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CAUTIONARY STATEMENT ABOUT FORWARD-LOOKING STATEMENTS

This Annual Report on Form 10-K (the “2010 Form 10-K”) contains certain forward-looking statements within the
meaning of Section 21E of the Securities Exchange Act of 1934, as amended (the “Exchange Act”). These statements
are identified by the use of the words “project,” “believe,” “expect,” “anticipate,” “intend,” “contemplate,” “foresee,” “would,” “could,”
“plan,” and similar expressions that 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 anticipate. All comments concerning our expectations for future revenues and operating results are based
on our estimates 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 trends or factors that could cause actual results to differ materially from those
in the forward-looking statements include, but are not limited to, those described in: (1) Part I, Item 1A. Risk Factors
and elsewhere in the 2010 Form 10-K; (2) our reports and registration statements filed or furnished from time to time
with the Securities and Exchange Commission (the “SEC”); and (3) other announcements we make from time to time.

Readers are cautioned not to place undue reliance on forward-looking statements contained in this document, which
speak only as of the date of this 2010 Form 10-K. 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.

PART I

ITEM 1. BUSINESS

Overview

Cardtronics, Inc. provides convenient automated consumer financial services through its network of automated teller
machines (“ATMs”) and multi-function financial services kiosks. As of December 31, 2010, we were the world’s largest
non-bank owner of ATMs, providing services to approximately 37,000 devices throughout the United States
(including the U.S. territories of Puerto Rico and the U.S. Virgin Islands), the United Kingdom, and Mexico. Included
within this number are approximately 2,200 multi-function financial services kiosks that, in addition to traditional
ATM functions such as cash dispensing and bank account balance inquiries, perform other consumer financial
services, including bill payments, check cashing, remote deposit capture (which represents deposits taken using
electronic imaging at ATMs not physically located at a bank), and money transfers. Also included in the number of
devices in our network as of December 31, 2010 were approximately 2,900 ATMs to which we provided various
forms of managed services solutions. Under a managed services arrangement, retailers and financial institutions rely
on us to handle some or all of the operational aspects associated with operating and maintaining their ATMs, typically
in exchange for a fixed monthly service fee.

We often partner with large, nationally-known retail merchants under multi-year agreements to place our ATMs and
kiosks within their store locations. In doing so, we provide our retail partners with an automated financial services
solution that we believe helps them attract and retain customers, and in turn, increases the likelihood that our devices
will be utilized. Finally, we own and operate an electronic funds transfer (“EFT”) transaction processing platform that
provides transaction processing services to our network of ATMs and financial services kiosks as well as ATMs
owned and operated by third parties.
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Historically, we have deployed and operated our devices under two distinct arrangements with our retail partners:
Company-owned and merchant-owned arrangements. Under Company-owned arrangements, we provide the device
and are typically responsible for all aspects of its operation, including transaction processing, managing cash, supplies,
and telecommunications as well as routine and technical maintenance. Under our merchant-owned arrangements, the
retail merchant or the distributor owns the device and is usually responsible for providing cash and performing simple
maintenance tasks, while we provide more complex maintenance services, transaction processing, and connection to
the EFT networks. As of December 31, 2010, 71% of our devices operated under traditional ATM deployment
services were Company-owned and 29% were merchant-owned. While we may continue to add merchant-owned
devices to our network as a result of acquisitions and internal sales efforts, our primary focus for internal growth
remains on expanding the number of Company-owned devices in our network due to the higher margins typically
earned and the additional revenue opportunities available to us under Company-owned arrangements.

1
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In addition to deploying our devices under Company-owned and merchant-owned arrangements, we recently began
offering a managed services solution, under which we provide certain services to retailers, financial institutions and
other ATM operators. We offer various forms of managed services, depending on the needs of our customers, and
offer a customized ATM management solution that can include monitoring, maintenance, cash management, customer
service, transaction processing and other services.

Finally, we partner with leading national financial institutions to brand selected ATMs and financial services kiosks
within our network, including Citibank, N.A., JPMorgan Chase Bank, N.A., Sovereign Bank, SunTrust Bank, and
PNC Bank, N.A.  As of December 31, 2010, over 11,900 of our Company-owned devices were under contract with
financial institutions to place their logos on those machines, and to provide convenient surcharge-free access for their
banking customers. We also own and operate the Allpoint network, the largest surcharge-free ATM network within
the United States (based on the number of participating ATMs). The Allpoint network, which has more than 43,000
participating ATMs, provides surcharge-free ATM access to customers of participating financial institutions that may
lack a significant ATM network. The Allpoint network includes a majority of our ATMs in the United States, Puerto
Rico and Mexico, all of our ATMs in the United Kingdom, and over 5,000 locations in Australia through a partnership
with a local ATM owner and operator. Allpoint also works with financial institutions that manage stored-value debit
card programs on behalf of corporate entities and governmental agencies, including general purpose, payroll, and
electronic benefits transfer (“EBT”) cards. Under these programs, the issuing financial institutions pay Allpoint a fee per
card or per transaction in return for allowing the users of those cards surcharge-free access to Allpoint’s participating
ATM network.

Our revenues are recurring in nature and historically have been derived primarily from transaction fees, which are paid
by cardholders, and interchange fees, which are paid by the cardholder’s financial institution for the use of the devices
serving customers and the applicable EFT network that transmits data between the device and the cardholder’s
financial institution. We generate additional revenues by branding our devices with the logos of leading national banks
and other financial institutions, by providing managed services solutions to retailers and financial institutions, and by
collecting fees from financial institutions that participate in our Allpoint surcharge-free network. Under our managed
services arrangements, we typically receive a fixed management fee or fixed rate per transaction in return for
providing certain services. We do not receive surcharge and interchange fees in these arrangements, but rather those
fees are earned by our customer.

Organizational and Operational History

We were formed as a Delaware corporation in 1989 and originally operated under the name of Cardpro, Inc. In June
2001, Cardpro, Inc. was converted into a Delaware limited partnership and renamed Cardtronics, LP. In addition, in
June 2001, Cardtronics Group, Inc. was incorporated under the laws of the state of Delaware to act as a holding
company for Cardtronics, LP, with Cardtronics Group, Inc. indirectly owning 100% of the equity of Cardtronics, LP.
In January 2004, Cardtronics Group, Inc. changed its name to Cardtronics, Inc. In December 2007, we completed the
initial public offering of 12,000,000 shares of our common stock. In December 2008, Cardtronics, LP was converted
to a corporation under the laws of Delaware and changed its name to Cardtronics USA, Inc. Cardtronics USA, Inc. is
the primary domestic operating subsidiary of Cardtronics, Inc.

Since May 2001, we have acquired 14 ATM networks and one operator of a surcharge-free ATM network, increasing
the number of ATMs we operate from approximately 4,100 as of May 2001 to approximately 37,000 as of
December 31, 2010. Two of these acquisitions enabled us to enter international ATM markets. Specifically, our
acquisitions of Bank Machine (Acquisitions) Limited (“Bank Machine”) in May 2005 and a majority ownership interest
in CCS Mexico (which was subsequently renamed Cardtronics Mexico, S.A. de C.V. (“Cardtronics Mexico”)) in
February 2006 expanded our operations into the United Kingdom and Mexico, respectively. Additionally, we acquired
the nation-wide surcharge free network, Allpoint, through our acquisition of ATM National, Inc. in December 2005,

Edgar Filing: CARDTRONICS INC - Form 10-K

7



providing us with a platform to further pursue and develop surcharge-free offerings. In July 2007, we acquired the
financial services business of 7-Eleven, Inc. (the “7-Eleven Financial Services Business”), which included 3,500
traditional ATMs and approximately 2,000 multi-function financial services kiosks, which allowed us to offer
additional automated financial services above and beyond those typically offered by traditional ATMs.

2
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From 2001 to 2010, the total number of annual transactions processed within our network increased from
approximately 19.9 million to approximately 431.4 million.

Additional Company Information

General information about us can be found at http://www.cardtronics.com. We file annual, quarterly, and other reports
as well as other information with the SEC under the Exchange Act. Our Annual Reports on Form 10-K, Quarterly
Reports on Form 10-Q, Current Reports on Form 8-K, and any amendments to those reports are available free of
charge on our website as soon as reasonably practicable after the reports are filed or furnished electronically with the
SEC. You may also request an electronic or paper copy of these filings at no cost by writing or telephoning us at the
following: Cardtronics, Inc., Attention: Chief Financial Officer, 3250 Briarpark Drive, Suite 400, Houston, Texas
77042, (832) 308-4000. Information on our website is not incorporated into this 2010 Form 10-K or our other
securities filings.

Our Strategy

Our strategy is to enhance our position as a leading provider of automated consumer financial services in the United
States, the United Kingdom and Mexico; to become a significant provider of managed services to financial institutions
and retailers with significant ATM and financial services kiosk networks; and to further expand our network and
service offerings into select international markets. In order to execute this strategy, we will endeavor to:

Expand our Network of Devices with Leading Merchants. We believe that we have opportunities to further expand the
number of ATMs and financial services kiosks that we own and/or operate with leading merchants. With respect to
our existing merchants, we have two principal opportunities to increase the number of deployed devices: first, by
deploying devices in existing merchant locations that currently do not have a device, but where consumer traffic
volumes and anticipated returns justify installing a device; and second, as our merchants open new locations, by
installing devices in those locations. With respect to new merchant customers, we believe our expertise, national
footprint, strong record of customer service, and significant scale position us to successfully market to, and enter into
long-term contracts with, additional leading national and regional merchants.

Expand our Relationships with Leading Financial Institutions. Through our diverse product and service offerings, we
believe we are well-positioned to work with our existing financial institution customers to fulfill their growing ATM
and automated consumer financial services requirements. Further, we believe we can leverage off of these offerings to
attract additional financial institutions as customers. For example, our services currently offered to financial
institutions include branding our ATMs with their logos and providing surcharge-free access to their customers, and
managing their off-premise ATMs (i.e., ATMs not located in a bank branch). Additionally, we can provide other
automated consumer financial services for these financial institutions that are not routinely utilized, such as check
cashing, remote deposit capture, money transfer, bill payment services, and stored-value card reload services through
self-service kiosks. In addition, our EFT transaction processing capabilities provide us with the ability to provide
customized control over the content of the information appearing on the screens of our ATMs and ATMs we process
for financial institutions, which we believe increases the types of products and services that we are able to offer to
financial institutions. In the United Kingdom, our armored courier operation, coupled with our existing in-house ATM
maintenance and EFT transaction processing capabilities, provides us with a full suite of services that we can offer to
financial institutions in that market.

Continue to Capitalize on Surcharge-Free Network and Stored-Value Card Opportunities. We plan to continue
pursuing opportunities with respect to our surcharge-free network offerings, where financial institutions pay us to
allow their customers surcharge-free access to our ATM network on a non-exclusive basis. We believe surcharge-free
arrangements will enable us to increase transaction counts and profitability on our existing machines. We also plan to
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pursue additional opportunities to work with financial institutions that issue and sponsor stored-value debit card
programs. We believe that these programs represent significant transaction growth opportunities for us, as many users
of stored-value debit cards do not have bank accounts, and consequently, have historically not been able to utilize our
existing ATMs and financial services kiosks.

Pursue Additional Managed Services Opportunities. During 2010, we significantly expanded the number of ATMs
that are under our managed services solution.  Under this arrangement, retailers and financial institutions generally
pay us a fixed management fee or a fixed rate per transaction in return for handling some or all of the operational
aspects associated with operating and maintaining their ATM fleets.  Surcharge and interchange fees are earned by the
retailer or the financial institution. As a result, in this arrangement type, our revenues are partly protected from
variations in transaction levels of these machines. We plan to pursue additional opportunities with leading merchants
and financial institutions in the United States, as well as international opportunities as they arise, working with our
customers to provide them with a customized solution that fits their needs.

3
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Pursue International Growth Opportunities. We have invested significant amounts of capital in the infrastructure of
our United Kingdom and Mexico operations, and we plan to continue selectively increasing the number of our ATMs
in these markets by increasing the number of machines deployed with our existing customer base as well as adding
new merchant customers. Additionally, we may expand our operations into selected international markets where we
believe we can leverage our operational expertise, EFT transaction processing platform, and scale advantages. In
particular, we expect to target high growth, emerging markets where cash is the predominant form of payment, where
off-premise ATM penetration is relatively low, and where we believe significant financial institution and/or retail
managed services opportunities exist. We believe Central and Eastern Europe, Central and South America, and the
Asia-Pacific region are examples of international markets that meet these criteria.

Develop and Provide Additional Services at Our Existing Fleet. Service offerings by ATMs continue to evolve over
time. Certain ATM models are now capable of providing numerous automated consumer financial services, including
bill payments, check cashing, remote deposit capture, and money transfers. Certain of our devices are capable of, and
currently provide, these types of services. We believe these non-traditional consumer financial services offered by our
devices, and other machines that we or others may develop, provide us with additional growth opportunities as
retailers and financial institutions seek to provide additional convenient self-service financial services to their
customers. Recently, we also began to allow advertisers to place their messages on our ATMs equipped with
third-party advertising software in both the United States and the United Kingdom. Offering additional services at our
devices, such as advertising, allows us to create new revenue streams from assets that have already been deployed, in
addition to providing value to our customers through beneficial offers and convenient services.

For additional information on items that may impact our strategy, see Part II, Item 7. Management’s Discussion and
Analysis, Developing Trends in the ATM and Financial Services Industry.

Our Products and Services

We typically provide our leading merchant customers with all of the services required to operate ATMs and financial
services kiosks, which include monitoring, maintenance, cash management, customer service and transaction
processing. We believe our merchant customers value our high level of service, our 24-hour per day monitoring and
accessibility, and that our devices are on-line and able to serve customers an average of approximately 99.0% of the
time. In connection with the operation of our devices and our customers’ devices under our traditional ATM deployer
services, we generate revenue on a per-transaction basis from the surcharge fees charged to cardholders for the
convenience of using our devices and from interchange fees charged to such cardholders’ financial institutions for
processing the related transactions conducted on those devices. For ATMs under managed services arrangements, we
typically receive a fixed monthly management fee or fixed rate per transaction in return for providing the agreed-upon
suite of services. We do not receive surcharge and interchange fees in these arrangements, but rather those amounts
are earned by our managed services customers. The following table provides detail relating to the number of devices
we owned and operated under our various arrangements as of December 31, 2010:

ATM Operations Managed Services
Company-
Owned

Merchant-
Owned Subtotal

Company-
Owned

Merchant-
Owned Subtotal Total

Number of devices
at period end 24,210 9,909 34,119 797 2,054 2,851 36,970
Percent of subtotal 71.0% 29.0% 100.0% 28.0% 72.0% 100%

We generally operate our ATMs and kiosks under multi-year contracts that provide a recurring and stable source of
revenue and typically have an initial targeted term of seven years. As of December 31, 2010, our contracts with our
top 10 merchant customers (based on 2010 revenues) had a weighted average remaining life of over 5.2 years.
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Additionally, we enter into arrangements with financial institutions to brand certain of our Company-owned ATMs
with their logos. These “bank branding” arrangements allow a financial institution to expand its geographic presence for
a fraction of the cost of building a branch location and typically for less than the cost of placing one of its own ATMs
at that location. These arrangements allow a financial institution to rapidly increase its number of branded ATM sites
and improve its competitive position. Under these arrangements, the branding institution’s customers are allowed to
use the branded ATMs without paying a surcharge fee to us. In return, we receive monthly fees on a per-ATM basis
from the branding institution, while retaining our standard fee schedule for other cardholders using the branded
ATMs. In addition, our branded machines typically generate higher interchange revenue as a result of the increased
usage of our ATMs by the branding institution’s customers and others who prefer to use a bank-branded ATM. We
intend to continue pursuing additional bank branding arrangements as part of our growth strategy. As of December 31,
2010, we had bank branding arrangements in place with 35 domestic financial institutions, involving over 11,900
Company-owned ATMs. We saw growth in the past few years in bank branding arrangements as a result of our
increased sales efforts, our acquisition of the 7-Eleven Financial Services Business in July 2007 (the “7-Eleven ATM
Transaction”), and what we believe was the realization by financial institutions of the significant benefits and
opportunities afforded to them through bank branding programs.

In addition to our bank branding arrangements, we offer financial institutions another type of surcharge-free program
through our Allpoint nationwide surcharge-free ATM network. Under the Allpoint network, financial institutions who
are members of the network pay us either a fixed monthly fee per cardholder or a set fee per transaction in exchange
for us providing their cardholders with surcharge-free access to ATMs in the Allpoint network, which now includes
ATMs throughout the United States, United Kingdom, Mexico, Puerto Rico and Australia. We believe Allpoint offers
an attractive alternative to financial institutions that lack their own distributed ATM network. Finally, our
Company-owned ATMs deployed under our placement agreement with 7-Eleven, Inc. (“7-Eleven”) participate in
CO-OP®, the nation’s largest surcharge-free network for credit unions, and are included in our arrangement with
Financial Services Center Cooperatives, Inc. (“FSCC”), a cooperative service organization providing shared branching
services for credit unions.

We have found that the primary factor affecting transaction volumes at a given ATM or financial services kiosk is its
location. Therefore, our strategy in deploying our devices, particularly those placed under Company-owned
arrangements, is to identify and deploy them at locations that provide high visibility and high retail transaction
volume. Our experience has demonstrated that the following locations often meet these criteria: convenience stores
and combination convenience stores and gas stations, grocery stores, airports, and major regional and national retail
outlets. The 5,500 locations that we added to our portfolio as a result of the 7-Eleven ATM Transaction are prime
examples of the types of locations that we seek when deploying our ATMs and financial services kiosks. In addition
to our arrangement with 7-Eleven, we have also entered into multi-year agreements with a number of other merchants,
including Chevron Corporation (“Chevron”), Costco Wholesale Corporation (“Costco”), CVS Caremark Corporation
(“CVS”), Exxon Mobil Corporation (“ExxonMobil”), Hess Corporation (“Hess”), Rite Aid Corporation (“Rite Aid”), Safeway,
Inc. (“Safeway”), Target Corporation (“Target”), Walgreen Co. (“Walgreens”), and Winn-Dixie Stores, Inc. (“Winn-Dixie”) in
the United States; ASDA Group Ltd. (a subsidiary of Wal-Mart Stores, Inc.) (“Asda”), Euro Garages Ltd., Stuart Harvey
Insurance Brokers Ltd. (known under their trading name of “Forces Financial”), Inter IKEA Systems B.V. (“IKEA”),
Martin McColl Ltd., Murco Petroleum Ltd., The Noble Organisation Ltd., Tates Ltd., and Welcome Break Holdings
Ltd. (“Welcome Break”) in the United Kingdom; and Cadena Comercial OXXO S.A. de C.V. (“OXXO”) in Mexico. We
believe that once consumers establish a pattern of using a particular device, they will generally continue to use that
device.

For additional information on the amount of revenue contributed by our various service offerings, see Part II, Item 7.
Management’s Discussion and Analysis, Overview of Business, Components of Revenues, Costs of Revenues, and
Expenses – Revenues.
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Segment and Geographic Information

As of December 31, 2010, our operations consisted of our United States, United Kingdom, and Mexico segments. Our
operations in Puerto Rico and the U.S. Virgin Islands are included in our United States segment. 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.

5
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A summary of our revenues from third-party customers by geographic region is as follows:

Year Ended December 31,
2010 2009 2008

(In thousands)
United States $423,109 $401,934 $404,716
United Kingdom 82,583 73,096 74,155
Mexico 26,386 18,323 14,143
Total $532,078 $493,353 $493,014

The net book value of our long-lived assets, including our intangible assets, in our various geographic locations is as
follows:

As of December 31,
Location of long-lived assets: 2010 2009 2008

(In thousands)
United States $313,119 $317,139 $345,707
United Kingdom 67,410 70,368 69,527
Mexico 15,293 14,043 10,307
Total $395,822 $401,550 $425,541

For additional discussion of the revenue, profit information, and identifiable assets of our reporting segments, see
Part II, Item 8. Financial Statements and Supplementary Data, Note 19, Segment Information. Additionally, for a
discussion of the risks associated with our international operations, see Item 1A. Risk Factors — Our international
operations involve special risks and may not be successful, which would result in a reduction of our gross profits.

Sales and Marketing

Our sales and marketing team focuses principally on developing new relationships with national and regional
merchants as well as building and maintaining relationships with our existing merchants. The team is currently
organized into groups that specialize in marketing to specific merchant industry segments, which allows us to tailor
our offering to the specific requirements of each merchant customer. In addition to the merchant-focused sales and
marketing group, we have a sales and marketing group that is focused on developing and managing our relationships
with financial institutions, as we look to expand the types of services that we offer to such institutions. Our sales and
marketing representatives also focus on identifying potential managed services opportunities with financial
institutions and retailers alike.

In addition to targeting new business opportunities, our sales and marketing team supports our customer retention and
growth initiatives by building and maintaining relationships with newly-acquired merchants. We seek to identify
growth opportunities within each merchant account by analyzing the merchant’s sales at each of its locations, foot
traffic, and various demographic data to determine the best opportunities for new ATM and financial services kiosk
placements. As of December 31, 2010, our sales and marketing team was composed of approximately 45 employees,
of which those who are focused on sales typically receive a combination of incentive-based compensation and a base
salary.

Technology

Our technology and operations platform consists of ATMs and financial services kiosks, network infrastructure
components (including hardware, software, and telecommunication circuits used to provide real-time device
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monitoring, software distribution, and transaction processing services), cash management and forecasting software
tools, full-service customer service, and ATM management infrastructure. This platform is designed to provide our
customers with what we believe is a high-quality suite of services.

Equipment. In the United States and Mexico, we purchase our ATMs from global manufacturers, including NCR
Corporation (“NCR”), Diebold, Incorporated (“Diebold”), Triton Systems of Delaware, Inc. (“Triton”), Wincor Nixdorf AG
(“Wincor Nixdorf”), and Nautilus Hyosung, Inc. (“Hyosung”), and place them in our customers’ locations. The wide range
of advanced technology available from these ATM manufacturers provides our customers with advanced features and
reliability through sophisticated diagnostics and self-testing routines. The different machine types can all perform
basic functions, such as dispensing cash and displaying account information. However, our technology is evolving to
provide additional services in response to changing consumer demand. For example, a portion of our ATM locations
can be upgraded to accept deposits through the installation of additional hardware and software components.
Additionally, 2,200 of our devices, which are manufactured by NCR and located in selected 7-Eleven store locations,
provide enhanced financial services transactions, including bill payments, check cashing, remote deposit capture, and
money transfers.

6
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The ATMs we operate in the United Kingdom are principally manufactured by NCR and are categorized into three
basic types: (1) “convenience,” which are internal to a merchant’s premises; (2) “through the wall,” which are
external-facing from a merchant’s premises; and (3) “pods,” a free-standing kiosk style ATM, also located external to a
merchant’s premises.

Transaction Processing. We place significant emphasis on providing quality service with a high level of security and
minimal interruption. We have carefully selected support vendors and developed internal professional staff to
optimize the performance of our network. In 2006, we implemented our own EFT transaction processing operation,
which is based in Frisco, Texas. This operation enables us to process and monitor transactions on our devices and to
control the flow and content of information appearing on the screens of such devices. During the year ended
December 31, 2010, we successfully completed the conversion of substantially all of our devices over to our
processing platform. Prior to 2010, certain ATMs placed in 7-Eleven locations were unable to be converted to our
processing platform as they were subject to a master services agreement with a third party, under which that party
provided a number of ATM-related services, including transaction processing, network hosting, network sponsorship,
maintenance, cash management, and cash replenishment. This agreement, which was assumed in conjunction with the
7-Eleven ATM Transaction, expired at the end of 2009, thus allowing us to manage these ATMs and convert them
over to our internal processing platform during 2010. As with our existing network operation, we have carefully
selected support vendors and developed internal professional staff to help provide sophisticated security analysis and
monitoring 24 hours a day to ensure the continued performance of our ATM operation.

Internal Systems. Our internal systems, including our EFT transaction processing operation, include multiple layers of
security to help protect the systems from unauthorized access. Protection from external sources is provided by the use
of hardware and software-based security features that prevent and report unauthorized access attempts. Additionally,
we utilize isolation techniques in order to separate our sensitive systems from the other systems in our internal
network. We also use commercially-available encryption technology to protect information that is stored within our
systems, as well as information that is being transmitted. On our internal network, we employ user authentication and
antivirus tools at multiple levels. These systems are protected by detailed security rules to only allow appropriate
access to information based on the employee’s job responsibilities. All changes to the systems are controlled by
policies and procedures, with automatic prevention and reporting controls that are placed within our processes. Our
gateway connections to our EFT network service providers provide us with real-time access to the various financial
institutions’ authorization systems that allow withdrawals, balance inquiries, transfers, and advanced functionality
transactions. We have installed these communications circuits with backup connectivity to help protect us from
telecommunications interruption in any particular circuit. We use commercially-available and custom software that
continuously monitors the performance of the devices in our network, including details of transactions at each device
and expenses relating to those devices, further allowing us to monitor our on-line availability and financial
profitability at each location. We analyze transaction volume and profitability data to determine whether to continue
operating at a given site, to determine how to price various operating arrangements with merchants and branding
partners, and to create a profile of successful locations to assist us in deciding the best locations for additional
deployments.

Cash Management. Our cash management department uses commercially-available software and proprietary analytical
models to determine the necessary fill frequency and cash load amount for each ATM. We project cash requirements
for each ATM on a daily basis, taking into consideration its location, the day of the week, the timing of holidays and
events, and other factors. After receiving a cash order from us, the cash provider forwards the request to its vault
location nearest to the applicable ATM. Personnel at the vault location then arrange for the requested amount of cash
to be set aside and made available for the designated armored courier to access and subsequently transport to the
ATM. Our cash management department utilizes data generated by the cash providers, internally-generated data, and a
proprietary methodology to confirm daily orders, audit delivery of cash to armored couriers and ATMs, monitor cash
balances for cash shortages, coordinate and manage emergency cash orders, and audit costs from both armored
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couriers and cash providers.

In addition, during the fourth quarter of 2008, we implemented our own armored courier operation in the United
Kingdom, Green Team Services Limited (“Green Team”) with a secure cash depot facility located outside of London,
England. In the third quarter of 2010, we launched our second cash depot for this operation in Manchester, England.
As of December 31, 2010, this operation consisted of approximately 80 full-time employees and 14 armored vehicles,
and was servicing roughly 1,380 of our ATMs in the United Kingdom. We believe this operation allows us to provide
higher-quality and more cost-effective cash-handling services in that market and has proven to be an efficient
alternative to third-party armored providers.

7
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Customer Service. We believe one of the factors that differentiate us from our competitors is our customer service
responsiveness and proactive approach to managing any downtime experienced by our devices. We use an advanced
software package that monitors the performance of our Company-owned devices 24 hours a day for service
interruptions and notifies our maintenance vendors for prompt dispatch of necessary service calls.

Finally, we use proprietary software systems in the United States, United Kingdom, and Mexico to maintain a
database of transactions made on, and performance metrics for, each of our devices. This data is aggregated into
individual merchant customer profiles that are readily accessible by our customer service representatives and
managers. We believe our proprietary database enables us to provide superior quality and accessible and reliable
customer support.

Primary Vendor Relationships

To maintain an efficient and flexible operating structure, we outsource certain aspects of our operations, including
cash management, maintenance, and, in selected cases, certain transaction processing services. Due to the large
number of devices we operate, we believe we have obtained favorable pricing terms from most of our major vendors.
We contract for the provision of the services described below in connection with our operations.

Transaction Processing. Although we have our own EFT processing platform, our processing efforts are primarily
focused on controlling the flow and content of information on the ATM screen. As such, we rely on third-party service
providers to handle our connections to the EFT networks and to perform certain funds settlement and reconciliation
procedures on our behalf. These third-party transaction processors communicate with the cardholder’s financial
institution through various EFT networks to obtain transaction authorizations and to provide us with the information
we need to ensure that the related funds are properly settled. These transaction processors include Elan Financial
Services (“Elan”), Fidelity Information Services and Fiserv in the United States, LINK in the United Kingdom, and
Promoción y Operación S.A. de C.V. (“PROSA-RED”) in Mexico.

EFT Network Services. Our transactions are routed over various EFT networks to obtain authorization for cash
disbursements and to provide account balances. These networks include Star, Pulse, NYCE, Cirrus, and Plus in the
United States; LINK in the United Kingdom; and PROSA-RED in Mexico. EFT networks set the interchange fees that
they charge to the financial institutions, as well as the amount paid to us. We attempt to maximize the utility of our
ATMs to cardholders by participating in as many EFT networks as practical. Additionally, we own the Allpoint
network, the largest surcharge free network in the United States. Owning our own network further maximizes ATM
utility by giving certain cardholders a surcharge-free option at our ATMs, as well as allowing us to receive
network-related economic benefits such as receiving switch revenue and setting surcharge-free interchange rates on
our own ATMs as well as other participating ATMs.

Equipment. As previously noted, we purchase substantially all of our ATMs from global manufacturers, including
NCR, Diebold, Triton, Hyosung and Wincor Nixdorf. The large quantity of machines that we purchase from these
manufacturers enables us to receive favorable pricing and payment terms. In addition, we maintain close working
relationships with these manufacturers in the course of our business, allowing us to stay informed regarding product
updates and to receive prompt attention for any technical problems with purchased equipment.

Although we currently purchase a majority of our devices from NCR, we believe our relationships with our other
suppliers are good and that we would be able to purchase the machines we require for our Company-owned operations
from other manufacturers if we were no longer able to purchase them from NCR.

Maintenance. In the United States, we typically contract with third-party service providers for on-site maintenance
services. We have multi-year maintenance agreements with NCR, Pendum, Solvport and Diebold in the United States.
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In the United Kingdom, maintenance services are provided by our in-house technicians. In Mexico, Diebold and
Soluciones, Sistemas y Servicios para ATM, S.A. de C.V. (“INCAA”) provide the majority of maintenance services for
our ATMs.
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Cash Management. We obtain cash to fill our Company-owned devices, and in some cases merchant-owned and
managed services ATMs, under arrangements with our cash providers, which are Bank of America, N.A. (“Bank of
America”), Elan (which is a business of U.S. Bancorp), and Wells Fargo, N.A. (“Wells Fargo”) in the United States; Elan
in Puerto Rico; Alliance & Leicester Commercial Bank (“ALCB”) in the United Kingdom; and Bansí, S.A. Institución
de Banca Multiple (“Bansi”), a regional bank in Mexico and a minority interest owner in Cardtronics Mexico, in
Mexico. We pay a monthly fee on the average amount outstanding to our primary vault cash providers under a
formula based on the London Interbank Offered Rate (“LIBOR”) in the United States and in the United Kingdom, and
the Mexican Interbank Rate in Mexico. At all times, beneficial ownership of the cash is retained by the cash providers,
and we have no access or right to the cash except for those ATMs that are serviced by our wholly-owned armored
courier operation in the United Kingdom. While our armored courier operation has physical access to the cash loaded
in those machines, beneficial ownership of that cash remains with the cash provider at all times. We also contract with
third parties to provide us with cash management services, which include reporting, armored courier coordination,
cash ordering, cash insurance, reconciliation of ATM cash balances, and claims processing with armored couriers,
financial institutions, and processors.

As of December 31, 2010, we had approximately $1.1 billion in cash in our domestic ATMs under these
arrangements, of which 56.5% was provided by Bank of America under a vault cash agreement that expires in October
2012 and 42.1% was provided by Wells Fargo under a vault cash agreement that expires in July 2012. In the United
Kingdom, the balance of cash held in our ATMs was $226.2 million, and in Mexico, our balance totaled $40.4 million
as of year-end. For additional information on our vault cash agreements, see Item 1A. Risk Factors – We rely on third
parties to provide us with the cash we require to operate many of our devices. If these third parties were unable or
unwilling to provide us with the necessary cash to operate our devices, we would need to locate alternative sources of
cash to operate our devices or we would not be able to operate our business.

Cash Replenishment. We contract with armored courier services to transport and transfer most of the cash to our
devices. We use leading armored couriers such as Loomis, Garda and Pendum in the United States and Sunwin and
our own armored carrier operation in the United Kingdom. Under these arrangements, the armored couriers pick up
the cash in bulk and, using instructions received from our cash providers, prepare the cash for delivery to each ATM
on the designated fill day. Following a predetermined schedule, the armored couriers visit each location on the
designated fill day, load cash into each ATM by either adding additional cash into a cassette or by swapping out the
remaining cash for a new fully loaded cassette, and then balance each machine and provide cash reporting to the
applicable cash provider.

In part because of service issues experienced during 2007 and 2008 related to one of our third-party armored cash
providers in the United Kingdom, we implemented our own armored courier operation in that market during the fourth
quarter of 2008 and expanded that operation in 2010. This operation, which is currently servicing approximately 1,380
of our ATMs in the United Kingdom, reduces our reliance on third parties and allows us greater flexibility in terms of
servicing our ATMs. Additionally, as noted above, this operation allows us to provide higher-quality and more
cost-effective cash-handling services in that market and has proven to be an efficient alternative to third-party armored
providers. Our armored courier operation currently consists of approximately 80 full-time employees, 14 armored
vehicles, and two secure cash depot facilities in England located outside of London and in Manchester.

In Mexico, we utilize a flexible replenishment schedule, which enables us to minimize our cash inventory by allowing
the ATM to be replenished on an “as needed” basis and not on a fixed recurring schedule. Cash needs are forecasted in
advance and the ATMs are closely monitored on a daily basis. Once a terminal is projected to need cash within a
specified number of days, the cash is procured and the armored vendor is scheduled so that the terminal is loaded
approximately one day prior to the day that it is expected to run out of cash. Our primary armored courier service
providers in Mexico are Compañía Mexicana de Servicio de Traslado de Valores (“Cometra”) and Panamericano.
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Merchant Customers

In each of our markets, we typically deploy our Company-owned devices under long-term contracts with major
national and regional merchants, including convenience stores, supermarkets, drug stores, and other high-traffic
locations. Our merchant-owned ATMs are typically deployed under arrangements with smaller independent
merchants. Merchants under our managed services arrangement currently include those that are similar to the
Company-owned arrangements.

9
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The terms of our merchant contracts vary as a result of negotiations at the time of execution. In the case of
Company-owned devices, the contract terms vary, but typically include the following:

• a targeted term of seven years;

• exclusive deployment of devices at locations where we install a device;

• the right to increase surcharge fees, subject to merchant approval;

• our right to remove devices at underperforming locations without having to pay a termination fee;

• in the United States, our right to terminate or remove devices or renegotiate the fees payable to the merchant if
surcharge fees are generally reduced or eliminated by law; and

• provisions that make the merchant’s fee dependent on the number of device transactions.

Our contracts under merchant-owned arrangements typically include similar terms, as well as the following additional
terms:

• in the United States, provisions prohibiting in-store check cashing by the merchant and, in the United States and
United Kingdom, the operation of any other cash-back devices;

•provisions imposing an obligation on the merchant to operate the ATMs at any time its stores are open for
business; and

• provisions, when possible, that require the assumption of our contract in the event a merchant sells its stores.

Finally, our managed services contracts are tailored to the needs of the merchant and therefore vary in scope and
terms, but are typically targeted for a five-year period. Under these types of arrangements, our customers determine
the location, the surcharge fee, and the services offered while we typically receive a fixed management fee on a per
machine basis or a fixed rate per transaction.

7-Eleven is the largest merchant customer in our portfolio, representing approximately 34% of our total revenues for
the year ended December 31, 2010. The underlying merchant agreement with 7-Eleven, which had an initial term of
10 years from the effective date of the acquisition, expires in July 2017. In addition to 7-Eleven, our next four largest
merchant customers (based on revenues) during 2010 were CVS, Walgreens, Target, and Hess, which collectively
generated 18.7% of our total revenues for the year.

Seasonality

In the United States and Mexico, our overall business is somewhat seasonal in nature with generally fewer
transactions occurring in the first quarter of the fiscal year. Transaction volumes at our devices located in regions
affected by strong winter weather patterns typically experience declines in volume during the first and fourth quarters
as a result of decreases in the amount of consumer traffic through such locations. These declines, however, have been
offset somewhat by increases in the number of our devices located in shopping malls and other retail locations that
benefit from increased consumer traffic during the summer vacation and holiday buying season. Similarly, we have
seen increases in transaction volumes during the second quarter at our devices located near popular spring break
destinations. We expect these location-specific and regional fluctuations in transaction volumes to continue in the
future.
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In the United Kingdom, seasonality in transaction patterns tends to be similar to the seasonal patterns in the general
retail market. Generally, the highest transaction volumes occur on weekend days and, thus, monthly transaction
volumes will fluctuate based on the number of weekend days in a given month. However, we, like other independent
ATM operators, experience a drop in the number of transactions we process during the Christmas season due to
consumers’ greater tendency to shop in the vicinity of free ATMs and the routine closure of some of our ATM sites
over the Christmas break. We expect these location-specific and regional fluctuations in transaction volumes to
continue in the future.
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Competition

Historically, we have competed with financial institutions and other independent ATM companies for additional ATM
placements, new merchant accounts, and acquisitions. However, over the past several years, we have established
relationships with leading national and regional financial institutions in the United States through our bank branding
program. We believe the scale of our extensive network, our EFT transaction processing services and our focus on
customer service provide us with competitive advantages for providing services to leading financial
institutions.  While our devices continue to compete with the devices owned and operated by financial institutions for
underlying consumer transactions, we no longer consider many of those financial institutions, especially in the United
States, to be competitors.

With respect to our bank branding program, we continue to encounter competition from financial institutions that are
generally not customers of ours to place ATMs and financial services kiosks in selected retail locations. Furthermore,
we have encountered competition from certain independent operators to offer bank branding services with respect to
certain retail locations, whereby the independent operator has partnered with a financial institution to brand such
locations. Through our Allpoint surcharge-free network, we have significantly expanded our relationships with local
and regional financial institutions as well as large issuers of stored-value debit card programs. With regard to Allpoint,
we encounter competition from other organizations’ surcharge free networks who are seeking to both sell their network
to retail locations and offer surcharge-free ATM access to issuers of stored-value debit cards as well as smaller
financial institutions that lack large ATM footprints.

As previously noted, we are increasing the types of services we provide to financial institutions and merchants in the
future, including providing services to manage their ATMs. With respect to our managed services offering, we believe
we are well-positioned to offer a comprehensive ATM outsource solution with our breadth of services, in-house
expertise and network of existing locations, that can leverage the economies of the physical services required to
operate an ATM portfolio. There are several large financial services companies and equipment manufacturers and
service providers that currently offer some of the services in our offering, with whom we expect to compete directly in
this area. In spite of this, we think we have unique advantages that will allow us to offer a compelling solution to
financial institutions and retailers alike.

With respect to independent operators of merchant-owned ATMs, our major domestic competitors include Payment
Alliance International, Access to Money and EDC ATM Subsidiary, LLC. In the United Kingdom, we compete with
banks such as the Royal Bank of Scotland, Barclays, and Lloyds for the free-to-use ATMs, while we also compete
with several large non-bank ATM operators, including Cashzone (formerly Cardpoint, a wholly-owned subsidiary of
Payzone), Notemachine, and Paypoint for the pay-to-use ATMs. In Mexico, we compete primarily with national and
regional financial institutions, including Banamex, Bancomer, and HSBC. Although the independent ATM market is
still relatively undeveloped in Mexico, we have recently seen a number of small ATM operators initiate operations.
These small ATM operators, which are typically known by the names of their sponsoring banks, include Afirme,
Bajio, and Banco Interacciones.

Government and Industry Regulation

United States

Our principal business, ATM network ownership and operation, is not subject to significant government regulation,
though we are subject to certain industry regulations. Additionally, various aspects of our business are subject to state
regulation. Our failure to comply with applicable laws and regulations could result in restrictions on our ability to
provide our products and services in such states, as well as the imposition of civil fines.
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Americans with Disabilities Act (“ADA”). The ADA requires that ATMs be accessible to and independently usable by
individuals with disabilities, such as visually-impaired or wheel-chair bound persons. The U.S. Department of Justice
has issued new accessibility regulations under the ADA that become effective in March 2012.  We have been
preparing for these new regulations for several years by ensuring that the ATMs that we purchase and deploy are
compliant with these then proposed regulations.  For that reason, we do not believe that these new guidelines will have
an adverse effect on our business regarding Company-owned machines.  However, some of the merchant-owned
ATMs that we service do not comply with these new regulations.  There is an economic hardship exemption to the
regulations that some of our merchants who operate small retail establishments may claim.  In any event, we are
developing a marketing strategy to provide incentives for such merchants to purchase new ADA-compliant equipment
from us at a discounted price, in return for an extension of their contract with us.

11

Edgar Filing: CARDTRONICS INC - Form 10-K

26



Rehabilitation Act. On November 26, 2006, a U.S. District Court judge ruled that the United States’ currencies (as
currently designed) violate the Rehabilitation Act, a law that prohibits discrimination in government programs on the
basis of disability, as the paper currencies issued by the United States are identical in size and color, regardless of
denomination. As a consequence of this ruling, the United States Treasury conducted a study to determine the options
to make United States paper currency accessible to the blind or visually impaired. It is our understanding that the
Bureau of Engraving and Printing (“BEP”) received that study on or about July 28, 2009, and together with the United
States Treasury and the Federal Reserve, are reviewing the study. Upon the completion of that review, these
institutions will publish their recommendations and thereafter seek public comments (in writing and at public forums)
on those recommendations. Following the public comment period, a final recommendation will be made to the
Secretary of the Treasury, who has authority to change the design and features of the currency notes utilized in the
United States. While it is still uncertain at this time what impact, if any, this process will have on the ATM industry
(including us), it is possible that any changes made to the design of the paper currency notes utilized in the United
States could require us to incur additional costs, which could be substantial, to modify our ATMs in order to store and
dispense such notes.

Dodd-Frank Act. The Dodd-Frank Wall Street Reform and Consumer Protection Act (the “Dodd-Frank Act”), which
contains broad measures aimed at overhauling existing financial regulations within the United States, was signed into
law on July 21, 2010. Among many other things, the Act includes provisions that (1) call for the establishment of a
new Bureau of Consumer Financial Protection, (2) limit the activities that banking entities may engage in, and (3) give
the Federal Reserve the authority to regulate interchange transaction fees charged by electronic funds transfer
networks for electronic debit transactions. Many of the detailed regulations required under the Dodd-Frank Act have
yet to be finalized but are currently required to be finalized on or before July 31, 2011. However, based on the
interpretations of the current language contained within the Dodd-Frank Act, it appears that the regulation of
interchange fees for electronic debit transactions will not apply to ATM cash withdrawal transactions. Accordingly, at
this point, we do not believe that the regulations that are likely to arise from the Dodd-Frank Act will have a material
impact on our operations. However, if ATM cash withdrawal transactions were to fall under the proposed regulatory
framework, and the related interchange fees were reduced from their current levels, such change would likely have a
negative impact on our future revenues and operating profits. Conversely, additional proposed regulations contained
within the Dodd-Frank Act are aimed at providing merchants with additional flexibility in terms of allowing certain
point-of-sale transactions to be paid for in cash rather than with debit or credit cards. Such a change could result in the
increased use of cash at the point-of-sale for some merchants, and thus, could positively impact our future revenues
and operating profits (through increased transaction levels at our ATMs). Finally, the Dodd-Frank Act requires debit
cards to be recognized (or authorized) over at least two non-affiliated networks and provides for rules that would
allow merchants greater flexibility in routing transactions across networks that are more economical for the merchant.
The Federal Reserve requested comments as to whether these network and routing provisions should apply to ATM
transactions. If the final rules provide that the network exclusivity and routing rules do apply to ATM transactions, we
and other ATM operators may be able to conduct ATM transactions in a more economically beneficial manner.

Encrypting PIN Pad and Triple-Data Encryption Standards. Data encryption makes ATMs more tamper-resistant. Two
of the more advanced data encryption methods are commonly referred to as Encrypting PIN Pad (“EPP”) and
Triple-Data Encryption Standard ("Triple-DES").  In 2005, we adopted a policy that any new ATMs we acquire from
a manufacturer must be both EPP and Triple-DES compliant. As of December 31, 2010, all of our Company-owned
and merchant-owned machines were Triple-DES and EPP compliant.

Surcharge Regulation. Although there was criticism by certain members of the U.S. Congress of the increase in
surcharge fees by several financial institutions that were recipients of federal funding under the Troubled Asset Relief
Program (“TARP”), the amount of surcharge an ATM operator may charge a consumer is not currently subject to federal
regulation. However, there have been, and continue to be, various state and local efforts to ban or limit surcharge fees
on certain types of cash withdrawals, generally resulting from pressure created by consumer advocacy groups that
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believe that surcharge fees are unfair to certain cardholders. Generally, U.S. federal courts have ruled against these
efforts. We are currently not aware of any existing bans on surcharge fees and only a small number of states currently
impose a limit as to how much a consumer may be charged. Regardless, there can be no assurance that surcharge fees
will not be banned or limited in the future by federal or local governments in the jurisdictions in which we operate.
Any such bans or limits could have a material adverse effect on us and other independent ATM operators.
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EFT Network Regulations. EFT networks in the United States are subject to extensive regulations that are applicable
to various aspects of our operations and the operations of other ATM network operators. The major source of EFT
network regulations is the Electronic Fund Transfer Act, commonly known as Regulation E. The federal regulations
promulgated under Regulation E establish the basic rights, liabilities, and responsibilities of consumers who use EFT
services and of financial institutions that offer these services. The services covered include, among other services,
ATM transactions. Generally, Regulation E requires us to provide not only a surcharge notice on the ATM screens,
but also on the ATM machines themselves; establishes limits on the consumer’s liability for unauthorized use of his
card; requires us to provide receipts to the consumer and establishes protest procedures for the consumer. During
2010, the number of putative class action lawsuits filed in connection with Regulation E disclosures against financial
institutions and ATM operators alike appears to have increased dramatically. We have been named in two such
lawsuits in 2010 and have subsequently received notices of two more.  We believe that we are in material compliance
with the requirements of Regulation E.  Further, Regulation E provides two “safe-harbor” defenses: (1) that the
disclosure notice was on the ATM, but was removed by someone other than the operator; and (2) that the ATM
operator has a system in place to ensure that it places both notices on the ATM.  We believe these defenses will
prevent any of these cases from having a material adverse impact on our business.

United Kingdom

In the United Kingdom, MasterCard International requires compliance with a chip and PIN standard called Europay,
MasterCard, Visa (“EMV”). The EMV standard provides for the security and processing of information contained on
microchips imbedded in certain debit and credit cards, known as “smart cards.” We completed our compliance efforts in
2008 and as of December 31, 2010, all of our ATMs in the United Kingdom were EMV compliant.

Additionally, the Treasury Select Committee of the House of Commons heard evidence in 2005 from interested
parties with respect to surcharges in the ATM industry. This committee was formed to investigate public concerns
regarding the ATM industry, including (1) adequacy of disclosure to ATM customers regarding surcharges,
(2) whether ATM providers should be required to provide free services in low-income areas, and (3) whether to limit
the level of surcharges. While the committee made numerous recommendations to Parliament regarding the ATM
industry, including a recommendation that ATMs should be subject to the Banking Code (a voluntary code of practice
adopted by all financial institutions in the United Kingdom), the United Kingdom government did not accept the
committee’s recommendations. Despite its rejection of the committee’s recommendations, the U.K. government
sponsored an ATM task force to look at social exclusion in relation to ATM services. As a result of the task force’s
findings, approximately 600 additional free-to-use ATMs, which are ATMs that do not charge a surcharge to the
cardholder, (to be provided by multiple ATM deployers) were required to be installed in low income areas throughout
the United Kingdom. While this was less than a 2% increase in free-to-use ATMs through the United Kingdom, there
is no certainty that other similar proposals will not be made and accepted in the future.

Mexico

The ATM industry in Mexico has been historically operated by financial institutions. The Central Bank of Mexico
(“Banco de Mexico”) supervises and regulates ATM operations of both financial institutions and non-bank ATM
deployers. Although Banco de Mexico’s regulations permit surcharge fees to be charged in ATM transactions, it has
not issued specific regulations for the provision of ATM services. In addition, in order for a non-bank ATM deployer
to provide ATM services in Mexico, the deployer must be affiliated with PROSA-RED or E-Global, which are credit
card and debit card proprietary networks that transmit information and settle ATM transactions between their
participants. As only financial institutions are allowed to be participants of PROSA-RED or E-Global, Cardtronics
Mexico entered into a joint venture with Bansi, who is a member of PROSA-RED. As a financial institution, Bansi
and all entities with which it participates, including Cardtronics Mexico, are regulated by Secretaria de Hacienda y
Crédito Público (the “Ministry of Finance and Public Credit”) and supervised by Comisión Nacional Bancaria y de
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Valores (the “Banking and Securities Commission”). Additionally, Cardtronics Mexico is subject to the provisions of
the Ley del Banco de Mexico (“Law of the Bank of Mexico”), the Ley de Instituciones de Crédito (“Mexican Banking
Law”), and the Ley para la Transparencia y Ordenamiento de los Servicios Financieros (“Law for the Transparency and
Organization of Financial Services”).
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In May 2010, as supplemented in October 2010, rules promulgated by the Central Bank of Mexico became effective
that require ATM operators to choose between receiving an interchange fee from the consumer’s card-issuing bank or a
surcharge fee from the consumer. When a surcharge is received by the ATM operator, the rules prohibit a bank from
charging its cardholder an additional fee. The rules also prohibit a bank from charging its cardholders a surcharge fee
when those cardholders use its ATMs. Cardtronics Mexico elected to assess a surcharge fee rather than selecting the
interchange fee-only option, and subsequently increased the amount of its surcharge fees to compensate for the loss of
interchange fees that it previously earned on such ATM transactions. Although the total cost to the consumer
(including bank fees) of an ATM transaction at a Cardtronics Mexico ATM has stayed approximately the same,
average transaction counts, revenues, and profit per machine have declined. As a result of the above developments, we
have reduced our ATM deployments in Mexico and are working on strategies to reverse or offset the negative effects
of these events. If we are unsuccessful in such efforts, our overall profitability in that market will decline. If such
declines are significant, we may be required to record an impairment charge in future periods to write down the
carrying value of certain existing tangible and intangible assets associated with that operation.

In January 2010, the Central Bank of Mexico decided that the ATMs in the country should be compliant with the
EMV standard. The date of implementation of the EMV standard varies by the risk grade of the ATMs, with high risk
ATMs to be compliant by September 1, 2011; medium risk ATMs by September 1, 2013; and low risk ATMs by
September 1, 2014.  As of December 31, 2010, Cardtronics Mexico had (under the promulgated definition)
approximately 300 high risk ATMs, 300 medium risk ATMs, and 2,300 low risk ATMs.  We expect the
implementation of this standard will require approximately $0.2 million, $0.2 million, and $1.2 million in capital
expenditures during 2011, 2013 and 2014, respectively.

Employees

As of December 31, 2010, we had approximately 535 employees, none which were represented by a union or covered
by a collective bargaining agreement. We believe that our relations with our employees are good.
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ITEM 1A. RISK FACTORS

We depend on ATM and financial services transaction fees for substantially all of our revenues, and our revenues and
profits would be reduced by a decline in the usage of our ATMs and financial services kiosks or a decline in the
number of devices that we operate, whether as a result of global economic conditions or otherwise.

Transaction fees charged to cardholders and their financial institutions for transactions processed on our ATMs and
financial services kiosks, including surcharge and interchange transaction fees, have historically accounted for most of
our revenues. We expect that transaction fees, including fees we receive through our bank branding and surcharge-free
network offerings, will continue to account for a substantial majority of our revenues for the foreseeable future.
Consequently, our future operating results will depend on (1) the continued market acceptance of our services in our
target markets, (2) maintenance of the level of transaction fees we receive, (3) our ability to install, acquire, operate,
and retain more devices, (4) continued usage of our devices by cardholders, and (5) our ability to continue to expand
our surcharge-free and other consumer financial services offerings. If alternative technologies to our services are
successfully developed and implemented, we will likely experience a decline in the usage of our devices. Surcharge
fees, which are determined through negotiations between us and our merchant partners, could be reduced over time.
Further, growth in surcharge-free ATM networks and widespread consumer bias toward these networks could
adversely affect our revenues, even though we maintain our own surcharge-free offerings. Many of our devices are
utilized by consumers that frequent the retail establishments in which our devices are located, including convenience
stores, malls, grocery stores, pharmacies, and other large retailers. If there is a significant slowdown in consumer
spending, and the number of consumers that frequent the retail establishments in which we operate our devices
declines significantly, the number of transactions conducted on those devices, and the corresponding transaction fees
we earn, may also decline.

Although we experienced an increase in our monthly ATM operating revenues per device during 2010, it cannot be
assured that our transaction revenues will not decline in the future. A decline in usage of our devices by cardholders or
in the levels of fees received by us in connection with this usage, or a decline in the number of devices that we
operate, would have a negative impact on our revenues and would limit our future growth.

In the United States, the proliferation of payment options other than cash, including credit cards, debit cards, and
stored-value cards, could result in a reduced need for cash in the marketplace and a resulting decline in the usage of
our ATMs.

The United States has seen a shift in consumer payment trends since the late 1990’s, with more customers now opting
for electronic forms of payment (e.g., credit cards and debit cards) for their in-store purchases over traditional
paper-based forms of payment (e.g., cash and checks). Additionally, merchants are now offering free cash back at the
point-of-sale for customers that utilize debit cards for their purchases, thus providing an additional incentive for
consumers to use these cards. According to the Nilson Report issued in December 2010, cash transaction counts
declined from approximately 37% of all payment transactions in 2005 to approximately 34% in 2009, with declines
also seen in check usage as credit, debit and stored-value card transactions increased. However, in terms of absolute
dollar value, the volume of cash used in payment transactions actually increased from $1.4 trillion in 2005 to $1.6
trillion in 2009. Furthermore, in the past few years, we saw an increase in the number of cash withdrawal transactions
conducted on our domestic ATMs, in part due to the proliferation of stored-value cards, thus implying a continued
demand for cash and convenient, reliable access to that cash. Regardless, the continued growth in electronic payment
methods could result in a reduced need for cash in the marketplace and ultimately, a decline in the usage of our
ATMs.

Interchange fees, which comprise a substantial portion of our transaction revenues, may be lowered at the discretion of
the various EFT networks through which our transactions are routed, or through potential regulatory changes, thus
reducing our future revenues.
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Interchange fees, which represented approximately 30% of our total ATM operating revenues for the year ended
December 31, 2010, are set by the various EFT networks through which transactions conducted on our devices are
routed. Interchange fees are set by each network and typically vary from one network to the next. Accordingly, if
some or all of the networks through which our ATM transactions are routed were to reduce the interchange rates paid
to us or increase their transaction fees charged to us for routing transactions across their network, or both, our future
transaction revenues could decline.
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During 2010, certain networks reduced the net interchange fees paid to ATM deployers for transactions routed
through their networks. For example, effective April 1, 2010, a global network brand reduced the interchange rates it
pays to domestic ATM deployers for ATM transactions routed across its debit network. As a result, we saw certain
financial institutions migrate their volume away from other networks to take advantage of the lower pricing offered by
this network. Additionally, interchange rates in the United Kingdom, which are set by LINK, the United Kingdom’s
primary ATM debit network, declined effective as of January 1, 2011. LINK sets the interchange rates in the United
Kingdom annually by using a cost-based methodology that incorporates the interest rates and cash costs from the
previous year. As a result, the interchange revenues generated by certain of our ATMs in that market will decline in
2011. Based on the number of cash withdrawal transactions in 2010 which we were paid interchange, and based on the
average foreign currency exchange rate during 2010, we expect our interchange revenues in the United Kingdom to
decline by approximately $4.1 million in 2011.

Finally, some federal officials in the United States have expressed concern that consumers using an ATM may not be
aware that in addition to paying the surcharge fee that is disclosed to them at the ATM, their financial institution may
also assess an additional fee to offset any interchange fee assessed to the financial institution by the EFT networks
with regard to that consumer’s transaction. While there are currently no pending legislative actions calling for limits on
the amount of interchange fees that can be charged by the EFT networks to financial institutions for ATM
transactions, there can be no assurance that such legislative actions will not occur in the future.

Any potential future network or legislative actions that affect the amount of interchange fees that can be assessed on a
transaction may adversely affect our revenues. Historically, we have been successful in offsetting the effects of any
such reductions in interchange fees received by us through changes in our business. However, we can give no
assurances that we will be successful in offsetting the effects of any future reductions in the interchange fees received
by us, if and when they occur.

We operate in a changing and unpredictable regulatory environment. If we are subject to new legislation regarding the
operation of our ATMs, we could be required to make substantial expenditures to comply with that legislation, which
may reduce our net income and our profit margins.

With its initial roots in the banking industry, the United States ATM industry is regulated by the rules and regulations
of the federal Electronic Funds Transfer Act, which establishes the rights, liabilities, and responsibilities of
participants in EFT systems. The vast majority of states have few, if any, licensing requirements. However, legislation
related to the United States ATM industry is periodically proposed at the state and local level. Additionally, the recent
increase in surcharge fees by several large financial institutions has prompted certain members of the U.S. Congress to
call for a reexamination of the interchange and surcharge fees that consumers are charged at an ATM. To date, no
such legislation has been enacted that materially adversely affects our business. However, an amendment proposing
limits on the fees that ATM operators, including financial institutions, can charge consumers was recently introduced
in the United States Senate, but was not ultimately included in the final version of the Dodd-Frank Act that was signed
into law. For further discussion on this topic, see the risk factor below entitled The passing of legislation banning or
limiting the fees we receive for transactions conducted on our ATMs would severely impact our revenues.

In the United Kingdom, the ATM industry is largely self-regulating. Most ATMs in the United Kingdom are part of
the LINK network and must operate under the network rules set forth by LINK, including complying with rules
regarding required signage and screen messages. Additionally, legislation is proposed from time-to-time at the
national level, though nothing to date has been enacted that materially affects our business.

Finally, the ATM industry in Mexico has been historically operated by financial institutions. Banco de Mexico
supervises and regulates ATM operations of both financial institutions and non-bank ATM deployers. Although
Banco de Mexico’s regulations permit surcharge fees to be charged in ATM transactions, new rules became effective
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in May 2010 that required ATM operators to elect between receiving interchange fees from card-issuing banks or
surcharge fees from consumers. For further discussion on this topic, see the risk factor below entitled The passing of
legislation banning or limiting the fees we receive for transactions conducted on our ATMs would severely impact our
revenues. In addition, in order for a non-bank ATM deployer to provide ATM services in Mexico, the deployer must
be affiliated with PROSA-RED or E-Global, which are credit card and debit card proprietary networks that transmit
information and settle ATM transactions between their participants. As only financial institutions are allowed to be
participants of PROSA-RED or E-Global, Cardtronics Mexico entered into a joint venture with Bansi, who is a
member of PROSA-RED. As a financial institution, Bansi and all entities in which it participates, including
Cardtronics Mexico, are regulated by the Ministry of Finance and Public Credit and supervised by the Banking and
Securities Commission. Additionally, Cardtronics Mexico is subject to the provisions of the Law of the Bank of
Mexico, the Mexican Banking Law, and the Law for the Transparency and Organization of Financial Services.
Legislation proposed by any of these regulatory bodies, or adverse changes in the laws that we are subject to, may
materially affect our business through the requirement of additional expenditures to comply with that legislation.
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We will continue to monitor all such legislation and attempt, to the extent possible, to prevent the passage of such
laws that we believe are needlessly burdensome or unnecessary. If regulatory legislation is passed in any of the
jurisdictions in which we operate, we could be required to make substantial expenditures which would reduce our net
income.

Deterioration in global credit markets, as well as changes in legislative and regulatory requirements, could have a
negative impact on financial institutions that we conduct business with.

We have a significant number of customer and vendor relationships with financial institutions in all of our key
markets, including relationships in which those financial institutions pay us for the right to place their brands on our
devices. Additionally, we rely on a small number of financial institution partners to provide us with the cash that we
maintain in our Company-owned devices and some of our merchant owned ATMs. Turmoil in the global credit
markets in the future, such as that recently experienced, may have a negative impact on those financial institutions and
our relationships with them. In particular, if the liquidity positions of the financial institutions with which we conduct
business deteriorate significantly, these institutions may be unable to perform under their existing agreements with us.
If these defaults were to occur, we may not be successful in our efforts to identify new branding partners and cash
providers, and the underlying economics of any new arrangements may not be consistent with our current
arrangements. Furthermore, if our existing bank branding partners or cash providers are acquired by other institutions
with assistance from the Federal Deposit Insurance Corp. (“FDIC”), or placed into receivership by the FDIC, it is
possible that our agreements may be rejected in part or in their entirety.

Finally, in response to the recent economic crisis, the Dodd-Frank Act, which contains broad measures that will affect
almost all financial institutions within the United States, was signed into law on July 21, 2010. Among many other
things, the Act includes provisions that (1) call for the establishment of a new Bureau of Consumer Financial
Protection, (2) limit the activities that banking entities may engage in, and (3) give the Federal Reserve Bank the
authority to regulate interchange transaction fees charged by electronic funds transfer networks for electronic debit
transactions. Many of the detailed regulations required under the Act have yet to be finalized and are currently
required to be finalized on or before July 31, 2011. As such, it is unclear at this point what impact these new
regulations will ultimately have on financial institutions with whom we conduct business. However, if those financial
institutions are negatively impacted by such regulations, our future operating results may be similarly impacted.

Further consolidations within the banking industry may impact our branding relationships as existing branding
customers are acquired by other financial institutions, some of which may not be existing branding customers.

In recent years, an unprecedented amount of consolidation unfolded within the United States banking industry. For
example, Washington Mutual, which had over 950 ATMs branded with us, was acquired by JPMorgan Chase, an
existing branding customer of ours, in 2008. Additionally, Wachovia, which had 15 high-transaction ATMs branded
with us, was acquired by Wells Fargo, a bank that was not an existing branding customer of ours, at the end of 2008.
Furthermore, in 2009, Sovereign Bank, which currently has over 1,150 ATMs branded with us, was acquired by
Banco Santander, one of the largest banks in Europe. Although our branding contracts were largely unaffected by
these transactions, we cannot assure you that they will remain unaffected by future consolidations that may occur
within the banking industry, and in particular, our branding partners.

We rely on third parties to provide us with the cash we require to operate many of our devices. If these third parties
were unable or unwilling to provide us with the necessary cash to operate our devices, we would need to locate
alternative sources of cash to operate our devices or we would not be able to operate our business.

In the United States, including Puerto Rico, we rely on Bank of America, Wells Fargo, and Elan to provide us with the
cash that we use in over 20,100 of our domestic devices where cash is not provided by the merchant (“vault cash”). In
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the United Kingdom, we rely on ALCB to provide us with the vault cash that we use in over 2,700 of our ATMs.
Finally, Bansí, S.A., Institución de Banca Múltiple (“Bansi”) is our sole vault cash provider in Mexico and provides us
with the cash that we use in over 2,700 of our ATMs in that market. Under our vault cash rental agreements with these
providers, we pay a vault cash rental fee based on the total amount of vault cash that we are using at any given time.
As of December 31, 2010, the balance of vault cash held in our United States, United Kingdom, and Mexico ATMs
and financial services kiosks was approximately $1.1 billion, $226.2 million, and $40.4 million, respectively.
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Under our vault cash rental agreements, at all times during this process, beneficial ownership of the cash is retained by
the cash providers, and we have no access or right to the cash except for those ATMs that are serviced by our
wholly-owned armored courier operation in the United Kingdom. While our armored courier operation has physical
access to the cash loaded in those machines, beneficial ownership of that cash remains with the cash provider at all
times.

Our existing vault cash rental agreements expire at various times from March 2012 through December 2013.
However, each provider has the right to demand the return of all or any portion of its cash at any time upon the
occurrence of certain events beyond our control, including certain bankruptcy events of us or our subsidiaries, or a
breach of the terms of our cash provider agreements. Other key terms of our agreements include the requirement that
the cash providers provide written notice of their intent not to renew. Such notice provisions typically require a
minimum of 180 to 360 days’ notice prior to the actual termination date. If such notice is not received, then the
contracts will typically automatically renew for an additional one-year period. Additionally, our contract with one of
our vault cash providers contains a provision that allows the provider to modify the pricing terms contained within the
agreement at any time with 90 days prior written notice. However, in the event both parties do not agree to the pricing
modifications, then either party may provide 180 days prior written notice of its intent to terminate.

If our vault cash providers were to demand return of their cash or terminate their arrangements with us and remove
their cash from our devices, or if they fail to provide us with cash as and when we need it for our operations, our
ability to operate our devices would be jeopardized, and we would need to locate alternative sources of vault cash. In
the event this was to happen, the terms and conditions of the new or renewed agreements could potentially be less
favorable to us, which would negatively impact our results of operations. Furthermore, restrictions on our access to
cash to fill our devices could severely restrict our ability to keep our devices operating, and could subject us to
contracted performance penalties.

We derive a substantial portion of our revenue from devices placed with a small number of merchants. If one or more
of our top merchants were to cease doing business with us, or to substantially reduce its dealings with us, our revenues
could decline.

For the year ended December 31, 2010, we derived 52.7% of our total revenues from ATMs and financial services
kiosks placed at the locations of our five largest merchant customers. For the year ended December 31, 2010, our top
five merchants (based on our total revenues) were 7-Eleven, CVS, Walgreens, Target, and Hess. 7-Eleven, which is
the single largest merchant customer in our portfolio, comprised approximately 34% of our total revenues for the year
ended December 31, 2010. Accordingly, a significant percentage of our future revenues and operating income will be
dependent upon the successful continuation of our relationship with 7-Eleven as well as our other top merchants.

The loss of any of our largest merchants or a decision by any one of them to reduce the number of our devices placed
in their locations would result in a decline in our revenues. Furthermore, if their financial condition were to deteriorate
in the future and, as a result, one of more of these merchants was required to close a significant number of their
domestic store locations, our revenues would be significantly impacted. Additionally, these merchants may elect not
to renew their contracts when they expire. The contracts we have with our top five merchants have expiration dates of
July 20, 2017; January 6, 2014; December 31, 2013; January 31, 2016; and December 31, 2013, respectively. Even if
such contracts are renewed, the renewal terms may be less favorable to us than the current contracts. If any of our five
largest merchants enters bankruptcy proceedings and rejects its contract with us, fails to renew its contract upon
expiration, or if the renewal terms with any of them are less favorable to us than under our current contracts, it could
result in a decline in our revenues and gross profits.

In May 2009, we settled a long-standing lawsuit with one of our merchant customers who was the seventh and fifth
largest merchant customer in our portfolio (based on revenues) during the years ended December 31, 2009 and 2008,
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respectively. In accordance with the settlement, our placement agreement with this merchant and the related bank
branding agreement associated with those ATMs were terminated. Furthermore, in May 2010, we were unable to
renew our agreement with one of our merchant customers who was the sixth and seventh largest merchant customer in
our portfolio (based on revenues) during the years ended December 31, 2009 and 2008, respectively. As a result of
these losses, our revenues were negatively impacted during 2009 and 2010, and will continue to be negatively
impacted in the future. Any additional losses of our large merchant customers could result in further declines in our
revenues and gross profits.
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A substantial portion of our revenues and operating profits are generated by our merchant relationship with 7- Eleven.
Accordingly, if 7-Eleven’s financial condition deteriorates in the future and it is required to close some or all of its
store locations, or if our placement agreement with 7-Eleven expires or is terminated, our future financial results
would be significantly impaired.

7-Eleven is the single largest merchant customer in our portfolio, representing approximately 34% of our total
revenues for the year ended December 31, 2010. Accordingly, a significant percentage of our future revenues and
operating income will be dependent upon the successful continuation of our relationship with 7-Eleven. If 7- Eleven’s
financial condition were to deteriorate in the future and, as a result, it was required to close a significant number of its
domestic store locations, our financial results would be significantly impacted. Additionally, while the underlying
placement agreement with 7-Eleven has an initial term of 10 years, we may not be successful in renewing such
agreement with 7-Eleven upon the end of that initial term, or such renewal may occur with terms and conditions that
are not as favorable to us as those contained in the current agreement. Furthermore, the placement agreement executed
with 7-Eleven contains certain terms and conditions that, if we fail to meet such terms and conditions, gives 7-Eleven
the right to terminate the placement agreement or our exclusive right to provide certain services.

We rely on EFT network providers, transaction processors, armored courier providers, and maintenance providers to
provide services to our ATMs. If some of these providers that service a significant number of our ATMs fail or no
longer agree to provide their services, we could suffer a temporary loss of transaction revenues or the permanent loss
of any merchant contract affected by such disruption.

We rely on EFT network providers and have agreements with transaction processors, armored courier providers, and
maintenance providers and have more than one such provider in each of these key areas. These providers enable us to
provide card authorization, data capture, settlement, and cash management and maintenance services to the merchants
we serve. Typically, these agreements are for periods of up to two or three years each. If we improperly manage the
renewal or replacement of any expiring vendor contract, or a key vendor failed to provide the services for which we
have contracted and disruption of service to our merchants occurs, our relationship with those merchants could suffer.

While we do have more than one provider for each of the services that we rely on third parties to perform, certain of
these providers currently service a significant number of our ATMs. Although we may be able to transition these
services to alternative service providers, this could be a time-consuming and costly process. In the event one of such
service providers was unable to deliver services to us, we could suffer a significant disruption in our business, which
could result in a material impact to our financial results.

For example, during the fourth quarter of 2007 and the full year of 2008, our results of operations were negatively
impacted by a higher percentage of downtime experienced by our ATMs in the United Kingdom as a result of certain
third-party service-related issues. If such disruption of service should recur, our relationships with the affected
merchants could be materially negatively impacted. Furthermore, any disruptions in service in any of our markets,
whether caused by us or by third party providers, may result in a loss of revenues under certain of our contractual
arrangements that contain minimum service-level requirements.

Additionally, in February 2010, Mount Vernon Money Center (“MVMC”), one of our third-party armored service
providers in the Northeast United States, ceased all cash replenishment operations for its customers following the
arrest of its founder and principal owner on charges of bank fraud. Shortly thereafter, the U.S. District Court in the
Southern District of New York (the “SDNY”) appointed a receiver (the “Receiver”) to, among other things, seize all of the
assets in the possession of MVMC. As a result of these actions, we were required to convert over 1,000 ATMs that
were being serviced by MVMC to another third-party armored service provider, resulting in a minor amount of
downtime being experienced by those ATMs and some one-time service conversion costs. Further, based upon a
federal indictment in the SDNY of MVMC’s President and of its Chief Operating Officer (the “Indictment”), it appears
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that all or some of the cash which was delivered to MVMC’s vaults for the sole purpose of loading such cash into our
ATMs was misappropriated by MVMC. We estimate that, immediately prior to the cessation of MVMC’s operations,
the amount of vault cash that MVMC should have been holding for loading into our ATMs totaled approximately
$16.2 million.
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The Indictment alleges that the defendants defrauded multiple financial institutions and seeks the forfeiture to the
United States government from the defendants in an amount of at least $75 million. In September 2010, MVMC’s
President pleaded guilty to one or more of the counts set forth in the Indictment and a $70 million judgment was
entered against him. With such conviction, it is our belief that the U.S. Government will distribute forfeited assets it
obtains to the victims of the crime. We intend to seek recovery from such forfeited assets. Additionally, on May 27,
2010, MVMC, under the control of the Receiver, filed a voluntary petition for relief under Chapter 11 of the United
States Bankruptcy Code. Accordingly, at this point, it is uncertain what amount, if any, may ultimately be made
available to us from the vault cash seized by law enforcement authorities, other assets that may be forfeited to the
United States government, other assets controlled by the Receiver or in the MVMC bankruptcy estate, or from other
potential sources of recovery, including proceeds from any insurance policies held by MVMC and/or its owner.
Regardless, we currently believe that our existing insurance policies will cover any residual cash losses resulting from
this incident, less related deductible payments. Because we cannot reasonably estimate the amount of residual cash
losses that may ultimately result from this incident at this point in time, no contingent loss has been reflected in our
Consolidated Statements of Operations. If new information comes to light and the recovery of any resulting cash
losses is no longer deemed to be probable, we may be required to recognize such losses without a corresponding
insurance receivable.

If we, our transaction processors, our EFT networks or other service providers experience system failures, the
products and services we provide could be delayed or interrupted, which would harm our business.

Our ability to provide reliable service largely depends on the efficient and uninterrupted operations of our EFT
transaction processing platform, third-party transaction processors, telecommunications network systems, and other
service providers. Accordingly, any significant interruptions could severely harm our business and reputation and
result in a loss of revenues. Additionally, if any such interruption is caused by us, especially in those situations in
which we serve as the primary transaction processor, such interruption could result in the loss of the affected
merchants or damage our relationships with such merchants. Our systems and operations and those of our transaction
processors and our EFT network and other service providers could be exposed to damage or interruption from fire,
natural disaster, unlawful acts, terrorist attacks, power loss, telecommunications failure, unauthorized entry, and
computer viruses. We cannot be certain that any measures we and our service providers have taken to prevent system
failures will be successful or that we will not experience service interruptions.

Our armored transport business exposes us to additional risks beyond those currently experienced by us in the
ownership and operation of ATMs.

During 2008, we implemented our own armored courier operation in the United Kingdom which was further expanded
to two cash depot facilities during 2010. As of December 31, 2010, we were providing armored services to
approximately 1,380 (about half) of our ATMs in that market. The armored transport business exposes us to
significant risks, including the potential for cash-in-transit losses, as well as claims for personal injury, wrongful
death, worker's compensation, punitive damages, and general liability. While we will seek to maintain appropriate
levels of insurance to adequately protect us from these risks, there can be no assurance that we will avoid significant
future claims or adverse publicity related thereto. Furthermore, there can be no assurance that our insurance coverage
will be adequate to cover potential liabilities or that insurance coverage will remain available at costs that are
acceptable to us. The availability of quality and reliable insurance coverage is an important factor in our ability to
successfully operate this aspect of our operations. A successful claim brought against us for which coverage is denied
or that is in excess of our insurance coverage could have a material adverse effect on our business, financial condition
and results of operations.

Security breaches could harm our business by compromising customer information and disrupting our transaction
processing services, thus damaging our relationships with our merchant customers and exposing us to liability.
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As part of our transaction processing services, we electronically process and transmit sensitive cardholder
information. In recent years, companies that process and transmit this information have been specifically and
increasingly targeted by sophisticated criminal organizations in an effort to obtain the information and utilize it for
fraudulent transactions. Unauthorized access to our computer systems, or those of our third-party service providers,
could result in the theft or publication of the information or the deletion or modification of sensitive records, and
could cause interruptions in our operations. While the security risks outlined above are mitigated by the use of
encryption and other techniques, any inability to prevent security breaches could damage our relationships with our
merchant customers and expose us to liability.
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Computer viruses or unauthorized software (malware) could harm our business by disrupting our transaction
processing services, causing noncompliance with network rules and damaging our relationships with our merchant
customers.

Computer viruses or malware could infiltrate our systems, thus disrupting our delivery of services and making our
applications unavailable. Although we utilize several preventative and detective security controls in our network, any
inability to prevent computer viruses or malware could damage our relationships with our merchant customers and
cause us to be in non-compliance with applicable network rules and regulations.

Operational failures in our EFT transaction processing facilities could harm our business and our relationships with
our merchant customers.

An operational failure in our EFT transaction processing facilities could harm our business and damage our
relationships with our merchant customers. Damage or destruction that interrupts our transaction processing services
could damage our relationships with our merchant customers and could cause us to incur substantial additional
expense to repair or replace damaged equipment. We have installed back-up systems and procedures to prevent or
react to such disruptions. However, a prolonged interruption of our services or network that extends for more than
several hours (i.e., where our backup systems are not able to recover) could result in data loss or a reduction in
revenues as our devices would be unable to process transactions. In addition, a significant interruption of service could
have a negative impact on our reputation and could cause our present and potential merchant customers to choose
alternative service providers, as well as subject us to fines or penalties related to contractual service agreements.

Errors or omissions in the settlement of merchant funds could damage our relationships with our merchant customers
and expose us to liability.

We are responsible for maintaining accurate bank account information for our merchant customers and accurate
settlements of funds into these accounts based on the underlying transaction activity. This process relies on accurate
and authorized maintenance of electronic records. Although we have certain controls in place to help ensure the safety
and accuracy of our records, errors or unauthorized changes to these records could result in the erroneous or
fraudulent movement of funds, thus damaging our relationships with our merchant customers and exposing us to
liability.

Changes in interest rates could increase our operating costs by increasing interest expense under our credit facilities
and our vault cash rental costs.

Interest on amounts borrowed under our revolving credit facility is based on a floating interest rate, and our vault cash
rental expense is partially based on floating interest rates. As a result, our interest expense and cash management costs
are sensitive to changes in interest rates. Vault cash is the cash we use in our machines in cases where cash is not
provided by the merchant. We pay rental fees on the average amount of vault cash outstanding in our ATMs under
floating rate formulas based on a spread above various LIBOR rates to Bank of America, Wells Fargo, and Elan in the
United States (including Puerto Rico) and ALCB in the United Kingdom. Additionally, in Mexico, we pay a monthly
rental fee to our vault cash provider under a formula based on the Interbank Equilibrium Interest Rate (commonly
referred to as the “TIIE”). Although we currently hedge a significant portion of our vault cash interest rate risk related to
our operations in the United States through December 31, 2016 and in the United Kingdom through December 31,
2013 by using interest rate swap agreements, we may not be able to enter into similar arrangements for similar
amounts in the future. Furthermore, we have not currently entered into any derivative financial instruments to hedge
our variable interest rate exposure in Mexico. Any significant future increases in interest rates could have a negative
impact on our earnings and cash flow by increasing our operating costs and expenses. See Part II, Item 7.
Management’s Discussion and Analysis of Financial Condition and Results of Operations — Disclosure about Market
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Risk; Interest Rate Risk.
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We maintain a significant amount of cash within our Company-owned devices, which is subject to potential loss due
to theft or other events, including natural disasters.

As of December 31, 2010, there was approximately $1.4 billion in vault cash held in our domestic and international
devices. Although legal and equitable title to such cash is held by the cash providers, any loss of such cash from our
ATMs through theft or other means is typically our responsibility. We typically require that our cash service providers
maintain adequate insurance coverage in the event cash losses occur as a result of misconduct or negligence on the
part of such providers. However, we also maintain our own insurance policies to cover a significant portion of any
losses that may occur that may ultimately not be covered by the insurance policies maintained by our service
providers. In the event we incur losses that are covered by our insurance carriers, we will be required to fund a portion
of those losses through the payment of any related deductible amounts under those policies. Furthermore, any increase
in the frequency and/or amounts of such thefts and losses could negatively impact our operating results as a result of
higher deductible payments and increased insurance premiums. Additionally, any damage sustained to our merchant
customers’ store locations in connection with any ATM-related thefts, if extensive and frequent enough in nature,
could negatively impact our relationships with such merchants and impair our ability to deploy additional ATMs in
those locations (or new locations) with those merchants in the future. Finally, impacted merchants may request, and
have requested on a limited basis, that we remove ATMs from store locations that have suffered damage as a result of
ATM-related thefts, thus negatively impacting our financial results.

The ATM industry is highly competitive and such competition may increase, which may adversely affect our profit
margins.

The ATM business is and can be expected to remain highly competitive. Our principal competition comes from
independent ATM companies in the United States and the United Kingdom, and national and regional financial
institutions in the United Kingdom and Mexico. Additionally, we experience competition from national and regional
financial institutions in the United States that are not currently bank branding customers or members of our Allpoint
surcharge-free ATM network. Our competitors could prevent us from obtaining or maintaining desirable locations for
our devices, cause us to reduce the surcharge revenue generated by transactions at our devices, or cause us to pay
higher merchant fees, thereby reducing our profits. In addition to our current competitors, additional competitors may
enter the market. We can offer no assurance that we will be able to compete effectively against these current and
future competitors. Increased competition could result in transaction fee reductions, reduced gross margins and loss of
market share.

The election of our merchant customers to not participate in our surcharge-free network offerings could impact the
networks’ effectiveness, which would negatively impact our financial results.

Financial institutions that are members of Allpoint pay a fee in exchange for allowing their cardholders to use selected
Company-owned and/or managed ATMs on a surcharge-free basis. The success of Allpoint is dependent upon the
participation by our merchant customers in such networks. In the event a significant number of our merchants elect
not to participate in such networks, the benefits and effectiveness of the networks would be diminished, thus
potentially causing some of the participating financial institutions to not renew their agreements with us, and thereby
negatively impacting our financial results.

We may be unable to integrate our future acquisitions in an efficient manner and inefficiencies would increase our
cost of operations and reduce our profitability.

We have been an active business acquirer both in the United States and internationally, and may continue to be active
in the future. The acquisition and integration of businesses involves a number of risks. The core risks are in the areas
of valuation (negotiating a fair price for the business based on inherently limited due diligence) and integration
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(managing the complex process of integrating the acquired company’s people, products, technology and other assets so
as to realize the projected value of the acquired company and the synergies projected to be realized in connection with
the acquisition).

The process of integrating operations could cause an interruption of, or loss of momentum in, the activities of one or
more of our combined businesses and the possible loss of key personnel. The diversion of management’s attention and
any delays or difficulties encountered in connection with acquisitions and the integration of the companies’ operations
could have an adverse effect on our business, results of operations, financial condition or prospects.

In addition, acquired businesses may not achieve anticipated revenues, earnings or cash flows. Any shortfall in
anticipated revenues, earnings or cash flows could require us to write down the carrying value of the intangible assets
associated with any acquired company, which would adversely affect our reported earnings. For example, during the
year ended December 31, 2008, we recorded a $50.0 million impairment charge to write down the value of the
goodwill associated with our investment in our United Kingdom operations.
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Since May 2001, we have acquired 14 ATM networks and one surcharge-free ATM network. Prior to our E*TRADE
Access acquisition in June 2004, we had acquired only the assets of deployed ATM networks, rather than businesses
and their related infrastructure. We currently anticipate that our future acquisitions will likely reflect a mix of asset
acquisitions and acquisitions of businesses, with each acquisition having its own set of unique characteristics. To the
extent that we elect to acquire an existing company or the operations, technology, and personnel of another ATM
provider, we may assume some or all of the liabilities associated with the acquired company and face new and added
challenges integrating such acquisition into our operations.

Any inability on our part to effectively manage our past or future growth could limit our ability to successfully grow
the revenue and profitability of our business.

Our international operations involve special risks and may not be successful, which would result in a reduction of our
gross profits.

As of December 31, 2010, 16.0% of our devices were located in the United Kingdom and Mexico. Those devices
contributed 15.4% of our gross profits (exclusive of depreciation, accretion, and amortization) for the year ended
December 31, 2010. We expect to continue to expand in the United Kingdom and Mexico and potentially into other
countries as opportunities arise. However, our international operations are subject to certain inherent risks, including:

•exposure to currency fluctuations, including the risk that our future reported operating results could be negatively
impacted by unfavorable movements in the functional currencies of our international operations relative to the
United States dollar, which represents our consolidated reporting currency;

•difficulties in complying with the different laws and regulations in each country and jurisdiction in which we
operate, including unique labor and reporting laws;

•unexpected changes in laws, regulations, and policies of foreign governments or other regulatory bodies, including
changes that could potentially disallow surcharging or that could result in a reduction in the amount of interchange
or other transaction fees received per transaction;

• unanticipated political and social instability that may be experienced;

•rising crime rates in certain of the areas we operate in, including increased incidents of crimes against store
personnel where our ATMs are located;

•difficulties in staffing and managing foreign operations, including hiring and retaining skilled workers in those
countries in which we operate;

•decreased ATM usage related to decreased travel and tourism in the markets that we operate in, such as our ATMs
in Mexico that are located in tourist destinations; and

• potential adverse tax consequences, including restrictions on the repatriation of foreign earnings.

Any of these factors could reduce the profitability and revenues derived from our international operations and
international expansion. For example, during the latter half of 2008 and during 2009, we incurred reduced reported
revenues as a consequence of the United States dollar strengthening relative to the British pound and Mexican peso.
Additionally, the recent regulatory changes in Mexico have had an adverse impact on our transaction volumes in that
market. Furthermore, the recent political and social instability in Mexico resulting from an increase in drug-related
violence could negatively impact the level of transactions incurred on our existing devices in that market, as well as

Edgar Filing: CARDTRONICS INC - Form 10-K

48



our ability to successfully grow our business there. See further discussion on this topic in the above risk factor entitled
The passing of legislation banning or limiting the fees we receive for transactions conducted on our ATMs would
severely impact our revenues.
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Our possible expansion efforts into new international markets involve unique risks and may not be successful.

We may continue to expand our operations internationally with a likely focus on high growth emerging markets, such
as those in Central and Eastern Europe, Central and South America, and the Asia-Pacific region. Because the
off-premise ATM industry is relatively undeveloped in these emerging markets, we may not be successful in these
expansion efforts. In particular, many of these markets do not currently employ or support an off-premise ATM
surcharging model, meaning that we would have to rely on interchange fees as our primary source of revenues. While
we have had some success in deploying non-surcharging ATMs in selected markets, such a model requires significant
transaction volumes to make it economically feasible to purchase and deploy ATMs. Furthermore, most of the ATMs
in these markets are owned and operated by financial institutions, thus increasing the risk that cardholders would be
unwilling to utilize an off-premise ATM with an unfamiliar brand. Finally, the regulatory environments in many of
these markets are evolving and unpredictable, thus increasing the risk that a particular deployment model chosen at
inception may not be economically viable in the future.

If we experience impairments of our goodwill or other intangible assets, we will be required to record a charge to
earnings, which may be significant.

We have a large amount of goodwill and other intangible assets and are required to perform periodic assessments for
any possible impairment for accounting purposes. As of December 31, 2010, we had goodwill and other intangible
assets of $239.4 million, or 52.6% of our total assets. We periodically evaluate the recoverability and the amortization
period of our intangible assets under accounting principles generally accepted in the United States ("U.S. GAAP").
Some of the factors that we consider to be important in assessing whether or not impairment exists include the
performance of the related assets relative to the expected historical or projected future operating results, significant
changes in the manner of our use of the assets or the strategy for our overall business, and significant negative
industry or economic trends. These factors, assumptions, and any changes in them could result in an impairment of
our goodwill and other intangible assets. In the event we determine our goodwill or amortizable intangible assets are
impaired, we may be required to record a significant charge to earnings in our financial statements, which would
negatively impact our results of operations and that impact could be material. For example, during the year ended
December 31, 2008, we recorded a $50.0 million goodwill impairment charge. Additionally, during the years ended
December 2010, 2009 and 2008, we recorded $0.2 million, $0.4 million and $0.4 million, respectively, in net
impairment charges associated with intangibles related to our acquired merchant contracts/relationships. Other
impairment charges in the future may also adversely affect our results of operations.

Additionally, the new and potential regulatory issues facing our Mexico operations could result in the potential
impairment of assets associated with those operations. Although the annual impairment test performed at December
31, 2010 did not indicate an impairment of goodwill related to our Mexico operations, the difference between the fair
value and the carrying value of that reporting unit significantly decreased compared to a year ago. We have plans to
mitigate the impact of the decreased transaction levels in Mexico, and have several initiatives that are currently being
developed, which, if successful, would likely generate better operating results than the estimated results in the
analysis. For further discussion on this topic, see the above risk factor entitled The passing of legislation banning or
limiting the fees we receive for transactions conducted on our ATMs would severely impact our revenues.

We have a substantial amount of indebtedness, which may adversely affect our cash flow and our ability to operate
our business, remain in compliance with debt covenants, and make payments on our indebtedness.

As of December 31, 2010, we had outstanding indebtedness of approximately $254.8 million, which represents 85.2%
of our total capitalization of $299.1 million. Our substantial indebtedness could have important consequences to you.
For example, it could:
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•make it more difficult for us to satisfy our obligations with respect to our indebtedness, and any failure to comply
with the obligations of any of our debt instruments, including financial and other restrictive covenants, could result
in an event of default under the indentures governing our senior subordinated notes and the agreements governing
our other indebtedness;

•require us to dedicate a substantial portion of our cash flow in the future to pay principal and interest on our debt,
which will reduce the funds available for working capital, capital expenditures, acquisitions, and other general
corporate purposes;

• limit our flexibility in planning for and reacting to changes in our business and in the industry in which we operate;
•make us more vulnerable to adverse changes in general economic, industry and competitive conditions, and adverse

changes in government regulation; and
• limit our ability to borrow additional amounts for working capital, capital expenditures, acquisitions, debt service

requirements, execution of our growth strategy, research and development costs, or other purposes.
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Any of these factors could materially and adversely affect our business and results of operations. If we do not have
sufficient earnings to service our debt, we may be required to refinance all or part of our existing debt, sell assets,
borrow more money or sell securities, none of which we can guarantee we will be able to do.

The terms of our credit agreement and the indentures governing our senior subordinated notes may restrict our current
and future operations, particularly our ability to respond to changes in our business or to take certain actions.

Our credit agreement and the indentures governing our senior subordinated notes include a number of covenants that,
among other items, restrict or limit our ability to:

• sell or transfer property or assets;
• pay dividends on or redeem or repurchase stock;
• merge into or consolidate with any third party;

• create, incur, assume or guarantee additional indebtedness;
• create certain liens;
• make investments;

• engage in transactions with affiliates;
• issue or sell preferred stock of restricted subsidiaries; and

• enter into sale and leaseback transactions.

In addition, we are required by our credit agreement to adhere to certain covenants and maintain specified financial
ratios. While we currently have the ability to borrow the full amount available under our credit agreement, as a result
of these ratios, we may be limited in the manner in which we conduct our business in the future and may be unable to
engage in favorable business activities or finance our future operations or capital needs. Accordingly, these
restrictions may limit our ability to successfully operate our business and prevent us from fulfilling our debt
obligations. A failure to comply with the covenants or financial ratios could result in an event of default. In the event
of a default under our credit agreement, the lenders could exercise a number of remedies, some of which could result
in an event of default under the indentures governing the senior subordinated notes. An acceleration of indebtedness
under our credit agreement would also likely result in an event of default under the terms of any other financing
arrangement we have outstanding at the time. If any or all of our debt were to be accelerated, we cannot assure you
that our assets would be sufficient to repay our indebtedness in full. If we are unable to repay any amounts outstanding
under our bank credit facility when due, the lenders will have the right to proceed against the collateral securing our
indebtedness. See Part II, Item 7. Management’s Discussion and Analysis of Financial Condition and Results of
Operations — Liquidity and Capital Resources — Financing Facilities.

We incurred substantial losses in the past and may incur losses again in the future.

Although we generated a net profit in the last two years of $41.0 million and $5.3 million for the years ended
December 31, 2010 and 2009, respectively, we incurred net losses in the preceding years. As of December 31, 2010,
we had an accumulated deficit of $56.0 million. There can be no guarantee that we will continue to achieve
profitability in the future. Even if we continue to be profitable, given the competitive and evolving nature of the
industry in which we operate, we may not be able to sustain or increase such profitability on a quarterly or annual
basis.

The passing of legislation banning or limiting the fees we receive for transactions conducted on our ATMs would
severely impact our revenues.

Despite the nationwide acceptance of surcharge fees at ATMs in the United States since their introduction in 1996,
consumer activists have from time to time attempted to impose local bans or limits on surcharge fees. Even in the few
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instances where these efforts have passed the local governing body (such as with an ordinance adopted by the city of
Santa Monica, California), federal courts have overturned these local laws on federal preemption grounds. Although
Section 1044 of the Dodd-Frank Act passed in July 2010 contains a provision that will limit the application of federal
preemption with respect to state laws that do not discriminate against national banks, federal preemption will not be
affected by local municipal laws, where such proposed bans or limits often arise. More recently, some federal officials
have expressed concern that surcharge fees charged by banks and non-bank ATM operators are unfair to consumers.
To that end, an amendment proposing limits on the fees that ATM operators, including financial institutions, can
charge consumers was recently introduced in the United States Senate, but was not ultimately included in the final
version of the Dodd-Frank Act that was signed into law. If similar proposed legislation were to be enacted in the
future, and the amount we were able to charge for consumers to use our ATMs was reduced, our revenues and related
profitability would be negatively impacted. Furthermore, if such limits were set at levels that are below our current or
future costs to operate our ATMs, it would have a material adverse impact on our ability to continue to operate under
our current business model.
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In the United Kingdom, the Treasury Select Committee of the House of Commons published a report regarding
surcharges in the ATM industry in March 2005. Following this report, this committee was formed to investigate
public concerns regarding the ATM industry, including (1) adequacy of disclosure to ATM customers regarding
surcharges, (2) whether ATM providers should be required to provide free services in low-income areas and (3)
whether to limit the level of surcharges. While the committee made numerous recommendations to Parliament
regarding the ATM industry, including that ATMs should be subject to the Banking Code (a voluntary code of
practice adopted by all financial institutions in the United Kingdom), the United Kingdom government did not accept
the committee’s recommendations. Despite the rejection of the committee’s recommendations, the United Kingdom
government sponsored an ATM task force to look at social exclusion in relation to ATM services. As a result of the
task force’s findings, approximately 600 additional free-to-use ATMs (to be provided by multiple ATM providers)
were required to be installed in low income areas throughout the United Kingdom. While this was less than a 2%
increase in free-to-use ATMs throughout the United Kingdom, there is no certainty that other similar proposals will
not be made and accepted in the future. If the legislature or another body with regulatory authority in the United
Kingdom were to impose limits on the level of surcharges for ATM transactions, our revenue from operations in the
United Kingdom would be negatively impacted.

In Mexico, surcharging for off-premise ATMs was legalized in late 2003, but was not formally implemented until July
2005. In early October 2009, the Central Bank of Mexico adopted new rules regarding how ATM operators disclose
fees to consumers. The objective of these rules was to provide more transparency to the consumer regarding the cost
of a specific ATM transaction, rather than to limit the amount of fees charged to the consumer. Such rules, which
became effective in May 2010, required ATM operators to elect between receiving interchange fees from card-issuing
banks or surcharge fees from consumers. Cardtronics Mexico elected to assess a surcharge fee on the consumer rather
than select the interchange fee-only option, and subsequently raised the level of its surcharge fees in order to recoup
the interchange fees it is no longer receiving. Since the new fee structure became effective, the number of cash
withdrawal transactions conducted on Cardtronics Mexico’s ATMs has substantially declined on a same-store basis as
compared to the same period in 2009, and, to date, there has been no indication that suggests transaction levels will
recover to levels experienced prior to the new rules being in effect. At the current transaction levels, the additional
surcharge fee amounts at a number of Cardtronics Mexico’s ATMs are not sufficient to offset the lost interchange
revenues, which has resulted in lower revenues and profitability per ATM in that market.

Additionally, in late October 2010, an additional rule went into effect in Mexico that prohibits a bank from assessing
any ATM usage fee at its ATMs on any of its accountholders. While this rule does not affect Cardtronics Mexico’s
ability to assess a surcharge fee to any cardholder who uses our ATMs (other than the accountholders of Bansi, our
sponsoring financial institution in Mexico and equity partner in Cardtronics Mexico, whom we have never assessed
any fees and which represent less than 1% of the total transactions conducted on Cardtronics Mexico’s ATMs), this
new rule may further motivate cardholders to use their own bank’s ATMs in order to avoid any fees whatsoever and
thus further reduce transactions at Cardtronics Mexico’s ATMs.

As a result of the above developments, we have reduced our ATM deployments in Mexico in order to better measure
the impact of the above rules on our ATM transaction levels and related profits. If we are unsuccessful in our efforts to
implement certain measures to mitigate the effects of these new rules in Mexico, our overall profitability in that
market will decline and we may be required to record an impairment charge in future periods to write-down the
carrying value of certain existing tangible and intangible assets associated with that operation.

Furthermore, one of our primary merchant contracts in Mexico requires us to install a certain number of ATMs within
a specified period of time in order to maintain exclusive rights to deploy ATMs at their retail locations. As a result of
the negative effects of the recent regulatory changes to the Cardtronics Mexico business and our decision to reduce
our ATM deployments, we could lose our exclusivity rights with this merchant.
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Potential new currency designs may require modifications to our ATMs that could severely impact our cash flows.

On November 26, 2006, a U.S. District Court judge ruled that the United States’ currencies (as currently designed)
violate the Rehabilitation Act, a law that prohibits discrimination in government programs on the basis of disability, as
the paper currencies issued by the United States are identical in size and color, regardless of denomination. As a
consequence of this ruling, the United States Treasury conducted a study to determine the options to make United
States paper currency accessible to the blind or visually impaired. It is our understanding that the BEP received that
study on or about July 28, 2009, and together with the United States Treasury and the Federal Reserve, are reviewing
the study. Upon the completion of that review, these institutions will publish their recommendations and thereafter
seek public comments (in writing and at public forums) on those recommendations. Following the public comment
period, a final recommendation will be made to the Secretary of the Treasury, who has authority to change the design
and features of the currency notes utilized in the United States. While it is still uncertain at this time what impact, if
any, this process will have on the ATM industry (including us), it is possible that any changes made to the design of
the paper currency notes utilized in the United States could require us to incur additional costs, which could be
substantial, to modify our ATMs in order to store and dispense such notes.

Noncompliance with established EFT network rules and regulations could expose us to fines and penalties and could
negatively impact our results of operations. Additionally, new EFT network rules and regulations could require us to
expend significant amounts of capital to remain in compliance with such rules and regulations.

Our transactions are routed over various EFT networks to obtain authorization for cash disbursements and to provide
account balances. These networks include Star, Pulse, NYCE, Cirrus, and Plus in the United States; LINK in the
United Kingdom; and PROSA-RED in Mexico. EFT networks set the interchange fees that they charge to the
financial institutions, as well as the amounts paid to us. Additionally, EFT networks, including MasterCard and Visa,
establish rules and regulations that ATM providers, including ourselves, must comply with in order for member
cardholders to use those ATMs. Failure to comply with such rules and regulations could expose us to penalties and/or
fines, which could negatively impact our financial results. For example, in the United Kingdom, MasterCard and Visa
require compliance with the EMV security standard. This standard provides for the security and processing of
information contained on microchips imbedded in certain debit and credit cards, known as “smart cards.” While we
completed our compliance efforts in this regard in 2008, we incurred $1.2 million in charges earlier that year due to
transactions conducted on our machines with counterfeit cards prior to the completion of our EMV certification
efforts. In January 2010, the Central Bank of Mexico decided that the ATMs in the country should be compliant with
the EMV standard as well. The date of implementation of the EMV standard varies by the risk grade of the ATMs,
with high risk ATMs implemented by September 1, 2011; medium risk ATMs by September 1, 2013; and low risk
ATMs by September 1, 2014.  As of December 31, 2010, Cardtronics Mexico had approximately 300 high risk ATMs,
300 medium risk ATMs, and 2,300 low risk ATMs.  We expect the implementation of this standard will require
approximately $0.2 million, $0.2 million, and $1.2 million in capital expenditures during 2011, 2013 and 2014,
respectively.

In addition to the above, new rules or regulations enacted by the EFT networks could require us to expend significant
sums of capital to ensure that our ATMs and financial services kiosks remain in compliance with such rules and
regulations. For example, we expended significant sums of capital in recent years to meet the Triple-DES security
standard mandated by MasterCard and Visa. Similar rules and regulations that may be enacted in the future could
result in us having to make additional capital outlays in order to remain in compliance, some of which could be
significant.

The majority of the electronic debit networks over which our transactions are conducted require sponsorship by a
bank.
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In each of the geographic segments in which we operate, bank sponsorship is required in order to process transactions
over certain networks. In the United States, our largest geographic segment by revenues, bank sponsorship is required
on the significant majority of our transactions and we currently rely on one primary sponsor bank for access to the
applicable networks. In our United Kingdom segment, only international transactions require bank sponsorship. In
Mexico, all ATM transactions require bank sponsorship, which is currently provided by our noncontrolling interest
partner.  If our current sponsor banks decide to no longer provide this service, or are no longer financially capable of
providing this service as may be determined by certain networks, it may be difficult to find an adequate replacement at
a cost similar to what we incur today, or potentially, we could incur a temporary service disruption for certain
transactions in the event we lose or do not retain bank sponsorship.

Developments in electronic financial transactions could materially reduce our transaction levels and revenues.

Certain developments in the field of electronic financial transactions may reduce the need for services offered at our
devices in the future. These developments could encompass technological changes and advancement in the areas of
payments as well as physical self-service financial devices, governmental actions, customer preferences, as well as
other factors. If transaction levels over our existing ATM locations were to decrease as a result of one or several of
these developments, our business could be adversely affected.
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The passing of anti-money laundering legislation could cause us to lose certain merchant accounts and reduce our
revenues.

Recent concerns by the U.S. federal government regarding the use of ATMs to launder money could lead to the
imposition of additional regulations on our sponsoring financial institutions and our merchant customers regarding the
source of cash loaded into their ATMs. In particular, such regulations could result in the incurrence of additional costs
by individual merchants who load their own cash, thereby making their ATMs less profitable. Accordingly, some
individual merchants may decide to discontinue their ATM operations, thus reducing the number of merchant-owned
accounts that we currently manage. If such a reduction were to occur, we would see a corresponding decrease in our
revenues.

Our operating results have fluctuated historically and could continue to fluctuate in the future, which could affect our
ability to maintain our current market position or expand.

Our operating results have fluctuated in the past and may continue to fluctuate in the future as a result of a variety of
factors, many of which are beyond our control, including the following:

•changes in general economic conditions and specific market conditions in the ATM and financial services
industries;

• changes in payment trends and offerings in the markets in which we operate;
• competition from other companies providing the same or similar services that we offer;

• the timing and magnitude of operating expenses, capital expenditures, and expenses related to the expansion of
sales, marketing, and operations, including as a result of acquisitions, if any;

• the timing and magnitude of any impairment charges that may materialize over time relating to our goodwill,
intangible assets or long-lived assets;

• changes in the general level of interest rates in the markets in which we operate;
• changes in regulatory requirements associated with the ATM and financial services industries;

• changes in the mix of our current services;
• changes in the financial condition and credit risk of our customers; and

• changes in the financial condition and operational execution of our key vendors and service providers.

Any of the foregoing factors could have a material adverse effect on our business, results of operations, and financial
condition. Although we have experienced growth in revenues in recent years, this growth rate is not necessarily
indicative of future operating results. A relatively large portion of our expenses are fixed in the short-term, particularly
with respect to personnel expenses, depreciation and amortization expenses, and interest expense. Therefore, our
results of operations are particularly sensitive to fluctuations in revenues. As such, comparisons to prior periods
should not be relied upon as indications of our future performance.

If we lose key personnel or are unable to attract additional qualified personnel as we grow, our business could be
adversely affected.

We are dependent upon the ability and experience of a number of key personnel who have substantial experience with
our operations, the rapidly changing automated consumer financial services industry and the geographical segments in
which we operate.  It is possible that the loss of the services of one or a combination of several of our senior
executives would have an adverse effect on our operations. Our success also depends on our ability to continue to
attract, manage and retain other qualified management, as well as technical and operational personnel as we grow. We
may not be able to continue to attract and retain such personnel in the future, which could adversely impact our
business.
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ITEM 1B. UNRESOLVED STAFF COMMENTS

None.
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ITEM 2. PROPERTIES

Our principal executive offices are located at 3250 Briarpark Drive, Suite 400, Houston, Texas 77042, and our
telephone number is (832) 308-4000. We lease approximately 52,500 square feet of space under our Houston
headquarters office lease. In addition, we lease approximately 41,300 square feet of office and warehouse space in
north Houston. Furthermore, we lease approximately 25,500 square feet in Frisco, Texas, where we manage our EFT
transaction processing operations, and approximately 3,400 square feet of office space in Bethesda, Maryland, where
we manage our Allpoint surcharge-free network operations.

In addition to our domestic office space, we lease approximately 6,200 square feet of office space in Hatfield,
Hertfordshire, England and two Green Team armored operations’ cash depot facilities located outside of London,
England and Manchester, England measuring approximately 7,125 square feet and 10,100 square feet, respectively. In
addition, we lease approximately 3,300 square feet of warehouse space in Crawley, West Sussex, England.  We also
lease approximately 9,300 square feet of office space in Mexico City, Mexico. Our facilities are leased pursuant to
operating leases for various terms. We believe that our leases are at competitive or market rates and do not anticipate
any difficulty in leasing suitable additional space upon expiration of our current lease terms.

ITEM 3. LEGAL PROCEEDINGS

For a description of our material pending legal and regulatory proceedings and settlements, see Part II, Item 8.
Financial Statements and Supplementary Data, Note 14, Commitments and Contingencies.

ITEM 4. (REMOVED AND RESERVED)
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PART II

ITEM 5. MARKET FOR REGISTRANT’S COMMON EQUITY, RELATED STOCKHOLDER MATTERS AND
ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock trades on The NASDAQ Global Market under the symbol “CATM.”  As of February 28, 2011, there
were 98 shareholders of record of our common stock.

Quarterly Stock Prices. The following table reflects the quarterly high and low sales prices for our common stock as
reported on the NASDAQ Stock Market:

High Low
2010
  Fourth
Quarter                                                                                                            $18.79 $14.91
  Third
Quarter                                                                                                             15.47 11.55
  Second
Quarter                                                                                                             14.58 10.40
  First
Quarter                                                                                                             13.44 9.51

2009
  Fourth
Quarter                                                                                                             $12.42 $7.55
  Third
Quarter                                                                                                             8.47
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