings in the markets we operate in, ability to diversify 
both domestically and internationally, ability to increase the servicing of the Threshold acquired 
customer relationships and increase our sales presence with other clients, ability to close the DC Bank 
acquisition, the expectation that the Eze Acquisition will be accretive to funds from operations per share 
in the first fiscal year following the transaction, or at all, the costs of the Toronto and Calgary office 
upgrades and the possible increase in capital expenditures for technology and infrastructure or due to 
regulatory mandated security upgrade changes, including the EMV upgrades in Australia and the 
sufficiency of funds generated from operations to fund the same.  

Readers are cautioned that our expectations, estimates, projections and assumptions used in the 
preparation of such information, although considered reasonable at the time of preparation, may prove 
to be imprecise and, as such, undue reliance should not be placed on forward-looking statements. With 
respect to forward-looking statements contained within this MD&A, expectations are based on our 
current strategic plan and management forecasts, the historical financial performance and operational 
data of acquired entities, our existing contracts schedule, forecast and budgeted projections of 
increased capital expenditures required based on management’s view of the age of capital assets 
currently in use by DCPayments. 
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Recent Developments 

Eze Acquisition 

On October 31, 2014, DCPayments completed an acquisition of the ATM business of Ezeatm Limited, 
an Australian listed public company (ASX:EZA). The Company acquired all of the outstanding shares of 
Ezeatm Services Pty Ltd. (“Eze”), a subsidiary of Ezeatm Limited together with all the ATM business 
assets for total consideration of A$12.8 million and subject to customary closing purchase price 
adjustments (the “Eze Acquisition”). 

Eze operates ATMs across a diverse portfolio of ATM locations. A total of approximately 1,325 ATM 
sites and related contracts were acquired as well as the related business and staff. 

Proposed Credit Facility Amendments 

DCPayments currently has a $115 million five-year revolving credit facility available for general 
corporate purposes with a syndicate of four Canadian lenders and one Australian lender. The revolving 
facility includes a Canadian $20.0 million swing-line facility and an A $16.6 million ($17.25 million) 
Australian dollar sublimit. At the present time the Company is completing negotiations and drafting 
amendments to the credit facility to add additional Australian lenders to the Syndicate and increasing 
the Australian dollar sublimit. Upon completion of the amendments and closing of the refinancing, the 
Company will draw additional Australian dollar denominated funds under the revolving facility and utilize 
these funds to repay amounts owing under the Company’s term loan and to reduce amounts owing 
under the Canadian dollar denominated revolving facility. The purpose of the amendment is to provide 
improved cash flow management through better matching of the denomination of cash flows and debt 
servicing and repayment.  

Repayment of Debt  

Since December 31, 2013, the Company has repaid $49.1 million of total debt primarily as a result of 
completing the transition of its Canadian ATM fleet from utilizing corporate vault cash to rented vault 
cash.  

DC Bank 

On May 13, 2014 the Company entered into an agreement (the “Agreement”) to acquire DC Bank 
through the acquisition of all of the issued and outstanding shares of DC Bank’s sole shareholder, 
6676405 Canada Ltd. (“6676405”) for consideration of $15 million, payable in the form of common 
shares of the Company issued from treasury at a price of $13.9148 per share, which was equal to the 
20 day volume-weighted average trading price of the common shares on the Toronto Stock Exchange 
as at the close of business on May 12, 2014. Accordingly, upon closing, the Company will issue 
1,077,989 common shares to the shareholders of 6676405, subject to adjustment on account of a 
minimum net asset value of the DC Bank as at closing. In accordance with the terms of the Agreement, 
the minimum net asset value of DC Bank as at closing must be approximately $7.0 million. Closing of 
the transaction is subject to a number of regulatory, governmental and other approvals and consents, 
including the approval of the Minister of Finance (Canada) and the Toronto Stock Exchange.  
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Closing of the transaction was initially expected to occur on or about December 31, 2014. During 2014 
the Company and DC Bank have continued to provide additional information requested by the Office of 
the Superintendent of Financial Institutions (OSFI) in connection with their review of the transaction, 
and do not at this time have an expected timeline for approval. 

Cash Store  

CashStore Financial Services Inc. (“CashStore”) entered the Companies’ Creditors Arrangement Act 
(“CCAA”) in April 2014 and in February 2015 it completed a sale of the majority of its locations in 
Canada to National Money Mart Company (“Money Mart”) and EasyFinancial Services Incorporated 
(“Easyhome”). DCPayments continues to provide services to the CashStore locations purchased by 
Money Mart pursuant to a transition service agreement for prepaid cards and ATMs. The Company has 
no assurance that it will continue to provide products and services to Money Mart on a long-term basis. 

HSBC Bank Plc 

Subsequent to the year end, DCPayments purchased the deployed ATMs of Morrison’s stores from 
HSBC Bank Plc in the United Kingdom. The transaction will add ATM transaction volume and 
approximately 220 ATMs to the European business and improves the footprint of the Europe ATM 
business. 

H&R Block 

In Q4 2014, the Company successfully renewed its prepaid card contract with H&R Block Canada Inc. 
(“H&R Block”). In addition H&R Block has become an agent for DCBank while DCPayments provides 
unique processing and settlement for prepaid cards with this relationship. 

Australasia GST Gain 

In March, 2014 the Company received a revised Private Ruling from the Australia Tax Office (”ATO”) 
confirming the entitlement to claim reduced input tax credits for GST included in the rebates we pay to 
certain merchants. The ruling allowed the Company to retrospectively claim credits back to March, 
2009, the date that direct charging was implemented in Australia. The Company’s claim was assessed 
by ATO and received by the Company during the period. The Company recorded a gain of 
approximately $6.4 million during the year ended December 31, 2014. The Company recognized 
approximately $2.4 million of the GST recovery as reduction in cost of sales for the portion related to 
periods subsequent to the corporate acquisition in July, 2012, and approximately $4.0 million in other 
gains related to periods prior to the acquisition.   

Outlook 

DCPayments continues to be the largest deployer of ATMs in Canada, with 7,696 transacting ATMs as 
at December 31, 2014, and is one of Canada’s leading independent providers of end-to-end transaction 
processing and payment solutions. The Threshold Acquisition has strengthened DCPayments strategic 
position in the payments business and has given the Company a significant presence in the highly 
strategic credit union and financial institution payments processing services segment and ATM 
outsourcing business. In addition, the acquisition added approximately 1,000 transacting ATMs to the 
DCPayments network in Canada. In the ATM business in Canada, emphasis continues to be on 
maintaining existing customer relationships. With the addition of Threshold we expect to increase our 
ability to service the existing and acquired customer relationships and increase our sales presence with 
other clients in Canada.  
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DCPayments is the largest deployer of ATMs in Australia and New Zealand with 7,539 transacting 
ATMs as at December 31, 2014. The Company actively seeks growth opportunities through the existing 
ATM business platform and to capitalize on the less mature Australian market, where transactions and 
gross profits per ATM are significantly greater than in the more mature Canadian ATM market. We have 
been very successful in managing our costs, integrating the Australian acquisitions, and adding 
management depth. DCPayments’ focus in this market moving forward is to drive growth and improve 
margins.  
 
On October 31, 2014 the Company successfully completed the Eze acquisition. This tuck-in acquisition 
offers significant economies of scale, cost savings and bolsters DCPayments existing position in the 
Australian marketplace as the largest independent network of branded ATMs. Integration is underway 
and we expect this acquisition to be accretive to funds from operations per share in the first fiscal year 
following the transaction.  
 
Since the acquisition in the United Kingdom in May 2012, DCPayments has grown to be the third 
largest deployer of non-bank branded ATMs in the United Kingdom and has added approximately 862 
ATMs. As at December 31, 2014 DCPayments had 5,562 transacting ATMs in the United Kingdom. 
DCPayments’ focus in this market moving forward is to continue to grow the ATM business in Europe 
through quality accretive acquisitions and organic growth, adding other product offerings to its Europe 
division and increasing our margins. 
 
The Other Services line of business is broadly comprised of transaction processing services, card 
provisioning, payments processing, reporting and settlement, fraud management, ATM cash and fleet 
management and project-based consulting services for financial institutions and credit unions. In this 
line of business our objective is diversification domestically and expansion internationally, to reduce 
historical reliance on a small group of large volume customers in certain market segments. The 
Threshold Acquisition provides DCPayments with greater diversification in the other services business 
in terms of both customer base and product offering. In January 2014 the Company launched a Prepaid 
Visa card offering, adding scale and choice for our clients.  
 
We continue to focus on the efficient management and operation of our businesses. DCPayments is 
well positioned with a strong balance sheet and a steady cash flow stream from its payments and 
transaction processing operations based on long term contracts, geographically diversity and across a 
number of industries to drive long term shareholder value. 
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Summary Operating and Financial Results 

 Three months ended  
 

Year ended  
 

 December 31 December 31 

 2014 2013 2014 2013 

Summary operating results     

Number of machines     

Active ATM terminals(1) 21,103 20,333 21,103 20,333 
     ATM transactions, thousands 31,796 30,136 123,634 111,341 
     Summary financial results     

($ thousands, except for per share amounts)     

Gross profit(2) $33,436 $32,633 $141,514 $121,141 

Gross profit margin(3) 49.0% 49.7% 51.1% 50.3% 

EBITDA(4) 17,836 17,909 74,039 67,686 

EBITDA margin(5) 26.2% 27.3% 26.7% 28.0% 

Net income (loss) 1,113 (1,268) 3,665 85 

Net income (loss) attributable to common shareholders 1,113 (1,276) 3,665 59 

Per share, basic 0.06 (0.07) 0.21 0.00 

Per share, diluted 0.06 (0.07) 0.21 0.00 

Funds from operations(5) $9,331 $8,301 $47,814 $37,910 

Funds from operations per share, basic(5) 0.53 0.49 2.73 2.27 

Funds from operations per share, diluted(5) 0.53 0.49 2.72 2.26 

Dividends declared 6,332 5,959 24,714 23,181 

Dividends declared per share 0.36 0.35 1.41 1.38 

Funds from operations payout ratio(5) 67.9% 71.8% 51.7% 61.1% 

Total assets $379,427 $442,542 $379,427 $442,542 

Total debt(6) 202,557 251,497 202,557 251,497 

Cash (4,988) (6,630) (4,988) (6,630) 

Net debt(7) $197,569 $244,867 $197,569 $244,867 

Common shares outstanding, end of period 17,589 17,589 17,589 17,589 
1DCPayments has included statistics only for sites that recorded a transaction in the last calendar month of the period indicated. 
2Gross profit is calculated as Revenue less Cost of sales.  
3Gross profit margin means gross profit expressed as a percentage of Revenue. 
4An additional GAAP measure – see definition under “Additional GAAP Measure”. 
5A non-GAAP measure – see definition under “Non-GAAP Measures”. 
6Total debt is calculated as long-term debt including current portion but excluding unamortized transaction costs, as at the end of 

the period. 
7Net debt is calculated as total debt less cash. 

�  
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Additional GAAP Measure  

DCPayments has presented earnings before interest, taxes, depreciation and amortization (“EBITDA”) 
as a subtotal in its consolidated statement of operations. EBITDA is an important measure utilized by 
management in assessing the financial performance of the Company relative to its operating plans and 
budgets. It is also the measurement utilized by the holders of the Company’s long-term debt, as 
described in note 12 to the consolidated financial statements, in calculating financial covenants. The 
Company has presented EBITDA prior to unrealized foreign exchange gains and losses and non-
recurring other gains. The Company utilizes this presentation of EBITDA because it is consistent with 
the definitions under DCPayments’ credit facility agreement. DCPayments has also presented EBITDA 
prior to the deduction for acquisition-related expenses. These expenses relate only to business 
combinations which are complex, require the pre-approval of the Company’s lenders and are financed 
utilizing long-term debt or the issue of equity or a combination thereof. Costs incurred on recurring 
asset acquisitions are not considered acquisition-related expenses and are included with other 
expenses in the consolidated statement of operations. The Company’s EBITDA may differ from similar 
computations as reported by other issuers and, accordingly, may not be comparable to EBITDA as 
reported by such issuers. The Company has provided a reconciliation between EBITDA and net income 
(loss) which is disclosed in the “EBITDA” discussion below. 

Non-GAAP Measures 

There are a number of financial calculations that are not defined performance measurements under 
GAAP but which DCPayments believes are useful and accepted performance measurements utilized by 
the investing public in assessing the overall financial performance of the Company and to compare 
cash flows between entities. 

EBITDA margin 

EBITDA margin means EBITDA expressed as a percentage of Revenue. 

EBITDA per share 

EBITDA per share is calculated on the same basis as net income (loss) per share, utilizing the basic 
and diluted weighted average number of common shares outstanding during the period presented. 

Funds from operations and funds from operations per  share 

DCPayments calculates funds from operations as net income (loss) plus or minus depreciation, 
amortization, deferred income taxes expense (benefit), non-cash finance costs, unrealized foreign 
exchange gains and losses and other non-cash charges and after provision for productive capital 
maintenance expenditures (see discussion below).  Funds from operations per share is calculated on 
the same basis as net income (loss) per share, utilizing the basic and diluted weighted average number 
of common shares outstanding during the period presented. Readers are cautioned that funds from 
operations cannot be assured to continue at equivalent levels in the future. DCPayments’ funds from 
operations and funds from operations per share may differ from similar computations as reported by 
other issuers and, accordingly, may not be comparable to funds from operations and funds from 
operations per share as reported by such issuers. The reconciliation between funds from operations 
and net income (loss) is disclosed in the “Funds from Operations” discussion below. 

Shareholders of DCPayments receive monthly payments in the form of dividends. Dividends are funded 
by the generation of funds from operations of the business. All of the income generated at the level of 
the various subsidiaries of the Company is taxed by applicable government authorities with the 
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remaining after-tax funds either being retained by the subsidiary or distributed up to the Company 
where it can be made available for payment of dividends by DCPayments. Continued future distribution 
of dividends (and the amount of any dividends) is subject to DCPayments’ Board of Directors approval. 
DCPayments’ Board of Directors is not obligated to distribute all net available cash as dividends to 
shareholders. 

Productive capital maintenance expenditures 

DCPayments differentiates capital expenditures between growth and productive capital maintenance. 
There is no such distinction under GAAP, however DCPayments believes it is important to differentiate 
between them. Maintenance capital expenditures represent an adjustment to funds from operations 
while growth capital does not. 

Maintenance capital expenditures are defined as expenditures required to service and maintain 
DCPayments’ existing productive capacity, while growth capital is expended to increase DCPayments’ 
productive capacity by adding additional sources of revenue not currently in existence.  Current 
measures of productive capacity that DCPayments utilizes include ATMs and debit terminals under 
contract. Maintenance capital expenditures include software and hardware upgrades to existing 
infrastructure, ATM and debit terminal equipment upgrades necessary to meet changing regulatory 
requirements, contract extension incentives including replacement of equipment under existing or 
renewed contracts, and fleet vehicle purchases and upgrades. Examples of growth capital expenditures 
include the acquisition of a competitor’s assets, the cost of an ATM in a new location, or technology 
costs related to new sources of revenue. 

Readers are cautioned that the Company’s computation of maintenance capital expenditures may differ 
from similar computations as reported by other issuers and, accordingly, may not be comparable to 
productive capital maintenance expenditures as reported by such issuers.  

Funds from operations payout ratio 
 

Funds from operations payout ratio means dividends declared as a percentage of funds from 
operations.  

Non-cash working capital  

Non-cash working capital is not a defined GAAP measure. DCPayments calculates changes in non-
cash working capital as changes during a reporting period in current assets (excluding cash, cash in 
circulation and restricted funds) and current liabilities (excluding bank overdraft, restricted funds and 
current portion of long-term debt). 
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Select Annual Information 

 

($thousands except per share amounts) 2014 2013 2012 
    0 Revenue  $277,090 $241,658 $192,120 

Net income attributable to Common shareholders 3,665 59           6,857 

Net income per share, basic 0.21 0.00               0.46 

Net income per share, diluted 0.21 0.00               0.46 

Total assets  379,427 442,542 451,692 

Long-term financial liabilities  194,367 231,398 195,695 

Dividends declared 24,714 23,181 20,708 

Dividends declared per share 1.41 1.38 1.38 
     

 

ATM Business: 

Revenue from the ATM business includes the revenue from processing ATM transactions, ATM 
managed services including full outsourcing services for corporate clients, the sale of ATM machines 
and parts and miscellaneous revenues and interest received.  

Gross profit represents the margin of revenue less cost of sales and gross profit margin is the percent 
of gross profit over revenue. 

Revenue, gross profit and gross profit margin by geographical segment is as follows: 

Americas 

 

 Three months ended December 31, Year ended Decembe r 31, 

 2014 2013 2014 2013 

Active ATM Terminals (1) 8,002 8,415 8,002 8,415 

Revenue ($ thousands)  $16,982 $15,416 $70,673 $49,980 

Gross Profit ($ thousands)  $8,463 $7,400 $33,649 $26,395 

Gross Profit Margin 49.8%  48.0% 47.6% 52.8% 
1DCPayments has included statistics only for sites that recorded a transaction in the last calendar month of the period indicated. 

The Americas includes DCPayments’ Canadian and Mexican operations. Revenue in the Americas is 
derived approximately 58% from Company-owned ATM machines, of which approximately 62% are 
cash loaded by DCPayments. 

Compared to the 2013 year and to Q3 2014, the transacting Americas ATM fleet declined by 413 and 
241 ATMs, respectively. The decline year over year is mainly due to removal of ATMs from locations 
closed by CashStore. We have also had some removals resulting from contract expiries and 
unprofitable sites. The overall impact of the fleet turnover was higher volumes per ATM and improved 
margins per ATM.  The decline compared to the prior quarter is driven by seasonality. However, the 
Company maintained its margins per ATM through cost savings.  

In September, 2014 Hurricane Odile landed in Cabo San Lucas, Mexico where we have approximately 
18% of our Mexican ATM fleet. The Company quickly recovered and delivered strong Q4 results in 
Mexico; the monthly average transactions per ATM increased from 119 transactions per active ATM to 
147 compared to Q3 2014. We had experienced lower ATM transaction volumes during 2013 due to an 
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interruption as we transitioned this business to a new bank sponsor in Mexico. As a result, transactions 
per active ATM for the fourth quarter year over year increased by 123%. 

 
(1) Number of Active ATMs included statistics only for sites that recorded a transaction in the last calendar month of the period 

indicated; 

(2) Gross Profit is calculated as Revenue less Cost of Sales; 

(3) Gross Profit per ATM is calculated as Gross Profit for the quarter divided by active ATMs in the last calendar month of the 

quarter. 

ATM revenue in the Americas increased by 10% for the three months ended December 31, 2014 
compared to 2013. Q4 2013 included two months of Threshold results while Q4 2014 included the full 
three months of Threshold results; however, the increase was offset by a reduction of revenue from  a 
legacy Threshold management contract which is now complete. This contract contributed $0.6 million in 
revenue in Q4 2013, $1.0 million in Q3 2014 and $3.1 million for the year ended December 31, 2014. 

The year over year ATM revenue in the Americas increased by 41% and gross profit margin decreased 
from 52.8% to 47.6%. Margins for the 2014 year were negatively impacted by one-time costs incurred 
during the first half of 2014 to convert the Canadian ATMs to rented vault cash and to successfully 
transition most of the Threshold ATMs over to the DirectCash processing switch. 

ATM gross profit margin increased from 48.0% in Q4 2013 (47.0% in Q3 2014) to 49.8% in Q4 2014. 
The improved margins were achieved by using lower cost alternatives for cash loading, by reducing 
communication costs and by transitioning ATM maintenance services to in-house technicians as the 
legacy Threshold service contracts expire. 
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Australasia 

 
Three months ended  

December 31 
Year ended  

December 31 

 2014 2013 2014 2013 

Active ATM Terminals (1) 7,539 6,348 7,539 6,348 

Revenue (Australian $ thousands)  $31,097 $32,077 $118,833 $126,301 

Gross Profit (Australian $ thousands)  $14,900 $16,920 $63,661 $66,110 

Gross Profit Margin 47.9% 52.7% 53.6% 52.3% 
1DCPayments has included statistics only for sites that recorded a transaction in the last calendar month of the period indicated. 

Revenue in the Australasia division is derived from primarily Company-owned ATMs and also from a 
significant managed services business, primarily to two major corporate customers. In the Australasia 
division, the Company owns close to 100% of the ATMs and approximately 36% are cash loaded by 
DCPayments. 

On October 31, 2014 the Company announced that it had successfully completed the acquisition of the 
ATM business of Eze. On closing, the Company acquired approximately 1,325 ATM sites and related 
contracts. Of the contracts acquired, 1,264 sites were transacting during December, 2014. 

Excluding the active Eze ATMs, as at December 31, 2014 the transacting Australasian ATM fleet 
declined by 73 ATMs year over year. Declines have occurred due to competitive pressures, however, 
we have compensated for this by focusing on site closures and on reducing inactive ATM downtime, by 
renewing contracts with enhanced services, which is a key business focus, and by aggressively 
renegotiating costs and vendor agreements. Excluding the Eze ATMs, the number of active ATMs was 
consistent compared to September 2014.  

Transactions per ATM have declined significantly year over year, partially as a result of contract 
expiries on some high volume gaming sites, but are also in general decline due to the recent 
implementation of Radio-Frequency Identification (“RFID”) technology in the Australian market. To 
mitigate this, our focus will continue to be on maintaining per ATM profitability by adding services, 
particularly fixed monthly fee-based services and by reducing costs. The Eze Acquisition increased the 
transacting ATM fleet by 20% with minimum  impact on personnel or other expenses. To mitigate this 
change, management has been increasing the consumer direct charge, renegotiating fixed fee 
contracts, and is in the process of launching dynamic currency conversion on its ATMs in Australia, 
which is expected to launch in early Q2 2015. In addition, in Q4 2014, management also rationalized its 
personnel in the Australian market with the Eze Acquisition.  

For the three months ended December 31, 2014, ATM revenue in Australasia decreased by 3% 
compared to Q4 2013. The increase of A $2.9 million in revenue from the Eze Acquisition was offset by 
a reduction in the existing ATM business for A $3.9 million. The reduction is primarily driven by ATM 
transaction declines. In addition the Company completed commercial negotiations with a major 
customer who had been experiencing high shortfall penalties, and provided a credit of A $0.4 million 
retroactively to July 1, 2014.  
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The following table shows the allocation of transaction based and other revenue streams from 
Australasia on a comparative basis, excluding the Eze revenue: 

 

 
Three months ended 

December 31 
Year ended  

December 31 

Australian $ thousands  2014 2013 2014 2013 

Transaction based fee revenue  $23,132 $26,784 $95,782 $106,103 

Managed services and other contractual revenue  4,821 4,640 19,028 18,246 

Miscellaneous revenue  263 653 1,142 1,952 

Total revenue $28,216 $32,077 $115,952 $126,301 

 

 
(1) Number of Active ATMs included statistics only for sites that recorded a transaction in the last calendar month of the 

period indicated;  

(2) Gross Profit is calculated as Revenue less Cost of Sales; 

(3) Gross Profit per ATM is calculated as Gross Profit for the quarter divided by active ATMs in the last calendar month of 

the quarter. 

(4) Gross Profit per ATM A$(DCP) is calculated as Gross Profit for the quarter excluding Gross Profit from Eze divided by 

active ATMs excluding Eze active ATMs in the last calendar month of the quarter. 

The gross profit margin decreased from 52.7% in Q4 2013 and 52.8% in Q3 2014 to 47.9% in Q4 2014. 
Gross profit margin in the fourth quarter of 2014 was negatively impacted by total adjustments of A $0.9 
million or A $133 per active DCP ATM as a result of� ���� revenue adjustment previously discussed�� an 

A $0.2 million credit provided to another major customer on completion of one special project and 
finalization of the project deliverables and one-time de-cashing costs of A $0.3 million to transition to a 
new cash loading provider under a five year reduced cost contract, which will improve profitability in the 
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long-term. Gross profit margin in the first half of 2014 was positively impacted by the one-time GST gain 
of A $2.4 million included in gross profit.  

ATM revenue for the year ended December 31, 2014 was A $118.8 million, a decline of 6% compared 
to A $126.3 million ATM revenue in 2013, however the gross profit margin declined by a much lesser 
extent, from 52.3% to 51.7% excluding the favorable impact of the GST gain.  

The volatility of the Australian dollar impacts the Company’s Australasia results on a Canadian dollar 
equivalent basis across periods. 

The table below illustrates the impact that the exchange rate between the Australian and Canadian 
dollar had on our reported revenue: 

Revenue 

  Three months ended    

  December 31  
  

($ thousands)  2014 2013 $ change % change 

Australian dollar revenue AUD $31,097 $32,077 $(980) (3)% 

Weighted average conversion rate  0.9715 0.9733   

Canadian dollar equivalent CAD $30,211 $31,219 $(1,008) (3)% 

�
  Year ended    

  December 31  
  

($ thousands)  2014 2013 $ change % change 

Australian dollar revenue AUD $118,833 $126,301 $(7,468) (6)% 

Weighted average conversion rate  0.9959 0.9959   

Canadian dollar equivalent CAD $118,348 $125,779 $(7,431) (6)% 

The table below illustrates the impact that the exchange rate between the Australian and Canadian 
dollar had on our reported gross profit: 

Gross Profit 

  Three months ended   

  December 31   

($ thousands)  2014 2013 
$ change % change 

Australian dollar gross profit AUD $14,900 $16,920 $(2,020) (12)% 

Weighted average conversion rate  0.9721 0.9728   

Canadian dollar equivalent CAD $14,484 $16,460 $(1,976) (12)% 
 

  Year ended   

  December 31   

($ thousands)  2014 2013 
$ change % change 

Australian dollar gross profit AUD $63,661 $66,110 $(2,449) (4)% 

Weighted average conversion rate  0.9970 0.9962   

Canadian dollar equivalent CAD $63,471 $65,856 $(2,385) (4)% 
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Europe 

 
Three months ended  

December  31 
Year ended  

December  31 

 2014 2013 2014 2013 

Active ATM Terminals (1) 5,562 5,570 5,562 5,570 

Revenue (GBP  thousands)  £5,135 £5,074 £20,812 £20,326 

Gross Profit (GBP  thousands)  £1,715 £1,714 £7,107 £6,785 

Gross Profit Margin 33.4% 33.8% 34.1% 33.4% 
1DCPayments has included statistics only for sites that recorded a transaction in the last calendar month of the period indicated. 

In the Europe division, approximately two thirds of the ATM’s are Company-owned machines similar to 
Canada, but approximately 88% are merchant-loaded ATMs. The Company is also a provider of parts 
and repair services for Triton ATMs in the UK.   

The number of active ATMs was consistent year over year and decreased by 148 in Q4 2014 compared 
to Q3 2014 reflecting seasonality in the Europe division. 

 
(1) Number of Active ATMs included statistics only for sites that recorded a transaction in the last calendar month of the 

period indicated;  

(2) Gross Profit is calculated as Revenue less Cost of Sales; 

(3) Gross Profit per ATM is calculated as Gross Profit for the quarter divided by active ATMs in the last calendar month of the 

quarter. 

In Europe, the ATM revenue model is different in that we received either surcharge revenue on pay to 
use machines or interchange revenue on free to use machines. Generally we will utilize a free to use 
model for high transacting sites, and the general trend is an increase in this type of revenue model.  
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ATM revenue for the three months and year ended December 31, 2014 demonstrated a consistent 
trend year over year, increasing slightly. ATM revenue for the three months ended December 31, 2014 
decreased by 14% to £5.1 million from £6.0 million in Q3 2014, high season for our Europe division. 

For the three months ended December 31, ATM gross profit margins in GBP are consistent year over 
year. Compared to Q3 2014, ATM gross profit margin in GBP increased from 30.8% to 33.4% in Q4 
2014. The net profit associated with special events in the June through September period is lower than 
the corporate average. Further contributing to the increase in ATM gross profit margin was one-time 
costs incurred in deploying a large estate of ATMs that we secured from a competitor in Q3 2014.  

For the year ended December 31, 2014, ATM gross profit margin in GBP increased from 33.4% in 2013 
to 34.1% in 2014. 

The table below illustrates that the exchange rate between the British Pound and Canadian dollar had a 
positive impact on our reported revenue: 

Revenue 

  Three months ended    

  December 31  
  

(thousands)  2014 2013 $ change % change 

British pound revenue GBP £5,135 £5,074 £61 1% 

Weighted average conversion rate  1.7975 1.6979   

Canadian dollar equivalent CAD $9,230 $8,615 $615 7% 

 

  Year ended    

  December 31  
  

(thousands)  2014 2013 $ change % change 

British pound revenue GBP £20,812 £20,326 £486 2% 

Weighted average conversion rate  1.8194 1.6127   

Canadian dollar equivalent CAD $37,865 $32,779 $5,086 16% 
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The table below illustrates that the exchange rates between the British Pound and Canadian dollar had 
a positive impact on our reported gross profit: 

Gross Profit 

  Three months ended   

  December 31   

(thousands)  2014 2013 
$ change % change 

British pound gross profit GBP £1,715 £1,714 £1 0% 

Weighted average conversion rate  1.7837 1.6954   

Canadian dollar equivalent CAD $3,059 $2,906 $153 5% 

 

  Year ended   

  December 31   

(thousands)  2014 2013 
$ change % change 

British pound gross profit GBP £7,107 £6,785 £322 5% 

Weighted average conversion rate  1.8151 1.6125   

Canadian dollar equivalent CAD $12,900 $10,941 $1,959 18% 

Due to the Company’s geographical diversity, seasonality does not have a significant impact on a 
consolidated basis. The following chart illustrates the variation in average transaction volumes per ATM 
on a historical basis. 

 
(1) Number of Active ATMs included statistics only for sites that recorded a transaction in the last calendar month of the 

period indicated; 

(2) Monthly average transactions per ATM are calculated as the monthly transactions divided by active ATMs in the last 

calendar month of the quarter. 
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Other Services Business: 

Revenue from the other services business includes revenue from the credit union and other financial 
institution processing and outsourcing services (“CUFI” business) since November, 2013. The CUFI 
business services are broadly comprised of transaction processing services, card provisioning, 
payments processing, reporting and settlement, fraud management, ATM cash and fleet management 
and project-based consulting services for financial institutions and credit unions clients. 

Revenue from the other services business also includes revenue from processing debit and credit card 
transactions (“prepaid card transactions”) and debit terminal transactions as well as revenue from sales 
of debit terminals and related parts and prepaid products consisting of (a) prepaid cash cards and (b) 
prepaid telephone cards.  

Revenue and gross profit by geographical segment, which includes the Americas, Australasia and 
Europe, is as follows: 

 

 Three months ended December 31, 2014 Three months e nded December 31, 2013 

($ thousands) 
Existing 
business CUFI  Total 

Existing 
business CUFI (1) Total 

Americas       

Revenue $3,831 $7,919 $11,750 $5,615 $4,537 $10,152 
Gross profit   7,402   5,889 gross profit margin  63.0%   58.0% Other (2)       

Revenue - - - 298 - 298 
Gross profit   (1)   (22) gross profit margin  (0.0%)   (7.4%) Total       

Revenue $3,831 $7,919 $11,750 $5,913 $4,537 $10,450 

Gross profit   $7,430   $5,867 

gross profit margin  63.2%   56.1% 
1Other includes other services in Australasia and Europe. The Company does not have active contracts in these jurisdictions as 

at the date of this MD&A. 

 

 Year ended December 31, 2014 Year ended December 31 , 2013 

($ thousands) 
Existing 
business CUFI  Total 

Existing 
business CUFI (1) Total 

Americas       

Revenue $18,834 $31,362 $50,196 $27,801 $4,537 $32,338 
Gross profit   31,494   17,994 gross profit margin  62.7%   55.6% Other (2)       

Revenue 8 - 8 782 - 782 
Gross profit   (30)   255 gross profit margin  N/A%   32.6% Total       

Revenue $18,842 $31,362 $50,204 $28,583 $4,537 $33,120 

Gross profit   $31,494   $18,249 

gross profit margin  62.7%   55.1% 
1The CUFI business includes results for a two-month period only for the 2013 periods presented and represents the acquired 

financial institution business form Threshold.  
2Other includes other services in Australasia and Europe. The Company does not have active contracts in these jurisdictions as 

at the date of this MD&A. 
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Americas 

Revenue in DCPayments’ other services business includes the CUFI business added with the 
Threshold Acquisition, which gave DCPayments a strategic entry point to the financial services industry 
in Canada. The Company now provides a broad range of additional scalable services including being 
the central transaction aggregator for THE EXCHANGE® network in Canada, a shared surcharge-free 
ATM network comprised of over 200 financial institutions. Transaction processing services are provided 
to approximately 70 financial institutions in Canada. The largest customer for these services is Central 
1 Credit Union where services are provided to financial institutions via a master services agreement. In 
addition to processing, services provided include the management of the manufacturing and 
personalization of debit cards to the CUFI client base as well as tailored managed services ranging 
from integrated incident and cash management solutions to complete ownership and management of 
the client’s ATM fleet. The Company also acts as a reseller of ATMs and provides project–based 
consulting services.  

2014 results for the CUFI business revenue streams are as follows. Comparative results have not been 
provided as they were for a two month transitional period only. 

 

(thousands) 
Three months ended  

December 31, 2014 
Year ended  

December 31, 2014 
  
Switching services $3,694 $14,564 

Managed services 2,709 10,835 

Other 1,516 5,963 

Total Revenue $7,919 $31,362 

Gross Profit $5,662 $22,323 

 
Revenue in DCPayments’ other services from its traditional business has been declining significantly 
over the last couple of years. The Company has two large customers in the prepaid card business.  

CashStore contributed approximately $1.7 million in gross profit for the three months ended December 
31, 2014 (including $0.6 million for one-time fees) and $7.0 million (including $0.9 million for one-time 
fees) for the year ended December 31, 2014 prior to incremental personnel and other operating costs. 
DCPayments’ contract with this customer extended to December 31, 2020, however CashStore is 
currently operating under CCAA. Under CCAA a large number of CashStore’s locations were 
transferred to Money Mart. Effective February 6, 2015 DCPayments has a transitional service 
agreement with Money Mart to provide processing and ATM services in approximately 150 Money Mart 
locations. The Company has no assurance that it will continue to provide products and services to 
Money Mart on a long-term basis. 

The gross profit margin in the Americas increased from 56.1% in Q4 2013 to 63.0% in Q4 2014. The 
gross margin is consistent compared to Q3 2014. The Company experienced gross profit margin 
increases year over year through diversification of services and with the addition of the CUFI business 
at accretive gross margins. Project-based revenue was a key contributor, with increases in revenue of 
$0.4 million from Q4 2013 and $2.5 million from YTD 2013. 

For the three months ended December 31, 2014 existing business revenue decreased by $1.8 million 
or 32% compared to the prior year period and for the year ended December 31, 2014 existing business 
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revenue decreased by $9.0 million or 32% compared to 2013 reflecting the significant decline in 
CashStore’s business. Revenue of the existing business for Q4 2014 compared to Q3 2014 was 
consistent. 
 
Vault Cash Rental Costs 

 Three months ended    

 December 31  
  

($ thousands)  2014 2013 $ change % change 

Americas $ 494 $ 145 $ 349  241% 

Australasia 1,636 2,099 (463) (22%) 

Europe 275 208 67 32% 

Total $2,405 $2,452 $(47) (2%) 

% of ATM revenue 4.3% 4.4%   

 Year ended    

 December 31  
  

($ thousands)  2014 2013 $ change % change 

Americas $ 1,639 $ 145 $ 1,494  1030% 

Australasia 6,866 8,548 (1,682) (20%) 

Europe 985 664 321 48% 

Total $9,490 $9,357 $ 133 1% 

% of ATM revenue 4.2% 4.5%   

The decrease in the Company’s vault cash rental costs in Australasia for the three months and year 
ended December 31, 2014 over the comparative periods reflect fee reductions negotiated in early 2014 
which resulted in a reduction of the margin applied to the BBSY rate of 45% and a reduction in the fixed 
facility fee by 50% from previous levels. 

In Europe, the increase in vault cash rental costs reflect a 13% increase due to appreciation of the 
British Pound against the Canadian dollar, as well as a 27% increase in the number of ATMs cash 
loaded by the Company.  

In the Americas, as at December 31, 2014 approximately 80% of the Company-loaded ATMs were 
supplied under our vault cash rental agreement. DCPayments completed the conversion to vault cash 
in less than three months in the first half of 2014. Prior to 2014, the Company utilized its own cash with 
the cost included in finance costs. In the Americas, the vault cash rental costs in Q4 2014 were 
consistent with Q3 2014.  
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Selling, General & Administrative Expenses (“SG&A”)  

 Three months ended    

 December 31  
  

($ thousands)  2014 2013 $ change % change 

Personnel expenses $9,350 $8,487 $863 10% 

% of gross profit 28.0% 26.0%   

Other expenses $5,248 $4,186 $1,062 25% 

% of gross profit 15.7% 12.8%   

 Year ended    

 December 31  
  

($ thousands)  2014 2013 $ change % change 

Personnel expenses $38,373 $29,257 $9,116 31% 

% of gross profit 27.1% 24.2%   

Other expenses $20,611 $15,801 $4,810 30% 

% of gross profit 14.6% 13.0%   

SG&A is made up of personnel and other expenses.   

The increase in personnel expenses for the three months and year ended December 31, 2014 
compared to prior year reflects the inclusion of personnel added with the Threshold Acquisition. On a 
year over year basis, approximately $8.0 million of the increase is attributable to the additional staff.  
With this transition, the Company has experienced an increase in overall benefit costs of approximately 
2% which reflects the increase of Ontario-based employees where these costs are higher, as well as a 
higher proportion of professional staff due to the nature of the operations. The increase in personnel 
costs for the year ended December 31, 2014 also includes approximately $0.6 million attributed to the 
Europe operations as a result of the appreciation of the British Pound against the Canadian dollar. The 
Company had 390 full time staff on a global basis at the end of 2014 compared to 419 at the end of 
2013. 

Other expenses for the three months and year ended December 31, 2013 included two months results 
for the Threshold Acquisition, resulting in increases in 2014 of $0.3 million and $2.5 million for the Q4 
and year to date periods, respectively.  For the year ended December 31, 2014 compared to 2013, 
travel costs increased by approximately $0.5 million which reflects incremental costs of the Eze 
acquisition and renegotiation of several significant contracts internationally, as well as ongoing travel 
costs in association with the Toronto based CUFI business and continued global cross training of staff. 
Professional fees increased significantly in 2014, by $1.2 million. This includes $0.7 million in global 
legal fees, primarily related to post-employment and non-compete related litigation matters in 
Australasia. External and internal audit fees increased as a result of expanded operations and 
DCPayments incurred tax advisory fees in 2014 in relation to complex cross-border taxation planning; 
these fees accounted for an additional $0.5 million in professional fees.  

The Company also has several initiatives in progress to integrate technology internationally, and in 
2014 replaced its website in three jurisdictions at a total cost of $0.1 million. 
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Finance Costs 

 For three months ended For year ended 

 December 31 December 31 

 2014 2013 2014 2013 

Unsecured senior notes $2,560 $2,560 $10,156 $10,156 

Term facility 647 968 2,946 4,182 

Revolving facility  419 705 1,836 1,642 

Amortization of transaction costs 418 454 1,943 1,981 

Realized loss on interest rate swaps 188 153 701 370 

Unrealized loss (gain) on interest rate     

swaps 416 (252) 1,167 10 

Debt carrying costs 186 270 772 869 

Other 365 373 594 441 

 $5,199 $5,231 $20,115 $19,651 

For the three months ended December 31, 2014, finance costs related to the Company’s secured credit 
facility decreased by $0.7 million compared to the prior year and were consistent with Q3 2014. 
Similarly, for the year ended December 31, 2014, finance costs related to the Company’s secured credit 
facility decreased by $1.2 million compared to the prior year. The reduction in finance costs reflects 
repayments on the Company’s term facility of $22.5 million and repayment on the Company’s revolving 
facility of $26.5 million during the year. The decrease in finance costs is offset by the increase in vault 
cash rental costs on the transitioned fleet of approximately $0.8 million. 

On the Canadian dollar borrowings under the credit facility, the Company utilized only prime rate 
advances. On the Australian dollar borrowings, the Company utilized only BBSY based advances. The 
applicable margin is reset quarterly based on the Company’s financial covenants and did not change 
materially from 2013 to 2014. 

For the year ended December 31, 2014, the realized and unrealized losses on the Company’s interest 
rate swaps increased by $1.5 million compared to the prior year. The Company has interest rate swaps 
in place on A $100 million of its Australian vault cash requirements to mitigate interest rate risk, and 
valuations were adversely impacted over the last twelve months with the decline in the benchmark 
interest rate. Effective February 27, 2015 the Company cancelled the A$ 50 million interest rate swap 
due October 31, 2015 at a 3.28% fixed BBSY rate and replaced it with an A $50 million swap due 
February 27, 2018 at a 2.75% fixed BBSY rate.  
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Foreign Exchange 

The following table discloses the Company’s realized and unrealized gains and losses, primarily 
attributed to Australian dollar denominated debt and foreign exchange contracts, for the periods 
indicated: 

 For three months ended For year ended 

 December 31 December 31 

 2014 2013 2014 2013 

Realized gain (1,403) (401) (999) (660) 

Unrealized loss (gain) (1,320) (658) 260 (3,506) 

CAD/AUD exchange rates:     

At beginning of period 0.9790 0.9607 0.9496 1.0339 

At end of period 0.9479 0.9496 0.9479 0.9496 

The Company reflects all foreign exchange gains and losses on inter-corporate debt with its Australian 
subsidiary through the statement of operations. 

Depreciation and Amortization 

Depreciation of property and equipment did not change significantly for the year ended December 31, 
2014 compared to 2013.   

Amortization of intangible assets is primarily attributable to the cost of acquiring customer contracts and 
relationships, and increased by $2.2 million for the year ended December 31, 2014 reflecting a full year 
of intangibles acquired pursuant to the Threshold Acquisition. Of the total amortization expense of 
$37.9 million for the current year, $8.5 million is attributable to the contracts acquired in Europe in 2012 
which will be fully amortized during the first half of the 2015 calendar year. 

Income Taxes 

Current income taxes increased by $1.2 million for the year ended December 31, 2014 compared to the 
prior period, primarily as a result of the GST gain realized in Australia. In Canada, the Company has 
approximately $31.2 million of non-capital losses carried forward. 

Deferred income taxes recovered are primarily related to the amortization of the Company’s intangible 
assets acquired through business combination and did not change materially across periods. 

Net Income 

Net income for the three months ended December 31, 2014 increased by $2.4 million compared to the 
prior year period primarily due to inclusion of the Threshold operations for a full three month period in 
2014. Net income for the year ended December 31, 2014 increased by $3.6 million year over year. The 
positive impact of the full year of Threshold operations and the GST gain in Australia was offset by a 
$3.8 million negative swing in unrealized foreign exchange and related tax effects. 
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EBITDA  

The following is the reconciliation from net income (loss) to EBITDA: 

 
 Three months ended Year ended 
 December 31 December 31 

($ thousands) 2014 2013 2014 2013 

Net income (loss) $1,113 $(1,268) $3,665 $85 
Add (deduct):     

Finance costs 5,199 5,231 20,115 19,651 

Acquisition-related expenses 382 1,596 382 1,596 

Other gains - - (3,963) - 

Depreciation of property and equipment 3,993 4,903 16,643 16,509 

Amortization of intangible assets 9,567 9,269 37,914 35,737 

Unrealized loss (gain) on foreign      

exchange (1,320)               (658) 260 (3,506) 

Current income tax expense 1,056 1,639 7,463 6,283 

Deferred income tax benefit (2,154) (2,803) (8,440) (8,669) 

EBITDA $17,836 $17,909 $74,039 $67,686 
EBITDA margin(1) 26.2% 27.3% 26.7% 28.0% 

1A non-GAAP measure – see definition under “Non-GAAP Measures”. 

For the three months ended December 31, 2014, EBITDA was consistent compared to the prior year 
period and gross profit increased by 2% over the prior year period. For the year ended December 31, 
2014 EBITDA increased by 9% over the prior year and gross profit increased by 17%. The positive 
impact of the Threshold operations’ was offset by the increase in SG&A.  Further offsetting the positive 
impact was the increase in vault cash rental costs incurred in Canada due to conversion of Canadian 
ATMs from utilizing corporate cash inventory to utilizing rented vault cash, formerly included in finance 
costs as well as the reduction in the existing other services business discussed above. 

As a percentage of revenue, EBITDA was 26% for the three months ended December 31, 2014 and 
27% in 2013. EBITDA was 27% as a percentage of revenue for the year ended December 31, 2014 
and 28% in 2013. 
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Funds from Operations 

The following is the reconciliation from net income (loss) to funds from operations: 

 

 Three months ended Year ended 

 December 31 December 31 

($ thousands, except per share amounts) 2014 2013 2014 2013 

Net income (loss)  $1,113 $(1,268) $3,665 $85 

Add (deduct):     

Depreciation of property and equipment 3,993 4,903 16,643 16,509 

Amortization of intangible assets 9,567 9,269 37,914 35,737 

Unrealized loss (gain) on foreign     

   exchange (1,320) (658)  260 (3,506) 

Deferred income tax benefit (2,154) (2,803) (8,440) (8,669) 

Unrealized loss (gain) on interest rate     

   swaps 416 (252) 1,167 10 

Realized foreign exchange gain     

   on repayment of debt (1,270) (347) (1,301) (389) 

Other non-cash charges 622 921 2,548 2,860 

 10,967 9,765 52,456 42,637 

Productive capacity maintenance capital(1) (1,636) (1,464) (4,642) (4,727) 

Funds from operations (1) $9,331 $8,301 $47,814 $37,910 

Funds from operations per share, basic(1) 0.53 0.49 2.73 2.27 

Funds from operations per share, diluted(1) 0.53 0.49 2.72 2.26 

Dividends declared  $6,332 $5,959 $24,714 $23,181 

Dividends declared per share $0.36 $0.35 $1.41 $1.38 

Funds from operations payout ratio  67.9% 71.8% 51.7% 61.1% 
1A non-GAAP measure – see definition under “Non-GAAP Measures”. 

Cash dividends and productive maintenance capital programs have been historically funded via cash 
from operations, while growth capital expenditures have primarily been funded with debt.  Additional 
borrowing and equity issues may be required to increase productive capacity over time and to fund 
acquired operations.  

Funds from operations cannot be assured to continue at historical levels.  See “Key Business Risks” for 
a list of factors which could negatively impact cash flows.  DCPayments intends to utilize DCPayments’ 
credit facilities as part of its capital structure in order to fund future capital growth, operating within the 
covenants of DCPayments’ credit facility, thus enhancing funds from operations. 
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Contractual Obligations 

        

As at December 31, 2014  ($ thousands)  Total 1-3 year 4-5 years Thereafter 
    0 0 0 0  Operating leases and other(1) $20,765 $9,747 $2,589 $8,429 

Long-term debt and interest obligations(2) 224,902 80,257 144,645 - 

Finance lease obligations(3) 595 595 - - 

Revolving credit facility(4) 29,765 29,765 - - 

Total $276,027 $120,364 $147,234 $8,429 
1Includes rent of office and warehouse space and equipment as well as other contractual obligations.  
2Includes future interest obligations, assuming current interest rates. 
3Includes ATM and equipment finance lease obligations excluding future interest obligations. 
4Includes revolving credit facility excluding future interest obligations. 

The Company extended its Toronto and Calgary office rental agreements during 2014. The original 
Toronto rental agreement expires on February 28, 2017 and the term was extended for another thirteen 
years to February 28, 2030. This extension increased the Company’s total contractual obligations by 
approximately $3.5 million compared to December 31, 2013. The original Calgary rental agreement was 
to expire on June 30, 2016 and was extended to April 30, 2025. This extension increased the 
Company’s total contractual obligations by approximately $3.2 million compared to December 31, 2013. 

 
 
Capital Expenditures 

 Year ended December 31 

($ thousands) 2014 2013 

Property and equipment $9,083 $10,151 

Intangible assets 1,069 4,116 

Corporate acquisitions 13,222 34,971 

Total capital additions 23,374 49,238 

Disposals/derecognized(1) (3,519) (4,149) 

Net capital additions 19,855 45,089 

   

Split between growth and maintenance:   

Growth capital 15,213 40,362 

Maintenance capital 4,642 4,727 

 $19,855 $45,089 
1Primarily related to transfers of ATM’s back to inventory on decommissioning. 

Growth capital expenditures relate to acquisitions and other expenditures that increase the Company’s 
productive capacity and can vary widely between reporting periods. Property and equipment and 
intangible expenditures associated with net new ATM sites owned by DCPayments are included in 
growth capital expenditures. For the year ended December 31, 2014, growth capital expenditures were 
$15.2 million (December 31, 2013 - $40.4 million). Growth capital expenditures in 2014 included the 
Eze Acquisition and growth capital expenditures in 2013 included the Threshold Acquisition. See note 4 
to the audited consolidated financial statements for further details of these acquisitions. 

Maintenance capital expenditures are costs incurred to maintain productive capacity at existing levels, 
and include incremental costs incurred for upgrading existing ATM sites owned by DCPayments. For 
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the year ended December 31, 2014, maintenance capital expenditures were $4.6 million (December 31, 
2013 - $4.7 million).  

During 2015 and 2016 the Company will be completing the upgrade of its office space and main 
warehouse facilities in Toronto and Calgary and relocating the UK office and warehouse. Total costs of 
the Toronto upgrade, which will be completed by the end of March, 2015 are expected to be $2.7 
million, of which $0.7 million had been incurred to December 31, 2014. Building planning and 
negotiations with the landlord for the UK office are ongoing, and the Calgary upgrade is not expected to 
be a significant expenditure. 

For 2015 and 2016, the Company will incur additional regulatory maintenance capital expenditures to 
complete its Europay, MasterCard and VISA (“EMV”) ATM upgrades by December 2015 for 
MasterCard and VISA and by December 2016 for domestic transactions in Australia. 

Related Party Transactions 

DirectCash Bank 

DCPayments is party to various service and marketing agreements with DirectCash Bank (“DC Bank”), 
in which DCPayments provides transaction processing and technology services to DC Bank and DC 
Bank provides services and products to DCPayments or its customers for a fee.  All contracts are 
negotiated at market terms and rates.  DC Bank is indirectly owned by two of the original principals of 
DCPayments, who continue to maintain significant ownership in the Company.  One of DC Bank’s 
significant shareholders (indirectly through a holding corporation) is also DCPayments’ President and 
CEO. Any transactions between DCPayments and DC Bank are approved by independent directors. 
During the three months and year ended December 31, 2014, DCPayments paid approximately $0.4 
and $1.6 million (2013: $0.4 and $1.6 million) of fees to DC Bank associated with various agreements 
with DC Bank.  The related party balance payable to DC Bank at December 31, 2014 was 
approximately $0.4 million (December 31, 2013: $0.2 million). 

On May 13, 2014, DCPayments announced an agreement to acquire DC Bank, subject to a number of 
regulatory, governmental and other approvals and consents, including the approval of the Minister of 
Finance (Canada) and the Toronto Stock Exchange. The process of obtaining these approvals is 
ongoing.  

Key Management Remuneration 

Key management personnel receive compensation primarily in the form of short-term employee 
benefits and share-based payment awards.  During the year, DCPayments paid key management 
remuneration of approximately $3.9 million (2013: $4.2 million) including total salary and bonus of $3.4 
million (2013: $3.1 million) and share-based payments of $0.5 million (2013: $1.1 million). As at 
December 31, 2014 and 2013 DCPayments included seven individuals as key management personnel. 
Of the total bonus remuneration paid in 2013, $0.4 million was included in acquisition-related expenses. 

Changes in Capital Structure 

As at March 25, 2015 the number of common shares outstanding was 17,589,279. 

Normal Course Issuer Bid 

The Company has a normal course issuer bid to purchase, as it considers advisable, outstanding 
common shares on the open market in accordance with the rules of the Toronto Stock Exchange 
(“TSX”). As approved by the TSX, the Company is authorized to purchase up to 879,464 common 
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shares, representing approximately 5% of the currently issued and outstanding common shares. To 
date, DCPayments has not purchased any common shares under the normal course issuer bid. 

The Company is authorized to make purchases during the period from April 1, 2014 to March 31, 2015 
or such earlier time as the bid is completed or terminated at the option of DCPayments. Any common 
shares the Company purchases will be purchased through the facilities of the TSX, at the prevailing 
market price at the time of the transactions. 

In accordance with the rules of the TSX, the total number of common shares the Company is permitted 
to purchase is subject to a daily purchase limit of 14,687 shares, other than through block purchase 
exceptions. The Company has appointed Acumen Capital Finance Partners Limited as its broker to 
conduct the transactions. All common shares acquired under the bid will be cancelled.  

A shareholder of DCPayments may obtain a copy of the notice filed with the TSX in relation to the bid, 
free of charge, by contacting the Chief Financial Officer of DCPayments at Bay 6, 1420 – 28 Street 
N.E., Calgary, Alberta T2A 7W6, telephone: (403) 387-2103 or by faxing a written request to (403) 451-
2103. 

Liquidity and Capital Resources  

DCPayments believes that the funds generated from operations will be sufficient to allow DCPayments 
to meet ongoing requirements for working capital, maintenance capital expenditures including 
investments in technology capital, interest expense, and cash dividends to shareholders. 

DCPayments’ actual funds generated from operations will be dependent upon future operational 
performance, which in turn will be subject to financial, tax, business and other factors. 
 
Working Capital 
 

As at December 31   
  

($ thousands)  2014 2013 $ change % change 

Current assets (��  $42,063 $75,565 $(33,502) (44)% 

Current liabilities (2) $(58,244) $(60,027) $1,783 (3)% 
1 Excludes $6.4 million and $4.8 million restricted funds assets for 2014 and 2013, respectively. 
2 Excludes $6.4 million and $4.8 million restricted funds liabilities for 2014 and 2013, respectively. 

As at December 31, 2014, the Company’s current assets decreased by $33.5 million compared to the 
previous year end. During 2014, the Company completed the transition of its Canadian ATM fleet from 
utilizing corporate vault cash to rented vault cash. The cash inventory released from the conversion was 
used to repay long-term debt. As a result, the cash in circulation as at December 31, 2014 decreased 
by $35.0 million. This decrease was offset by an increase in trade and other receivables in Australasia 
primarily from one large customer where the Company collected the outstanding balance subsequent to 
year end.   

Due to the significant repayment of term debt in the first half of 2014, the current portion of long-term 
debt has reduced by $10.2 million from December 31, 2013 to 2014. This reduction in current liabilities 
was offset by an $8.6 million increase in trade and other payables primarily due to payment holdbacks 
to vendors pending finalization of contractual issues or disputes.  

The non-cash working capital of DCPayments regularly fluctuates between periods and is dependent 
upon factors such as the timing of settlement payments to merchants for vault cash and prepaid 
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products, short term inventory requirements, the timing of bulk inventory shipments, and the timing of 
accounts receivable collections and payment of liabilities. Fluctuations in the Company’s non-cash 
working capital requirements are funded with the revolving credit facility. 

Credit Facilities utilized for working capital  

As of December 31, 2014, DCPayments had utilized approximately $33.8 million (December 31, 2013: 
$62.6 million) of total available credit facilities of $115 million.  A summary of DCPayments’ available 
credit at December 31, 2014 is as follows: 

Credit Facilities 

($ thousands) Utilized Limit Available 

Revolving credit facility $33,817 $115,000 $81,183 

DCPayments has a $115 million five-year revolving credit facility available for general corporate 
purposes, maturing June 28, 2017. As at December 31, 2014, the Company has posted letters of credit 
totaling approximately $4.1 million (US$ 3.0 million and A$ 0.6 million) in connection with third-party 
contracts in Canada and Australia. These letters of credit reduce the Company’s borrowing capacity 
under the revolving facility. The Company had outstanding draws of $29.8 million under the revolving 
credit facility as at December 31, 2014. 

Changes in Long-term Debt – Senior Secured Faciliti es 

During the year ended December 31, 2014, the Company repaid a total of $19.4 million and A$ 3.3 
million on its term loan (December 31, 2013 - $12.2 million and A$ 2.0 million).  Under the terms of this 
facility, 50% of the loan amortizes over five years in escalating quarterly instalments commencing 
February 28, 2013 and matures on June 28, 2017. Concurrent with the April, 2014 repayment, the 
Syndicate agreed to reduce the mandatory principal repayments due over the next three years by $20.0 
million under an amended loan amortization schedule and the Company’s cash flow sweep requirement 
at December 31, 2013 was eliminated. As at December 31, 2014, only $5.3 million of the term loan 
amortization prior to maturity remains, including $2.0 million for the next 12 months. 

In October, 2014 DCPayments borrowed an additional A$ 12 million on our Australian dollar revolving 
facility to complete the Eze Acquisition and subsequently repaid A$ 2.0 million prior to year end.  
 

Financial Instruments and Risk Management  

The Company's financial instruments include its cash and cash equivalents, trade and other 
receivables, loans receivable, interest rate swaps, foreign exchange contracts, trade and other 
payables, other liabilities and long-term debt. A summary of the fair value measurements are disclosed 
in note 18 to the audited consolidated financial statements. 

Risk exposures 

The Company is exposed to certain risks relating to its ongoing business operations. DCPayments’ 
overall risk management program focuses on the unpredictability of financial markets and seeks to 
minimize potential adverse effects on its financial performance.  

Foreign currency risk: 

DCPayments is exposed to foreign currency fluctuations primarily as a result of its investments in 
Australasia, the United Kingdom and Mexico. The Company also has outstanding term and revolving 
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loans denominated in Australian dollars and owns cash in circulation in New Zealand dollars and in 
Mexico denominated in both Peso and US dollars. The Company enters into foreign exchange 
contracts to hedge its exposure to the foreign currency risks in addition to utilizing the Australian dollar 
denominated debt as a natural hedge.  

A summary of the foreign exchange contracts in place as at December 31, 2014 are disclosed in note 
18 to the audited consolidated financial statements. For the three months and year ended December 
31, 2014 the Company recognized a mark to market net gain of $0.6 million and $0.8 million, 
respectively. The fair value of the foreign exchange contracts is based on pricing models where the 
inputs include forward curves, volatility estimates and discount rates (level 2 inputs).  

Interest rate risk: 

Interest rate risk is the risk that the fair value of the future cash flows of a financial instrument will 
fluctuate because of changes in market interest rates. 

DCPayments is exposed to interest rate risk on its revolving credit facility and term credit facility which 
are subject to variable interest rates. The Company has not entered into interest rate swaps or other 
financial arrangements that mitigate this exposure to interest rate fluctuations.  

The Company is also exposed to interest rate risk on its vault cash rental facilities. As at December 31, 
2014 the Company held two interest rate swaps to mitigate the risk on its Australian dollar denominated 
vault cash rental facilities: January 31, 2014 to October 31, 2015 – A $50 million at a 3.28% fixed BBSY 
rate and April 30, 2014 to April 28, 2017 – A $50 million at a 3.66% fixed BBSY rate. Effective February 
27, 2015 the Company cancelled the interest rate swap due October 31, 2015 and replaced it with a 
February 27, 2015 to February 27, 2018 - A$50 million swap at a 2.75% fixed BBSY rate.  

As at December 31, 2014, the fair value of the Company's interest rate swaps was a liability of 
approximately $1.7 million (December 31, 2013 - $0.6 million). The fair value of the interest rate swaps 
is based on pricing models where the inputs include forward curves, volatility estimates and discount 
rates (level 2 inputs).  

Credit risk: 

Credit risk is the risk of an unexpected loss if a counterparty fails to meet its contractual obligations. 
The carrying amount of the financial assets represents the maximum credit exposure. 

Credit exposures can arise, normally for a short period of time as the Company depends on its 
customers to pay for products and services. DCPayments’ contracts typically provide for the ability to 
settle ATM and point of sale transactions directly to the benefit of DCPayments, which substantially 
reduces the credit risk of trade and loans receivable. As at December 31, 2014, the total provision for 
uncollectible amounts was $0.8 million and the Company had $0.6 million in outstanding trade 
receivables over 90 days that it considers not be impaired.   

DCPayments typically also has the contracted ability to require funds to be paid by the customer in 
advance of funding a prepaid card in the prepaid products line of business. DCPayments is potentially 
exposed to credit risk on its restricted funds. DCPayments limits its exposure to credit risk by holding 
liquid securities with a regulated financial institution. Given the current standing of the regulated 
financial institution, the Company believes that the risk of default on these deposit obligations to be 
minimal. 
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Liquidity risk: 

DCPayments may be exposed to liquidity risk if it is unable to collect its trade receivables balances on a 
timely basis, which in turn could impact the ability to meet commitments under its long-term debt 
agreements.  The Company’s policy is to maintain a conservative debt to total capitalization structure, 
maintain a diverse clientele of well-established and well financed entities, and to maintain sufficient 
capacity within its revolving credit facilities to meet immediate liquidity requirements. The following table 
shows the maturities of the Company’s financial liabilities: 

 
     Within   

As at December 31, 2014 ($ thousands)  Total 1 year 2-5 years 6-7 years 
    0 0 0 0  Trade and other payables $44,383 $44,383 $- $  - 

Long-term debt and interest obligations1 224,902 11,262 213,640 - 

Other current liabilities 12,076 12,076 -   - 

Other long-term liabilities 709 - 709 - 

Interest rate swaps 1,725 324 1,401  

Revolving credit facility 2 $29,765 $- $29,765 $- 
(1) Includes future interest obligations calculated based on the interest rates in effect on December 31, 2014 but excludes finance 

lease payments. 
(2)�Includes revolving credit facility excluding future interest obligations. 
 
In addition, DCPayments has an outstanding purchase order commitment of approximately $4.0 million 
as of December 31, 2014 pursuant to the Eze Acquisition. 
 
Significant Customers and Contracts 

As at December 31, 2014 and the comparable prior year period, DCPayments had no customer that 
accounted for greater than 10% of the Company’s consolidated revenue. 

Within certain operating segments, DCPayments has major customers. In the Australasia ATM 
business segment, this includes two contracts for full service ATM management services. Within the 
Americas other services business segment, the Company has two major contracts. Within the CUFI 
business section, the Company has one major contract.  

DCPayments is reliant on its relationship with DC Bank for certain services DCPayments provides in 
the other services business. DC Bank is the card issuer of all prepaid card programs and is the principal 
merchant of MasterCard, Visa and Interac. Only financial institutions are permitted to issue debit and 
credit cards on financial networks in Canada. DC Bank also provides account services to certain 
DCPayments clients, whereby DCPayments earns a commission on the services provided directly by 
DC Bank. DCPayments is reliant on its relationships with certain other sponsor banks, including 
Bendigo and Adelaide Bank Limited in Australia and Multiva Bank in Mexico. 

DCPayments is reliant on its relationship with the vault cash providers in Australia, Canada and Europe.  

Off Balance Sheet Arrangements 

DCPayments has access to vault cash rental agreements for the supply of cash to ATMs owned by the 
Company in Canada, Australia and United Kingdom – see details in note 12 to the audited consolidated 
financial statements. Under these agreements, cash is owned by the vault cash provider who has 
contracts directly with or authorizes the Company, as Agent, to contract with transaction acquirers, 
settlement agents and armoured car carriers. DCPayments does not have access to this cash; the only 
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purpose is to load cash into ATMs governed under the agreement. The settlement of the cash asset 
and corresponding liability is through regulated clearing systems and as such a right of set-off exists. As 
a result of the above factors, no asset or liability is shown for these amounts in the financial statements. 
The amounts in circulation under these facilities were approximately $219 million and $218 million as of 
December 31, 2014 and December 31, 2013, respectively.  

As at December 31, 2014, the Company has posted letters of credit totaling approximately $4.1 million 
(US$ 3.0 million and A$ 0.6 million).  

Recent Accounting Pronouncements 

The following pronouncements from the International Accounting Standards Board (“IASB”) are 
applicable to DCPayments and will become effective for future reporting periods, but have not yet been 
adopted: 

 

·  IFRS 15 Revenue from Contracts with Customers - On May 28, 2014 the IASB issued IFRS 15 
Revenue from Contracts with Customers.  The new standard is effective for fiscal years ending 
on or after December 31, 2017 and is available for early adoption. IFRS 15 will replace IAS 11 
Construction Contracts, IAS 18 Revenue, IFRIC 13 Customer Loyalty Programmes, IFRIC 15 
Agreements for the Construction of Real Estate, IFRIC 18 Transfer of Assets from Customers, 
and SIC 31 Revenue – Barter Transactions Involving Advertising Services. The Company 
intends to adopt IFRS 15 in its financial statements for the annual period beginning on January 
1, 2017. The extent of the impact of adoption of the standard has not yet been determined. 
 

·  IFRS 9 Financial Instruments - On July 24, 2014 the IASB issued the complete IFRS 9 (IFRS 9 
(2014)). IFRS 9 (2014) introduces new requirements for the classification and measurement of 
financial assets. Under IFRS 9 (2014), financial assets are classified and measured based on 
the business model in which they are held and the characteristics of their contractual cash 
flows. The standard introduces additional changes relating to financial liabilities. It also amends 
the impairment model by introducing a new ‘expected credit loss’ model for calculating 
impairment. The effective date for IFRS 9 is for annual periods beginning on or after January 1, 
2018�and must be applied retrospectively with some exemptions.  
 

·  Amendments to IAS 1- On December 18, 2014 the IASB issued amendments to IAS 1 
Presentation of Financial Statements as part of its major initiative to improve presentation and 
disclosure in financial reports (the “Disclosure Initiative”).  The amendments are effective for 
annual periods beginning on or after January 1, 2016. Early adoption is permitted.  

The Company does not intend to early adopt these amendments discussed above in its consolidated 
financial statements. The extent of the impact of adoption of these standards has not yet been 
determined and the Company is currently assessing the impact of adopting these pronouncements. 

Internal control over financial reporting (ICFR)  

ICFR is defined in Multilateral Instrument 52-109, “Certification of Disclosure in Issuers Annual and 
Interim Filings” as “a process designed by, or under the supervision of, an issuer’s certifying officers, 
and effected by the issuer’s board of directors, management and other personnel, to provide 
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reasonable assurance regarding the reliability of financial reporting and the preparation of financial 
statements for external purposes in accordance with the issuer’s GAAP”.  

DCPayments’ management is responsible for establishing and maintaining adequate internal control 
over financial reporting of DCPayments. Internal control over financial reporting, no matter how well 
designed has inherent limitations and cannot provide absolute assurance that the objectives of the 
control system will be met.   Therefore internal control over financial reporting determined to be 
effective can provide only reasonable assurance with respect to financial statement preparation and 
may not prevent or detect all misstatements. 

Under the supervision and with the participation of management, including our President and CEO and 
our CFO, an evaluation of the effectiveness of the internal control over financial reporting was 
conducted as of December 31, 2014 based on the criteria described in “Internal Control – Integrated 
Framework” issued in 2013 by the Committee of Sponsoring Organizations of the Treadway 
Commission.  

A material weakness in internal controls is a significant deficiency, or combination of significant 
deficiencies, that results in more than a remote likelihood that a material misstatement of the financial 
statements would not be prevented or detected on a timely basis by DCPayments.  

Management of DCPayments has concluded that DCPayments’ ICFR, as defined in NI 52-109, was not 
effective as at the reporting date, due to the following material weaknesses: 

·  Due to the small size of DCPayments, it did not maintain effective segregation of duties over 
certain transactions and processes which can lead to ineffective monitoring and supervision.  

·  DCPayments has a limited number of employees to deal with complex legal, taxation, regulatory 
and reporting issues. Due to the concentration of expertise in a small group of personnel, there is a lack 
of independent review of certain tasks. 

Impact of Material Weaknesses 

Due to their nature, the potential impact of these material weaknesses cannot be assessed or predicted 
with any degree of accuracy. 

Remediation to Address Material Weakness 

DCPayments engages outside expertise to assist with complex issues when deemed necessary. 

Changes in Internal Control over Financial Reporting  

For the year ended December 31, 2014, DCPayments has included the Threshold operations into its 
design of ICFR. The Company’s design of ICFR now includes controls, policies and procedures for all 
subsidiary companies acquired prior to January 1, 2014.  

Recent Acquisitions 

Due to the timing of the Eze Acquisition, DCPayments limited its design of ICFR to exclude controls, 
policies and procedures of the acquired Eze operations for the year ended December 31, 2014. Eze 
has been incorporated into the design of the Company’s ICFR effective January 1, 2015. 
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The following are included in the Company’s December 31, 2014 Consolidated Financial Statements: 

 ($ thousands) Ezeatm Services Pty Ltd.  

Current assets $783 

Non-current assets 14,959 

Current liabilities 1,380 

Non-current liabilities $3,017 

�

 Revenue 
Net income 

before taxes 

November 1, 2014 to December 31, 2014 $2,781 $162 
 

Disclosure Controls and Procedures (DC&P)  

DC&P are defined in Multilateral Instrument 52-109, “Certification of Disclosure in Issuers Annual and 
Interim Filings” as “controls and other procedures of an issuer that are designed to provide reasonable 
assurance that information required to be disclosed by the issuer in its annual filings, interim filings or 
other reports filed or submitted by it under securities legislation is recorded, processed, summarized 
and reported within the time periods specified in the securities legislation and include controls and 
procedures designed to ensure that information required to be disclosed by an issuer in its annual 
filings, interim filings or other reports filed or submitted under securities legislation is accumulated and 
communicated to the issuer’s management, including its certifying officers, as appropriate to allow 
timely decisions regarding required disclosure”. 

DC&P are designed to provide reasonable assurance that all relevant information is gathered and 
reported to senior DCPayments’ management, including the Chief Executive Officer and Chief Financial 
Officer, on a timely basis so that appropriate decisions can be made regarding public disclosure.  

In late 2014 DCPayments’ management evaluated the effectiveness of the design and operation of 
DCPayments’ disclosure controls and procedures and concluded that DCPayments’ DC&P are not 
effective due to the weaknesses in internal control identified above under “Internal Control over 
Financial Reporting”.  

Critical accounting judgments and estimates  

The preparation of consolidated financial statements in conformity with IFRS requires management to 
make judgments, estimates and assumptions that affect the reported amounts of assets and liabilities at 
the date of the consolidated financial statements and the reported amounts of revenues and expenses 
during the reporting period.  Although these estimates are based on management’s best knowledge of 
the amount, event or actions, actual results ultimately may differ from those estimates. The following 
judgments and estimates are those deemed by management to be material to DCPayments’ financial 
statements:  

Judgments: 

Depreciation and amortization 

Depreciation and amortization methods for ATM equipment, debit terminal equipment, other tangible 
assets, acquired contracts and other intangible assets are based on management’s judgment of the 
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most appropriate method to reflect the pattern of each class of asset’s future economic benefit 
expected to be consumed. Among other factors, these judgments are based on industry standards and 
DCPayments’ specific history and experience. 

Impairment �

Assessment of impairment is based on management’s judgment of whether there are sufficient internal 
and external factors that would indicate that an asset or CGU is impaired. The determination of CGUs is 
also based on management’s judgments and is an assessment of the smallest group of assets that 
generate cash inflows independently of other assets.   

Lease classification 

Assessing whether a lease is a finance lease or an operating lease is based on management’s 
judgment of the criteria applied in International Accounting Standard (“IAS”) 17 – Leases. The most 
prevalent leases of DCPayments are for ATM leases in the UK operations. Management has 
determined that all of the UK leases referred to above are finance leases. 

Business combination 

The purchase price allocation for business combinations is based on management’s judgments of the 
criteria applied in International Financial Reporting Standard (“IFRS”) 3 – Business Combinations.   

Estimates:  

Impairment of non-financial assets 

Impairment exists when the carrying value of an asset or cash generating unit (“CGU”) exceeds its 
recoverable amount, which is the higher of (a) its fair value less costs of disposal and (b) its value in 
use. The fair value less costs of disposal calculation is based on available data from binding sales 
transactions in an arm’s length transaction of similar assets or observable market prices less 
incremental costs for disposing of the asset.  The value in use calculation is based on a discounted 
cash flow model. The cash flows are derived from internal budgets and do not include restructuring 
activities that DCPayments is not yet committed to or significant future investments that will enhance 
the asset’s performance of the CGU being tested. The recoverable amount is most sensitive to the 
discount rate used for the discounted cash flow model as well as the expected future cash inflows and 
the growth rate used for extrapolation purposes. There is a certain amount of subjectivity and judgment 
in the CGUs determination and recoverable amount calculation. Judgments and assumptions, 
described in the consolidated financial statements note detail, are subject to measurement uncertainty 
and the impact of differences between actual and estimated amounts on the consolidated financial 
statements of future periods could be material. 

Income taxes 

Provisions for taxes are made using the best estimate of the amount expected to be paid based on a 
qualitative assessment of all relevant factors. DCPayments reviews the adequacy of these provisions at 
the end of the reporting period. However, it is possible that at some future date an additional liability 
could result from audits by taxing authorities.  Where the final outcome of these tax-related matters is 
different from the amounts that were initially recorded, such differences will affect the tax provisions in 
the period in which such determination is made.  

Deferred tax assets are recognized only to the extent it is considered probable that those assets will be 
recoverable. This involves an assessment of when those deferred tax assets are likely to be realized, 
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and a judgment as to whether or not there will be sufficient taxable profits available to offset the tax 
assessed when they do reverse. This requires assumptions regarding future profitability and is 
therefore inherently uncertain. To the extent assumptions regarding future profitability change, there 
can be an increase or decrease in the amounts recognized in respect of deferred tax assets as well as 
in the amounts recognized in net income (loss) in the period in which the change occurs. 

Useful lives of long-lived assets 

DCPayments estimates the useful lives of equipment based on the period over which the assets are 
expected to be available for use.  The estimated useful lives of equipment are reviewed periodically and 
are updated if expectations differ from previous estimates due to physical wear and tear, technical or 
commercial obsolescence and legal or other limits on the use of the relevant assets.  In addition, the 
estimation of the useful lives of equipment is based on internal technical evaluation and experience with 
similar assets.  It is possible, however, that future results of operations could be materially affected by 
changes in the estimates brought about by changes in factors mentioned above.  The amounts and 
timing of recorded expenses for any period would be affected by changes in these factors and 
circumstances.  A reduction in the estimated useful lives of equipment would increase recorded 
expenses and decrease the carrying value of non-current assets. 

DCPayments estimates the useful lives of contracts included in intangible assets based on the average 
remaining primary term of the contracts acquired and assigns an estimated retention period based on 
the Company’s historical information in the applicable market. It is possible, however, that future 
regulatory or general economic changes, among other factors, could significantly impact the estimated 
retention period. The amounts and timing of recorded expenses for any period would be affected by 
changes in these factors and circumstances.  A reduction in the estimated useful lives of contracts 
would increase the recorded expenses and decrease the varying value of non-current assets. 

Other significant areas of judgment 

The estimates of fair value for assets acquired and liability assumed through business combination 
involve certain assumptions and judgments that are subject to measurement uncertainty. 

The estimates of net realizable value of inventory involve estimating future selling prices in the 
applicable market and accordingly, are subject to measurement uncertainty.   

The estimates of derivative financial instruments involve estimating future foreign exchange rates and 
interest rates and associated volatility and accordingly, are subject to measurement uncertainty. 

Key Business Risks 

For a discussion of the business risks affecting DCPayments, see “Risk Factors” detailed in the Annual 
Information Form dated March 25, 2015 available on SEDAR (www.sedar.com). 

Additional Information 

Additional information about DCPayments, including DCPayments’ Annual Information Form and other 
public filings is available on SEDAR (www.sedar.com) and on DCPayments’ website 
(www.directcash.net).  
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Summary of Quarterly Results 

The following table presents a summary of DCPayments’ selected consolidated financial information for 
the eight quarters ended December 31, 2014: 

 

Quarterly information ($ thousands except per share  amounts)  

 Q4 2014 Q3 2014 Q2 2014 Q1 2014 Q4 2013 Q3 2013 Q2 2013 Q1 2013�

Revenue 

      

  

ATM Business $56,423 $59,531 $56,547 $54,385 $55,250 $51,980 $51,434 $49,874 

Other Services 11,750 12,211 13,369 12,874 10,450 6,737 7,186 8,747 

Total Revenue 68,173 71,742 69,916 67,259 65,700 58,717 58,620 58,621 

Gross Profit         

ATM business $26,006 $27,921 $27,832 $28,261 $26,766 $25,657 $24,809 $25,960 

Gross profit margin 46.1% 46.9% 49.2% 52.0% 48.4% 49.4% 48.2% 52.1%�
Other Services 7,430 7,794 8,478 7,792 5,867 3,950 3,697 4,735 

Gross profit margin 63.2% 63.8% 63.4% 60.5% 56.1% 58.6% 51.4%� 54.1%�
Total Gross Profit 33,436 35,715 36,310 36,053 32,633 29,607 28,506 30,695 

Gross profit margin 49.0% 49.8% 51.9% 53.6% 49.7% 50.4% 48.6%� 52.4%�

EBITDA $17,836 $18,042 $18,813 $19,347 $17,909 $17,355 $15,181 $17,241 

EBITDA margin 26.2% 25.1% 26.9% 28.8% 27.3% 29.6% 25.9% 29.4%�
EBITDA per weighted share (basic) 1.02 1.03 1.07 1.11 1.05 1.05 0.92 1.04 

EBITDA per weighted share (diluted) 1.01 1.03 1.07 1.10 1.05 1.04 0.91 1.04 

Cash flow from operating activities  $16,460 $16,527 $23,217 $16,937 $15,909 $17,002 $11,289 $15,547 

Net income (loss) attributable          

to common shareholders $1,113 $2,318 $1,918 $(1,685) $(1,276) $(205) $2,262 $(722) 

per share, basic 0.06 0.13 0.11 (0.10) (0.07) (0.01) 0.14 (0.04) 

per share, diluted 0.06 0.13 0.11 (0.10) (0.07) (0.01) 0.14 (0.04) 

Dividends declared $6,332 $6,245 $6,069 $6,068 $5,959 $5,741 $5,741 $5,741 

Dividends declared per share 0.36 0.36 0.35 0.35 0.35 0.35 0.35 0.35 

Total assets $379,427 $390,523 $400,506 $417,700 $4 42,542 $388,226 $399,952 $428,579 

Total debt  $202,557 $202,913 $198,125 $213,283 $251,497 $196,482 206,859 $209,801 

Bank overdraft (Cash) (4,988) (7,917) (2,217) (3,72 6) (6,630) 14,059 13,927 6,686 

Net debt $197,569 $194,996 $195,908 $209,557 $244,8 67 $210,541 $220,786 $216,487 

Common shares outstanding         

end of period 17,589 17,589 17,589 17,589 17,589 16 ,639 16,639 16,639 

 


