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 DirectCash Payment Inc.
 Condensed Consolidated Interim Statement of Financ ial Position
  (unaudited)

June 30  December 31
Note 2011 2010

Assets
Current assets:

Cash in circulation 48,968,469$   51,437,221$        
Restricted funds 16,015,948     12,559,937          
Trade and other receivables 3,740,110       3,196,041            
Inventories 3,552,637       4,148,139            
Prepaid expenses 1,106,541       525,930               

73,383,705     71,867,268          

Deferred tax asset 3,807,940       6,259,295            
Property and equipment 4 11,642,026     10,871,868          
Intangible assets 20,367,091     25,924,606          
Goodwill 52,365,652     52,365,652          

161,566,414$ 167,288,689$      

Liabilities and Shareholders' equity
Current liabilities:

Revolving credit facility 13 16,229,412$   23,770,651$        
Acquisition credit facility 13 31,372,625     29,571,250          
Restricted funds liability 16,015,948     12,559,937          
Trade and other payables 12,107,884     9,416,755            
Dividends payable 1,591,518       5,051,338            

77,317,387 80,369,931

Non-current liabilities:
Deferred rent 119,250          132,410               Deferred rent 119,250          132,410               
Deferred revenue 79,167            104,167               

198,417          236,577               

Shareholders' equity:
Capital contributions:
Share Capital 5 (b) 194,990,139   194,990,139        
Contributed surplus (current and unvested LTIP) 5 (d) 1,855,138       2,293,257            
Shares held in trust by LTIP Trustee 5 (e) (1,641,357)      (1,472,152)           
Accumulated other comprehensive income 472,134          340,334               
Deficit (111,625,444) (109,469,397)       

Total Shareholders' equity 84,050,610     86,682,181          
161,566,414$ 167,288,689$      

Contingencies 12
See accompanying notes to the consolidated financial statements.

On behalf of the Board:

"Signed" "Signed"
Gary Dundas Kevin Wolfe
Director Director

Calgary, Canada
August 9, 2011



DirectCash Payment Inc.
Condensed Consolidated Interim Statement of Compreh ensive Income (loss)
(unaudited)

June 30 June 30 June 30 June 30
Note 2011 2010 2011 2010

Revenue:
Recurring services 23,067,537$    22,370,880$    47,317,726$    43,294,781$    

Products 5,023,376        4,998,229        10,556,885      10,188,159      

Interest 43,562             17,786             118,697           19,696             

28,134,475      27,386,895      57,993,308      53,502,635      

Other income (gain on acquisition) -                   -                   -                   4,238,335        

Operating Expenses: -                   

Cost of recurring services 9,546,654        9,744,496        20,525,467      19,381,136      

Cost of products 4,550,256        4,769,758        9,342,634        9,443,980        

Personnel expenses 2,719,804        2,060,423        5,402,120        4,055,611        

Long-term incentive plan 3 (d), 7 231,023           377,769           662,676           766,073           

Other expenses 1,570,109        1,313,055        3,357,152        2,737,622        

Depreciation of property and equipment 1,209,599        795,169           2,353,420        1,561,292        

Amortization of intangible assets 2,741,092        2,108,102        5,617,569        4,166,453        

Results from Operating Activities 22,568,537      21,168,772      47,261,038      42,112,166      

Net Finance costs:
Finance costs (425,063)          (309,895)          (814,243)          (577,678)          

Distributions on exchangeable partnership units 14 (a) -                   (2,014,739)       -                   (3,576,728)       

Net change in fair value of exchangeable partnership units 14 (a) -                   (7,017,631)       -                   (3,622,003)       

Unrealized loss on foreign exchange (826)                 (49,818)            (1,013)              (31,967)            

(425,889)          (9,392,083)       (815,256)          (7,808,376)       
-                   

Net Income (loss) before income taxes 5,140,049        (3,173,960)       9,917,014        7,820,429        
-                   

Current income tax expense (benefit) 10 (20,099)            52,563             72,657             105,366           

Deferred income tax expense (benefit) 10 1,267,754        (541,396)          2,451,301        (987,124)          

Net Income (loss) for the period 3,892,394        (2,685,126)       7,393,056        8,702,187        

-                   

Other comprehensive Income (loss)
Exchange differences on translation of foreign operations 61,302             62,497             131,800           191,316           

Comprehensive Income 61,302             62,497             131,800           191,316           

Total Comprehensive Income for the period 3,953,696        (2,622,629)       7,524,856        8,893,503        

Net earnings (loss) per share:

Basic 8  $               0.28  $             (0.34)  $               0.54  $               1.12 

Diluted 8  $               0.28  $             (0.34)  $               0.53  $               1.10 

See accompanying notes to the consolidated financial statements.

For the six months endedFor the three months ended



DirectCash Payments Inc.
Condensed Consolidated Interim Statement of Changes  in Equity
(unaudited)

Note
Participating 

trust units Share Capital

Shares held 
in trust by 

LTIP Trustee

Contributed 
surplus 

(current and 
unvested 

LTIP)

Foreign 
currency 

translation 
reserve Deficit Total

As at January 1, 2010 72,604,632$  (1,658,656)$ 257,262$  (85,581,463)$   (14,378,225)$ 
Net income for the period 8,702,187        8,702,187      
Other comprehensive income for the period 191,316    191,316         
Total comprehensive income for the period 72,604,632    -                  ( 1,658,656) -                448,578    ( 76,879,276) ( 5,484,722)

Share based payment transactions (LTIP) 186,504        489,367           675,871         
Distributions ( 6,274,002) ( 6,274,002)

As at June 30, 2010 72,604,632$  -$                (1,472,152)$ -$              448,578$  (82,663,911)$   (11,082,853)$ 

Net income ( 18,010,318) ( 18,010,318)
Other comprehensive income for the period ( 108,244) ( 108,244)
Total comprehensive income for the period 72,604,632    -                  ( 1,472,152) -                340,334    ( 100,674,229) ( 29,201,414)

Share based payment transactions (LTIP) -               2,293,257     2,293,257      
Exchanging of units (from exch to trust units) 6,156,000      6,156,000      
Units issued for cash 25,002,500    25,002,500    
Transaction costs, net of tax ( 1,054,957) ( 1,054,957)
Distributions ( 8,795,168) ( 8,795,168)
Fair Value of Exchangeable partnership 
units (prior to conversion to common 92,281,964      92,281,964    

Conversion to common shares ( 102,708,175) 102,708,175    -                 
As at December 31, 2010 -$               194,990,139$  (1,472,152)$ 2,293,257$   340,334$  (109,469,397)$ 86,682,181$  

Net income for the period 7,393,056        7,393,056      
Other comprehensive income for the period 131,800    131,800         
Total comprehensive income for the period -                 194,990,139    ( 1,472,152) 2,293,257     472,134    ( 102,076,341) 94,207,037    

Share based payment transactions (LTIP) 3 (d), 7 ( 169,205) ( 438,119) ( 607,324)
Dividends 6 ( 9,549,103) ( 9,549,103)

As at June 30, 2011 -$               194,990,139$  (1,641,357)$ 1,855,138$   472,134$  (111,625,444)$ 84,050,610$  

See accompanying notes to the consolidated financial statements.



DirectCash Payment Inc.
Condensed Consolidated Interim Statement of Cash Fl ows
(unaudited)

June 30 June 30
Note 2011 2010

Cash provided by (used in):

Operations:
     Net income for the period 7,393,056$          8,702,187$          

     Add items not involving cash:

Income tax 2,523,958            (881,758)             

Gain on acquisition -                      (4,238,335)          

Unrealized loss on foreign exchange 1,013                   31,967                 

LTIP expense 3 (d), 7 662,676               766,073               

Finance costs 814,243               577,678               

Distributions on exchangeable partnership units 14 (a) -                      3,576,728            

Net change in fair value of exchangeable partnership units 14 (a) -                      3,622,003            

Depreciation of property and equipment 2,353,420            1,561,292            

Amortization of intangible assets 5,617,569            4,166,453            

19,365,935          17,884,288          

Changes in non-cash working capital

Trade and other receivables (544,069)             (450,778)             

Inventories 595,502               (58,851)               

Prepaid expenses (580,611)             (465,343)             

Trade and other payables 2,691,127            (220,427)             

Other (38,160)               (98,619)               

2,123,789            (1,294,018)          

Cash generated from operations 21,489,724          16,590,270          

Distributions on exchangeable partnership units -                      (3,576,728)          

Interest paid (814,243)             (577,678)             

Paid to LTIP trustee (pursuant to the LTIP agreement) 3 (f), 7 (1,270,000)          (1,024,389)          

Income tax paid (72,657)               (105,366)             
Net cash from operating activities 19,332,824          11,306,109          

Investing:
Acquisition of property and equipment (3,123,524)          (2,097,096)          

Acquisition of intangible assets (60,053)               (2,679,934)          

Business acquisitions (net of cash acquired) - (319,195)             
Net cash from investing activities (3,183,577)          (5,096,225)          

Financing:
Acquisition credit facility 1,801,375            -                      

Distributions/dividends to shareholders (13,008,922)        (6,274,002)          
Net cash from financing activities (11,207,547)        (6,274,002)          

Increase/(decrease) in cash and cash equivalents 4,941,700            (64,117)               

Cash and cash equivalents, beginning of period 27,666,570          18,113,885          
 Effect of foreign exchange translation 130,787               159,349               

Cash and cash equivalents, end of period 32,739,057$        18,209,117$        

Cash and cash equivalents is comprised of:

Cash in circulation 48,968,469          25,604,086          
Revolving credit facility (16,229,412)        (7,394,969)          

32,739,057$        18,209,117$        

See accompanying notes to the consolidated financial statements.

For the six months ended
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1. Corporate information 

DirectCash Payments Inc. (“DCPayments”) is a publicly traded corporation and is incorporated and 
domiciled in Canada.  DCPayments’ head and registered office is located at #6, 1420 – 28 Street N.E., 
Calgary, Alberta. 

DCPayments acquired and assumed, directly or indirectly, 100% of the assets and liabilities, previously 
held in the DirectCash Income Fund (the "Fund") and the DirectCash Commercial Trust (“DCCT”) 
pursuant to a plan of arrangement (the "Arrangement") under the Business Corporation Act (Alberta). 
The Arrangement was completed in a number of sequential steps timed from 4:58 p.m. on December 
31, 2010 to 12:01 a.m. on January 1, 2011 and which involved DCPayments, the Fund, the Fund’s 
subsidiaries and the securityholders of the Fund.  The Fund was dissolved pursuant to the Arrangement 
effective January 1, 2011.  The consolidated financial statements follow the continuity of interest basis 
of accounting whereby DCPayments is considered a continuation of the Fund.  As a result, the 
comparative balance sheet, statement of comprehensive income and cash flows include the Fund’s 
results of operations for the period up to and including December 31, 2010.  All references to shares, 
dividends and shareholders in the consolidated financial statements and notes pertain to common 
shares and common shareholders subsequent to the Arrangement and units, distributions and 
unitholders prior to the Arrangement. 

DCPayments holds all of the issued and outstanding shares of DirectCash Management Inc. and 99.9% 
of the limited partnership units of DirectCash Limited Partnership (“DirectCash LP”), established under 
the laws of Alberta.  DirectCash Limited Partnership, in turn, holds 100% of the outstanding partnership 
units of the DirectCash ATM Processing Partnership (the "Processing Partnership") and DirectCash 
ATM Management Partnership (the "Management Partnership"), two general partnerships established 
under the laws of Alberta.  Pursuant to one of the steps of the Arrangement, the 2 corporations who 
previously held exchangeable units of DirectCash LP exchanged all of those units into Common Shares 
of DCPayments – with the result that all of the subsidiaries of DCPayments are 100% controlled 
(directly or indirectly) by DCPayments with no outside third party minority interests held in any of the 
subsidiaries. 

"DirectCash" means, collectively, DirectCash Management Inc., DirectCash Limited Partnership, the 
Management Partnership, the Processing Partnership, DirectCash Acquisition Corp., DirectCash USA, 
Inc., DirectCash México S.A.  De C.V., DSM Services S.A.  De C.V., DirectCash Management Australia 
Pty. Ltd., DirectCash Management UK Limited and any of their controlled affiliates (i.e. the entities 
involved in the actual operation of the businesses being carried on). 

"DirectCash Group" means, collectively, DCPayments and the entities comprised in the definition of 
"DirectCash". 

These consolidated financial statements have been prepared by management from the historical 
records of DCPayments and its subsidiaries.  DCPayments operates in Canada, the US, Mexico and 
Australia and is the leading provider of ATMs, debit terminals, prepaid phone cards and prepaid cash 
cards in Canada. 
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Notes to Consolidated Financial Statements 
June 30, 2011 and 2010 
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2. Basis of presentation  
 
Statement of compliance 

The condensed consolidated interim financial statements for the period ended June 30, 2011 have 
been prepared in accordance with International Financial Reporting Standards (“IFRS”). 

These condensed consolidated interim financial statements have been prepared in accordance with 
IAS 34 Interim Financial Reporting.  These are DCPayments’ second IFRS condensed consolidated 
interim financial statements for part of the period covered by the first IFRS annual financial statements 
and IFRS 1 First-time Adoption of International Financial Reporting Standards has been applied.  The 
condensed consolidated interim financial statements do not include all of the information required for 
full annual financial statements.  The condensed interim consolidated financial statements should be 
read in conjunction with our Canadian GAAP annual financial statements for the year ended December 
31, 2010.  Reference can also be made to DCPayments’ March 31, 2011 financial statements to further 
understand the effects of the transition from GAAP to IFRS reporting. 

An explanation of how the transition to IFRS has affected the reported financial position, financial 
performance and cash flows of DCPayments is provided in note 14.  This note includes reconciliations 
of equity and total comprehensive income for comparative periods reported under previous Canadian 
GAAP to those reported for those periods and at the date of transition under IFRS.  In addition, IFRS 1 
allows certain exemptions from retrospective application of IFRS in the opening statement of financial 
position.  Where these have been used they are explained in note 14.  Throughout these condensed 
consolidated interim financial statements, supplemental IFRS information for the year ended December 
31, 2010 is included that is considered material to the understanding of these condensed consolidated 
interim financial statements. 

The policies applied in these condensed consolidated interim financial statements are presented in note 
3 and are based on IFRS issued and outstanding as of August 9, 2011, the date the Board of Directors 
approved the financial statements.  Any subsequent changes to IFRS that are given effect in 
DCPayments’ annual consolidated financial statements for the year ending December 31, 2011 could 
result in restatement of these interim consolidated financial statements, including the transition 
adjustments recognized on change-over to IFRS.  

Basis of measurement 

These consolidated financial statements are stated in Canadian dollars – which is DCPayments’ 
functional currency – and were prepared on a going concern basis, under the historical cost basis, 
except for the liability accounted for share-based payment arrangements that are measured at fair 
value and the exchangeable partnership units that are measured at fair value in the comparative 
periods prior to the conversion to common shares pursuant to the Arrangement.  
 
Use of estimates and judgements 

The preparation of consolidated financial statements in conformity with IFRS requires management to 
make judgements, estimates and assumptions that affect the reported amounts of assets and liabilities 
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June 30, 2011 and 2010 
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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 
approximation of the amount, event or actions, actual results ultimately may differ from those estimates.  

The key sources of estimation uncertainty that have a significant risk of causing material adjustment to 
the amounts recognized in the consolidated financial statements are:  
 
Impairment of non-financial assets 

Impairment exists when the carrying value of an asset or cash generating unit exceeds its recoverable 
amount, which is the higher of (a) its fair value less costs to sell and (b) its value in use.  The fair value 
less costs to sell 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 the budget for the next five years and do not include restructuring activities that 
DirectCash Group is not yet committed to or significant future investments that will enhance the asset’s 
performance of the cash generating unit 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.  
 
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.  DirectCash Group 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.  
 
Useful lives of equipment 

DirectCash Group 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 the recorded 
expenses and decrease the non-current assets. 
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3. Significant accounting policies 

The principal accounting policies applied in the preparation of these consolidated financial statements 
are set out below.  These policies have been consistently applied to all the years presented, unless 
otherwise stated. 
 
A. Basis of consolidation 

 
Subsidiaries 

Subsidiaries are entities controlled by DCPayments. Control exists when DCPayments has the 
power (directly or indirectly) to govern the financial and operating policies of an entity so as to 
obtain benefits from its activities.  In assessing control, potential voting rights that currently are 
exercisable are taken into account.  The financial statements of subsidiaries are included in the 
consolidated financial statements from the date that control commences until the date that control 
ceases. 
 
Transactions eliminated on consolidation 

Intra-group balances and transactions, and any unrealized gains and losses or income and 
expenses arising from intra-group transactions are eliminated in preparing the consolidated 
financial statements.  Unrealized gains arising from transactions with associates are eliminated to 
the extent of DCPayments’ interest in the entity. Unrealized losses are eliminated in the same way 
as unrealized gains, but only to the extent that there is no evidence of impairment. 
 
Business combinations 

DCPayments uses the acquisition method of accounting to account for business combinations. 
Goodwill is measured as the fair value of the consideration transferred including the recognized 
amount of any non-controlling interest in the acquiree, less the net recognized amount (generally 
fair value) of the identifiable assets acquired and liabilities assumed, all measured as of the 
acquisition date.  When the excess is negative, a bargain purchase gain is recognized immediately 
in the statement of comprehensive income.  

DirectCash Group elects on a transaction-by-transaction basis whether to measure non-controlling 
interest at its fair value, or at its proportionate share of the recognized amount of the identifiable net 
assets, at the acquisition date. 

Transaction costs, other than those associated with the issue of debt or equity securities, that 
DirectCash Group incurs in connection with a business combination are expensed as incurred. 

 
B. Revenue recognition 

Revenue from processing transactions and other services is recognized at the time the transactions 
are processed and the services are provided.  Warranty fees received in advance of the warranty 
period are deferred and recognized over the term of the warranty period.   

Revenue from the sale of goods in the course of ordinary activities is measured at the fair value of 
the consideration received or receivable, net of returns, trade discounts and volume rebates. 
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Revenue is recognized when strong evidence exists, usually in the form of an executed sales 
agreement, that the significant risks and rewards of ownership have been transferred to the buyer, 
recovery of the consideration is probable, the associated costs and possible return of goods can be 
estimated reliably, there is no continuing management involvement with the goods, and the amount 
of revenue can be measured reliably.  If it is probable that discounts will be granted and the amount 
can be measured reliably, then the discount is recognized as a reduction of revenue as the sales 
are recognized. 

 
C. Operating leases 

Leases in which a significant portion of the risks and rewards of ownership are retained by the 
lessor are classified as operating leases.  Payments made under operating leases (net of any 
incentives received from the lessor) are charged to the income statement on a straight line over the 
term of the lease.  

Determining whether an arrangement contains a lease 

At inception of an arrangement, DirectCash Group determines whether such an arrangement is or 
contains a lease.  A specific asset is the subject of a lease if fulfillment of the arrangement is 
dependent on the use of that specified asset.  An arrangement conveys the right to use the asset if 
the arrangement conveys to DirectCash Group the right to control the use of the underlying asset. 

 
D. Employee benefits  

 
Short-term employee benefits 

Short-term employee benefit obligations are measured on an undiscounted basis and are expensed 
as the related service is provided.  A liability is recognized for the amount expected to be paid 
under short-term cash bonus or profit-sharing plans if DirectCash Group has a present legal or 
constructive obligation to pay this amount as a result of past service provided by the employee, and 
the obligation can be estimated reliably. 

LTIP 

DirectCash LP operates a Long-Term incentive plan (“LTIP”) under which it receives services from 
employees as consideration for cash payments paid to the LTIP plan trustee (which in turn are later 
used by the trustee to purchase shares of DCPayments).  For IFRS financial reporting purposes, it 
has been determined that the LTIP is required to be reported as an "equity settled" plan - therefore, 
the accounting of the LTIP has been recorded as equity settled although DirectCash LP does not 
dilute equity or issue treasury shares as part of the LTIP (i.e. DirectCash LP only pays cash which 
the LTIP trustee uses to buy units on the open market and not from treasury). For the period that 
the corporation was an income fund, the LTIP has been accounted for as a liability-settled plan as 
the plan involved units that had a redemption feature. 

Because (a) LTIP participants' rights under the LTIP typically accrue over a staged vesting period 
and (b) if a LTIP participant's ceases to be employed within the DirectCash Group the LTIP sells 
the participant's unvested shares back into market and returns the proceeds to DirectCash LP, the 
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expense associated with the cash settlements made are expensed over the periods that the 
employees unconditionally become entitled to the awards. 

For liability-settled plans (in the comparative period), the expense is determined based on the fair 
value of the liability at the end of the reporting period until the award is settled. 

The amount recognized as an expense is adjusted to reflect the number of awards for which the 
related service conditions are expected to be met, such that the amount ultimately recognized as an 
expense is based on the number of awards that do meet the related service conditions at the 
vesting date.  For awards that vest over a period of time (graded vesting), the fair value of each 
tranche is recognized over its respective vesting period. 
 

E. Finance income and finance cost 

Finance income comprises interest income on funds invested. Interest income is recognized as it 
accrues in profit or loss, using the effective interest method.  

Finance costs comprise interest expense on borrowings (e.g. credit facilities), stamping fees, facility 
fees, accrual of differences between amounts advanced and the principal repayable (i.e. discounted 
obligations), distributions on exchangeable partnership units classified as liabilities (in the 
comparative period) and impairment losses recognized on financial assets.  Borrowing costs that 
are not directly attributable to the acquisition, construction or production of a qualifying asset are 
recognized in profit or loss using the effective interest method. 

Foreign currency gains and losses are reported on a net basis. 
 

F. Non-derivative financial instruments 

Non-derivative financial instruments are recognized when DirectCash Group becomes a party to 
the contractual provisions of the instrument (e.g. at the date they are originated).  Financial assets 
are derecognized when the contractual rights to receive cash flows from the assets have expired or 
have been transferred and DirectCash Group has transferred substantially all risks and rewards of 
ownership.  Any interest in transferred financial assets that is created or retained by DirectCash 
Group is recognized as a separate asset or liability.  Non-derivative financial instruments are 
recognized initially at fair value plus, for instruments not at fair value through profit or loss, any 
directly attributable transaction costs. 

Financial assets and liabilities are offset and the net amount presented in the statement of financial 
position when, and only when, DirectCash Group has a legal right to offset the amounts and intends 
either to settle on a net basis or to realize the asset and settle the liability simultaneously. 
 
At initial recognition, all financial instruments are classified in one of the following categories 
depending on the purpose for which the instruments were acquired: 
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Financial assets 
 
Cash and cash equivalents 
Cash and cash equivalents are comprised of cash in circulation and restricted cash and are 
measured at fair value.  
 
Loans and receivables 
Loans and receivables are subsequently measured at amortized cost using the effective interest 
method, less any impairment losses, with interest expense recognized on an effective yield basis. 
Assets in this category include trade and other receivables. 
 
Other financial liabilities 

Other financial liabilities are subsequently measured at amortized cost using the effective interest 
method. Liabilities in this category include trade and other payables, bank debt and due to related 
parties.  DirectCash Group derecognizes a financial liability when its contractual obligations are 
discharged, cancelled or expired. 
 
Shareholders’ equity 

An equity instrument is any contract that evidences a residual interest in the assets of an entity 
after deducting all of its liabilities. 

Share capital 
Share capital is classified as equity.  Incremental costs directly attributable to the issue of common 
shares and share options are recognized as a deduction from equity, net of any tax effects. 

Shares held in trust by LTIP trustee 

Because IFRS requires that the LTIP be treated as "equity settled" (notwithstanding that DirectCash 
LP only pays out cash to settle DirectCash LP's obligations under the LTIP and under no 
circumstances can the shares purchased by the LTIP Trustee ever be cancelled back to treasury of 
DCPayments) all payments to the LTIP Trustee by DirectCash LP are initially classified as shares 
held in trust by LTIP Trustee for financial reporting purposes.  Because of this IFRS treatment, 
DCPayments shares held by the LTIP Trustee which have not been completely vested to the LTIP 
participants are classified as shares held in trust by LTIP Trustee and are presented as a separate 
category of equity.  Thereafter when either: (a) LTIP shares are fully vested to an LTIP Participant 
or (b) a LTIP participant ceases to hold a position within the DirectCash Group before their shares 
vest and the LTIP Trustee sells the unvested shares back into the market, the amount (a) attributed 
to the LTIP participant as a benefit upon vesting of the shares to the LTIP participant or (b) received 
for the shares when sold back into the market the LTIP Trustee, is deducted from the shares held in 
trust by LTIP Trustee balance, and the resulting surplus or deficit on the transaction is transferred 
to/from retained earnings.  
 

G. Inventories 

Inventories consist primarily of ATMs, debit terminals, related spare parts and accessories held for 
sale, prepaid product vouchers, prepaid telecommunications cards and prepaid debit and credit 
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cards.  Inventories are measured at the lower of cost and net realizable value.  The cost of 
inventories is based on weighted average and includes expenditures incurred in acquiring the 
inventories, conversion costs and other costs incurred in bringing them to their existing location and 
condition.  Net realizable value is the estimated selling price in the ordinary course of business, less 
the estimated costs of completion and selling expenses. 
 

H. Property, Plant and Equipment 
 
Initial recognition and measurement 
Property, Plant and Equipment are measured at cost less accumulated depreciation and 
accumulated impairment losses.  

The cost of equipment includes expenditure that is directly attributable to the acquisition of the 
asset.  When parts of an item of property, plant and equipment have different useful lives, they are 
accounted for as separate items (major components) of property, plant and equipment. 
 
Subsequent measurement  
The cost of replacing part of an item of equipment is recognized as part of the carrying amount of 
such item, if it is probable that the future economic benefits embodied within the item will flow to 
DirectCash Group and the cost of the item can be measured reliably.  The carrying amount of the 
replaced part is derecognized.  The costs of the day-to-day servicing are recognized in the income 
statement as an expense as incurred. 
 
Depreciation 
Depreciation is calculated over the depreciable amount, which is the cost of an asset, or other 
amount substituted for cost, less its residual value and is provided on a straight-line basis over the 
estimated useful lives of each part of an item of property, plant and equipment, since this most 
closely reflects the expected pattern of consumption of the future economic benefits embodied in 
the asset.  The estimated useful lives for the current and comparatives period are as follows:  

 
ATM Equipment 5 years 
Debit terminal equipment 5 years 
Building 10 years 
Computer hardware 3 years 
Furniture and fixtures 5 years 
Computer software 2 years 
Leasehold improvements life of lease 
Automobiles 5 years 
Other 5 years 

 

The residual values, useful lives and methods of depreciation are reviewed annually and adjusted if 
appropriate.  Any changes are accounted for prospectively as a change in accounting estimate.  

Gains and losses on disposal of an item of property and equipment are determined by comparing 
the proceeds from disposal with the carrying amount of the item. 
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I. Intangible assets 
 
Goodwill 
Goodwill represents the excess of the cost of an acquisition over the fair value of DirectCash 
Group’s share of the net identifiable assets of the acquired subsidiary at the date of acquisition. 
Goodwill on acquisitions of subsidiaries is included in ‘intangible assets’.  Goodwill is tested 
annually for impairment and measured at cost less accumulated impairment losses.  For 
measurement of goodwill at initial recognition, see note 3 (a) Business Combinations. Impairment 
losses on goodwill are not reversed.  Gains and losses on the disposal of an entity include the 
carrying amount of goodwill relating to the entity sold. 

In respect of acquisitions prior to January 1, 2010, goodwill is included on the basis of its deemed 
cost, which represents the amount recorded under previous Canadian GAAP. 
 
Other intangible assets 
Other intangible assets are primarily comprised of ATM and debit terminal processing contracts, as 
well as prepaid card program management contracts. 

Typically, ATM and debit terminal processing contracts have an initial 5-7 year term and generally 
include an equivalent 5-7 year term renewal provision unless the customer terminates the contract 
within a specified period, and include a right of first refusal (“ROFR”) for any competing offer on 
renewal.  Prepaid card program management contracts have more customized provisions but 
typically have an initial 10-year term with similar renewal and ROFR provisions similar to those in 
the ATM and debit terminal processing contracts. 

ATM and debit terminal processing contracts are amortized on a straight-line basis over the 
expected life of the contract, while prepaid card program management contracts are amortized over 
the remaining life of the initial contract term, since this most closely reflects the expected pattern of 
consumption of the future economic benefits embodied in the asset.  Amortization of such contracts 
typically is only relevant in the case of contracts acquired by DirectCash Group from competitors in 
acquisition transactions.  The majority of such contracts arise from customers entering the contracts 
directly with DirectCash in the first instance and have negligible costs associated with them to be 
amortized over any period. 

 
J. Impairment 

 
Non-financial assets 

The carrying amounts of DirectCash Group’s non-financial assets, other than inventories and 
deferred tax assets, are reviewed at each reporting date to determine whether there is any 
indication of impairment.  If any such indication exists, then the asset’s recoverable amount is 
estimated.  For goodwill, and intangible assets that have indefinite useful lives or that are not yet 
available for use, the recoverable amount is estimated each year at the same time. 

The recoverable amount of an asset or cash-generating unit is the greater of its value in use and its 
fair value less costs to sell.  In assessing value in use, the estimated future cash flows are 
discounted to their present value using a pre-tax discount rate that reflects current market 
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assessments of the time value of money and the risks specific to the asset.  For the purpose of 
impairment testing, assets that cannot be tested individually are grouped together into the smallest 
group of assets that generates cash inflows from continuing use that are largely independent of the 
cash inflows of other assets or groups of assets (the “cash-generating unit”, or “CGU”).  For the 
purposes of goodwill impairment testing, goodwill acquired in a business combination is allocated to 
the CGU, or the group of CGUs, that is expected to benefit from the synergies of the combination. 
This allocation is done to the operating segments and reflects the lowest level at which that goodwill 
is monitored for internal reporting purposes. 

DirectCash Group’s corporate assets do not generate separate cash inflows.  If there is an 
indication that a corporate asset may be impaired, then the recoverable amount is determined for 
the CGU to which the corporate asset belongs. 

An impairment loss is recognized if the carrying amount of an asset or its CGU exceeds its 
estimated recoverable amount.  Impairment losses are recognized in profit or loss.  Impairment 
losses recognized in respect of CGUs are allocated first to reduce the carrying amount of any 
goodwill allocated to the units, and then to reduce the carrying amounts of the other assets in the 
unit (group of units) on a pro rata basis. 

An impairment loss in respect of goodwill is not reversed.  In respect of other assets, impairment 
losses recognized in prior periods are assessed at each reporting date for any indications that the 
loss has decreased or no longer exists.  An impairment loss is reversed if there has been a change 
in the estimates used to determine the recoverable amount.  An impairment loss is reversed only to 
the extent that the asset’s carrying amount does not exceed the carrying amount that would have 
been determined, net of depreciation or amortization, if no impairment loss had been recognized. 
 
Financial assets (including receivables) 

DCPayments assesses, at the end of each reporting period, whether there is objective evidence 
that financial assets carried at amortized cost are impaired.  Significant financial difficulties of the 
debtor, probability that the debtor will enter bankruptcy or financial reorganization, and default or 
delinquency in payments (i.e. loss events) are considered objective evidence of impairment.  A 
financial asset is impaired when the loss event that had a negative effect on the estimated future 
cash flows of that asset can be estimated reliably. 

DirectCash Group considers evidence of impairment for receivables at both a specific asset and 
collective level.  All individually significant receivables are assessed for specific impairment.  All 
individually significant receivables found not to be specifically impaired are then collectively 
assessed for any impairment that has been incurred but not yet identified.  Receivables that are not 
individually significant are collectively assessed for impairment by grouping together receivables 
and held-to-maturity investment securities with similar risk characteristics. 

In assessing collective impairment DirectCash Group uses historical trends of the probability of 
default, timing of recoveries and the amount of loss incurred, adjusted for management’s judgment 
as to whether current economic and credit conditions are such that the actual losses are likely to be 
greater or less than suggested by historical trends. 
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The amount of impairment is the difference between the asset’s carrying amount and the present 
value of estimated future cash flows, discounted at the original effective interest rate.  The carrying 
amount of the asset is reduced through the use of an allowance account, and the amount of the 
loss is recognized in the statement of comprehensive income.  Interest on the impaired asset 
continues to be recognized through the unwinding of the discount.  When a subsequent event 
causes the amount of impairment loss to decrease, the decrease in impairment loss is reversed 
through profit or loss. 

 
K. Deferred rent 

Cash tenant inducements are recorded as deferred rent and amortized against rent expense over 
the life of the initial term of the lease period.  The current portion is included in trade payables and 
accrued liabilities. 
 

L. Income tax 

Income tax expense comprises current and deferred tax.  Income tax is recognized in the income 
statement except to the extent it relates to a business combination, to items recognized in other 
comprehensive income or directly in equity. 

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, 
using tax rates enacted or substantively enacted at the reporting date, and any adjustment to tax 
payable in respect of previous years. 

Deferred tax is recognized in respect of temporary differences between the carrying amounts of 
assets and liabilities for financial reporting purposes and the amounts used for taxation purposes. 
Deferred tax is not recognized for the following temporary differences: the initial recognition of 
assets or liabilities in a transaction that is not a business combination and that affects neither 
accounting nor taxable profit or loss, and differences relating to investments in subsidiaries and 
jointly controlled entities to the extent that it is probable that they will not reverse in the foreseeable 
future.  In addition, deferred tax is not recognized for taxable temporary differences arising on the 
initial recognition of goodwill.  Deferred tax is measured at the tax rates that are expected to be 
applied to temporary differences when they reverse, based on the laws that have been enacted or 
substantively enacted by the reporting date.  Deferred tax assets and liabilities are offset if there is 
a legally enforceable right to offset current tax liabilities and assets, and they relate to income taxes 
levied by the same tax authority on the same taxable entity, or on different tax entities, but they 
intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will 
be realized simultaneously. 

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary 
differences, to the extent that it is probable that future taxable profits will be available against which 
they can be utilized.  Deferred tax assets are reviewed at each reporting date and are reduced to 
the extent that it is no longer probable that the related tax benefit will be realized. 
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M. Foreign currency  

Items included in the financial statements of each consolidated entity are measured using the 
currency of the primary economic environment in which the entity operates (the "functional 
currency"). 
 
Foreign currency transactions 

Foreign currency transactions are translated into the functional currency using the exchange rates 
prevailing at the dates of the transaction.  Foreign exchange gains and losses resulting from the 
settlement of such transactions and from the translation of monetary assets and liabilities not 
denominated in the functional currency of an entity are recognized in the statement of 
comprehensive income.  Monetary assets and liabilities denominated in foreign currencies at the 
reporting date are retranslated to the functional currency at the exchange rate at that date.  The 
foreign currency gain or loss on monetary items is the difference between amortized cost in the 
functional currency at the beginning of the period, adjusted for effective interest and payments 
during the period, and the amortized cost in foreign currency translated at the exchange rate at the 
end of the reporting period.  Non-monetary items that are measured in terms of historical cost in a 
foreign currency are translated using the exchange rate at the date of the transaction. 
 
Foreign operations 

The assets and liabilities of foreign operations, including goodwill and fair value adjustments arising 
on acquisition, are translated to Canadian Dollars at the exchange rate at the end of the reporting 
period.  The income and expense of foreign operations are translated at average rates of exchange 
for the period (which is considered to approximate the exchange rates at the date of the 
transactions).  The resulting foreign currency differences are included in accumulated other 
comprehensive income in shareholders' equity. 

When a foreign operation is disposed of, the relevant amount in the cumulative amount of foreign 
currency translation differences is transferred to profit or loss as part of the profit or loss on 
disposal.  On the partial disposal of a subsidiary where there is a non-controlling interest that 
includes a foreign operation, the relevant proportion of such cumulative amount is reattributed to 
non-controlling interest.  In any other partial disposal of a wholly owned subsidiary with a foreign 
operation, the relevant proportion is reclassified to profit or loss. 

 
N. Earnings per share 

Basic earnings per share (“EPS”) is calculated by dividing profit or loss attributable to ordinary 
equity holders (the numerator) by the weighted average number of ordinary shares outstanding (the 
denominator) during the period.  The denominator (number of shares) is calculated by adjusting the 
shares in issue at the beginning of the period by the number of shares bought back or issued during 
the period, multiplied by a time-weighting factor.  In accordance with IFRS, LTIP shares purchased 
and held by the LTIP Trustee are also adjusted for in this calculation.  

Diluted EPS is determined by adjusting the profit or loss attributable to common shareholders and 
the weighted average number of common shares outstanding, adjusted for own shares held, and 
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for the effects of all dilutive potential common shares.  In accordance with IFRS, LTIP shares 
purchased and held by the LTIP Trustee are also adjusted for in this calculation. 

 
O. Segment reporting 

An operating segment is a component of DirectCash Group that engages in business activities from 
which it may earn revenues and incur expenses, including revenues and expenses that relate to 
transactions with any of DirectCash Group’s other components.  All operating segments’ operating 
results are reviewed regularly by DCPayments’ CEO to make decisions about resources to be 
allocated to the segment and assess its performance, and for which discrete financial information is 
available. 
 

P. Cash flow statement 

The cash flow statement is prepared using the indirect method.  Changes in statement of financial 
position items that have not resulted in cash flows such as translation differences, equity settled 
share-based payments and other non-cash items, have been eliminated for the purpose of 
preparing this statement.  Assets and liabilities acquired as part of a business combination are 
included in investing activities (net of cash acquired).  Dividends paid to ordinary shareholders are 
included in financing activities.  Dividends received are classified as operating activities. Interest 
paid is also included in operating activities. 

 
Q. Recent accounting pronouncements 

Certain new standards, interpretations, amendments and improvements to existing standards were 
issued by the IASB or International Financial Reporting Interpretations Committee (“IFRIC”) that are 
mandatory for accounting periods beginning after January 1, 2010.  The standards impacted that 
are applicable to DCPayments are as follows: 

• IFRS 9 (2010) supersedes IFRS 9 (2009) and is effective for annual periods beginning on 
or after January 1, 2013, with early adoption permitted. For annual periods beginning 
before January 1, 2013, either IFRS 9 (2009) or IFRS 9 (2010) may be applied. IFRS 9 
introduces new requirements for classifying and measuring financial assets that must be 
applied starting January 1, 2013, with early adoption permitted.  The IASB intends to 
expand IFRS 9 during the intervening period to add new requirements for classifying and 
measuring financial liabilities, de-recognition of financial instruments, impairment and 
hedge accounting.  The Company intends to adopt IFRS 9 (2010) in its financial statements 
for the annual period beginning on January 1, 2013. The extent of the impact of adoption of 
IFRS 9 (2010) has not yet been determined. 

 
In May 2011, the IASB issued four new standards. Three of these items related to consolidation, 
while the remaining one addresses fair value measurement. All of the new standards are effective 
for annual periods beginning on or after January 1, 2013.  Early adoption is permitted. 

 
• IFRS 10. "Consolidated Financial Statements" replaces IAS 27 "Consolidated Separate 

Financial Statements".  It introduces a new principle-based definition of control applicable 
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to all investees to determine the scope of consolidation. The standard provides the 
framework for consolidated financial statements and their preparation based on the 
principle of control. 
 

• IFRS 11 "Joint Arrangements" replaces IAS 31 "Interests in Joint Ventures".  IFRS 11 
divides joint arrangements into two types, each having its own accounting model.  A "joint 
operation" continues to be accounted for using proportionate consolidation, where a "joint 
venture" must be accounted for using equity accounting. This differs from IAS 31 where 
there was the choice to use proportionate consolidation or equity accounting for joint 
ventures.  A "joint operation" is defined as the joint operators having rights to the assets, 
and obligations for the liabilities relating to the arrangement.  In a "joint venture", the joint 
ventures’ have rights to the net assets of the arrangement, typically through their 
investment in a separate joint venture entity. 
 

• IFRS 12 "Disclosure of Interests in Other Entities" is a new standard which combines all of 
the disclosure requirements for subsidiaries, associates and joint arrangements, as well as 
unconsolidated structured entities. 
 

• IFRS 13 ''Fair Value Measurement" is a new standard meant to clarify the definition of fair 
value, provide guidance on measuring fair value and improve disclosure requirements 
related to fair value measurement. 

The Company is currently evaluating the impact of adopting all of these newly issued or 
amended standards. 
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4. Property and Equipment 

 
 
 

ATM 
equipment

Office 
Equipment, 

computers & 
others Automobiles 

Debit terminal 
equipment Total

Cost
At January 1, 2010        7,774,858        6,536,961           677,864           852,856      15,842,539 
Additions        5,084,879        2,975,288           194,040           225,911        8,480,119 
Disposals       (1,484,571)             (5,275)            (45,860)          (112,264)       (1,647,970)
Exchange differences              4,750                 329                 312                   -                5,391 
At December 31, 2010      11,379,916        9,507,302           826,356           966,503      22,680,078 
Additions        2,228,157        1,299,331           147,488           121,876        3,796,853 
Disposals       (1,592,182)                   -              (22,102)            (61,235)       (1,675,519)
Exchange differences             25,867             10,933              1,152                   -               37,952 
At June 30, 2011      12,041,758      10,817,567           952,895        1,027,144      24,839,364 

Depreciation and impairment
At January 1, 2010       (4,225,913)       (3,973,548)          (367,148)          (393,724)       (8,960,333)

Depreciation expense       (1,566,025)       (1,660,235)          (170,801)          (168,256)       (3,565,317)
Impairment                   -                     -                     -                     -                     -   
Disposals           629,837                 262             45,860             42,191           718,149 
Exchange differences                (612)                  (33)                  (60)                   -                  (705)
At December 31, 2010       (5,162,714)       (5,633,554)          (492,149)          (519,789)     (11,808,206)

Depreciation expense       (1,006,465)       (1,138,294)          (121,177)            (87,483)       (2,353,419)
Impairment                   -                     -                     -                     -                     -   
Disposals           926,828                   -               22,102             23,677           972,607 
Exchange differences             (5,988)             (1,723)                (607)                   -               (8,319)
At June 30, 2011       (5,248,340)       (6,773,572)          (591,832)          (583,595)     (13,197,338)

Net book value
At December 31 , 2010        6,217,202        3,873,748           334,207           446,714      10,871,871 
At June 30, 2011        6,793,419        4,043,995           361,063           443,550      11,642,026 
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5. Share capital 
 

A. Authorized shares 

DCPayments is authorized to issue (a) an unlimited number of common shares and (b) an unlimited 
number of Preferred Shares (issuable in series). Only common shares have been issued. 

 
B. Issued and fully paid shares 

 

 
 

C. Foreign currency translation reserve 

The foreign currency translation reserve is used to record exchange differences arising from the 
translation of the financial statements of foreign subsidiaries. 

 
D. Contributed surplus 

The contributed surplus reserve is used to recognize the fair value of LTIP grants to employees, 
including key management personnel, as part of their remuneration.  When shares held in trust for 
plan beneficiaries subsequently vest and are released by the LTIP trustee to the plan beneficiaries, 
contributed surplus is transferred back to share capital.  Refer to Notes 3 (f) and 7 for further details 
of the LTIP plan and the IFRS accounting for the LTIP plan. 

 

 

A.    Issued and fully paid shares

  
Number of 

Units/Shares
Capital 

Contribution
As at December 31, 2008 and 2009 (units) 7,941,775        72,604,632$  
Issued for Exchangeable units (fair value as at July 7, 2010) 380,000          6,156,000
Issued for cash (September 15, 2010) 1,370,000        25,002,500
Issue costs (net of tax) -                 (1,054,957)
Sub-Total prior to conversion (units) 9,691,775        102,708,175  
Conversion to common shares pursuant to Arrangement (9,691,775) (102,708,175)
Balance as at December 31, 2010 (units) -                 -               
Conversion to common shares pursuant to Arrangement 9,691,775        102,708,175

4,147,504        92,281,964
Common Shares as at December 31, 2010 and June 30, 2011 13,839,279      194,990,139  

Conversion of exchangeable partnership units pursuant to 
Arrangement (fair value as at December 31, 2010)

June 30, 2011 December 31, 2010
Balance as at January 1  $             2,293,257  $                         -   
Modification of cash settled to equity settled awards upon 
conversion

                             -                 2,293,257 

LTIP vested during the period                (1,100,795)                            -   
Share-based compensation expense recognized during the 
period

                   662,676                            -   

 $             1,855,138  $             2,293,257 



DIRECTCASH PAYMENTS INC. 
Notes to Consolidated Financial Statements 
June 30, 2011 and 2010 
 
 

17 | P a g e  
 

 
E. Shares held in trust by LTIP Trustee 

The cumulative balance of shares held in trust by LTIP Trustee comprises the cost of DCPayments’ 
shares held by the Trustee under DirectCash LP's long-term incentive plan ("LTIP") that have not 
become irrevocably vested to the participants under the LTIP (see note 3 (f) regarding LTIP and 
treatment of these shares held in trust by LTIP Trustee under IFRS).  At June 30, 2011 the trustee 
under the DirectCash LP LTIP held $1,641,357 of DCPayments’ shares (December 31, 
2010: $1,472,152). 

 
 

6. Dividends declared 

The following dividends were declared by DCPayments during the periods indicated. 

 

DCPayments’ policy is to pay dividends on or about the last day of each month to shareholders of 
record on the last business day of the preceding month.  The difference from prior year quarter can be 
attributed to distributions paid on the exchangeable partnership units being classified as interest 
expense under IFRS.  See note 14 (a) for more details on this change.  
 

7. Share-based payment plans 
Long-term incentive plan (“LTIP”) 

DirectCash LP's LTIP requires DirectCash LP to pay a calculated amount of cash to the trustee as 
defined under the “LTIP Agreement”.  Prior to conversion of the Fund to a corporation on December 31, 
2010 (see note 1), the amount required to be paid was based upon the amount by which the Fund's per 
unit “Distributable Cash Flow” exceeded certain defined threshold amounts.  After December 31, 2010, 
this calculated amount of cash is based upon the amount by which DCPayments' per share 
Distributable Cash Flow exceeded certain defined threshold amounts.  The following table describes 
how the amount of cash required to be paid to the LTIP Trustee is calculated.  The base threshold used 
in the calculation is changed by resolution of the Board of Directors from time to time. 

 
 
 
 
 
 

June 30, 2011 June 30, 2010 December 31, 2010
Balance as at January 1  $             1,472,152  $             1,658,656  $             1,658,656 
LTIP vested                (1,100,795)                (1,210,881)                (1,210,881)
Shares purchased and held by LTIP Trustee                 1,270,000                 1,024,377                 1,024,377 

 $             1,641,357  $             1,472,152  $             1,472,152 
# of Shares held by LTIP Trustee                      84,429                    107,862                    107,862 

June 30, 2011 June 30, 2010 June 30, 2011 June 30, 2010

11.5 cents monthly per qualifying common share (2010: 11.5 
cents monthly; additional 10 cent special issued in May 2010)  $     4,774,551  $    3,534,090  $    9,549,103  $    6,274,002 

For the three months ended For the six months ended
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Percentage by which “Distributable Cash 
Flow” per share exceeds base threshold (1) 

Proportion of excess paid to Plan Trustee 
 

5% or less 0% 

greater than 5% and up to 10% 10% of any excess over 5% 

greater than 10% and up to 20% 10% of any excess between 5% to 10%, plus 
20% of any excess between 10% to 20% 

greater than 20% 10% of any excess between 5% to 10%, plus 
20% of any excess between 10% to 20%, plus 
30% of any excess over 20% 

(1) $1.99 per Share per fiscal year (2010: $1.99 per Share). 
 

LTIP shares awarded to employees and directors vest in 3 increments, with the first third vesting 
immediately and the other two increments on the next two anniversary dates.  LTIP expense is 
measured at the fair value of the LTIP rights awarded on the date of the grant.  This value is expensed 
over the vesting period.  Unvested shares of those that are no longer employed are sold in the open 
market and the proceeds credited to the LTIP expense, or reallocated to remaining participants.  

On December 31, 2010, the Fund converted to a corporation and in accordance with IFRS it has been 
determined that the LTIP plan needs to be accounted for as an equity settled plan going forward (prior 
to the conversion to a corporation the LTIP plan was accounted for as cash settled); however, 
DCPayments does not dilute equity as part of the plan – DirectCash LP pays cash to the LTIP Trustee 
who buys shares in the open market (and not from treasury). See note 3 (f) for further details of the 
LTIP plan. 

   
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 



DIRECTCASH PAYMENTS INC. 
Notes to Consolidated Financial Statements 
June 30, 2011 and 2010 
 
 

19 | P a g e  
 

8. Earnings per share 
 
Basic and diluted earnings per share 

 
 
 
    Weighted average number of common shares 

The weighted average number of common shares outstanding is calculated as follows: 

 
 

Weighted average number of common shares (diluted)  

The weighted average number of common shares outstanding (after the adjustment for the effects of all 
dilutive potential common shares) is calculated as follows: 

 
 

  

Net Income for 
the period

Weighted 
average number 

of shares

Per share 
amount $

As at June 30, 2011 - YTD
Basic earnings per share  $        7,393,056          13,740,158                    0.54 
Diluted earnings per share  $        7,393,056          13,839,279                    0.53 

As at June 30, 2011 - quarterly
Basic earnings per share  $        3,892,394          13,749,357                    0.28 
Diluted earnings per share  $        3,892,394          13,839,279                    0.28 

As at June 30, 2010 - YTD
Basic earnings per share  $        8,702,187            7,801,404                    1.12 
Diluted earnings per share  $        8,702,187            7,941,775                    1.10 

As at June 30, 2010 - quarterly
Basic earnings per share  $       (2,685,126)            7,834,897                   (0.34)
Diluted earnings per share  $       (2,685,126)            7,941,775                   (0.34)

June 30, 2011 June 30, 2010 June 30, 2011 June 30, 2010
Issued common shares/units as at January 1 13,839,279         7,941,775           13,839,279         7,941,775             

13,839,279         7,941,775           13,839,279         7,941,775             
Effect of LTIP shares held in trust by LTIP Trustee ( see note 
3 (f) and 5 (e)) (89,922) (106,878) (99,121) (140,371)
Weighted Average number of shares/units 13,749,357         7,834,897           13,740,158         7,801,404             

For the three months ended For the six months ended

June 30, 2011 June 30, 2010 June 30, 2011 June 30, 2010

Weighted average number of shares/units (basic) 13,749,357         7,834,897           13,740,158         7,801,404             
Effect of LTIP shares held in trust by LTIP Trustee ( see note 
3 (f) and 5 (e)) 89,922 106,878 99,121 140,371

Weighted Average number of shares/units (diluted) 13,839,279         7,941,775           13,839,279         7,941,775             

For the three months ended For the six months ended
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9. Related party transactions 

DirectCash Bank 

DirectCash Group is party to various services and marketing agreements with DirectCash Bank (“DC 
Bank”), whereby DirectCash Group will provide transaction processing and technology services to DC 
Bank and DC Bank provides services and products to DirectCash Group 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 DirectCash Group, who continue to maintain significant ownership in DCPayments.  One of 
DC Bank’s significant shareholders (indirectly through holding corporations) is also DCPayments’ 
President and CEO. Another of DC Bank’s significant shareholders is also a director of DCPayments. 

During the three and six months ended June 30, 2011, DirectCash Group paid $511,545 and $931,105 
(2010: $337,732 and $578,323) of fees to DC Bank associated with various agreements with DC Bank.  
The related party balance payable to DC Bank at June 30, 2011 was $163,502 (December 31, 2010: 
$497,643). 

Key Management Remuneration 

Key management personnel receive compensation in the form of short-term employee benefits and 
share-based payment awards (see note 7).  DirectCash Group has paid out key management 
remuneration $1,652,109 for the year ended December 31, 2010 (split between short-term employee 
benefits of $802,083 and share-based payments (LTIP) of $850,026). 
 

10. Income tax expense 

Income tax expense is recognized based on management’s best estimate of the weighted average 

annual income tax rate expected for the full financial year applied to the pre-tax income of the interim 

period.  DCPayments’ consolidated effective tax rate for the six months ended June 30, 2011 was 

25.5% (June 30, 2010 was negative 11.3%). The change in the effective tax rate was caused mainly by 

the 2010 Mint acquisition and the related recognition of the associated deferred tax assets and the 

impact of the change from Canadian GAAP to IFRS on the measurement of temporary differences 

within the non-corporately structured entities.  See note 14 (c) for more details on this change. 
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11. Segment information 

DirectCash Group segments its revenues and cost of goods sold by line of business.  Revenues and 
gross profits by line of business are as follows: 

 

DirectCash has one customer which accounted for approximately 24% of DirectCash’s overall revenues 
for the period ended June 30, 2011 (2010: 27%).  The revenue from this customer is spread across all 
lines of business.  DirectCash has contractual agreements to provide services to this customer. 

DirectCash operates mainly in Canada, but has operations in Mexico and smaller operations in the 
United States.  Revenue from Mexico for the three and six months ended June 30, 2011 amounted to 
$860,221 and $2,184,807 (2010: $1,034,909 and $2,138,862) and total capital assets attributed to 
Mexico operations as of June 30, 2011 were recorded at $1,571,361 (December 31, 2010: $1,423,011). 

 
  

($ thousands) ATM
Prepaid 
product Debit terminal Total

For the six months ended June 30, 2011
Revenues  $         26,294  $         30,674  $           1,025  $         57,993 
Cost of good sold             11,921             17,725                 223             29,868 

Gross profit             14,374             12,949                 802             28,125 
Gross profit as a % 54.7% 42.2% 78.3% 48.5%

For the six months ended June 30, 2010
Revenues  $         20,616  $         31,809  $           1,078  $         53,503 
Cost of good sold              8,772             19,802                 250             28,825 

Gross profit             11,844             12,006                 828             24,678 
Gross profit as a % 57.4% 37.7% 76.8% 46.1%

For the three months ended June 30, 2011
Revenues  $         13,213  $         14,400  $             521  $         28,134 

Cost of good sold              6,028              7,953                 116             14,097 
Gross profit              7,185              6,447                 405             14,037 
Gross profit as a % 54.4% 44.8% 77.8% 49.9%

For the three months ended June 30, 2010
Revenues  $         10,814  $         15,973  $             600  $         27,387 
Cost of good sold              4,566              9,818                 130             14,514 

Gross profit              6,248              6,155                 470             12,873 
Gross profit as a % 57.8% 38.5% 78.3% 47.0%
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12. Contingencies 

Given the nature of DirectCash’s business, DirectCash has entered into a large number of contracts.    
Given the number of contracts, there is a small (but constant) amount of litigation where DirectCash is 
required to enforce its contractual rights to ensure revenue continuity.  Also, in rare cases it faces 
litigation where competitors have issued statements of claim alleging some sort of misconduct or 
breach in relation to customers lost to DirectCash.  It is a necessary part of DirectCash's business to 
enforce its contracts and defend these claims.  However, none of these law suits are material in 
amount. 
 

13. Credit facilities 

 

DirectCash has credit facilities with a Canadian chartered bank (the “Bank”).  The credit facilities are 
secured by a fixed and specific charge over all assets of DirectCash LP, DirectCash ATM Processing 
Partnership as well as an unlimited guarantee from each of its significant operating affiliates, and are 
subject to certain financial covenants 
 
Revolving credit facility 

DirectCash has a $60 million revolving credit facility, of which $16,229,412 was utilized at June 30, 
2011. During the quarter, this facility was increased from $45 million to $60 million to accommodate 
increased vault cash and operating requirements.  In addition, DirectCash has an outstanding 
commercial letter of credit with MasterCard International in the amount of US$2.5 million (C$2.4 million) 
relating to the prepaid MasterCard program. The revolving credit facility is demand in nature and is 
utilized for ATM cash machine loading, working capital requirements and commercial letters of credit.  
This credit facility bears interest at the Bank’s prime lending rate plus 0.375%. 
 
Acquisition credit facility 

DirectCash has a $40 million acquisition credit facility, of which $31,372,625 was utilized at June 30, 
2011. During the quarter, this facility was increased from $35 million to $40 million.  The facility is 
demand in nature and is utilized for the acquisition of additional ATM and Debit Terminal network and 
Prepaid Product assets, and general corporate acquisitions in complimentary business lines.  The 
facility bears interest at the Bank’s prime lending rate plus 0.375% or at banker’s acceptance rates plus 
1.875% per annum.  There are no scheduled principal repayments. 

 
 
 
   

June 30 December 31
2011 2010

Revolving credit facility          16,229,412          23,770,651 

Acquisition credit facility          31,372,625          29,571,250 

Total  $      47,602,037  $      53,341,901 
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14. Transition to International Financial Reporting Standards 

As stated in note 2, these are DCPayments’ second condensed consolidated interim financial 
statements prepared in accordance with IFRS. 

The accounting policies set out in note 3 have been applied in preparing the interim financial 
statements for the three and six months ended June 30, 2011, the comparative information presented 
in these interim financial statements for the three months and six ended June 30, 2010, the year ended 
December 31, 2010 and in the preparation of an opening IFRS statement of financial position at 
January 1, 2010 (DCPayments’ date of transition). 

In preparing its opening IFRS statement of financial position, DCPayments has adjusted amounts 
reported previously in financial statements prepared in accordance with previous Canadian GAAP. An 
explanation of how the transition from previous Canadian GAAP to IFRS has affected DCPayments’ 
financial position, financial performance and cash flows is set out in the following tables and the notes 
that accompany the tables. 

The IFRS 1 standard allows first time adopters to IFRS to take advantage of a number of voluntary 
exemptions from the general principal of retrospective restatement.  DCPayments has taken the 
following exemptions: 

IFRS 2 – Share-based payments 
This standard has not been applied to equity settled share based payment transactions where equity 
instruments were granted after November 7, 2002 but vested before January 1, 2010, DCPayments’ 
transition date. 

IFRS 3 – Business combinations 
This standard has not been applied retrospectively to business combinations that took place before the 
transition date. 

IFRIC 4 – Determining whether an arrangement contains a Lease   
This IFRIC has not been applied retrospectively.  DCPayments made an assessment as to whether an 
arrangement, existing at the transition date, contains a lease on the basis of the facts and 
circumstances existing at that date. The assessment was made in accordance with the requirements of 
IFRIC 4.  DCPayments did not identify any arrangements containing a lease on the transition date. 

IAS 23 – Borrowing cost 
This standard has not been applied retrospectively. As at the transition date, DCPayments did not have 
any qualifying assets.  

Consistent with DCPayments’ accounting policy choice under IAS 7, Statement of Cash Flows, 
distributions/dividends paid of $6,274,002 have been classified as financing activities for the six months 
ending June 30, 2010 and $13,008,922 for the six months ending June 30, 2011.  Interest paid and 
income taxes paid are included in the Statement of Cash Flows, whereas they were previously 
disclosed as supplementary information.  There are no other material differences between the 
statement of cash flows presented under IFRS and the statement of cash flows presented under 
previous Canadian GAAP. 
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DirectCash Payments Inc.
Reconciliation of Equity at June 30, 2010

Canadian Effects of 
Notes GAAP Transition to IFRS IFRS

Assets
Current assets:
     Cash in circulation 25,604,086$          25,604,086$          
     Restricted funds 13,334,439            13,334,439            
     Trade and other receivables 3,178,621              3,178,621              
     Inventories 3,542,915              3,542,915              
     Prepaid expenses 843,965                  843,965                  

46,504,026            - 46,504,026            

Deferred tax asset c 6,132,037              835,883                  6,967,920              
Property and equipment 7,411,189              7,411,189              
Intangible assets 15,692,443            15,692,443            
Goodwill 52,365,652            52,365,652            

128,105,346$        835,883$               128,941,229$        

Liabilities and shareholders' equity
Current liabilities:
     Revolving credit facility 7,394,969$            7,394,969$            
     Acquisition credit facility 32,500,000            32,500,000            
     Restricted funds liability 13,334,439            13,334,439            
     Trade and other payables 7,731,514              7,731,514              
     LTIP liability b 528,000                  764,298                  1,292,298              
     Dividends payable 1,433,968              1,433,968              
     62,922,890 764,298                  63,687,188
Non-current liabilities:

Deferred rent 145,660                  145,660                  
Deferred revenue 129,167                  129,167                  

Capital contributions:
     Exchangeable partnership units a -                          76,062,067            76,062,067            

274,827                  76,062,067            76,336,894            

Shareholders' equity:
Capital contributions:
Shares 72,604,632            72,604,632            
Exchangeable partnership units a 41,963,273            (41,963,273)           -                          
Shares held in trust by LTIP Trustee b -                          (1,472,152)             (1,472,152)             
Accumulated other comprehensive income 448,578                  448,578                  
Deficit (50,108,853)           (32,555,058)           (82,663,911)           

Total shareholders' equity (deficit) 64,907,629            (75,990,483)           (11,082,853)           
128,105,346$        835,883                  128,941,229$        
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DirectCash Payments Inc.
Reconciliation of Total Comprehensive Income (Loss) for the Three Months Ended June 30, 2010

Canadian Effects of 
Note GAAP Transition to IFRS IFRS

Revenue:
Recurring services 22,370,880$          22,370,880$          
Products 4,998,229              4,998,229              
Interest 17,786                  17,786                  

27,386,895            -                       27,386,895            

Operating expenses:
Cost of recurring services 9,744,496              9,744,496              
Cost of products 4,769,758              4,769,758              
Personnel expenses 2,060,423              2,060,423              
Long-term incentive plan b 500,000                (122,231)               377,769                
Other expenses 1,313,055              1,313,055              
Depreciation of property and equipment 795,169                795,169                
Amortization of intangible assets 2,108,102              2,108,102              

Results from operating activities 21,291,003            (122,231)               21,168,772            

Net finance costs:
Finance costs (309,895)               (309,895)               
Distributions on exchangeable partnership units a -                       (2,014,739)             (2,014,739)             
Net change in fair value of exchangeable partnership units a -                       (7,017,631)             (7,017,631)             
Unrealized loss on foreign exchange (49,818)                 (49,818)                 

(359,713)               (9,032,370)             (9,392,083)             

Net income (loss) before income taxes 5,736,180              (8,910,139)             (3,173,960)             

Income tax - current (52,563)                 (52,563)                 
Deferred income tax c 327,900                213,496                541,396                

Net income (loss) for the period 6,011,517              (8,696,643)             (2,685,126)             

Other comprehensive income
Exchange differences on translation of foreign operations (net of tax) 62,497                  62,497                  

Comprehensive income, net of tax 62,497                  -                       62,497                  

6,074,014              (8,696,643)             (2,622,629)             Total comprehensive income (loss) for the period



DIRECTCASH PAYMENTS INC. 
Notes to Consolidated Financial Statements 
June 30, 2011 and 2010 
 
 

26 | P a g e  
 

 
  

DirectCash Payments Inc.
Reconciliation of Total Comprehensive Income for the Six Months Ended June 30, 2010

Canadian Effects of 
Note GAAP Transition to IFRS IFRS

Revenue:
Recurring services 43,294,781$          43,294,781$          
Products 10,188,159            10,188,159            
Interest 19,696                  19,696                  

53,502,635            -                       53,502,635            

Other income (gain on acquisition) 4,238,335              4,238,335              

Operating expenses:
Cost of recurring services 19,381,136            19,381,136            
Cost of products 9,443,980              9,443,980              
Personnel expenses 4,055,611              4,055,611              
Long-term incentive plan b 878,000                (111,927)               766,073                
Other expenses 2,737,622              2,737,622              
Depreciation of property and equipment 1,561,292              1,561,292              
Amortization of intangible assets 4,166,453              4,166,453              

Results from operating activities 42,224,093            (111,927)               42,112,166            

Net finance costs:
Finance costs (577,678)               (577,678)               
Distributions on exchangeable partnership units a -                       (3,576,728)             (3,576,728)             
Net change in fair value of exchangeable partnership units a -                       (3,622,003)             (3,622,003)             
Unrealized loss on foreign exchange (31,967)                 (31,967)                 

(609,645)               (7,198,731)             (7,808,376)             

Net income before income taxes 14,907,233            (7,086,804)             7,820,429              

Income tax - current (105,366)               (105,366)               
Deferred income tax c 613,623                373,501                987,124                

Net income for the period 15,415,490            (6,713,303)             8,702,187              

Other comprehensive income (loss)
Exchange differences on translation of foreign operations (net of tax) 191,316                191,316                

Comprehensive income, net of tax 191,316                -                       191,316                

15,606,806            (6,713,303)             8,893,503              Total comprehensive income for the period
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Notes to the Reconciliations of Equity and Total Comprehensive Income from Canadian GAAP to 
IFRS 

 
a. Before January 1, 2011, the DirectCash businesses were controlled by an income fund (i.e. the 

Fund).  The units that the Fund issued had a redemption feature that provided the holder with a put 
option to redeem the units. In addition, DirectCash LP had issued exchangeable units that could be 
exchanged into units of the Fund by the holder.  Both types of units are considered financial 
instruments under IFRS. DCPayments has met the IFRS requirements to classify the ‘common’ units 
as equity.  However, the exchangeable DirectCash LP units do not meet the exemption 
requirements and are consequently classified as a liability upon transition.  The liability is measured 
at fair value through profit or loss.  The Fund converted from an income fund to a corporation on 
December 31, 2010 (through an exchange process), and all exchangeable DirectCash LP 
partnership units were converted into common shares of DCPayments on a one-for-one basis.  

 
The impact arising from the change is summarized as follows: 
 

 

 
b. DirectCash LP has a long-term incentive plan in place under which it awards units to certain 

directors and employees.  These awards were expensed in full under Canadian GAAP. 
DCPayments was structured as an income fund until December 31, 2010 (when the holders of the 
Fund units exchanged their units for shares of DCPayments and the Fund and DCCT were dissolved 
up into DCPayments).  Because the units of the Trust contained a redemption feature, IFRS requires 
the related share-based payments to be accounted for as cash settled awards.  Therefore, under 
IFRS a liability has been recognized at January 1, 2010 which is remeasured every reporting period 
(until the liability is settled) to reflect the fair value of the outstanding options.  

 
  

Six months ended Year ended
June 30, 2010 December 31, 2010

Increase in finance expense – distributions on exchangeable partnership units                 3,576,728                 7,475,382 

                3,622,003                25,997,900 

Adjustment before income tax  $              7,198,731  $            33,473,282 

January 1, 2010 June 30, 2010 December 31, 2010
Increase in exchangeable partnership units                30,476,791                34,098,794                56,474,691 
Decrease in distributions declared                             -                               -                               -   
Increase in deficit  $            30,476,791  $            34,098,794  $            56,474,691 

Consolidated Statement of Comprehensive Income

Increase/(decrease) in finance expense – net change in fair value of 
exchangeable partnership units

Consolidated Statement of Financial Position



DIRECTCASH PAYMENTS INC. 
Notes to Consolidated Financial Statements 
June 30, 2011 and 2010 
 
 

28 | P a g e  
 

The impact arising from the change is summarized as follows: 
 

 

 
c. Before January 1, 2011, the DirectCash businesses were controlled by an income fund.  There are 

two separate income tax rates applied to income funds; for distributed profits the income tax rate of 
0% applies while for undistributed profits the tax rate of 39% applies.  IFRS specifically requires that 
income taxes are recognized at the rate applicable to undistributed funds (e.g. 39%).  Therefore, 
under IFRS temporary differences residing in the income fund have been re-measured using the 
undistributed profits income tax rate of 39%.  
 

The impact arising from the change is summarized as follows: 
 

 
 
d. The above changes increased (decreased) deficit (each net of related tax) as follows: 

 

 

 
 

 

Six months ended Year ended
June 30, 2010 December 31, 2010

Increase (decrease) in LTIP expense                   (111,927)                    447,032 
Adjustment before income tax  $               (111,927)  $                447,032 

January 1, 2010 June 30, 2010 December 31, 2010
Increase/(decrease) in LTIP liability                 1,552,093                    764,298                   (970,000)
Decrease in share capital – shares held in 
trust by LTIP Trustee

               (1,658,656)                (1,472,152)                (1,472,152)

Decrease in deficit                             -                      489,364                    489,364 
Increase in contributed surplus                             -                   2,293,257 
Increase in deficit  $               (106,563)  $               (218,490)  $                340,469 

Consolidated Statement of Financial Position

Consolidated Statement of Comprehensive Income

Six months ended Year ended
June 30, 2010 December 31, 2010

Increase (decrease) in deferred income tax                   (373,501)                    462,382 
Adjustment before income tax  $               (373,501)  $                462,382 

January 1, 2010 June 30, 2010 December 31, 2010
(Increase) decrease in deferred tax asset                   (462,382)                   (835,883)                             -   
Increase in deficit  $               (462,382)  $               (835,883)  $                         -   

Consolidated Statement of Comprehensive Income

Consolidated Statement of Financial Position

Note January 1, 2010 June 30, 2010 December 31, 2010
Fair value of exchangeable partnership units a                30,476,791                34,098,794                56,474,691 
Cash settled awards b                   (106,563)                   (218,490)                    340,469 
Deferred tax asset c                   (462,382)                   (835,883)                             -   
Increase/decrease in deficit  $            29,907,846  $            33,044,421  $            56,815,160 
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