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PROGRESS
BACKED BY
CORE VALUES

LETTER TO
SHAREHOLDERS
DCI has always been known for our award-winning

With nearly $40 million in gross revenue,

technology, from our intuitive iCore360 software,

DCI finished the year with the highest revenue

to our industry-leading iCoreGO suite, to our

in company history – a 9.2% increase over 2020’s

ever-expanding fintech partnerships. However,

record of $36 million – and set revenue records

it’s our strong bank-core customer relationships

for the fourth year in a row. Operating income

that truly allow DCI to stand out in the industry.

improved 47.2% to finish at $5.4 million and net
income finished the year at $3.3 million. For

We put our customers first – always. It’s the

our shareholders, DCI paid dividends of over $1

number one core value of our organization.

million for the year, totaling over $11 million paid

We back that promise up with honesty and

out in capital since 2004.

integrity in everything we do, open and frequent
communication, attitude over aptitude, and trust

Helping us reach these record-setting dividends

and accountability every time. These values –

and revenues was our highly energized sales

and the culture they build within DCI – ensure

department, led by Layne Hanson, DCI’s new

we deliver the service and support that helps our

Vice President of National Sales. Hanson, and

clients improve their profitability and competitive

his team, increased our core base by 10% in 2021

position, day in and day out.

– one of the best sales years ever for DCI – with
a total contract value of over $28 million. New

Our accomplishments in 2021 reflected the

banks were brought on from Virginia, Oklahoma,

value of this approach, as we completed another

Minnesota, Montana, Colorado, Kansas, and

prosperous year. Robust sales activity, extensive

North and South Dakota, with two new states,

security and infrastructure enhancements, and

South Carolina, and Georgia, expanding DCI’s

exciting iCore360 and iCoreGO developments

reach nationally.

all contributed to record-breaking profits and
solid momentum going into 2022.

In addition, the sales team has multiple active

We had an outstanding year of new bank

deals in the pipeline – with four new banks already

conversions, mergers, acquisitions, and product

signed in 2022 – and they continue to bolster

implementations – signing on 314 new services,

their presentations by highlighting our non-core,

for an increase of $660,000 in one-time revenues

digital-forward facing solutions to both current

and $617,000 in recurring annual fees. In addition,

and new clients, and with a greater emphasis on

multiple operational reviews were completed,

the credit union segment of the industry.

which always help our clients improve their
efficiency, service, and profitability through

There is no better place to see our core values

maximized iCore360 usage.

on display, especially the value of always putting
the customer first, than within our existing

In 2021, we reached a significant milestone in

customer base. We once again secured a nearly

our technological advancement by completing

100% renewal rate of eligible contracts, all while

our data center migration to our new

continuing a customer satisfaction record that

state-of-the-art, secure and redundant data center

our competitors simply can’t achieve. We believe

facility located in an underground cavern near

doing the right thing every time and our ability

Kansas City. Now that this multi-million-dollar

to openly communicate with our customers has

transition is complete, our customers can expect an

instilled greater loyalty in our relationships.

unprecedented breadth of resiliency, performance,
and security making for an added layer of trust in
our solutions.

“SPENDING TIME TO DEFINE OUR CULTURE
HAS ALLOWED OUR ORGANIZATION TO THRIVE,
BOTH WITH EMPLOYEES AND CUSTOMERS.
THE RESULT IS THE INDUSTRY RECOGNIZING
THAT DCI IS SOMETHING SPECIAL.”

SARAH FANKHAUSER

PRESIDENT & CEO

A VALUE-BASED
COMPANY CULTURE

DCI developers also implemented an array of
iCore360 and iCoreGO enhancements in 2021.
Our two major releases had over 50 enhancements,
with nearly half originating from direct user group
requests, including commercial online account
opening, multi-factor authentication updates,
streamlined document imaging processes,
improved card chargeback solutions, and
enhanced security notifications.
Progress doesn’t stop there. Our 2022
development plans include a complete
redesign of our web-based teller system,
sending of real-time payments, scalability
and performance enhancements, and an
omni-channel fraud solution.

KEITH HUGHES

CHAIRMAN OF THE BOARD

DCI once again earned industry honor in 2022
as an IDC Financial Insights FinTech Rankings
top 100 technology provider for institutions

DCI’S CORE VALUES

A Choice to Live Out Daily

worldwide. The IDC ranking is the latest
recognition of DCI for its innovation, reliability,
and service in the financial technology industry.
Other acknowledgments came as members
of the senior management team presented
at multiple industry conferences and events,
as well as participated in numerous media
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THE CUSTOMER COMES
FIRST – ALWAYS
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HONESTY & INTEGRITY
IN EVERYTHING WE DO

3

OPEN & FREQUENT
COMMUNICATION

4

ATTITUDE OVER
APTITUDE

5

TRUST & ACCOUNTABILITY
EVERY TIME

interviews during the year. With frequent
speaking engagements, an enhanced social
media presence, increased media coverage,
and boosted online traffic, the DCI name and
reputation continues to grow.
We are proud of our success in 2021 and enter
2022 with enthusiasm and confidence. DCI
continues to succeed and lead as a digital-forward
provider in fintech and core technology because
of the strong values that have guided us all along:
putting the customer first, honesty and integrity,
open and frequent communication, attitude over
aptitude, and trust and accountability every time.
These benchmarks have always differentiated
DCI from our competitors, and they are the basic
principles that will continue to define us; the
standards by which we measure our success.

EMBRACING THE
FINTECH FUTURE

JAKE WHITENACK

WEB SPECIALIST

DCI HAS ALWAYS BEEN A LEADER IN THE
FINANCIAL TECHNOLOGY INDUSTRY —

SO IT SHOULD COME AS NO SURPRISE THAT WE’RE FULLY EMBRACING THE
OPPORTUNITIES BEING OFFERED IN THE EVER-EXPANDING FINTECH MARKET.

DCI is helping banks expand their capabilities by

“We view these collaborations as a way to play

facilitating the connection to their fintech solutions.

on the offensive and secure success for our local

DCI sees this as a win for all parties involved.

institutions for years to come,” explained DCI
President and CEO Sarah Fankhauser, during one

In order to strategically and appropriately

of the many presentations she gave at conferences

capitalize on these partnerships, in 2021 DCI

for both fintechs and financial organizations alike.

hired a consultant who was familiar with the
needs of fintech companies. His task was to review

For the remainder of 2021, senior management put

DCI’s suite of offerings and point out areas that

boots to the ground, advertising and spreading

needed strengthened, to better position DCI as

the word about how DCI was eagerly searching

a solid partner. The outcome of the analysis only

out these opportunities. One advantage for DCI,

confirmed that DCI was on the right path and had

due to its nimble and agile system, is that these

in place everything that was needed to connect

collaborations were not limited to existing iCore360

fintechs and financial institutions.

customers. Much like its iCoreGO solutions, DCI’s
fintech offerings integrate with any system, even

DCI has successfully processed a direct bank

those of their competitors. This differentiator is

and their fintech venture for years. Yet, little

what elevates DCI as a front runner and prime

has been mentioned about this long-standing

choice for even the most unique partnerships.

relationship. Through new vendor partnerships
and peer connections in the industry, a buzz arose

“We have been in this arena for a long time, and it

in 2021 regarding DCI’s capabilities. DCI creates

was time we talked about it,” said Fankhauser. “We

unconventional partnerships with financial and

are surrounded with the best vendors that have put

technology businesses, solving both growth and

us in the room to have conversations with the right

speed to market issues that other competitors

organizations to find solutions that accomplish both

simply cannot do. This is largely due to the agility

growth and speed to market goals.”

of DCI’s applications, which further promotes the
trust that organizations can place on DCI to

These efforts resulted in the first digital-only

follow through.

contract being signed in January of 2022, with an
additional 12 institutions in the pipeline. Neither the
new partnership, which launches in April 2022, nor
the majority of potential institutions are existing
DCI customers, meaning they do not operate on
DCI’s core. However, DCI can deliver core, digital,
and sponsor bank options to any of their existing,
new, or prospective customers.
2022 is off to a bright start for this new pillar
of business that offers innovative growth
opportunities and reach, and positions DCI
as the advocate for local financial institutions,
securing success in the future.

CUSTOMER
CARE
If the phone rings, we answer it – 24 hours a

By interacting directly with our customers, our

day, seven days a week, 365 days a year. You’ll

relationship managers were able to renew nearly

always talk to a live professional, never a machine.

100% of client contracts up for voluntary renewal

Our customer care professionals always deliver

in 2021, while also placing over 300 orders for

exceptional support for our clients – nothing less.

new DCI products/services for existing clients.

That’s been our principal core value for nearly 60
years. The customer comes first – always.

Helping customers install these new products
and solutions was the focus of our professional

As a result, our specialists strive to resolve

services team. On-site and on the move throughout

inquiries on the first call. If we need to call a

2021, they embraced an energetic schedule of

customer back, we guarantee it will happen

new iCore360 and iCoreGO conversions, mergers,

within the hour, with a 30-minute internal

and ancillary product installations. Additionally,

response goal, and a 10-minute average

they completed numerous operational reviews,

response time. Additionally, our certified

providing in-depth analysis of day-to-day bank

technology and networking teams are

operations to help clients maximize their iCore360

always available around the clock to help

investment in order to improve proficiency, service,

with any hardware or software issues.

and profitability.

In addition to helping our clients with their

Our education department also helped our

support needs, we make sure to reach out to

customers maximize the use of their iCore360

every client on a regular basis, just to see how

investment, by providing on-site training,

they’re doing. Our account managers visit each

webinars, and virtual meetings. Additionally,

customer, on-site, typically once a quarter.

new courses on the deposit rewards program,

DCI senior executives also schedule numerous

DCI Advanced Analytics, Document Image

bank visits during the year. These one-on-one

Processing, year-end, and 2021 iCore360

meetings allow us to ensure that each client

enhancement releases were added to DCI

is getting the service and support they need.

University’s expansive training and tutorial catalog.

These proactive visits also provide the chance
to exchange ideas or requests, strategize, and
highlight new products or services.

In September, we hosted our 2021 Annual

During the fall, our annual customer survey was

Bankers Conference, with nearly 300 customers,

sent out, measuring our clients’ satisfaction on

staff, and business partners in attendance.

33 different metrics. 100% of our core customers

Attendees enjoyed a first-hand look at the latest

responded, giving DCI an overall satisfaction

DCI product updates, free training, networking,

rating of 93%. This represents the 16th

and a wealth of banking information led by DCI

consecutive year our satisfaction ratings have

specialists and prominent industry experts.

been at – or above – 90%. These results prove
that our customers appreciate true customer

Special event recognition went to Kathy Stenzel,

service and the personal relationships we’ve

COO of Golden Belt Bank in Hays, Kansas. As

built with them.

the recipient of our 8th annual Nation Meyer
Innovative Banker Award, Stenzel was honored for

For 2022, we will continue to make our

her efforts to improve operations and efficiencies

customers our top priority – putting our

within her bank, and for her willingness to share

customers first, collaborating to help them

her knowledge with fellow bankers.

succeed, and strengthening our partnerships
with them every day.

93%

Customer
Satisfaction

REGULAR

ON-SITE VISITS

ANDREA HARPER

IMPLEMENTATIONS PROJECT MANAGER

RESEARCH &
DEVELOPMENT
Our DCI research and development engineers

In 2021, key enhancements included real time

continuously analyze emerging technologies,

payments through The Clearing House; a new

regulatory impacts, industry trends, and

commercial online account opening option

third-party solutions for the latest and most

through GoDeposits; modifications to our card

advantageous developments. At the same time,

chargeback system for added efficiencies;

they continue to judge every enhancement and

additional card travel options; address verification

new product being considered by the same

changes to card authorizations for Mastercard

exacting standard: it must provide a tangible,

mandate; GL screen enhancements; and ACH

direct benefit to our clients and their customers.

regulatory changes.

This ongoing research, while significant and

In addition to a full slate of iCore360 and

essential to DCI’s progress, is secondary to the

iCoreGO enhancements in 2021, our

knowledge gained by listening and collaborating

development team also finished modifications

with our customers. Each year, through

to software needed to support the massive,

one-on-one consultations and semi-annual

system-wide migration from Solaris to Linux.

customer-led user group meetings, we generate

This new platform greatly optimizes processing

invaluable input that directs our trajectory

performance and scalable data capacity, with

and guarantees that our focus, designs, and

tighter overall security and data safeguards.

outcomes center on the improvements that help

Plus, transaction capacity can be easily added

our customers succeed. For decades, listening

and quickly deployed into production.

directly to our customers has produced some
of our most significant, useful, and prolific
innovations. In fact, nearly half of the updates
and enhancements released in 2021 originated
directly from user group requests.

NEARLY HALF

OF THE 2021 UPDATES &
ENHANCEMENTS ORIGINATED
FROM USER GROUP REQUESTS.

New strategic partnerships in 2021 brought
noteworthy capabilities to help DCI clients
compete in the ever-changing digital world.
Our alliances with NXTsoft and ENACOMM
provide additional standardized API connectivity
to other non-DCI core and ancillary systems. This,
along with DCI’s rich core API’s, provide the fabric
for connectivity and integration between iCoreGO
and other core systems. Other partnerships
added digital wealth management services,
fraud detection and prevention, contactless and
digital payment cards, and real-time P2P payment
offerings to DCI’s portfolio.
For 2022, development projects include the
release of our completely redesigned DCI teller
solution, FrontLine; expanded capabilities
through The Clearing House, to include
sending of real-time payments; development
of an affordable omni-channel fraud solution;
implementation of dual interface debit cards;
enhanced learning management capabilities in
DCI University with tracking and notifications;
Zelle digital money movement for real time
digital payments; and modifications to our
card chargeback system for enhanced dispute
processing and added efficiencies.
As always, our future upgrades and
enhancements will remain based on the
collaborative efforts between DCI and our
clients. DCI provides services and technologies
that are not only the best in the industry but are
also the most advantageous and beneficial for
our customers.

“DCI IS GROWING BY
INCREASING THE NUMBER
OF PARTNERSHIPS WITH
NEW BANKS AND VENDORS
TOTING THE LATEST
FINANCIAL TECHNOLOGY.”
ROYCE MENKE

SR. DEVELOPER & ANALYST

SALES &
MARKETING
When your topmost corporate value is,
“The customer comes first – always,” the
message resonates, not only with your current
customers, but with potential clients as well.
As prospects learn how our corporate values
play out in the culture of our organization,
more and more banks are turning to DCI
for both core and non-core solutions.

LAYNE HANSON

VP - NATIONAL SALES

As a result, the DCI sales team had a remarkable
2021, with the best overall 12-month performance
in recent years. Guided by Layne Hanson, DCI’s
new Vice President of National Sales, the team
increased our core customers by 10 percent,
adding clients in Virginia, Oklahoma, Minnesota,
Montana, Colorado, Kansas, and North and
South Dakota. Two new states – South Carolina
and Georgia – were also added to our expanding
DCI market. Four banks have already signed core
contracts for 2022, with a significantly increased
pipeline of prospective customers in the works.
DCI’s sales department presented 181
demonstrations in 2021, 98 to prospective clients
and 83 to current customers, and completed
24 RFPs. In addition, they signed several new
iCoreGO contracts, for both existing customers
and our growing non-core client base.

These results were reinforced by marketing

Our fall client conference generated interest,

efforts to broadcast the DCI message nationwide.

leading to our first webinar series, which

We augmented our usual marketing outreach

highlighted conference-generated topics.

with a fully-redesigned corporate presentation,

Subjects ranged from fintech to virtual

updated sales collateral, expanded digital

credit cards. The series – free of charge to

footprint and industry media coverage, and

our customers – was presented by experts

new promotional videos. New trade show

from industry partners and DCI executive

displays were also put to work at multiple

management. Plans are being made

banking association events during the year.

to continue a webinar series in 2022.

Additionally, members of the DCI executive
management team were profiled in numerous

DCI was once again named as one of the top

interviews, press releases, and speaking

technology providers to financial institutions

engagements, delivering additional name

in 2021, in the 18th annual IDC FinTech Top 100

recognition throughout the industry.

rankings. This recognition emphasizes the success
of our customer-first mindset and proves the
importance of delivering customer-centric service.

“NANCY GOBLE IS AMAZING AND
HAS BEEN INTEGRAL IN HELPING ME...
IT WOULD BE A GREAT HONOR FOR
ME TO SUBMIT NANCY’S NAME FOR
EMPLOYEE RECOGNITION OR SOME
KIND OF A ‘YOU HAVE GONE ABOVE AND
BEYOND THE CALL OF DUTY’ AWARD.”
SANDRA GALLO

As we begin 2022, we are energized by new
core contracts, an ever-expanding pipeline of
prospective clients, and an enthusiastic interest in
both our iCore360 and iCoreGo digitial solutions.
This growing enthusiasm will ensure that 2022 is
another positive and successful year for DCI.

AMERICAN RIVIERA BANK

NANCY GOBLE

SR. CUSTOMER SUPPORT ANALYST

SHERRI HAMMERSCHMIDT
SR. CUSTOMER SUPPORT SPECIALIST

SYSTEMS &
OPERATIONS
Trust and accountability are at the heart of all the

Compliance efficiency was also increased with the

decisions made by DCI’s systems and network

hiring of a specialist, brought on to manage and

engineers. To maintain our industry-leading

improve our compliance directives.

standards for performance, security, and reliability,
DCI technicians continuously upgrade our

DCI technicians conducted multiple iCore360 and

infrastructure by implementing proactive measures

iCoreGO simulated disaster exercises during the

and system enhancements.

year, plus numerous isolated site recovery tests for
our Oklahoma City and Caverns data centers. These

This year’s key project was the completion of

exercises help us monitor and assess the readiness

our massive infrastructure migration to our new

of both our technology infrastructures and our staff,

state-of-the-art redundant data center, located

to provide seamless, near real-time backup and

in an underground cavern near Kansas City. This

recovery for our customers.

multi-year data center move now provides DCI
with the most comprehensive capabilities ever

Among several operations initiatives for 2021,

for system performance, redundancy, expansion,

the most significant was finishing the conversion

security, and disaster readiness for years to come.

of all our core clients to our new, enhanced
CSA statements. These new statements offer

Our engineers also helped wrap up the massive,

our banks custom format options and full-color

system-wide migration from Solaris to Linux.

online delivery. Operations staff also replaced

As the Linux system operates in tandem with

key hardware at our image processing sites

our new data center, we benefit from improved

to increase both the speed and the efficiency

scalability, expanded data capacity, and a system

of our processing systems. Additionally, new

built for greater future growth.

software was selected, to help improve back-office
productivity, services, and compliance.

Additionally, we implemented several internal
security controls in 2021, including time-lock

Our network, systems, and operations technicians

retention for ransomware recovery, new PCI and

will continue to focus on enhancements and

FFIEC certifications, Cisco email security, and

upgrades to ensure we’re delivering the trust

increased account access management.

and accountability our customers depend on –
through maximum performance, reliability, and
security – day in and day out.

“SINCE TYRONE HAS TAKEN
OVER AS PRODUCTION
CONTROL MANAGER HE HAS
HAD A HUGE AMOUNT OF
LEARNING TO DO TO FILL THIS
NEW ROLE, AND HE HAS GIVEN
IT HIS ALL, TO DO SO IN A VERY
SHORT TIME-FRAME.”

ROGER EDIGER

VP - OPERATIONS

TYRONE BAKER

PRODUCTION CONTROL MANAGER

INDEPENDENT
AUDITOR’S REPORT
THE BOARD OF DIRECTORS — DATA CENTER, INC.
OPINION

RESPONSIBILITIES OF MANAGEMENT FOR

We have audited the financial statements

THE FINANCIAL STATEMENTS

of Data Center, Inc. (the Company), which

Management is responsible for the preparation

comprise the balance sheets as of December 31,

and fair presentation of the financial statements

2021 and 2020, the related statements of income,

in accordance with accounting principles

stockholders’ equity and cash flows for the

generally accepted in the United States of

years then ended and the related notes to

America, and for the design, implementation

financial statements.

and maintenance of internal control relevant
to the preparation and fair presentation of

In our opinion, the accompanying financial

financial statements that are free from material

statements present fairly, in all material respects,

misstatement, whether due to fraud or error.

the financial position of the Company as of
December 31, 2021 and 2020, and the results of

In preparing the financial statements,

its operations and its cash flows for the years

management is required to evaluate whether

then ended in accordance with accounting

there are conditions or events, considered in the

principles generally accepted in the United

aggregate, that raise substantial doubt about the

States of America.

Company’s ability to continue as a going concern
for one year from the date that these audited

BASIS FOR OPINION

financial statements were available to be issued.

We conducted our audits in accordance with
auditing standards generally accepted in

AUDITOR’S RESPONSIBILITIES FOR THE AUDIT

the United States of America (GAAS). Our

OF THE FINANCIAL STATEMENTS

responsibilities under those standards are further

Our objectives are to obtain reasonable

described in the Auditor’s Responsibilities for

assurance about whether the financial

the Audit of the Financial Statements section of

statements as a whole are free from material

our report. We are required to be independent

misstatement, whether due to fraud or error,

of the Company and to meet our other ethical

and to issue an auditor’s report that includes

responsibilities, in accordance with the relevant

our opinion. Reasonable assurance is a high

ethical requirements relating to our audits. We

level of assurance but is not absolute assurance

believe that the audit evidence we have obtained

and therefore is not a guarantee that an audit

is sufficient and appropriate to provide a basis for

conducted in accordance with GAAS will

our audit opinion.

always detect a material misstatement when

We are required to communicate with those

it exists. The risk of not detecting a material

charged with governance regarding, among

misstatement resulting from fraud is higher

other matters, the planned scope and timing of

than for one resulting from error, as fraud may

the audit, significant audit findings and certain

involve collusion, forgery, intentional omissions,

internal control–related matters that we identified

misrepresentations or the override of internal

during the audit.

control. Misstatements are considered material if
there is a substantial likelihood that, individually
or in the aggregate, they would influence the

CERTIFIED PUBLIC ACCOUNTANTS

judgment made by a reasonable user based on
the financial statements.

Wichita, KS
January 31, 2022

In performing an audit in accordance with
GAAS, we:
• Exercise professional judgment and maintain
professional skepticism throughout the audit.
• Identify and assess the risks of material
misstatement of the financial statements,
whether due to fraud or error, and design and
perform audit procedures responsive to those
risks. Such procedures include examining, on a
test basis, evidence regarding the amounts and
disclosures in the financial statements.
• Obtain an understanding of internal control
relevant to the audit in order to design
audit procedures that are appropriate in the
circumstances, but not for the purpose of
expressing an opinion on the effectiveness of
the Company’s internal control. Accordingly,
no such opinion is expressed.
• Evaluate the appropriateness of accounting
policies used and the reasonableness of
significant accounting estimates made by
management, as well as evaluate the overall
presentation of the financial statements.
• Conclude whether, in our judgment, there
are conditions or events, considered in the
aggregate, that raise substantial doubt about
the Company’s ability to continue as a going
concern for a reasonable period of time.

DENNIS QUEAL

EVP & CFO

BALANCE SHEETS
ASSETS
CURRENT ASSETS
Cash
Accounts receivable
Financing receivables, contract costs and prepaid expenses
Income taxes receivable
Inventory
		

Total current assets

PROPERTY AND EQUIPMENT
Land
Building and improvements
Equipment
Less: accumulated depreciation and amortization
		

Total property and equipment

OTHER ASSETS AND SOFTWARE
Financing receivables, contract costs and prepaid expenses
Other investments
Software, less accumulated amortization of
$13,117,022 and $11,808,838
		

Total other assets and software

		

Total assets

2021

2020

$10,232,665
6,090,196
5,587,216
189,938
18,323

$8,839,669
4,210,481
4,887,847
-23,280

22,118,338

17,961,277

254,787
5,005,943
11,997,363
17,258,093
12,431,199

254,787
4,408,191
11,874,823
16,537,801
12,715,629

4,826,894

3,822,172

3,219,891
2,593,845

3,351,628
2,500,200

7,660,916

8,480,845

13,474,652

14,332,673

$40,419,884

$36,116,122

The accompanying notes are an integral part of these financial statements.

LIABILITIES AND STOCKHOLDERS’ EQUITY

2021

2020

$273,233
1,255,879
625,000
-2,602,899

$640,962
1,052,763
424,000
147,589
697,721

4,757,011

2,963,035

OTHER LIABILITIES
Deferred income taxes

755,000

485,000

		

5,512,011

3,448,035

421,768
4,413,473
46,544,694

421,768
4,413,473
44,126,571

51,379,935

48,961,812

16,472,062

16,293,725

34,907,873

32,668,087

$40,419,884

$36,116,122

CURRENT LIABILITIES
Accounts payable
Accrued expenses
Accrued savings and retirement plan contribution
Income taxes payable
Contract liabilities (deferred revenue)
			

Total current liabilities

Total liabilities

STOCKHOLDERS’ EQUITY
Common stock, $1 par value; authorized 500,000 shares,
100,745 outstanding in 2021 and 101,298 shares
outstanding in 2020, net of shares held in treasury
Additional paid-in capital
Retained earnings

Less treasury stock at cost; 321,023 and 320,470 shares
in 2021 and 2020
Total stockholders’ equity
Total liabilities and stockholders’ equity

The accompanying notes are an integral part of these financial statements.

STATEMENTS OF INCOME
Revenues, net
		
Operating expenses:
Salaries and payroll tax
Other employee expense and benefits
Maintenance and processing
Occupancy
Depreciation and amortization
Administrative
		
Total operating expenses
		
Operating income
		
Other income (expense):
Interest, net
Financing receivables, net
Rental income
Impairment of other investments
Gain (loss) on disposal of software and equipment
		
Total other income
		
Income before income taxes
		
Provision for income taxes
		
		
Net income

2021

2020

$39,278,840

$35,970,339

20,619,286
5,401,724
3,210,788
885,458
2,358,968
1,384,691
33,860,915

20,017,699
4,672,381
3,176,668
889,550
2,480,584
1,053,200
32,290,082

5,417,925

3,680,257

5,107
61,826
-(884,469)
(10,349)
(827,885)

13,485
67,338
58,126
-864,533
1,003,482

4,590,040

4,683,739

1,263,000

1,001,000

$3,327,040

$3,682,739

The accompanying notes are an integral part of these financial statements.

STATEMENTS OF CASH FLOWS
Cash flows from operating activities:
Net income
Adjustments to reconcile net income to net cash flow from operating activities:
		
Depreciation and amortization
		
Loss (gain) on disposal of software and equipment
		
Impairment of other investments
		
Financing receivables, net
		
Amortization of contract costs
		
Deferred income taxes
Changes in operating assets and liabilities:
		
Accounts receivable
		
Financing receivables, contract costs and prepaid expenses
		
Income taxes
		
Inventory
		
Accounts payable
		
Accrued expenses
		
Accrued savings and retirement plan contribution
		
Contract liabilities (deferred revenue)
			
Net cash flow from operating activities
					
Cash flows from investing activities:
Proceeds from sale of property and equipment
Proceeds from sale of software, net
Purchase of property and equipment
Purchase of other investments
Acquisition of software assets
Purchase of software
			
Net cash flow from investing activities
					
Cash flows from financing activities:
Acquisition of treasury stock
Dividend to shareholders
			
Net cash flow from financing activities
					
			
Net change in cash
					
Cash at beginning of year
					
			
Cash at end of year
					
					
Supplemental disclosures of cash flow information:
Income tax payments net of refunds

2021

2020

$3,327,040

$3,682,739

2,358,968
10,349
884,469
(61,826)
430,709
270,000

2,480,584
(864,533)
-(67,338)
171,068
(75,000)

(1,879,715)
(936,515)
(337,527)
4,957
(367,729)
203,116
201,000
1,905,178
6,012,474

(578,837)
(69,095)
208,284
36,847
(519,806)
(402,022)
49,000
(100,531)
3,951,360

2,000
-(1,997,784)
(978,114)
-(558,326)
(3,532,224)

237,100
1,950,000
(589,081)
-(2,500,000)
(342,640)
(1,244,621)

(178,337)
(908,917)
(1,087,254)

(920,232)
(617,235)
(1,537,467)

1,392,996

1,169,272

8,839,669

7,670,397

$10,232,665

$8,839,669

$1,330,527

$867,716

The accompanying notes are an integral part of these financial statements.

STATEMENTS
OF STOCKHOLDERS’ EQUITY
Balance at December 31, 2019

COMMON
STOCK

ADDITIONAL
PAID-IN
CAPITAL

RETAINED
EARNINGS

TREASURY
STOCK

TOTAL

$421,768

$4,413,473

$41,061,067

($15,373,493)

$30,522,815

(920,232)

(920,232)

Purchase of 3,149 shares
Dividend to shareholders
Net income
Balance at December 31, 2020

421,768

4,413,473

(617,235)

(617,235)

3,682,739

3,682,739

44,126,571

Purchase of 553 shares

(16,293,725)

32,668,087

(178,337)

(178,337)

Dividend to shareholders

(908,917)

(908,917)

Net income

3,327,040

3,327,040

Balance at December 31, 2021

$421,768

$4,413,473

$46,544,694

($16,472,062)

The accompanying notes are an integral part of these financial statements.

$34,907,873

NOTES
TO FINANCIAL STATEMENTS
1. NATURE OF BUSINESS AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Business Operations – Data Center, Inc. (Company) is incorporated under the laws
of the State of Kansas. The Company’s primary business is to provide core banking
software and technology services to financial institutions. The Company conducts
business in nearly all states and extends credit to all customers. The Company’s
shareholders are financial institutions; most of which are also customers, and
therefore related parties.
Estimates – The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosure of contingent assets and liabilities at the date
of the financial statements and the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.
Cash – The Company maintains its cash in bank deposit accounts that, at times,
may exceed federally insured limits. The Company has not experienced any losses
in such accounts. The Company believes it is not exposed to any significant credit
risk on its cash accounts.
Accounts Receivable – Accounts receivable are carried at original invoice amount.
Receivables are written off against the allowance when deemed uncollectible. Recoveries of receivables previously written off are recorded when received. Accounts
receivable are considered past due after 30 days. Interest is not normally charged
on past due amounts. Management believes that the Company’s customers are
creditworthy, and all receivables are collectible; therefore, the Company does not
have an allowance for doubtful accounts as of December 31, 2021 and 2020.
Inventory – Inventories primarily consist of equipment, software and licenses
purchased and held for resale and are stated at the lower of cost or net realizable
value. Cost is generally determined on the specific identification method.
Property and Equipment – Property and equipment assets are recorded at cost
and are depreciated over their estimated useful lives using the straight-line
method, as follows:
Building and improvements
Equipment		

15 – 25 years
3 – 10 years

When assets are retired or otherwise disposed of, the cost and related accumulated depreciation are removed from the accounts, and any resulting gain or loss
is reflected in income. The cost of maintenance and repairs is charged to expense
as incurred; significant renewals and betterments are capitalized. Depreciation
expense for the years ended December 31, 2021 and 2020 was $1,050,784 and
$997,962, respectively.
Software – Costs to acquire software products are capitalized and amortized
over economic useful lives ranging between three and 15 years. Research and
development costs and other normal maintenance costs are expensed when
incurred. Amortization expense for the years ended December 31, 2021 and 2020
was $1,308,184 and $1,482,622, respectively.
Other Investments – The Company has other equity investment securities without
a readily determinable fair value that are carried at cost less any impairment plus or
minus changes resulting from observable price changes. As of December 31, 2021,
management performed a qualitative assessment of market conditions in relation
to this investment and determined that estimated fair value was less than the
original cost basis, as a result the Company recognized impairment of $884,469.
The Company has also committed to investing an additional $500,000, if required,
to support the ongoing operations of this investment in 2022.
Impairment of Long-Lived Assets – Whenever events or changes in circumstances
occur that indicate the carrying amount of long-lived assets (property or equipment and software) may not be recoverable, management reviews the assets for
possible impairment. Management’s review of long-lived assets indicates that, at
this time, there is no material impairment for 2021 or 2020.
Income Taxes – Deferred taxes are provided on the liability method whereby
deferred tax assets are recognized for deductible temporary differences and loss
carryforwards; deferred tax liabilities are recognized for taxable temporary differences. Temporary differences are the differences between the reported amounts
of assets and liabilities and their tax bases. Deferred tax assets are reduced by a
valuation allowance when, in the opinion of management, it is more likely than not
that some portion or all of the deferred tax assets will not be realized. Deferred tax
assets and liabilities are adjusted for the effects of changes in tax laws and rates on
the date of enactment.
The Company recognizes the financial effects of a tax position only when it believes it can more likely than not support the position upon an examination by the
relevant tax authority. As of December 31, 2021 and 2020, the Company believes it
does not have any material uncertain tax positions.
Revenue Streams – Generally, the Company enters into contracts of three to 12
years in length. The Company generates revenue through the sale of processing
services, through a core service license agreement, equipment and supplies, maintenance contracts, e-business services and other service products. The Company
also records revenue under certain contracts for postage, telecommunication,
supplies, certain travel and hardware costs, net of the related expenses (such
expense amounts were $7,647,706 and $6,990,110 in 2021 and 2020, respectively).
Additionally, the Company also has deconversion related fees.
Performance Obligations Recognized at a Point in Time – Processing revenue
is generated from transaction-based fees for electronic deposit and payment
services, electronic funds transfers and debit and credit card processing. The Company’s arrangements for these services typically require the Company to provide
specific services on a when and if needed basis by processing an unspecified
number of transactions over the contractual term. Amounts of revenue allocated
to these services are recognized as those services are performed. Customers are
typically billed monthly for transactions processed during the month.
Hardware revenue is recognized upon delivery.

Deconversion revenues are recognized when a contract with a customer has been
terminated and the Company has no further performance obligations left with the
customer. Such deconversion revenues are approximately $959,000 and $524,000
in 2021 and 2020, respectively.

The income tax provision differs from the amount of income tax determined by
applying the U.S. federal income tax rate to pretax income because of state income
taxes, non-deductible expenses, and changes in estimates from prior years. Income
tax expense for the years ended December 31, 2021 and 2020 is as follows:

Performance Obligations Recognized Over Time – In-house and non-core revenue
is generated from software maintenance for ongoing client support and software
usage, which includes a license and ongoing customer support. These fees are
typically billed to the customer annually in advance and recognized ratably over
the maintenance term.

		
		
Current			
Deferred			
		
Total
		

Contract Assets – Financing receivables are contract assets primarily resulting
from advances made to customers to repay contractual, one-time charges due
to the Company over the life of the contract. The Company analyzes contract
language to identify if a significant financing component exists and adjusts the
transaction price for any material effects of the time value of money if the timing
of payments provides either party to the contract with a significant benefit of
financing the transaction.
As of December 31, 2021, the outstanding balance and present value of financing
receivables are $1,605,976 and $1,443,138, respectively. As of December 31,
2020, the outstanding balance and present value are $1,980,982 and $1,756,319,
respectively. For 2021, financing receivable income of $61,826 includes 2021 interest
income of $65,548 offset by new 2021 financing receivable costs of $3,722. For
2020, financing receivable income of $67,338 includes 2020 interest income of
$83,372 offset by new 2020 financing receivable costs of $16,034.
The financing receivables are generally unsecured, non-interest bearing and have
repayment terms of up to 120 months. At December 31, 2021 and 2020, no financing
receivables were past due, impaired or on a non-accrual status and there is no
allowance for estimated credit losses.
Contract Liabilities (deferred revenue) – Contract liabilities (deferred revenue) primarily relate to consideration received from customers (primarily annual software
maintenance and license agreements) in advance of delivery of the related goods
and services. Revenue is recognized over time on a straight-line basis.
During the years ended December 31, 2021 and 2020, the Company recognized
over time revenue of $2,433,449 and $2,051,589, respectively, that was included
in the corresponding deferred revenue balance at the beginning of the periods or
through monthly recognition.
Contract Costs – The Company incurs incremental costs to obtain a contract as
well as costs to fulfill contracts with customers that are expected to be recovered.
These costs consist primarily of sales commissions, which are incurred only if a
contract is obtained, and customer conversion or implementation-related costs.
Contract costs are capitalized and amortized on a straight-line basis over the life
of the contract. Contract costs at December 31, 2021 and 2020, are $3,729,702 and
$2,983,489, respectively.
For the years ended December 31, 2021 and 2020, amortization of contract costs
totaled $430,710 and $251,058, respectively.
Net Revenues – Net revenues are summarized as follows:
		
2021
		
Revenue recognized at a point in time
$ 44,493,097
Revenue recognized over time
2,433,449
				
Total revenue
46,926,546
Less direct costs		
7,647,706
				
Net revenues		
$ 39,278,840

2020		
$ 40,908,860
2,051,589
42,960,449
6,990,110
$ 35,970,339

2021

2020		

$ 993,000
270,000

$ 1,076,000
(75,000)

$ 1,263,000

$ 1,001,000

3. OPERATING LEASES
The Company leases office space and equipment from unrelated parties. Lease
terms vary in duration and include various option periods. The leases generally
require the Company to pay taxes, maintenance and insurance. Future minimum
lease payments under noncancelable operating leases, with initial terms in excess
of one year, as of December 31, 2021, are as follows:
		
		
		
		
		
		

2022
2023
2024
2025
2026
Thereafter

$ 296,780
226,138
220,566
197,313
189,539
189,539

Total rental expense for all operating leases was $344,000 and $348,402 for the
years ended December 31, 2021 and 2020, respectively.
4. PROFIT SHARING PLAN
The Company has a Safe Harbor profit sharing plan, which includes a salary
reduction feature, under Section 401(k) of the Internal Revenue Code. The plan
covers substantially all employees of the Company. Benefits vest to individual
participants at varying rates with full vesting after the sixth year of service. The
Company’s profit-sharing contribution is determined annually by the Board of
Directors. The Company will match the employee’s salary reduction contribution to
the plan up to 4% of the employee’s annual compensation. Company contributions
to the plan were $1,310,011 and $1,077,687 for the years ended December 31, 2021
and 2020, respectively.
5. SELF INSURANCE
Effective in August 2020, the Company became partially self-insured for certain
insurable employee health care risks. The extent of the risk is subject to “stop loss”
coverage ($3,115,095 aggregate and $50,000 individual), and management does not
believe the Company would be exposed to any significant risk above what it would
pay had the Company had a traditional insurance plan. Management estimates
outstanding, unpaid obligations, included in accrued expenses, totaling $269,910
at December 31, 2021, and $13,608, net of prepayments of $70,278, at December
31, 2020.
6. RISKS AND UNCERTAINTIES
In March 2020, the World Health Organization (WHO) declared COVID-19 a global
pandemic, prompting governmental actions to slow the spread of the disease,
including mandates for businesses and for individuals. These mandates have
contributed to a major contraction of the global economy and substantial changes
to the business environment.

Accounting Standards not yet Adopted – Leases eliminate the concept of operating
leases and include substantial changes for accounting by lessees; existing
operating leases and all new leases, unless immaterial, will require balance sheet
recognition (right to use asset and lease liability). The standard is expected to be
effective for the Company with its 2022 year. The Company anticipates that upon
adoption of this standard the operating leases (outlined in footnote 3) will be converted into offsetting right-of-use assets and lease liabilities on the balance sheet.

The Company is actively managing its risks and the pandemic has not had a
significant impact on revenues and the day-to-day operations of the Company. While
the Company does not have widespread concern at the present time, customers,
vendors and employees are at risk of disruption from the continued spread of the
virus, which could result in business interruption or some unknown form of disruption
to the financial services industry.

Subsequent Events – Subsequent events have been evaluated through January
31, 2022, which is the date that these audited financial statements were available
to be issued.

7. ACQUISITIONS AND DIVESTITURE

2. INCOME TAXES
Deferred tax assets (liabilities) consist of the following at December 31, 2021 and
2020:
		
2021
2020
				
Property, equipment and software
$ (506,000)
$ (207,000)
Prepaid expenses
(353,000)
(394,000)
Other investments
221,000
-Acquisition costs
17,000
19,000
Financing receivables 		
61,000
74,000
State tax credits carryforward		
26,000
23,000
Deferred tax liabilities
(534,000)
(485,000)
Valuation allowance		
(221,000)
-Deferred tax liability, net
$ (755,000)
$ (485,000)
As of December 31, 2021, the Company has recognized an impairment of other
investments that results in unrealized long-term capital losses with a tax benefit of
approximately $221,000. Once realized, these long-term capital losses may only be
utilized or carried forward 5 years to offset future long-term capital gains. Management estimates that such carryforwards may expire before they are utilized and has
recorded a valuation allowance to offset these deferred tax assets.

On April 14, 2020, the Company acquired software assets of an unrelated business
for a total of $2,500,000. The results of these transactions and the operations of
the acquisition have been included in the Company’s financial statements from the
date of the acquisition. The Company recorded the purchase price allocation based
on the estimated fair value of the assets acquired and allocated the entire purchase
price to software.
From time-to-time, the Company will sell software assets. On November 30, 2020,
the Company sold software assets for a net total of $2,000,000 less $50,000 of
selling costs resulting in a gain on sale of $700,000 that is included in gain (loss)
on disposal of software and equipment included in the accompanying statement
of income.
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