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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION
Washington, D.C. 20549
Form 10-Q
(Mark One)
b QUARTERLY REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the quarterly period ended June 30, 2009
OR
0 TRANSITION REPORT PURSUANT TO SECTION 13 OR 15(d) OF THE SECURITIES
EXCHANGE ACT OF 1934
For the transition period from to

Commission File Number: 001-33864

CARDTRONICS, INC.
(Exact name of registrant as specified in its charter)
Delaware 76-0681190
(State or other jurisdiction of (I.R.S. Employer Identification No.)

incorporation or organization)

3250 Briarpark Drive, Suite 400 77042
Houston, TX (Zip Code)
(Address of principal executive offices)
Registrant s telephone number, including area code: (832) 308-4000

Indicate by check mark whether the registrant: (1) has filed all reports required to be filed by Section 13 or 15(d) of
the Securities Exchange Act of 1934 during the preceding 12 months (or for such shorter period that the registrant was
required to file such reports) and (2) has been subject to such filing requirements for the past 90 days. Yes p No o
Indicate by check mark whether the registrant has submitted electronically and posted on its corporate Web site, if
any, every Interactive Data File required to be submitted and posted pursuant to Rule 405 of Regulation S-T
(§232.405 of this chapter) during the preceding 12 months (or for such shorter period that the registrant was required
to submit and post such files).
YesoNo o
Indicate by check mark whether the registrant is a large accelerated filer, an accelerated filer, a non-accelerated filer or
a smaller reporting company. See the definitions of large accelerated filer, accelerated filer —and smaller reporting
company in Rule 12b-2 of the Exchange Act.

Large accelerated filer o Accelerated filer p Non-accelerated filer o Smaller reporting
company o
(Do not check if a smaller
reporting company)
Indicate by check mark whether the registrant is a shell company (as defined in Rule 12b-2 of the Exchange Act). Yes
oNop
Common Stock, par value: $0.0001 per share. Shares outstanding on August 3, 2009: 40,432,445

Table of Contents 2



Edgar Filing: CARDTRONICS INC - Form 10-Q

Table of Contents



Edgar Filing: CARDTRONICS INC - Form 10-Q

CARDTRONICS, INC.
TABLE OF CONTENTS
Page

PART 1. FINANCIAL INFORMATION

Item 1. Financial Statements (unaudited) 1
Consolidated Balance Sheets as of June 30. 2009 and December 31. 2008 1
Consolidated Statements of Operations for the Three and Six Months Ended June 30, 2009 and 2008 2
Consolidated Statements of Cash Flows for the Six Months Ended June 30, 2009 and 2008 3
Notes to Consolidated Financial Statements 4
Cautionary Statement Regarding Forward-Looking Statements 25
Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations 26
Item 3. Quantitative and Qualitative Disclosures About Market Risk 40
Item 4. Controls and Procedures 42
PART II. OTHER INFORMATION

Item 1. I egal Proceedings 43
Item 1A. Risk Factors 43
Item 2. Unregistered Sales of Equity Securities and Use of Proceeds 44
Item 4. Submission of Matters to a Vote of Security Holders 44
Item 6. Exhibits 45
Signatures 46

Exhibit 10.1
Exhibit 31.1
Exhibit 31.2
Exhibit 32.1

When we referto us, we, our, ours or theCompany, we are describing Cardtronics, Inc. and/or our subsidiaries.




Edgar Filing: CARDTRONICS INC - Form 10-Q

Table of Contents

PART I. FINANCIAL INFORMATION
Item 1. Financial Statements
CARDTRONICS, INC.
CONSOLIDATED BALANCE SHEETS

(In thousands, excluding share and per share amounts)

(Unaudited)
June 30, 2009
ASSETS

Current assets:

Cash and cash equivalents $ 6,492
Accounts and notes receivable, net of allowance of $526 and $504 as

of June 30, 2009 and December 31, 2008, respectively 23,384
Inventory 2,903
Restricted cash, short-term 3,833
Prepaid expenses, deferred costs, and other current assets 11,110
Total current assets 47,722
Property and equipment, net 150,676
Intangible assets, net 99,942
Goodwill 165,483
Prepaid expenses, deferred costs, and other assets 4,313
Total assets $ 468,136

LIABILITIES AND STOCKHOLDERS DEFICIT

Current liabilities:

Current portion of long-term debt and notes payable $
Current portion of capital lease obligations

Current portion of other long-term liabilities

Accounts payable

Accrued liabilities

Total current liabilities

Long-term liabilities:

Long-term debt, net of related discounts
Capital lease obligations

Deferred tax liability, net

Asset retirement obligations

Other long-term liabilities

Total liabilities

Commitments and contingencies

Stockholders deficit:

Table of Contents

1,748
605
25,855
12,202
57,426

97,836
326,698
13,564
22,777
17,512

478,387

December 31, 2008

$ 3,424

25,317
3,011
2,423

17,273

51,448
153,430
108,327
163,784

3,839

$ 480,828

$ 1,373
757

24,302

17,212

55,174

98,818

344,816
235
11,673
21,069
23,967

500,578
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Common stock, $0.0001 par value; 125,000,000 shares authorized,;
45,750,333 and 45,642,282 shares issued as of June 30, 2009 and
December 31, 2008, respectively; 40,440,310 and 40,636,533 shares
outstanding as of June 30, 2009 and December 31, 2008, respectively

Subscriptions receivable (at face value) (34)
Additional paid-in capital 196,221 194,101
Accumulated other comprehensive loss, net (53,792) (64,025)
Accumulated deficit (104,779) (102,199)
Treasury stock; 5,310,023 and 5,005,749 shares at cost as of June 30,

2009 and December 31, 2008, respectively (48,612) (48,221)
Total parent stockholders deficit (10,958) (20,374)
Noncontrolling interests 707 624
Total stockholders deficit (10,251) (19,750)
Total liabilities and stockholders deficit $ 468,136 $ 480,828

See accompanying notes to consolidated financial statements.
1
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CARDTRONICS, INC.

CONSOLIDATED STATEMENTS OF OPERATIONS
(In thousands, excluding share and per share amounts)

Three Months Ended June 30, Six Months Ended June 30,

(Unaudited)
2009 2008

Revenues:
ATM operating revenues $ 121,362 $ 122,868 $
ATM product sales and other revenues 3,286 4,107
Total revenues 124,648 126,975
Cost of revenues:
Cost of ATM operating revenues (excludes
depreciation, accretion, and amortization
shown separately below. See Note 1) 83,975 93,904
Cost of ATM product sales and other revenues 3,153 3,662
Total cost of revenues 87,128 97,566
Gross profit 37,520 29,409
Operating expenses:
Selling, general, and administrative expenses 10,584 9,800
Depreciation and accretion expense 9,935 9,978
Amortization expense 4,504 4,501
Loss on disposal of assets 1,676 1,115
Total operating expenses 26,699 25,394
Income from operations 10,821 4,015
Other expense (income):
Interest expense, net 7,644 7,722
Amortization of deferred financing costs and
bond discounts 603 530
Other (income) expense (1,041) 17
Total other expense 7,206 8,269
Income (loss) before income taxes 3,615 (4,254)
Income tax expense (benefit) 1,016 (633)
Net income (loss) 2,599 (3,621)
Net income attributable to noncontrolling
interests 111
Net income (loss) attributable to controlling
interests and available to common
stockholders $ 2,488 $ (3,621) $
Net income (loss) per common share basic $ 0.06 $ 0.09 $
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2009

234,942
5,051

239,993

166,204
4,967

171,171
68,822

21,439
19,574
9,031
3,784

53,828
14,994

15,355

1,171
(1,127)

15,399
(405)

2,033
(2,438)

142

(2,580)

0.07)

$

2008

239,165
8,385

247,550

183,336
7,826

191,162
56,388

18,351
19,010
9,004
2,435

48,800
7,588

15,354

1,038
(115)

16,277
(8,689)
(181)

(8,508)

(8,508)

0.22)
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Net income (loss) per common share diluted  $ 0.06 $ 0.09) $ 0.07) $ (0.22)
Weighted average shares outstanding  basic 39,032,087 38,735,027 39,005,202 38,662,452
Weighted average shares outstanding  diluted 39,651,363 38,735,027 39,005,202 38,662,452

See accompanying notes to consolidated financial statements.
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CARDTRONICS, INC.

CONSOLIDATED STATEMENTS OF CASH FLOWS

(In thousands)
(Unaudited)

Cash flows from operating activities:
Net loss

Adjustments to reconcile net loss to net cash provided by operating activities:

Depreciation, accretion, and amortization expense
Amortization of deferred financing costs and bond discounts
Stock-based compensation expense

Deferred income taxes

Loss on disposal of assets

Other reserves and non-cash items

Changes in assets and liabilities, net of acquisitions:
Decrease in accounts and notes receivable, net

Decrease (increase) in prepaid, deferred costs, and other current assets

(Increase) decrease in inventory

Decrease in other assets

Decrease in accounts payable and accrued liabilities
Decrease in other liabilities

Net cash provided by operating activities

Cash flows from investing activities:

Additions to property and equipment

Payments for exclusive license agreements and site acquisition costs
Principal payments received under direct financing leases

Net cash used in investing activities

Cash flows from financing activities:

Proceeds from issuance of long-term debt

Repayments of long-term debt and capital leases
Repayments of borrowings under bank overdraft facility, net
Payments received on subscriptions receivable

Proceeds from exercises of stock options

Equity offering costs

Debt issuance and modification costs

Repurchase of common stock

Net cash (used in) provided by financing activities

Effect of exchange rate changes on cash

Table of Contents

Six Months Ended June 30,

2009

$ (2,438)

28,605
1,171
2,120
1,891
3,784

(1,922)

2,070

6,734
(47)

1,192
(7,710)
(2,745)

32,705

(10,712)
@87

(10,799)

27,812
(46,486)
(142)
34

(458)
92)

(19,332)

494

$

2008

(8,508)

28,014
1,038
811
(317)
2,435
(3,805)

1,534
(1,621)

157

394
(10,335)
(2,371)

7,426

(42,456)
(497)
17

(42,936)

76,236
(43,829)
(3.881)

101

286
(1,489)
(54)

27,370

(144)

9
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Net increase (decrease) in cash and cash equivalents 3,068 (8,284)
Cash and cash equivalents as of beginning of period 3,424 13,439
Cash and cash equivalents as of end of period $ 6,492 $ 5,155
Supplemental disclosure of cash flow information:

Cash paid for interest, including interest on capital leases $ 15,525 $ 16,096
Cash paid for income taxes $ 285 $ 220

See accompanying notes to consolidated financial statements.
3
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CARDTRONICS, INC.
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(UNAUDITED)
(1) General and Basis of Presentation
General
Cardtronics, Inc., along with its wholly- and majority-owned subsidiaries (collectively, the Company ) owns or
operates approximately 32,880 automated teller machines ( ATMs ) located in all 50 states of the United States,
including 2,530 ATMs located throughout the United Kingdom, and 2,100 ATMs located throughout Mexico. The
Company provides ATM management and equipment-related services (typically under multi-year contracts) to large,
nationally-known retail merchants as well as smaller retailers and operators of facilities such as shopping malls and
airports. Additionally, the Company operates the largest surcharge-free network of ATMs within the United States
(based on the number of participating ATMs) and works with financial institutions to place their logos on the
Company s ATM machines, thus providing convenient surcharge-free access to the financial institutions customers.
This surcharge-free network, which operates under the Allpoint brand name, has more than 37,000 participating
ATMs, including a majority of the Company s ATMs in the United States and all of the Company s ATMs in United
Kingdom. Finally, the Company provides electronic funds transfer ( EFT ) transaction processing services to its
network of ATMs as well as over 1,500 ATMs owned and operated by third parties.
Basis of Presentation
This Quarterly Report on Form 10-Q (this Form 10-Q ) has been prepared pursuant to the rules and regulations of the
Securities and Exchange Commission ( SEC ) applicable to interim financial information. Because this is an interim
period filing presented using a condensed format, it does not include all of the disclosures required by accounting
principles generally accepted in the United States ( U.S. GAAP ), although the Company believes that the disclosures
are adequate to make the information not misleading. You should read this Form 10-Q along with the Company s
Annual Report on Form 10-K for the year ended December 31, 2008 ( 2008 Form 10-K ), which includes a summary of
the Company s significant accounting policies and other disclosures.
The financial statements as of June 30, 2009 and for the three and six month periods ended June 30, 2009 and 2008
are unaudited. The Consolidated Balance Sheet as of December 31, 2008 was derived from the audited balance sheet
filed in the Company s 2008 Form 10-K. In management s opinion, all adjustments necessary for a fair presentation of
the Company s interim and prior period results have been made, including those described in Note 2 Revision of Prior
Period Financial Statements. The results of operations for the three and six month periods ended June 30, 2009 and
2008 are not necessarily indicative of results that may be expected for any other interim period or for the full fiscal
year. Additionally, the financial statements for prior periods include reclassifications that were made to conform to the
current period presentation. Those reclassifications did not impact the Company s total reported net loss or
stockholders deficit.
The unaudited interim consolidated financial statements include the accounts of Cardtronics, Inc. and its wholly- and
majority-owned subsidiaries. All material intercompany accounts and transactions have been eliminated in
consolidation. Because the Company owns a majority (51.0%) interest in and realizes a majority of the earnings
and/or losses of Cardtronics Mexico, S.A. de C.V. ( Cardtronics Mexico ), this entity is reflected as a consolidated
subsidiary in the accompanying consolidated financial statements, with the remaining ownership interest not held by
the Company being reflected as a noncontrolling interest. See Note 16 for additional information on the presentation
of noncontrolling interests in the Company s financial statements and the Company s adoption of Statement of
Financial Accounting Standards ( SFAS ) No. 160, Noncontrolling Interests in Consolidated Financial Statements an
amendment of ARB No. 5, which the Company adopted effective January 1, 2009.
The preparation of financial statements in conformity with U.S. GAAP requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting periods.
Actual results could differ from those estimates, and these differences could be material to the financial statements.

Table of Contents 11
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The Company has evaluated subsequent events through August 7, 2009, which represents the date the financial
statements were issued.

Cost of ATM Operating Revenues and Gross Profit Presentation

The Company presents Cost of ATM operating revenues and Gross profit within its Consolidated Statements of
Operations exclusive of depreciation, accretion, and amortization expense related to ATMs and ATM-related assets.
The following table sets forth the amounts excluded from Cost of ATM operating revenues and Gross profit for the
three and six month periods ended June 30:

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(In thousands)
Depreciation and accretion expenses related to
ATMs and ATM-related assets $ 8,237 $ 8,673 $ 16,274 $ 16,585
Amortization expense 4,503 4,501 9,030 9,004

Total depreciation, accretion, and amortization
expenses excluded from Cost of ATM operating
revenues and Gross profit $ 12,740 $ 13,174 $ 25,304 $ 25,589

(2) Revision of

Prior Period

Financial

Statements
During the second quarter of 2009, the Company identified an error related to certain capitalized costs associated with
its United Kingdom operation. Upon analysis of the Company s fixed asset records, management identified certain
assets primarily related to previously cancelled ATM sites that should have been expensed in prior periods. The
impact of such error was an overstatement of fixed assets and depreciation expense, and an understatement of cost of
sales and loss on disposal of assets for the years ended December 31, 2007 and 2008, including the related quarterly
periods contained therein. The cumulative impact of such error on the statement of operations for the years affected
would have been a total additional expense of approximately $1.7 million. In accordance with Staff Accounting
Bulletin No. 108 ( SAB 108 ), as issued by the Securities and Exchange Commission ( SEC ), management determined
that the effects of the misstatement were not material to any previously reported quarterly or annual period. As such,
the related corrections will be made to the applicable prior periods as such financial information is included in future
filings with the SEC.
The Company s prior period financial statements included in this filing have been revised to reflect these adjustments,
the effects of which have been summarized below.
Consolidated Balance Sheet:

December 31, 2008
As
Reported Adjustments As Adjusted
(In thousands)

Property and equipment, net $ 154,829 $ (1,399) $ 153,430
Total assets 482,227 (1,399) 480,828
Accumulated other comprehensive loss, net (64,355) 330 (64,025)
Accumulated deficit (100,470) (1,729) (102,199)

Table of Contents 13
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Total parent stockholders deficit (18,975) (1,399) (20,374)

Total stockholders deficit (18,351) (1,399) (19,750)

Total liabilities and stockholders deficit 482,227 (1,399) 480,828
5
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Consolidated Statements of Operations:

Cost of ATM operating
revenues

Total cost of revenues
Gross profit

Depreciation and accretion
expense

Loss on disposal of assets(!)
Total operating expenses®)
Income from operations(®
Other expense®

Total other expense®

Loss before income taxes
Income tax (benefit) expense
Net loss

Net loss attributable to
controlling interests and
available to common
stockholders

Net loss per common share
basic and diluted

() Previously
reported as a
component of

Other expense .

@ Of the
Adjustments
presented
above,
$1,025,000 and
$2,218,000 for
the three and six
months ended
June 30, 2008,
respectively,
relates to the
reclassification
of Loss on
disposal of
assets from a

Table of Contents

Three Months Ended
June 30, 2008

As

Reported Adjustments

$ 93,601
97,263
29,712

10,039

24,340
5,372
1,042
9,294

(3,922)

(540)

(3,382)

(3,382)

(0.09)

$

303
303
(303)

(61)
1,115
1,054

(1,357)
(1,025)
(1,025)
(332)
(93)
(239)

(239)

As

Adjusted
(In thousands, excluding per share amounts)

$

93,904
97,566
29,409

9,978
1,115
25,394
4,015
17
8,269
(4,254)
(633)
(3,621)

(3,621)

(0.09)

As

$182,702
190,528
57,022

19,121

46,476
10,546
2,103
18,495
(7,949)
25
(7,974)

(7,974)

(0.21)

Reported Adjustments

Six Months Ended
June 30, 2008
As
Adjusted

$ 634 $ 183,336
634 191,162

(634) 56,388

(111) 19,010

2,435 2,435

2,324 48,800
(2,958) 7,588
(2,218) (115)
(2,218) 16,277
(740) (8,689)
(206) (181)
(534) (8,508)

(534) (8,508)

(0.01) (0.22)

15



component of
Other expense .

Cost of ATM operating
revenues

Total cost of revenues
Gross profit

Depreciation and accretion
expense

Loss on disposal of assets(!)
Total operating expenses®)
(Loss) Income from
operations®

Minority interest in
subsidiary®

Other expense (income)?
Total other expense® @)
Loss before income taxes
Income tax (benefit) expense
Net loss

Net loss attributable to
noncontrolling interests
Net loss attributable to
controlling interests and
available to common
stockholders

Net loss per common share
basic and diluted

() Previously
reported as a
component of

Other expense .

@ Of the
Adjustments
presented
above,
$5,284,000 and
$2,211,000 for
the years ended
December 31,
2008 and 2007,
respectively,
relates to the
reclassification

Table of Contents
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Year Ended December 31, 2008

As

Reported Adjustments

$361,902
377,527
115,487

39,414
147,034
(31,547)

(1,022)

5,377

37,552

(69,099)

938
(70,037)

(70,037)

(1.81)

$

As
Adjusted

Year Ended December 31, 2007

As

Reported Adjustments

(In thousands, excluding per share amounts)

1,014
1,014
(1,014)

(250)
5,807
5,557

(6,571)
1,022
(5,284)
(4,262)
(2,309)

51
(2,360)

(1,022)

(1,338)

(0.03)

$ 362,916
378,541
114,473

39,164
5,807
152,591
(38,118)
93
33,290
(71,408)
989
(72,397)

(1,022)

(71,375)

(1.84)

$281,351
293,293
85,005

26,859
75,086
9,919
(376)
1,585
32,373
(22,454)

4,636
(27,090)

(63,362)

(4.11)

354
354
(354)

(78)
2,485
2,407

(2,761)
376
(2,211)
(1,835)
(926)
(159)
(767)

(376)

(391)

(0.02)

As
Adjusted

$ 281,705
293,647
84,651

26,781
2,485
77,493
7,158
(626)
30,538
(23,380)
4,477
(27,857)

(376)

(63,753)

(4.13)

16
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of Losson
disposal of
assets from a
component of

Other expense .

Of the
Adjustments
presented
above,
$1,022,000 and
$376,000 for the
years ended
December 31,
2008 and 2007,
respectively,
relates to the
reclassification
of Minority
interest in
subsidiary to
Net loss
attributable to
noncontrolling
interests .
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Consolidated Statement of Cash Flows:

Six Months Ended June 30, 2008
As
Reported Adjustments As Adjusted
(In thousands)

Cash flows from operating activities:

Net loss $ (7974 $ (534) % (8,508)
Adjustments to reconcile net loss to net cash provided by

operating activities:

Depreciation, accretion, and amortization expense 28,125 (111) 28,014
Deferred income taxes (111) (206) (317)
Loss on disposal of assets(!) 2,056 379 2,435
Other reserves and non-cash items(! (3,643) (162) (3,805)
Net cash provided by operating activities 8,060 (634) 7,426
Cash flows from investing activities:
Additions to property and equipment (43,090) 634 (42,456)
Net cash used in investing activities (43,570) 634 (42,936)
(M Of the

Adjustments

presented

above, $162,000
relates to the
reclassification
of certain
non-cash items
previously
included in Loss
on disposal of
assets to Other
reserves and
non-cash items .

(3) Stock-Based

Compensation
The Company accounts for stock-based compensation arrangements under SFAS No. 123 (revised 2004),
Share-Based Payment, which requires a company to calculate the fair value of stock-based instruments awarded to
employees on the date of grant and recognize the calculated fair value, net of estimated forfeitures, as compensation
expense over the requisite service periods of the related awards. The following table reflects the total stock-based
compensation expense amounts included in the Consolidated Statements of Operations for the three and six month
periods ended June 30:

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(In thousands)
Cost of ATM operating revenues $ 193 % 132 $ 384§ 197

Table of Contents 18
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Selling, general, and administrative expenses 869 413 1,736 614

Total stock-based compensation expense $ 1,062 $ 545 $ 2,120 $ 811

The increase in stock-based compensation expense during the three and six months ended June 30, 2009 was due to
the issuance of 1,782,750 shares of restricted stock and 293,000 stock options to certain of its employees during 2008
and 2009. Both the restricted shares and the stock options were granted under the Company s 2007 Stock Incentive
Plan.

Options. A summary of the Company s outstanding stock options as of June 30, 2009 and changes during the six
months ended June 30, 2009 are presented below:

Weighted

Number Average
of Shares Exercise Price
Options outstanding as of January 1, 2009 4,288,942 $ 7.96
Granted 40,000 $ 2.11
Exercised 8,051) $ 0.03
Forfeited 44,807) $ 10.02
Options outstanding as of June 30, 2009 4,276,084 $ 7.90
Options vested and exercisable as of June 30, 2009 3,416,352 $ 7.20

The options granted in 2009 had a total grant-date fair value of approximately $41,600, or $1.04 per share.
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Restricted Stock. A summary of the Company s outstanding restricted shares as of June 30, 2009 and changes during
the six months ended June 30, 2009 are presented below:

Number

of Shares
Restricted shares outstanding as of January 1, 2009 1,679,250
Granted 100,000
Forfeited (195,000)
Vested (375,438)
Restricted shares outstanding as of June 30, 2009 1,208,812

During the second quarter of 2009, the Company granted 100,000 restricted shares to certain members of its board of
directors with a total grant-date fair value of $290,000, or $2.90 per share. Compensation expense associated with the
restricted stock grants totaled approximately $74,000 during the three and six month periods ended June 30, 2009,
leaving approximately $216,000 of unrecognized compensation cost associated with these shares as of June 30, 2009.
Such amount will be amortized over the remainder of 2009. Additionally, as of June 30, 2009, there was
approximately $8.9 million in unrecognized compensation expense associated with prior restricted share grants.

(4) Earnings per Share

The Company reports its earnings per share in accordance with SFAS No. 128, Earnings per Share. Potentially
dilutive securities are excluded from the calculation of diluted earnings per share (as well as their related income
statement impacts) when their impact on net income (loss) available to common stockholders is anti-dilutive. Such
securities include all outstanding stock options and all shares of restricted stock. For the three month period ended
June 30, 2008, and for the six month periods ended June 30, 2009 and 2008, the Company incurred net losses and,
accordingly, excluded all potentially dilutive securities from the calculation of diluted earnings per share as their
impact on the net loss available to common stockholders was anti-dilutive. Dilutive securities were included in the
calculation of diluted earnings per share for the three month period ended June 30, 2009 since the Company reported
net income for the period.

Additionally, the shares of restricted stock issued by the Company have a non-forfeitable right to cash dividends, if
and when declared by the Company. Accordingly, such restricted shares are considered to be participating securities
pursuant to Financial Accounting Standards Board ( FASB ) Staff Position ( FSP ) Emerging Issues Task Force ( EITF )
03-6-1, Determining Whether Instruments Granted in Share-Based Payment Transactions are Participating
Securities. The Company has allocated the undistributed earnings for the three months ended June 30, 2009 among the
Company s outstanding common shares and issued but unvested restricted shares as follows:

Earnings per Share (in thousands, excluding share and per share amounts):

Three months ended June 30, 2009

Unvested
Common Restricted
Stock Shares
Net income attributed to each class of common stock and participating
security $ 2,398 $ 90
Weighted-average shares outstanding Basic 39,032,087 1,487,744
Weighted-average shares outstanding Diluted 39,651,363 1,487,744
Earnings per share Basic and Diluted $ 0.06 $ 0.06

For the three months ended June 30, 2009, 5,805 potentially dilutive common shares related to restricted stock were
excluded from the computation of diluted EPS for common shares as their effect was antidulutive.
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(5) Comprehensive Income (Loss)

SFAS No. 130, Reporting Comprehensive Income, establishes standards for reporting comprehensive income
(loss) and its components in the financial statements. Total comprehensive income (loss) consisted of the following:

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(In thousands)

Net income (loss) $ 2,599 $ (3,621) $ (2,438) $ (8,508)
Unrealized gains on interest rate hedges, net of
taxes 343 18,421 1,536 4,956
Foreign currency translation adjustments 10,113 157 8,697 (1,249)
Total comprehensive income (loss) 13,055 14,957 7,795 (4,801)
Less: comprehensive income (loss) attributable to
noncontrolling interests 162 (14) 171 10
Comprehensive income (loss) attributable to
controlling interests $ 12,893 $ 14,971 $ 7,624 $ (4,811)

Accumulated other comprehensive loss is displayed as a separate component of stockholders deficit in the
Consolidated Balance Sheets and consisted of the following:

June 30, 2009 December 31, 2008
(In thousands)

Unrealized losses on interest rate hedges $ (30,616) $ (32,152)
Foreign currency translation adjustments (23,176) (31,873)
Total accumulated other comprehensive loss $ (53,792) $ (64,025)

The Company currently believes that a majority of the unremitted earnings of its foreign subsidiaries will be
reinvested in the foreign countries in which those subsidiaries operate for an indefinite period of time. Accordingly, no
deferred taxes have been provided for the differences between the Company s book basis and underlying tax basis in
those subsidiaries or the foreign currency translation adjustment amounts reflected in the tables above. Additionally,
as a result of the Company s overall net loss position for tax purposes, the Company has not recorded deferred tax
benefits on the loss amounts related to its interest rate swaps, as management does not currently believe the Company
will be able to realize the benefits associated with its net deferred tax asset positions.

(6) Intangible Assets

Intangible Assets with Indefinite Lives

The following table presents the net carrying amount of the Company s intangible assets with indefinite lives as of
June 30, 2009, as well as the changes in the net carrying amounts for the six months ended June 30, 2009, by segment:

Goodwill Trade Name
U.S. U.K. Mexico U.S. U.K. Total
(In thousands)
Balance as of January 1, 2009 $ 150,461 $ 12,603 $ 720 $ 200 $ 2,922 $ 166,906
Foreign currency translation
adjustments 1,704 5 395 2,094
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Balance as of June 30, 2009 $ 150,461 $ 14,307 $ 715 $ 200 $ 3,317 $ 169,000

Intangible Assets with Definite Lives
The following is a summary of the Company s intangible assets that are subject to amortization as of June 30, 2009:

Gross
Net
Carrying Accumulated Carrying
Amount Amortization Amount
(In thousands)

Customer and branding contracts/relationships $ 158,585 $ (72,895) % 85,690
Deferred financing costs 14,535 (6,694) 7,841
Exclusive license agreements 5,475 (2,885) 2,590
Non-compete agreements 432 (128) 304
Total $ 179,027 $ (82,602) $ 96,425
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(7) Accrued Liabilities
Accrued liabilities consisted of the following:

June 30, 2009 December 31, 2008
(In thousands)

Accrued merchant fees $ 11,588 $ 10,291
Accrued interest expense 10,565 10,643
Accrued maintenance fees 6,663 4,273
Accrued armored fees 5,229 5,372
Accrued compensation 4,919 3,396
Accrued merchant settlement amounts 3,856 3,111
Accrued cash rental and management fees 2,943 3,693
Accrued processing costs 2,403 1,804
Accrued purchases 1,872 1,085
Accrued interest rate swap payments 1,847 1,836
Accrued ATM telecommunications costs 1,249 1,916
Other accrued expenses 4,292 7,754
Total $ 57,426 $ 55,174

(8) Long-Term Debt
The Company s long-term debt consisted of the following:

June 30, 2009 December 31, 2008
(In thousands)
Revolving credit facility $ 24,500 $ 43,500
Senior subordinated notes due August 2013 (net of unamortized
discounts of $3.1 million and $3.4 million as of June 30, 2009 and

December 31, 2008) 296,932 296,637
Other 7,014 6,052
Total 328,446 346,189
Less: current portion 1,748 1,373
Total long-term debt, excluding current portion $ 326,698 $ 344,816

Revolving Credit Facility

In February 2009, the Company amended its revolving credit facility to (i) authorize the repurchase of common stock
up to an aggregate of $10.0 million; (ii) increase the amount of aggregate Investments (as such term is defined in the
revolving credit facility) that the Company may make in non wholly-owned subsidiaries from $10.0 million to

$20.0 million and correspondingly increase the aggregate amount of Investments that may be made in subsidiaries that
are not Loan Parties (as such term is defined in the revolving credit facility) from $25.0 million to $35.0 million;

(iii) increase the maximum amount of letters of credit that may be issued under the revolving credit facility from
$10.0 million to $15.0 million; and (iv) modify the amount of capital expenditures that may be incurred on a rolling
12-month basis, as measured on a quarterly basis.

As of June 30, 2009, $24.5 million of borrowings were outstanding under the Company s $175.0 million revolving
credit facility. Additionally, the Company had posted $2.7 million in letters of credit under the facility in favor of the
lessors under the Company s ATM equipment leases and $4.3 million in letters of credit to secure the Company s
borrowing under its United Kingdom subsidiary s overdraft facility (as further discussed below). These letters of
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credit, which the applicable third parties may draw upon in the event the Company defaults on the related obligations,
further reduce the Company s borrowing capacity under its revolving credit facility. As of June 30, 2009, the
Company s available borrowing capacity under the facility, as determined under the earnings before interest expense,
income taxes, depreciation and accretion expense, and amortization expense ( EBITDA ) and interest expense
covenants contained in the agreement, totaled approximately $143.5 million. As of June 30, 2009, the Company was
in compliance with all applicable covenants and ratios under the facility.

10
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Other Facilities

Cardtronics Mexico equipment financing agreements. As of June 30, 2009, other long-term debt consisted of seven
separate equipment financing agreements entered into by Cardtronics Mexico. These agreements, which are
denominated in Mexican pesos and bear interest at an average fixed rate of 10.98%, were utilized for the purchase of
additional ATMs to support the Company s Mexico operations. Pursuant to the terms of the equipment financing
agreements, the Company has issued a guaranty for 51.0% of the obligations under these agreements (consistent with
its ownership percentage in Cardtronics Mexico.) As of June 30, 2009, the total amount of the guaranty was

$47.2 million pesos (approximately $3.6 million U.S.).

Bank Machine overdraft facility. In addition to Cardtronics, Inc. s $175.0 million revolving credit facility, Bank
Machine Ltd., the Company s wholly-owned subsidiary operating in the United Kingdom, has a £1.0 million overdraft
facility. This facility, which bears interest at 1.75% over the bank s base rate (0.5% as of June 30, 2009) and is secured
by a letter of credit posted under the Company s corporate revolving credit facility, is utilized for general corporate
purposes for the Company s United Kingdom operations. As of June 30, 2009, no amounts were outstanding under this
facility.

(9) Asset Retirement Obligations

Asset retirement obligations consist primarily of costs to deinstall the Company s ATMs and costs to restore the ATM
sites to their original condition. In most cases, the Company is legally required to perform this deinstallation and
restoration work. In accordance with SFAS No. 143, Asset Retirement Obligations, for each group of ATMs, the
Company has recognized the fair value of a liability for an asset retirement obligation and capitalized that cost as part
of the cost basis of the related asset. The related assets are being depreciated on a straight-line basis over the estimated
useful lives of the underlying ATMs, and the related liabilities are being accreted to their full value over the same
period of time.

The following table is a summary of the changes in Company s asset retirement obligation liability for the six months
ended June 30, 2009 (in thousands):

Asset retirement obligation as of January 1, 2009 $ 21,069
Additional obligations 1,522
Accretion expense 973
Payments (1,783)
Foreign currency translation adjustments 996
Asset retirement obligation as of June 30, 2009 $ 22,777

See Note 12 for additional disclosures on the Company s asset retirement obligations required by SFAS No. 157, Fair
Value Measurements.

(10) Other Liabilities

Other liabilities consisted of the following:

June 30, 2009 December 31, 2008
(In thousands)
Current Portion of Other Long-Term Liabilities:

Interest rate swaps $ 19,834 $ 13,788
Obligations associated with acquired unfavorable contracts 3,677 8,203
Deferred revenue 1,954 1,879
Other 390 432
Total $ 25,855 $ 24,302
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Other Long-Term Liabilities:

Interest rate swaps $ 10,782 $ 18,364
Deferred revenue 2,922 3,604
Other long-term liabilities 3,808 1,999
Total $ 17,512 $ 23,967

The decline in the non-current portion of other long-term liabilities was primarily the result of the reclassification of
unrealized losses on the Company s interest rate swap transactions from long-term to current.

11
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(11) Derivative Financial Instruments

Accounting Policy

SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities, as amended ( SFAS No. 133 ), requires
that the Company recognize all of its derivative instruments as either assets or liabilities in the balance sheet at fair
value. The accounting for changes in the fair value (e.g., gains or losses) of those derivative instruments depends on
(i) whether such instruments have been designated (and qualify) as part of a hedging relationship and (ii) on the type
of hedging relationship actually designated. For derivative instruments that are designated and qualify as hedging
instruments, the Company must designate the hedging instrument, based upon the exposure being hedged, as a cash
flow hedge, a fair value hedge, or a hedge of a net investment in a foreign operation. In addition to SFAS No. 133,
SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities ( SFAS No. 161 ), requires that the
Company provide expanded qualitative and quantitative disclosures about its derivative instruments. The Company
adopted SFAS No. 161 effective January 1, 2009 and has provided the additional disclosures required by such
statement below.

The Company is exposed to certain risks relating to its ongoing business operations, including interest rate risk
associated with the Company s vault cash rental obligations and, to a lesser extent, outstanding borrowings under the
Company s revolving credit facility. The Company is also exposed to foreign currency rate risk with respect to its
investments in its foreign subsidiaries, most notably its investment in Bank Machine in the United Kingdom. While
the Company does not currently utilize derivative instruments to hedge its foreign currency rate risk, it does utilize
interest rate swap contracts to manage the interest rate risk associated with its vault cash rental obligations in the
United States and the United Kingdom. The Company does not currently utilize any derivative instruments to manage
the interest rate risk associated with its vault cash rental obligations in Mexico, nor does it utilize derivative
instruments to manage the interest rate risk associated with the borrowings outstanding under its revolving credit
facility.

As of June 30, 2009, the notional amounts, weighted-average fixed rates, and terms associated with the Company s
interest rate swap contracts were as follows:

Weighted
Notional Notional Average
Notional Amounts Amounts Amounts Fixed
United
United States Kingdom Consolidated® Rate Term
(In thousands)
July 1,2009 December 31,
$ 550,000 £ $ 550,000 4.30% 2009
January 1, 2010 December
$ 600,000 £ 50,000 $ 682,936 3.92% 31,2010
January 1,2011 December
$ 550,000 £ 50,000 $ 632,936 3.66% 31,2011
January 1, 2012 December
$ 350,000 £ 25,000 $ 391,468 3.82% 31,2012
January 1, 2013 December
$ 100,000 £ $ 100,000 4.11% 31,2013
(1) United
Kingdom pound
sterling amounts
have been

converted into
United States
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dollars at

$1.65873 to

£1.00, which

was the

exchange rate in

effect as of June

30, 2009.
In accordance with SFAS No. 133, the Company has designated its interest rate swap contracts as cash flow hedges of
the Company s forecasted vault cash rental obligations. Accordingly, changes in the fair values of the related interest
rate swap contracts have been reported in accumulated other comprehensive loss in the Consolidated Balance Sheets.
As aresult of the Company s overall net loss position for tax purposes, the Company has not recorded deferred tax
benefits on the loss amounts related to these interest rate swap contracts as management does not currently believe
that the Company will be able to realize the benefits associated with its net deferred tax asset positions.
Cash Flow Hedging Strategy
For derivative instruments that are designated and qualify as a cash flow hedge (i.e., hedging the exposure to
variability in expected future cash flows attributable to a particular risk), the effective portion of the gain or loss on the
derivative instrument is reported as a component of other comprehensive income/loss ( OCI ) and reclassified into
earnings in the same line item associated with the forecasted transaction and in the same period or periods during
which the hedge transaction affects earnings. Gains and losses on the derivative instrument representing either hedge
ineffectiveness or hedge components that are excluded from the assessment of effectiveness are recognized in
earnings. However, because the Company currently only utilizes fixed-for-floating interest rate swaps in which the
underlying pricing terms agree, in all material respects, with the pricing terms of the Company s domestic vault cash
rental obligations, the amount of ineffectiveness associated with such interest rate swap contracts has historically been
immaterial. Accordingly, no ineffectiveness amounts have been recorded in the Company s consolidated financial
statements.

12
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The interest rate swap contracts entered into with respect to the Company s vault cash rental obligations effectively
modify the Company s exposure to interest rate risk by converting a portion of the Company s monthly floating-rate
vault cash rental obligations to a fixed rate. Such contracts are in place through December 31, 2012 for the Company s
United Kingdom vault cash rental obligations, and December 31, 2013 for the Company s United States vault cash
rental obligations. By converting such amounts to a fixed rate, the impact of future interest rate changes (both
favorable and unfavorable) on the Company s monthly vault cash rental expense amounts has been reduced. The
interest rate swap contracts involve the receipt of floating rate amounts from the Company s counterparties that match,
in all material respects, the floating rate amounts required to be paid by the Company to its vault cash providers for

the portions of the Company s outstanding vault cash obligations that have been hedged. In return, the Company pays
the interest rate swap counterparties a fixed rate amount per month based on the same notional amounts outstanding.
At no point is there an exchange of the underlying principal or notional amounts associated with the interest rate
swaps. Additionally, none of the Company s existing interest rate swap contracts contain credit-risk-related contingent
features.

Tabular Disclosures

The following tables depict the effects of the use of derivative contracts on the Company s Consolidated Balance
Sheets and Consolidated Statements of Operations.

Balance Sheet Data

Liability Derivative Instruments

June 30, 2009 December 31, 2008

Balance Balance
Derivatives Designated as Hedging Sheet Sheet
Instruments Under SFAS No. 133 Location Fair Value Location Fair Value

(In thousands)

Interest rate swap contracts Current Current

portion of portion of

other other

long-term long-term

liabilities $ 19,834 liabilities $ 13,788
Interest rate swap contracts Other Other

long-term long-term

liabilities 10,782 liabilities 18,364
Total $ 30,616 $ 32,152

The Company does not currently have any derivative instruments that are not designated as hedging instruments under
SFAS No. 133. Additionally, all of the Company s derivative instruments that were designated as hedging instruments
under SFAS No. 133 were in a liability position as of June 30, 2009 and December 31, 2008. Accordingly, no asset
derivative instrument positions have been reflected in the table above.

Statements of Operations Data

Three Months Ended June 30,
Location of Gain

(Loss)
Amount of Gain Amount of Loss Reclassified
(Loss) Reclassified from from
Recognized in OCI on  Accumulated OCI Accumulated OCI into
Derivatives in SFAS No. 133 Derivative into Income
Cash Flow Hedging Income (Effective (Effective Portion)
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Instruments
(Effective Portion)
Relationships 2009 2008 Portion) 2009 2008
(In thousands) (In thousands)
Interest rate swap contracts Cost of ATM

$ 5934 $ 21,551 operating revenues ~ $ (5,591) % (3,130)

13
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Six Months Ended June 30,
Location of Gain

(Loss)
Amount of Gain Amount of Loss Reclassified
(Loss) Reclassified from from

Recognized in OCI on  Accumulated OCI Accumulated OCI into

Derivatives in SFAS No. 133 Derivative into Income
Instruments
Cash Flow Hedging (Effective Portion) Income (Effective (Effective Portion)
Relationships 2009 2008 Portion) 2009 2008
(In thousands) (In thousands)
Cost of ATM

Interest rate swap contracts $ 12,574 $ 9,973 operating revenues $ (11,038) $ (5,017)

The Company does not currently have any derivative instruments that have been designated as fair value or net
investment hedges pursuant to SFAS No. 133. Additionally, the Company does not recognize any gains or losses
related to the ineffective portion of its interest rate swaps as such amounts have historically been, and, based on the
Company s analysis as of June 30, 2009, are expected to continue to be, immaterial. Furthermore, the Company has not
historically, and does not currently anticipate, discontinuing its existing derivative instruments prior to their expiration
date. However, if the Company concludes that it is no longer probable that the anticipated future vault cash rental
obligations that have been hedged will occur, or if changes are made to the underlying terms and conditions of the
Company s vault cash rental agreements, thus creating some amount of ineffectiveness associated with the Company s
current interest rate swap contracts, any resulting gains or losses will be recognized within the Other expense

(income) line item of the Company s Consolidated Statements of Operations.

As of June 30, 2009, the Company expects to reclassify $19.8 million of net derivative-related losses contained within
accumulated OCI to earnings during the next twelve months concurrent with the recording of the related vault cash
rental expense amounts.

See Note 12 for additional disclosures on the Company s interest rate swap contracts required by SFAS No. 157, Fair
Value Measurements.

(12) Fair Value Measurements

The Company adopted the provisions of SFAS No. 157, Fair Value Measurements, on January 1, 2008, with the
exception of the application of the statement to non-financial assets and non-financial liabilities measured at fair value
on a nonrecurring basis. Effective January 1, 2009, in accordance with FSP No. 157-2, Effective Date of Financial
Accounting Standards Board ( FASB ) Statement No. 157, the Company adopted the provisions of SFAS No. 157 for
non-financial assets and non-financial liabilities, which include those measured at fair value in goodwill impairment
testing, indefinite-lived intangible assets measured at fair value for impairment assessment, non-financial long-lived
assets measured at fair value for impairment assessment, asset retirement obligations initially measured at fair value,
and those initially measured at fair value in a business combination. The adoption did not have an impact on the
Company s financial statements.

The following table provides the liabilities carried at fair value measured on a recurring basis as of June 30, 2009:

Fair Value Measurements

Total
Carrying
Value Level 1 Level 2 Level 3
(In thousands)
Liabilities associated with interest rate swaps $ 30,616 $ $ 30,616 $

The following table provides the liabilities measured at fair value on a non-recurring basis at June 30, 2009. These
items are included in the asset retirement obligations line in the Company s Consolidated Balance Sheet:

Table of Contents 32



Edgar Filing: CARDTRONICS INC - Form 10-Q

Fair Value Measurements

Total
Carrying
Value Level 1 Level 2 Level 3
(In thousands)
Asset retirement obligations  liabilities added
during the six months ended June 30, 2009 $ 1,522 $ $ $ 1,522
14
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The following is a description of the Company s valuation methodology for assets and liabilities measured at fair
value:

Cash and cash equivalents, accounts and notes receivable, net of the allowance for doubtful accounts, other current
assets, accounts payable, accrued expenses, and other current liabilities. These financial instruments are not carried at
fair value, but are carried at amounts that approximate fair value due to their short-term nature and generally
negligible credit risk.

Interest rate swaps. These financial instruments are carried at fair value, calculated as the present value of amounts
estimated to be received or paid to a marketplace participant in a selling transaction. These derivatives are valued
using pricing models based on significant other observable inputs (Level 2 inputs), while taking into account the
creditworthiness of the party that is in the liability position with respect to each trade.

Additions to asset retirement obligation liability. The Company estimates the fair value of additions to its asset
retirement obligation liability using expected future cash outflows discounted at the Company s credit-adjusted
risk-free interest rate.

The methods described above may produce a fair value calculation that may not be indicative of net realizable value
or reflective of future fair values. Furthermore, while the Company believes its valuation methods are appropriate and
consistent with other market participants, the use of different methodologies or assumptions to determine the fair
value of certain financial instruments could result in a different estimate of fair value at the reporting date.

SFAS No. 107, Disclosures about Fair Value of Financial Instruments, requires the disclosure of the estimated fair
value of the Company s financial instruments. The fair value of a financial instrument is the amount at which the
instrument could be exchanged in a current transaction between willing parties, other than in a forced or liquidation
sale. SFAS No. 107 does not require the disclosure of the fair value of lease financing arrangements and non-financial
instruments, including intangible assets such as goodwill and the Company s merchant contracts/relationships.

In April 2009, the FASB issued FSP FAS 107-1 and APB 28-1, Interim Disclosures about Fair Value of Financial
Instruments. This FSP amends SFAS No. 107, Disclosures about Fair Value of Financial Instruments, to require
publicly-traded companies, as defined in APB Opinion No. 28, Interim Financial Reporting, to provide disclosures on
the fair value of financial instruments in interim financial statements. The Company adopted this standard effective
June 30, 2009 and has provided the additional disclosures required below.

The carrying amount of the Company s cash and cash equivalents and other current assets and liabilities approximates
fair value due to the relatively short maturities of these instruments. The fair value of the Company s interest rate
swaps was a liability of $30.6 million as of June 30, 2009. Please refer to Note 11 for information on how the fair
value of these swaps was calculated. The carrying amount of the long-term debt balance related to borrowings under
the Company s revolving credit facility approximates fair value due to the fact that such borrowings are subject to
short-term floating market interest rates. As of June 30, 2009, the fair value of the Company s $300.0 million senior
subordinated notes (see Note 8) totaled $271.5 million, based on the quoted market price for such notes as of June 30,
2009.

(13) Commitments and Contingencies

Legal and Other Regulatory Matters

In June 2006, Duane Reade, Inc. ( Customer ), one of the Company s merchant customers filed a complaint in the New
York State Supreme Court alleging that the Company had breached its ATM operating agreement with the Customer
by failing to pay the Customer the proper amount of fees under the agreement. Cardtronics denied any improper
payment of fees. On May 8, 2009, Cardtronics and Duane Reade settled this lawsuit. In connection with that
settlement, under which neither side admitted any wrongdoing, the Company agreed to terminate its ATM placement
agreement with Duane Reade no later than October 31, 2009, and the related bank branding agreement associated with
those ATMs. In connection with these terminations, Cardtronics made a termination payment to Duane Reade and
received a termination payment from the associated bank branding partner, the net effect of which was not material to
the Company s financial condition or results of operations.

15
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In the fall of 2008, the Company was made a party to Nathanson v. Cardtronics, Inc. et. al., a lawsuit concerning
balance inquiry transactions at the Company s ATMs located in California. The plaintiff alleged that the ATMs of the
companies named in the lawsuit violated California state laws by not disclosing the possibility that consumers
financial institutions would impose fees for balance inquiry transactions conducted through the Company s ATMs. The
plaintiff sought unspecified damages and injunctive relief for himself and a class of other consumers who allegedly
paid such fees without notice in the four-year period prior to the filing of the lawsuit. The lawsuit was originally filed
on or about October 21, 2008 in the Superior Court of California, County of Los Angeles, and the Company removed
the lawsuit to the United States District Court, Central District of California. On July 24, 2009, the Company and the
plaintiff entered into a settlement agreement wherein all claims were dismissed without the Company admitting any
liability. Under the settlement agreement, the Company made a one-time payment to the plaintiff, which did not have
a material impact upon the Company s operations.

In June 2004, the Company acquired from E*Trade Access, Inc. ( E*Trade ) a portfolio of several thousand ATMs. In
connection with that acquisition, the Company assumed E*Trade s position in that lawsuit in the United States District
Court for the District of Massachusetts wherein the Commonwealth of Massachusetts (the Commonwealth ) and the
National Federation of the Blind (the NFB ) has sued E*¥Trade alleging that E*Trade had the obligation to make its
ATMs accessible to blind patrons via voice guidance. In June 2007, the Company, the Commonwealth, and the NFB
entered into a class action settlement agreement regarding this matter. The Court approved the settlement in
December 2007. The Company has requested a modification to the settlement agreement so as to permit it to upgrade
or replace approximately 2,200 non-voice guided ATMs that it acquired in July 2007 over a period of time longer than
originally contemplated by the 2007 settlement agreement. The Commonwealth and NFB are considering our
proposal, but as of this date have not yet indicated whether they will accept it. If they demand a quicker conversion of
these ATMs to voice-guidance and the Company agrees (or is ordered by the Court to comply with such demands),
the Company s capital budget for 2009 and 2010 may have to be increased.

In addition to the above items, the Company is subject to various legal proceedings and claims arising in the ordinary
course of its business. The Company has provided reserves where necessary for all claims and the Company s
management does not expect the outcome in any of these legal proceedings, individually or collectively, to have a
material adverse effect on the Company s financial condition or results of operations.

Other Commitments

Asset Retirement Obligations. The Company s asset retirement obligations consist primarily of deinstallation costs of
the ATM and costs to restore the ATM site to its original condition. In most cases, the Company is legally required to
perform this deinstallation and restoration work. The Company had $22.8 million accrued for these liabilities as of
June 30, 2009. For additional information on the Company s asset retirement obligations, see Note 9.

(14) Income Taxes

Income tax expense based on the Company s loss before income taxes was as follows for the three month periods
ended June 30:

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(In thousands) (In thousands)
Income tax expense (benefit) $ 1,016 $ (633) $ 2,033 $ (181)
Effective tax rate 28.1% 14.9% (502.0)% 2.1%

The Company has established valuation allowances for its net deferred tax asset positions in all of its jurisdictions and
is currently not recording any income tax benefits on current losses in those jurisdictions as it believes it is more likely
than not that such benefits will not be realized. In addition, during the three and six month periods ended June 30,
2009, the Company increased its domestic valuation allowance by approximately $0.9 million and $1.9 million,
respectively, resulting in the negative effective tax rate reflected above for the six month period ended June 30, 2009.
The lower effective tax rates in 2008 were due to the recognition of certain deferred tax benefits in the Company s
United Kingdom jurisdiction as the Company did not begin establishing valuation allowances in that jurisdiction until
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the fourth quarter of 2008. Finally, the Company is in a taxable income position with respect to its domestic state
income taxes, which further contributed to the negative effective tax rate reflected above for the six month period
ended June 30, 2009.
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(15) Segment Information

As of June 30, 2009, the Company s operations consisted of its United States, United Kingdom, and Mexico segments.
While each of these reporting segments provides similar kiosk-based and/or ATM-related services, each segment is
currently managed separately, as they require different marketing and business strategies.

Management uses EBITDA to assess the operating results and effectiveness of its segments. Management believes
EBITDA is useful because it allows them to more effectively evaluate the Company s operating performance and
compare the results of its operations from period to period without regard to its financing methods or capital structure.
Additionally, the Company excludes depreciation, accretion, and amortization expense as these amounts can vary
substantially from company to company within its industry depending upon accounting methods and book values of
assets, capital structures and the method by which the assets were acquired. EBITDA, as defined by the Company,
may not be comparable to similarly titled measures employed by other companies and is not a measure of
performance calculated in accordance with U.S. GAAP. Therefore, EBITDA should not be considered in isolation or
as a substitute for operating income, net income, cash flows from operating, investing, and financing activities or other
income or cash flow statement data prepared in accordance with U.S. GAAP.

Below is a reconciliation of EBITDA to net loss attributable to controlling interests for the three and six month
periods ended June 30, 2009 and 2008:

Three Months Ended Six Months Ended
June 30, June 30,
2009 2008 2009 2008
(In thousands) (In thousands)

EBITDA $ 26,190 $ 18,477 $ 44584 $ 35717
Depreciation and accretion expense 9,935 9,978 19,574 19,010
Amortization expense 4,504 4,501 9,031 9,004
Interest expense, net, including amortization of
deferred financing costs and bond discounts 8,247 8,252 16,526 16,392
Income tax expense (benefit) 1,016 (633) 2,033 (181)
Net income (loss) attributable to controlling
interests $ 2,488 $ (3,621) $ 2,580) $ (8,508)

The following tables reflect certain financial information for each of the Company s reporting segments for the three
and six month periods ended June 30, 2009 and 2008. All intercompany transactions between the Company s reporting
segments have been eliminated.

For the Three Month Period Ended June 30, 2009

United United
States Kingdom Mexico Eliminations Total
(In thousands)

Revenue from external
customers $ 102270 $ 18,031 $ 4347 $ $ 124,648
Intersegment revenues 512 (512)
Cost of revenues 71,248 13,085 3,307 (512) 87,128
Selling, general, and
administrative expenses (1) 9,050 1,268 266 10,584
Loss on disposal of assets 995 681 1,676
EBITDA 22,393 3,057 850 (110) 26,190
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Depreciation and accretion

expense 6,768
Amortization expense 4,051
Interest expense, net 6,817

Capital expenditures, excluding
acquisitions $ 3,257

2,727
443
1,260

2,106

17

445 5)
10
170

460 %

9,935
4,504
8,247

5,823
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Revenue from external
customers

Intersegment revenues
Cost of revenues

Selling, general, and
administrative expenses
Loss on disposal of assets

EBITDA

Depreciation and accretion
expense

Amortization expense
Interest expense, net

Capital expenditures, excluding
acquisitions @

Revenue from external
customers

Intersegment revenues
Cost of revenues

Selling, general, and
administrative expenses )
Loss on disposal of assets

EBITDA

Depreciation and accretion
expense

Amortization expense
Interest expense, net

Capital expenditures, excluding
acquisitions
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For the Three Month Period Ended June 30, 2008
United United
States Kingdom Mexico Eliminations
(In thousands)

$ 104,051 $ 19,701 $ 3223 $
365 (365)
77,343 17,843(1) 2,745 (365)
7,985 1,538 277
656 459
18,683 (255)M 49
6,583 2,994 406 (5)
3,952 536 13
6,607 1,432 213
$ 6,115  $ 8,376 $ 2,696 $
For the Six Month Period Ended June 30, 2009
United United
States Kingdom Mexico Eliminations
(In thousands)
$ 199,037 $ 32,808 $ 8,148 $
886 (886)
142,030 23,792 6,235 (886)
18,686 2,285 468
1,390 2,394
38,901 4,348 1,467 (132)
13,573 5,163 848 (10)
8,170 842 19
13,739 2,476 311
$ 6,312 § 3,873 $ 614  $
For the Six Month Period Ended June 30, 2008
United United
States Kingdom Mexico Eliminations

(In thousands)

Total

$ 126,975
97,566

9,800
1,115

18,477

9,978
4,501
8,252

$ 17,187

Total

$ 239,993
171,171

21,439
3,784
44,584

19,574
9,031
16,526

$ 10,799

Total
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Revenue from external

customers $ 204,404 $ 37,341 $ 5,805 % $ 247,550
Intersegment revenues 365 (365)

Cost of revenues 154,029 32,566(1) 4,932 (365) 191,162
Selling, general, and

administrative expenses 15,310 2,466 575 18,351
Loss on disposal of assets 1,528 907 2,435
EBITDA 34,310 1,231(1) 176 35,717
Depreciation and accretion

expense 12,696 5,626 715 27 19,010
Amortization expense 7,905 1,074 25 9,004
Interest expense, net 13,110 2,888 394 16,392

Capital expenditures, excluding
acquisitions @ $ 21958 $ 18,232 $ 2763 $ $ 42,953

() During the
second quarter
of 2008, we
experienced a
significant
increase in
transactions
conducted on
our ATMs in the
United
Kingdom with
counterfeit
credit cards.
Due to a delay
in the
completion of
our Europay
MasterCard
Visa ( EMV )
security
standard
certification
with the
network whose
brand was on
those cards, we
are liable under
the network s
rules for the
resulting claims,
which totaled
approximately
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$1.3 million. As
a result, our cost
of revenues and
EBITDA were
negatively
impacted by the
$1.3 million
charge during
the three and six
month periods
ended June 30,
2008.

Capital
expenditure
amounts include
payments made
for exclusive
license
agreements and
site acquisition
costs.
Additionally,
capital
expenditure
amounts for
Mexico are
reflected gross
of any
noncontrolling
interest
amounts.

Selling, general,
and
administrative
expenses for the
six months
ended June 30,
2009 includes
$1.2 million in
severance costs
associated with
the departure of
the Company s
former Chief
Executive
Officer in
March 2009.
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Identifiable Assets:

June 30, 2009 December 31, 2008

(In thousands)

United States $ 705,177 $ 733,921
United Kingdom 83,810 74,876
Mexico 13,011 11,736
Eliminations (333,862) (339,705)
Total $ 468,136 $ 480,828

(16) New Accounting

Pronouncements
Adopted
In addition to its adoption of SFAS No. 161, Disclosures about Derivative Instruments and Hedging Activities, (see
Note 11) and the provisions of SFAS No. 157, Fair Value Measurements, to non-financial assets and non-financial
liabilities measured at fair value on a nonrecurring basis (see Note 12), the Company adopted the following
pronouncements effective January 1, 2009:
Noncontrolling Interests. SFAS No. 160, Noncontrolling Interests in Consolidated Financial Statements an
amendment of ARB No. 51, provides guidance on the presentation of minority interests in the financial statements and
the accounting for and reporting of transactions between the reporting entity and the holders of noncontrolling
interests. This standard requires that minority interests be presented as a separate component of stockholders equity
rather than as a mezzanine item between liabilities and stockholders equity and requires that minority interests be
presented as a separate caption in the income statement. In addition, this standard requires all transactions with
minority interest holders, including the issuance and repurchase of minority interests, be accounted for as equity
transactions unless a change in control of the subsidiary occurs. The provisions of SFAS No. 160 are to be applied
prospectively with the exception of reclassifying noncontrolling interests to equity and recasting consolidated net
income (loss) to include net income (loss) attributable to both the controlling and noncontrolling interests, which are
required to be adopted retrospectively. The Company adopted the provisions of SFAS No. 160 on January 1, 2009. As
a result of the adoption, the Company has reported noncontrolling interests as a component of equity in the
Consolidated Balance Sheets and the net income attributable to noncontrolling interests has been separately identified
in the Consolidated Statements of Operations. The prior period presentation has been modified to conform to the
current classification required by SFAS No. 160.
Business Combinations. SFAS No. 141R, Business Combinations, provides revised guidance on the accounting for
acquisitions of businesses. This standard changed the previous guidance on business combinations and now requires
that all acquired assets, liabilities, minority interest, and certain contingencies, including contingent consideration, be
measured at fair value, and certain other acquisition-related costs, including costs of a plan to exit an activity or
terminate and relocate employees, be expensed rather than capitalized. SFAS No. 141R applies to acquisitions
effective after December 31, 2008. The Company will apply the requirements of the statement to future business
combinations, and the impact of the Company s adoption will depend upon the nature and terms of business
combinations, if any, that the Company consummates in the future.
Useful Life of Intangible Assets. FSP FAS 142-3, Determination of the Useful Life of Intangible Assets, amends the
factors that should be considered in developing renewal or extension assumptions used to determine the useful life of
a recognized intangible asset under SFAS No. 142, Goodwill and Other Intangible Assets ( SFAS No. 142 ). The intent
of FSP FAS 142-3 is to improve the consistency between the useful life of a recognized intangible asset under SFAS
No. 142 and the period of expected cash flows used to measure the fair value of the asset under SFAS 141R
(discussed above) and other applicable accounting literature. The Company will (1) apply the useful life estimation
provisions of FSP FAS 142-3 to all intangible assets associated with new or renewed contracts on a prospective basis
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and (2) apply the disclosure provisions to all intangible assets.

Unvested Participating Securities. FSP EITF 03-6-1, Determining Whether Instruments Granted in Share-Based
Payment Transactions are Participating Securities, states that unvested share-based payment awards that contain
non-forfeitable rights to dividends or dividend equivalents (whether paid or unpaid) are participating securities and
shall be included in the computation of earnings per share pursuant to the two-class method. The initial adoption of
this standard did not impact the Company s financial position or results of operations as the Company reported a net
loss for the three month period ended March 31, 2009. However, the provisions of this standard have been applied to
the Company s earnings per share calculation for the three month period ended June 30, 2009, contained elsewhere
herein.
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Interim Disclosures about Fair Value. In April 2009, the FASB issued FSP FAS 107-1 and APB 28-1, Interim
Disclosures about Fair Value of Financial Instruments. This FSP amends SFAS No. 107, Disclosures about Fair
Value of Financial Instruments, to require publicly-traded companies, as defined in APB Opinion No. 28, Interim
Financial Reporting, to provide disclosures on the fair value of financial instruments in interim financial statements.
The Company adopted this standard effective June 30, 2009 and has provided the additional disclosures required by
such statement in Note 12, Fair Value Measurements.
Subsequent Events. SFAS No. 165, Subsequent Events, establishes general standards of accounting for and disclosure
of events that occur after the balance sheet date but before financial statements are issued or are available to be issued.
SFAS No. 165 defines the subsequent events period and the circumstances under which an entity should recognize
events or transactions in its financial statements, as well as requires additional disclosures regarding subsequent
events. The Company adopted this standard effective June 30, 2009 and has provided the additional disclosures
required by such statement in Note I, General and Basis of Presentation.
Issued but Not Yet Adopted
FASB Accounting Standards Codification . In June 2009, the FASB issued under SFAS No. 168, The FASB
Accounting Standards Codification and the Hierarchy of Generally Accepted Accounting Principles a replacement of
FASB Statement No. 162 (the Codification). The Codification, which was launched on July 1, 2009, became the single
source of authoritative non-governmental U.S. GAAP, except for SEC rules and interpretive releases. The
Codification eliminates the GAAP hierarchy contained in SFAS No. 162 and establishes one level of authoritative
GAAP, deeming all other non-SEC accounting and reporting standards as non-authoritative. This standard is effective
for the Company for its quarter ending September 30, 2009. Adoption of the standard will not impact the Company s
consolidated financial position or results of operations; however, it will change references to authoritative GAAP
sources for the Company s accounting policies and disclosures in future filings.
(17) Supplemental Guarantor Financial Information
The Company s $300.0 million of senior subordinated notes are guaranteed on a full and unconditional basis by all of
the Company s domestic subsidiaries. The following information sets forth the condensed consolidating statements of
operations and cash flows for the three and six month periods ended June 30, 2009 and 2008 and the condensed
consolidating balance sheets as of June 30, 2009 and December 31, 2008 of (1) Cardtronics, Inc., the parent company
and issuer of the senior subordinated notes ( Parent ); (2) the Company s domestic subsidiaries on a combined basis
(collectively, the Guarantors ); and (3) the Company s international subsidiaries on a combined basis (collectively, the
Non-Guarantors ):
Condensed Consolidating Statements of Operations

Three Months Ended June 30, 2009

Non-
Parent Guarantors Guarantors Eliminations Total
(In thousands)
Revenues $ $ 102,782 $ 22378  $ (512) $ 124,648
Operating costs and expenses 1,156 90,956 22,232 517) 113,827
Operating income (loss) (1,156) 11,826 146 5 10,821
Interest expense, net, including
amortization of deferred financing
costs and bond discounts 812 6,005 1,430 8,247
Equity in earnings of subsidiaries (5,483) 5,483
Other income, net 24) (882) (135) (1,041)
Income (loss) before income taxes 3,539 6,703 (1,149) (5,478) 3,615
Income tax expense 945 71 1,016
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Net income (loss) 2,594 6,632 (1,149) (5,478) 2,599

Net income attributable to

noncontrolling interests 111 111

Net income (loss) attributable to

controlling interests and available to

common stockholders $ 2,594 § 6,632 §$ (1,149) $ (5,589) $ 2,488
20
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Revenues
Operating costs and expenses

Operating income (loss)

Interest expense, net, including
amortization of deferred financing
costs and bond discounts

Equity in losses of subsidiaries
Other (income) expense, net

Income (loss) before income taxes
Income tax expense (benefit)

Net income (loss)
Net income attributable to
noncontrolling interests

Net income (loss) attributable to
controlling interests and available to
common stockholders

Revenues
Operating costs and expenses

Operating income (loss)

Interest expense, net, including
amortization of deferred financing
costs and bond discounts

Equity in earnings of subsidiaries
Other income, net

Income (loss) before income taxes
Income tax expense

Net income (loss)

Net income attributable to
noncontrolling interests

Table of Contents

Parent

673
(673)

34

2,201

(116)

(2,792)
834

(3,626)

$  (3,620)

Parent

2,289
(2,289)
1,308
(2,849)

(191)

(557)
1,891

(2,448)

$ (2,448)

Three Months Ended June 30, 2008

Non-
Guarantors Guarantors Eliminations
(In thousands)
$ 104416 $ 22,924 $ 365 $
95,846 26,811 (370)
8,570 (3,887) 5
6,573 1,645
(2,201)
(135) 268
2,132 (5,800) 2,206
(1,467)
2,132 (4,333) 2,206
$ 2,132 % (4,333) $ 2,206 $

Six Months Ended June 30, 2009

Non-
Guarantors Guarantors Eliminations
(In thousands)
$ 199923 $ 40,956 $ (886) $
181,560 42,046 (896)
18,363 (1,090) 10
12,431 2,787
2,849
(904) (32)
6,836 (3,845) (2,839)
142
6,694 (3,845) (2,839)
142
$ 6,694 §$ (3,845) $ (2,981) $

Total

126,975
122,960

4,015

8,252
17

(4,254)
(633)

(3,621)

(3,621)

Total

239,993
224,999

14,994

16,526
1,127)

(405)
2,033

(2,438)
142

(2,580)

48



Edgar Filing: CARDTRONICS INC - Form 10-Q

Net income (loss) attributable to
controlling interests and available to
common stockholders

Six Months Ended June 30, 2008

Non-
Parent Guarantors Guarantors Eliminations Total
(In thousands)
Revenues $ $ 204,769 $ 43,146 $ (365) $ 247,550
Operating costs and expenses 690 190,778 48,886 (392) 239,962
Operating income (loss) (690) 13,991 (5,740) 27 7,588
Interest expense, net, including
amortization of deferred financing
costs and bond discounts 83 13,027 3,282 16,392
Equity in losses of subsidiaries 5,918 (5,918)
Other (income) expense, net (172) (236) 293 (115)
Income (loss) before income taxes (6,519) 1,200 (9,315) 5,945 (8,689)
Income tax expense (benefit) 2,016 136 (2,333) (181)
Net income (loss) (8,535) 1,064 (6,982) 5,945 (8,508)
Net income attributable to
noncontrolling interests
Net income (loss) attributable to
controlling interests and available to
common stockholders $ (8,535 $ 1,064 $ (6,982) $ 5,945 $  (8,508)

21

Table of Contents 49



Edgar Filing: CARDTRONICS INC - Form 10-Q

Table of Contents

Condensed Consolidating Balance Sheets

Parent

Assets:

Cash and cash equivalents $ 34
Receivables, net 11,127
Other current assets 3,526
Total current assets 14,687
Property and equipment, net
Intangible assets, net

Goodwill

Investments in and advances to
subsidiaries

Intercompany receivable (payable)
Prepaid expenses, deferred costs, and
other assets

7,286

(45,466)
357,851

Total assets $ 334,358
Liabilities and Stockholders (Deficit)
Equity:

Current portion of long-term debt $
Current portion of capital lease
obligations

Current portion of other long-term
liabilities

Accounts payable and accrued

liabilities 10,582
Total current liabilities 10,582
Long-term debt, net of related
discounts

Intercompany payable
Capital lease obligations
Deferred tax liability, net
Asset retirement obligations
Other non-current liabilities

321,431

12,596

Total liabilities
Stockholders

344,609
(deficit) equity (10,251)
Total liabilities and stockholders

(deficit) equity $ 334358
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As of June 30, 2009
Non-
Guarantors Guarantors Eliminations Total
(In thousands)
$ 2273 % 4,185 $ $ 6,492
20,346 3,583 (11,672) 23,384
7,876 9,909 (3,465) 17,846
30,495 17,677 (15,137) 47,722
91,094 59,746 (164) 150,676
82,444 10,212 99,942
150,461 15,022 165,483
45,466
13,099 (6,923) (364,027)
3,226 1,087 4,313
$ 370,819 $ 96,821 $ (333,862) $ 468,136
$ $ 1,748  $ $ 1,748
605 605
25,400 455 25,855
57,072 17,106 (15,132) 69,628
83,077 19,309 (15,132) 97,836
5,267 326,698
242,716 120,992 (363,708)
968 13,564
13,920 8,857 22,777
17,411 101 17,512
358,092 154,526 (378,840) 478,387
12,727 (57,705) 44978 (10,251)
$ 370,819 $ 96,821 $ (333,862) $ 468,136
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As of December 31, 2008
Non-
Parent Guarantors Guarantors Eliminations
(In thousands)

Assets:
Cash and cash equivalents $ 20 $ 3,165 $ 239
Receivables, net 2,329 22,872 2,965 (2,849)
Other current assets 2,547 12,245 10,406 (2,491)
Total current assets 4,896 38,282 13,610 (5,340)
Property and equipment, net 96,965 56,640 (175)
Intangible assets, net 7,612 90,844 9,871
Goodwill 150,462 13,322
Investments in and advances to
subsidiaries (48,700) 48,700
Intercompany receivable (payable) 378,319 12,342 (7,771) (382,890)
Prepaid expenses, deferred costs, and
other assets 2,899 940
Total assets $ 342,127 $ 391,794 $ 86,612 (339,705)
Liabilities and Stockholders (Deficit)
Equity:
Current portion of long-term debt $ $ $ 1,373
Current portion of capital lease
obligations 757
Current portion of other long-term
liabilities 24,302
Accounts payable and accrued
liabilities 11,035 51,016 15,669 (5,334)
Total current liabilities 11,035 76,075 17,042 (5,334)
Long-term debt, net of related
discounts 340,137 4,679
Intercompany payable 273,346 109,544 (382,890)
Capital lease obligations 235
Deferred tax liability, net 10,705 968
Asset retirement obligations 13,247 7,822
Other non-current liabilities 23,944 23
Total liabilities 361,877 387,815 139,110 (388,224)
Stockholders (deficit) equity (19,750) 3,979 (52,498) 48,519
Total liabilities and stockholders
(deficit) equity $ 342,127 $ 391,794 $ 86,612 $ (339,705

Condensed Consolidating Statements of Cash Flows
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Total

$ 3,424
25,317
22,707
51,448

153,430

108,327
163,784

3,839

$ 480,828

$ 1,373
757
24,302
72,386
98,818
344,816
235
11,673
21,069
23,967
500,578
(19,750)

$ 480,828
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Net cash (used in) provided by
operating activities $

Additions to property and equipment
Payments for exclusive license
agreements and site acquisition costs

Net cash used in investing activities

Proceeds from issuance of long-term
debt

Repayments of long-term debt and
capital leases

Issuance of long-term notes receivable
Payments received on long-term notes
receivable

Repayments of borrowings under bank
overdraft facility, net

Payments received for subscriptions
receivable

Other financing activities

Repurchase of capital stock

Net cash provided by (used in)
financing activities

Effect of exchange rate changes on
cash

Net increase in cash and cash
equivalents

Cash and cash equivalents as of
beginning of period

Cash and cash equivalents as of end of
period $

Parent

(10,100)

26,500

(45,500)
(13,500)

43,130

34
(458)
92)

10,114

14

20

34

Six Months Ended June 30, 2009

Non-
Guarantors Guarantors Eliminations Total
(In thousands)

$ 36,437 $ 6,368 $ $ 32,705
(6,256) (4,456) (10,712)
(56) 31) (87)
(6,312) (4,487) (10,799)

12,500 2,312 (13,500) 27,812
(43,517) (599) 43,130 (46,486)

13,500
(43,130)

(142) (142)

34
(458)
92)
(31,017) 1,571 (19,332)

494 494

(892) 3,946 3,068

3,165 239 3,424

$ 2273 % 4,185 $ $ 6,492

23
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Net cash (used in) provided by
operating activities

Additions to property and equipment,
net of proceeds from sale of property
and equipment

Payments for exclusive license
agreements and site acquisition costs
Principal payments received under
direct financing leases

Net cash used in investing activities

Proceeds from issuance of long-term
debt

Repayments of long-term debt
Issuance of long-term notes receivable
Payments received on long-term notes
receivable

Repayments of borrowings under bank
overdraft facility, net

Payments received for subscriptions
receivable

Proceeds from exercises of stock
options

Other financing activities

Net cash provided by financing
activities

Effect of exchange rate changes on
cash

Net decrease in cash and cash
equivalents

Cash and cash equivalents at beginning
of period

Cash and cash equivalents at end of
period

Table of Contents

$

Six Months Ended June 30, 2008

Parent Guarantors

(5,239) $ 5,930

(21,908)

(50)

(21,958)

76,400 44,179

(42,900) (34,735)
(61,213)
34,057
101
286
(1,543)

5,188 9,444

51 (6,584)

76 11,576

25 % 4,992

24

Non-
Guarantors Eliminations Total
(In thousands)
$ 6,735 % $ 7,426
(20,548) (42,456)
(447) (497)
17 17
(20,978) (42,936)
16,870 (61,213) 76,236
(251) 34,057 (43,829)
61,213
(34,057)
(3,881) (3,881)
101
286
(1,543)
12,738 27,370
(144) (144)
(1,649) (8,284)
1,787 13,439
$ 138 % $ 5,155
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Cautionary Statement Regarding Forward-Looking Statements
Certain statements and information in this Quarterly Report on Form 10-Q (this Form 10-Q ) may constitute
forward-looking statements within the meaning of the Private Securities Litigation Act of 1995. The words
believe,  expect, anticipate, plan, intend, foresee, should, would, could or other similar

expressions are intended to identify forward-looking statements, which are generally not historical in nature. These
forward-looking statements are based on our current expectations and beliefs concerning future developments and
their potential effect on us. While management believes that these forward-looking statements are reasonable as and
when made, there can be no assurance that future developments affecting us will be those that we currently anticipate.
All comments concerning our expectations for future revenues and operating results are based on our forecasts for
our existing operations and do not include the potential impact of any future acquisitions. Our forward-looking
statements involve significant risks and uncertainties (some of which are beyond our control) and assumptions that
could cause actual results to differ materially from our historical experience and our present expectations or
projections. Important factors that could cause actual results to differ materially from those in the forward-looking
statements include, but are not limited to, those summarized below:

our financial outlook and the financial outlook of the ATM industry;

our ability to cope with and develop business strategies dealing with the deterioration experienced in global

credit markets;

the consolidation of several of our existing branding customers;

our ability to expand our bank branding and surcharge-free service offerings;

our ability to provide new ATM solutions to financial institutions;

our ATM vault cash rental needs, including liquidity issues with our vault cash providers;

the implementation of our corporate strategy;

our ability to compete successfully with our competitors;

our financial performance;

our ability to strengthen existing customer relationships and reach new customers;

our ability to meet the service levels required by our service level agreements with our customers;

our ability to pursue and successfully integrate acquisitions;

our ability to expand internationally;

our ability prevent security breaches; and

the additional risks we are exposed to in our armored transport business.
Other factors that could cause our actual results to differ from our projected results are described in (1) our Annual
Report on Form 10-K for the fiscal year ended December 31, 2008 ( 2008 Form 10-K ), (2) our reports and
registration statements filed from time to time with the Securities and Exchange Commission ( SEC ) and (3) other
announcements we make from time to time.
Readers are cautioned not to place undue reliance on forward-looking statements, which speak only as of the date
hereof. We undertake no obligation to publicly update or revise any forward-looking statements after the date they are
made, whether as a result of new information, future events or otherwise.

25
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Item 2. Management s Discussion and Analysis of Financial Condition and Results of Operations

Overview

Cardtronics, Inc. operates the world s largest non-bank network of automated teller machines ( ATM ). As of June 30,
2009, our network included over 32,880 ATMs throughout the United States, the United Kingdom, and Mexico,
primarily at national and regional merchant locations. We provide ATM management and equipment-related services
and electronic funds transfer ( EFT ) transaction processing services to our network of ATMs as well as ATMs owned
and operated by third parties. For a more detailed discussion of our operations and the manners in which we derive
revenues, please refer to our 2008

Form 10-K.

Economic and Strategic Update

Over the past several years, we have made significant capital investments, including (1) our acquisition of our United
Kingdom operations in 2005, (2) our expansion into Mexico in 2006, (3) our acquisition of the ATM and
advanced-functionality kiosk business of 7-Eleven, Inc. ( 7-Eleven ) in 2007, and (4) the launch of our in-house EFT
transaction processing platform. Additionally, during this same period of time, we continued to deploy ATMs in
high-traffic locations under our contracts with large, well-known retailers, which has led to the development of
relationships with large financial institutions through bank branding opportunities and enhanced the value of our
wholly-owned surcharge-free network, Allpoint. As a result of these past strategic actions and the relatively
conservative use of capital during this time, we believe that the negative impact of the economic downturn on our
business should continue to be mitigated by the following:

Stable and recurring nature of our business model. Our financial results for the six months ended June 30, 2009
demonstrate that the significant capital investments we have made over the past several years have provided us with
an operating platform that we believe should continue to generate relatively stable earnings and consistent cash flows.
Based on our most recent results, we believe transactions conducted on our ATMs have not been negatively affected
by the economic downturn and expect that this trend will continue. For example, average monthly cash withdrawal
transactions per ATM increased to 604 during the six months ended June 30, 2009 from 575 during the same period
last year. Furthermore, while we have seen some modest declines in surcharge-related withdrawal transactions in the
United States and the United Kingdom, we have continued to see slight increases in withdrawal transaction levels
(especially surcharge-free withdrawal transactions.)

Strong liquidity position. We continue to believe we have a sufficient amount of liquidity to meet our anticipated
operating needs for the foreseeable future. Our $175.0 million credit facility, which is in place until May 2012, had
$31.5 million outstanding at June 30, 2009, including letters of credit, leaving us with $143.5 million in available,
committed funding. The outstanding balance under our facility decreased by $21.2 million from $52.7 million
(including letters of credit) at December 31, 2008, due primarily to repayments made during the three month period
ended June 30, 2009. Furthermore, we continue to be in compliance with all covenants under the facility and would
continue to be even if we substantially increased our borrowings or had substantially reduced earnings.

Product diversification. Over the past few years, we have consciously worked to diversify our product and service
offerings beyond the traditional ATM surcharging model, which we believe will provide future growth opportunities
that do not require significant amounts of new capital. Examples of these growth opportunities include (1) adding
more third parties to our ATM transaction processing platform, similar to the arrangement we currently have in place
to process transactions for over 1,500 ATMs owned and operated by a third-party convenience store chain in the
United States; (2) continued expansion and improvement in the types of services that we currently offer on our
advanced-functionality ATMs located in 7-Eleven convenience stores across the United States; and (3) continued
growth in our branding and surcharge-free offerings. The recent expansion of our branding relationship with an
existing bank branding partner to cover an additional 1,300 ATM locations in the United States is an example of one
of these growth opportunities.

Although we believe that the characteristics described above should benefit us given current market conditions, the
recent issues that have negatively impacted the economy and many of the nation s largest banks could have an adverse
impact on our ongoing operations. For example, the continued loan delinquency and default issues facing financial
institutions could have a negative impact on those financial institutions with whom we conduct business. Additionally,
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even though we recently executed a new bank branding agreement with one of our existing branding partners, the
decision-making process on new bank branding arrangements continues to remain relatively slow compared to what
we have experienced historically.

26

Table of Contents

58



Edgar Filing: CARDTRONICS INC - Form 10-Q

Table of Contents

While we are continuing to monitor current economic conditions, we cannot at this point accurately predict their
impact. However, despite the factors discussed above, we currently believe that our revenues in 2009 will not differ
materially from 2008 (excluding the effects of negative year-over-year foreign currency translation adjustments), and
we currently expect that any reduction in revenues will be more than offset by certain cost reduction measures that
have been put in place as well as anticipated lower interest rates in each of our key markets.

Recent Events

Foreign Currency Exchange Rates. The strengthening of the United States dollar relative to the British pound and
Mexican peso negatively impacted our results during the first half of 2009 in terms of translating those foreign
earnings into United States dollars. Despite the negative impact on our revenues and gross profits, we do not expect
this trend to have a negative impact on our cash flows as we do not currently rely on cash generated by our
international operations to fund our domestic operating needs and each operation conducts substantially all of its
business in its local currency. Additionally, given the fact that we continue to explore potential growth opportunities
in the two international markets in which we currently operate, the strengthening of the United States dollar could
enhance our ability to invest in those markets at favorable exchange rates.

Stock Repurchase Program. In February 2009, our Board of Directors approved a common stock repurchase program
up to an aggregate of $10.0 million. The shares will be repurchased from time to time in open market transactions or
privately negotiated transactions at our discretion. The timing and extent of any purchases will depend on a variety of
factors, such as market price, overall market and economic conditions, the level of cash generated from operations,
alternative investment opportunities, regulatory considerations or other commitments. We plan to fund repurchases
made under this program from available cash balances and cash generated from operations. The share repurchase
program will expire on March 31, 2010, unless extended or terminated earlier by our Board of Directors. To date, we
have purchased approximately 35,000 shares of our common stock at a total cost of $0.1 million and at an average
price per share of $3.37.
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Results of Operations

The following table sets forth our Consolidated Statements of Operations information as a percentage of total
revenues for the periods indicated. Percentages may not add due to rounding.

Revenues:
ATM operating revenues
ATM product sales and other revenues

Total revenues

Cost of revenues:

Cost of ATM operating revenues (exclusive of
depreciation, accretion, and amortization,
shown separately below) (1)

Cost of ATM product sales and other revenues

Total cost of revenues

Gross profit

Operating expenses:

Selling, general, and administrative expenses (2
Depreciation and accretion expense
Amortization expense

Loss on disposal of assets

Total operating expenses
Income from operations
Other expense (income):

Interest expense, net
Other (income) expense
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Three Months Ended June
30,
2009 2008

97.4% 96.8%

2.6 3.2

100.0 100.0

67.4 74.0

2.5 2.9

69.9 76.8

30.1 23.2

8.5 7.7

8.0 79

3.6 3.5

1.3 0.9

21.4 20.0

8.7 3.2

6.6 6.5

Six Months Ended June
30,
2009 2008

97.9% 96.6%

2.1 34

100.0 100.0

69.3 74.1

2.1 3.2

71.3 77.2

28.7 22.8

8.9 7.4

8.2 7.7

3.8 3.6

1.6 1.0

22.4 19.7

6.2 3.1

6.9 6.6
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