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Davis + Henderson Income Fund owns 100% of the business of Davis + Henderson,

Limited Partnership. The Fund commenced operations effective December 20, 2001 when it

acquired a 45.4% ownership interest in Davis + Henderson, Limited Partnership. On April 2, 2002,

the Fund acquired the balance of the Davis + Henderson business.

Davis + Henderson and its predecessors have been serving Canadian financial

institutions and their account holders since 1875. Through an integrated service offering,

Davis + Henderson is the market leading company in Canada assisting financial institutions

with the operation of their cheque supply programs.

The Fund intends to provide unitholders with monthly distributions based upon the

distributable cash flow of Davis + Henderson. The Fund’s units are listed on The Toronto Stock

Exchange under the symbol “DHF.UN.”

Davis + Henderson Income Fund



Report to Unitholders

We are pleased to report to unitholders that the results of operations and related distributions to unitholders 
for our first quarter have met our expectations. To date we have made or announced monthly distributions of
$0.1083 per unit, which is equivalent to an annualized distribution of $1.30 per unit. The Fund’s ownership of the
Davis + Henderson business has increased from 45.4% as of the Fund’s initial public offering on December 20,
2001, to 100% as of April 2, 2002.

Davis + Henderson’s financial objective is to provide unitholders with stable and growing distributions. Our
strategy to accomplish this objective involves leveraging our long-term customer relationships to extend the
value of our core cheque program and to expand those services that we offer to Canadian financial institutions.
In expanding our services, we have utilized, and will continue to draw upon, the infrastructure and capabilities 
of our core business. We are also developing a product and service offering for the U.S. subsidiaries of our
Canadian financial institution customers as they themselves expand into the U.S. market. We continue to invest
in technology to ensure that the business maintains its current cost competitiveness and its capabilities to allow
further growth.

The following operating financial data includes the results of operations for the 12-day period December 20,
2001 to December 31, 2001 combined with the results of the three-month period ended March 31, 2002:

($ millions except unit and per unit amounts)

Operations
Sales $ 59.9
Operating income 17.4
Net income 3.6
Net income per unit 0.19

Distributions
Distributions, paid or payable to public unitholders $ 6.9
Distributions per unit (includes $0.04 from 12 days in 2001) 0.37

Units
Units outstanding (37,920,792 units as of April 2, 2002) 18,955,000

Over the past several months we have laid the foundation for our future. We have raised over $365 million in net
proceeds through issuances of trust units to the public, completed $108 million of term credit financings with a
syndicate of banks and have made the transition to a public enterprise. Operationally, we have made progress
with our sales growth initiatives and cost improvement plans and we look forward to the future with confidence.

In closing, we would like to thank our customers, employees and unitholders for their support.
April 25, 2002
DAVIS + HENDERSON INCOME FUND

C. Sanford McFarlane (SIGNED) Robert Cronin (SIGNED)
Chief Executive Officer President and Chief Operating Officer
Davis + Henderson G.P. Inc. Davis + Henderson G.P. Inc.



OWNERSHIP OF DAVIS + HENDERSON, LIMITED PARTNERSHIP
Davis + Henderson Income Fund (the “Fund”) commenced operations on December 20, 2001, when it completed
an initial public offering (“IPO”) and acquired a 45.4% indirect interest in Davis + Henderson, Limited Partnership
(“Davis + Henderson L.P.” or the “Company”). On January 10, 2002, under an over-allotment option, the Fund
acquired an additional 4.5% interest in the Company. On April 2, 2002, upon the public issuance of additional
units for net proceeds of $188.7 million, the Fund acquired the remaining 50.1% of Davis + Henderson L.P.

PRESENTATION OF FINANCIAL INFORMATION
Prior to December 20, 2001, the Davis + Henderson business operated as a division of MDC Corporation Inc.
(“MDC”). On December 20, 2001, the business was transferred to Davis + Henderson L.P. The accompanying
financial statements of the Fund present the consolidated operations of the business for the period December 20,
2001 to December 31, 2001 and for the three-month period January 1, 2002 to March 31, 2002. There is no prior
period comparative financial information of the Fund, as it was created effective December 20, 2001.

OPERATING RESULTS
FOR THE PERIOD DECEMBER 20, 2001 TO MARCH 31, 2002
The results for the period ended March 31, 2002 were consistent with management’s expectations and the
normal operations of the business. Sales for the period amounted to $59.9 million. Gross profit as a percentage
of sales of approximately 42% was consistent with historical results. Operating income for the period of 
$17.4 million, or 29% of sales, was consistent with historical results and management’s expectations.

Interest expense of $1.1 million, recorded during the period ended March 31, 2002, related primarily to the term
loan of $80 million. During the period, the Company implemented a hedging strategy, which has fixed the interest
rate on $48 million of the Company’s borrowings for periods ranging from two years to four years. The balance of
the borrowings incur interest on a short-term, floating-rate basis.

Amortization expense of $4.6 million was consistent with expectations.

The Company recorded $0.3 million of current tax expense related entirely to large corporation tax. An expense
for future taxes of $0.4 million was recorded for the period and arose from the recognition of timing differences
between accounting amortization and deductible claims for tax purposes.

During the period ended March 31, 2002, the Company expensed $7.4 million of paid and accrued distributions 
to MDC, which the Fund reflects on the financial statements as non-controlling interests. As a result of the Fund’s
purchase of the balance of the Davis + Henderson business from MDC on April 2, 2002, no further distributions
will accrue to MDC.

Net income for the period ended March 31, 2002 was $3.6 million.

CASH FLOW & LIQUIDITY
The Fund completed an IPO on December 20, 2001, and sold 17.2 million units to the public for net proceeds 
of $160.4 million. These proceeds, together with the $80 million term loan provided under the Company’s 
credit facilities, were used to purchase a 45.4% limited partnership interest in Davis + Henderson L.P.  On 
January 10, 2002, the Fund issued an additional 1.7 million units to the public upon the exercise of the
underwriters’ over-allotment option for net proceeds to the Fund of $16.2 million. These proceeds were used 
to acquire an additional limited partnership interest of 4.5% in Davis + Henderson L.P.

DAVIS + HENDERSON INCOME FUND

Management’s Discussion and Analysis



During the period ended March 31, 2002, the Company generated $16.0 million in cash flow from operations 
and additional cash flow of $4.8 million from a reduction in non-cash working capital items. The increase in cash
flow derived from the reduction in non-cash working capital balances related primarily to increased accrued
liabilities, which are expected to reverse later in the fiscal year. Also, during the period the Company had capital
disbursements of $2.7 million, including committed contract payments of $1.5 million (of which $1.25 million
were recurring annual obligations), $0.6 million of disbursements related to the Company’s U.S. expansion plans
and $0.6 million related to maintenance capital including computer hardware and software. The Company did not
draw upon its $18 million capital expenditure credit line, which remains available to fund certain capital items,
including items related to the U.S. expansion.

For the period ended March 31, 2002, including the 12-day partial period from December 20, 2001, the Fund
recorded distributions paid or payable of $6.9 million ($0.3676 per unit) of which $4.8 million was paid. During
this same period, Davis + Henderson L.P. recorded distributions paid or payable to MDC of $7.4 million of
which $5.3 million was paid. Such payments to MDC are recorded by the Fund as distributions to non-
controlling interests.

Consolidated cash and cash equivalents as at March 31, 2002 increased to $8.4 million, compared to the
December 20, 2001 opening balance of $2.3 million included in the business assets acquired from MDC.

Cash flow from operations together with cash balances on hand and unutilized term credit facilities are expected
to be sufficient to fund the Company’s operating requirements, capital expenditures and expected distributions.

SUPPLEMENTARY FINANCIAL INFORMATION
The following selected financial information combines the divisional results of the Fund’s subsidiary, 
Davis + Henderson L.P., for the period January 1, 2001 to December 19, 2001 (while the business was operated
by MDC) together with the results for the 12-day period December 20, 2001 to December 31, 2001 (while the
business was owned by the Fund). For the combined 12-month period to December 31, 2001, revenues were
$220.6 million (of which $4.0 million related to the last 12 days), operating income was $61.8 million (of which
$0.7 million related to the last 12 days) and net income after tax was $22.0 million. Operating income for fiscal
2001 included a deduction of $6.1 million relating to non-recurring charges and restructuring provision recorded
during the period of MDC’s ownership. Operating income means net income ($22.0 million) before interest 
($0.1 million), amortization ($18.6 million), taxes ($20.2 million) and MDC’s share of distributions ($0.9 million),
as applicable. Operating income excluded incremental expenses of approximately $2.1 million related to capital
taxes and administrative expenses anticipated to be incurred annually by the Fund and which were not incurred
historically. 

OUTLOOK
On April 2, 2002, the Fund used net proceeds from the sale of units to the public of $188.7 million to acquire the
remaining partnership interest in Davis + Henderson L.P.  The Fund now owns 100% of the operations of Davis +
Henderson L.P. Based upon Davis + Henderson L.P.’s targeted 3% to 5% revenue growth objective and the expected
maintenance of current operating margins, the Fund anticipates modest growth in distributions to unitholders.

Certain information included in this report is forward looking and based upon assumptions and anticipated
results that are subject to uncertainties. Should one or more of these uncertainties materialize or should the
underlying assumptions prove incorrect, actual results may vary significantly from those expected.



As at March 31, 2002

ASSETS
Current Assets:

Cash and cash equivalents $ 8,429
Accounts receivable 9,186
Inventory 6,655
Prepaid expenses 1,415

25,685
Future income taxes (note 3) 20,368
Capital assets (note 4) 25,866
Other assets (note 5) 17,987
Intangible assets (note 6) 15,670
Goodwill 188,717

$ 294,293

LIABILITIES AND UNITHOLDERS’ EQUITY
Current Liabilities:

Accounts payable and accrued liabilities $ 27,379
Income taxes payable 146
Current portion of disbursement obligations on customer contracts (note 7) 5,929
Distributions payable to unitholders 2,053

35,507
Disbursement obligations on customer contracts (note 7) 5,413
Long-term indebtedness (note 8) 80,000

120,920
Unitholders’ equity 173,373

$ 294,293

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

DAVIS + HENDERSON INCOME FUND

Consolidated Balance Sheet
(in thousands of Canadian dollars, unaudited)



For the period December 20, 2001 to March 31, 2002

Sales $ 59,891 
Cost of goods sold 34,779 

Gross profit 25,112
Operating expenses 7,705

Operating income 17,407
Interest expense 1,118
Amortization expense 4,552

Income before income taxes and non-controlling interests 11,737

Income taxes (note 3):
Current 268
Future 421

689

Income before non-controlling interests 11,048
Non-controlling interests 7,432

Net income for the period 3,616
Unitholders’ equity, beginning of period —
Net proceeds from issuance of trust units (note 9) 176,651
Distributions paid and accrued to unitholders (notes 10 & 11) (6,894)

Unitholders’ equity, end of period $ 173,373

Net income per trust unit:
Basic and fully diluted $ 0.1859

Distributions per trust unit:
Basic and fully diluted $ 0.3676

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

DAVIS + HENDERSON INCOME FUND

Consolidated Statement of Income and Unitholders’ Equity
(in thousands of Canadian dollars except per unit amounts, unaudited)



For the period December 20, 2001 to March 31, 2002

Cash and cash equivalents provided by (used in)
OPERATING ACTIVITIES
Net income $ 3,616
Add:

Amortization expense 4,552
Non-controlling interests 7,432
Future income taxes 421

Cash flow from operations 16,021
Changes in non-cash working capital items 4,815

20,836

FINANCING ACTIVITIES
Gross proceeds from issuance of trust units 189,550
Issuance costs (12,899)
Proceeds from long-term indebtedness 80,000
Distributions paid to public unitholders (4,841)
Distributions paid to non-controlling interests (5,265)

246,545

INVESTING ACTIVITIES
Expenditures on capital and other assets (2,662)
Acquisition of business (note 2) (256,290)

(258,952)

Increase in cash and cash equivalents for the period 8,429
Cash and cash equivalents, beginning of period —

Cash and cash equivalents, end of period $ 8,429

Supplemental information:
Cash paid for interest $ 1,704
Cash paid for income taxes $ 122

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

DAVIS + HENDERSON INCOME FUND

Consolidated Statement of Cash Flows
(in thousands of Canadian dollars, unaudited)



DAVIS + HENDERSON INCOME FUND

Notes to Consolidated Financial Statements
(in thousands of Canadian dollars except unit and per unit amounts, unaudited)

NATURE OF BUSINESS

Davis + Henderson Income Fund (the “Fund”) is a limited purpose trust, formed under the laws of the Province 
of Ontario by declaration of trust dated November 6, 2001, which as of March 31, 2002 indirectly owned 49.9%
of the partnership units of Davis + Henderson, Limited Partnership (“Davis + Henderson L.P.” or the “Company”).
Davis + Henderson L.P. is engaged primarily in the cheque supply outsourcing business for financial institutions
in Canada.

Davis + Henderson L.P. commenced operations on December 20, 2001, when MDC Corporation Inc. (“MDC”)
transferred the Davis + Henderson business to Davis + Henderson L.P.  MDC, in exchange for the business,
received partnership units of Davis + Henderson L.P. and a reorganization note. The identifiable net assets of 
the business were transferred to Davis + Henderson L.P. at net book value.

The accompanying financial statements of the Fund consolidate the accounts of Davis + Henderson L.P. as it
effectively controls the Company. On April 2, 2002, the Fund acquired the balance of the outstanding partnership
units of the Company from MDC.

1. SIGNIFICANT ACCOUNTING POLICIES
The financial statements have been prepared following accounting policies generally accepted in Canada. The
preparation of financial statements requires that management 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 revenues and expenses during the reporting period. Actual results could differ from
these estimates.

PRINCIPLES OF CONSOLIDATION
The consolidated financial statements include the accounts of the Fund, its wholly owned subsidiary, 
D + H Holdings Corp. (“D + H Holdings”), and Davis + Henderson L.P.  All intercompany transactions and accounts
have been eliminated upon consolidation. 

FINANCIAL INSTRUMENTS
The Fund’s financial instruments consist of cash and cash equivalents, accounts receivable, accounts payable and
accrued liabilities, disbursement obligations on customer contracts, interest-rate swaps and long-term indebtedness.

CREDIT RISK The Fund’s financial assets that are exposed to credit risk consist primarily of cash and cash
equivalents, accounts receivable and interest-rate swaps. The Fund, in its normal course of business, is exposed to
credit risk from the customers of the Company. The Company is exposed to credit loss in the event of non-
performance by counterparties to the interest-rate swaps but does not anticipate non-performance by these
counterparties. Concentrations of credit risk with respect to accounts receivable are limited due to the credit rating
of customers serviced by the Company and the generally short payment terms.



FAIR VALUE The fair value of indebtedness that bears interest at fixed rates is based on discounted future cash
flows using rates currently available for debt of similar terms and maturities. The carrying value of other financial
instruments, cash and cash equivalents, accounts receivable, accounts payable, accrued liabilities and disbursement
obligations on customer contracts approximates fair value due to their short-term maturities. As at March 31, 2002,
the fair value of outstanding interest rate swaps was approximately $0.2 million that the Company would be entitled
to receive if it were to close out the contracts.

CASH AND CASH EQUIVALENTS
All temporary cash investments with an original maturity of three months or less when purchased are considered
to be cash equivalents.

The Fund maintains its cash in bank deposit accounts in amounts that exceed federally insured limits. The Fund
has not experienced any losses in such accounts and believes it is not exposed to any significant credit risks on
cash and cash equivalents.

INVENTORY
Inventory is stated at the lower of cost and replacement cost. Cost is determined on a first-in, first-out basis.

CAPITAL ASSETS
Capital assets are recorded at cost. Amortization is provided annually at rates calculated to write off the assets
over their estimated useful lives as follows:

Computer, furniture, and fixtures 10% to 30% declining balance
Machinery and equipment 10% to 20% declining balance
Leasehold improvements straight line over term of the lease

DEFERRED CHARGES
The Company capitalizes direct costs related to the development of new products and services until the
commencement of commercial operation, at which time all related costs are amortized on a straight-line basis
over their estimated useful life.

Payments associated with certain major customers are amortized over the term of the related long-term supply
contracts. Catalogue design and production costs are amortized on a straight-line basis over the estimated useful
life of the catalogue.

GOODWILL
Goodwill reflects the price paid for the Davis + Henderson business in excess of the fair market value of net
tangible assets and identifiable intangible assets acquired. In accordance with the recommendations of the 
CICA Handbook Section 3062, goodwill is not amortized but will be tested for impairment annually. 

INTANGIBLE ASSETS
Intangible assets represent the fair market value of rights related to the cheque supply outsourcing contracts
obtained by the Fund upon the acquisition of the Davis + Henderson business. Intangible assets are amortized
over seven years. The carrying value of the intangible assets will be tested for impairment annually.

REVENUE RECOGNITION
Revenue is recognized when the service is completed and/or the product is shipped.

DAVIS + HENDERSON INCOME FUND

Notes to Consolidated Financial Statements
(in thousands of Canadian dollars except unit and per unit amounts, unaudited)



NON-CONTROLLING INTERESTS
MDC’s interest in Davis + Henderson L.P. has been recorded in the accompanying financial statements as a 
non-controlling interest in an amount equal to its distribution entitlement during the period.

NET INCOME PER TRUST UNIT
Consistent with the manner in which distributions are paid, net income per trust unit is calculated monthly based
on the number of trust units outstanding on each record date. Net income per trust unit presented is the sum of
the monthly earnings per trust unit for the reporting period.

FOREIGN CURRENCY TRANSLATION
Foreign currency assets and liabilities carried at current prices are translated into Canadian dollars using the rate
of exchange in effect at the period end. Other foreign currency assets and liabilities are translated using the
rates of exchange in effect at the dates of the transaction. Revenue and expense items are translated at the
average monthly rate of exchange for the period, except for amortization of capital and other assets, which are
translated at the historical rates of the related assets.

FUTURE INCOME TAXES
Future income taxes of the Fund’s subsidiary are determined using the liability method. Under this method of tax
allocation, future tax assets and liabilities are determined based on differences between the financial reporting
and tax bases of assets and liabilities and are measured using the substantially enacted tax rates and laws that
will be in effect when the differences are expected to reverse.

2. ACQUISITION
Effective December 20, 2001, the Fund acquired a 45.4% interest in Davis + Henderson L.P.  An over-allotment
option was exercised by the Fund’s underwriters effective January 10, 2002 and an additional 4.5% interest 
in the Company was acquired by the Fund. The total cost of the purchased interest was $176.7 million. The
acquisitions of partnership units were accounted for by the purchase method of accounting, and the results of 
the partnership were consolidated from the date of the initial acquisition of December 20, 2001. The assets
acquired and consideration given were as follows:

Assets acquired, at fair value:
Assets, gross $ 81,730
Liabilities, gross 114,585

Net assets acquired, at fair value (32,855)
Future income tax assets acquired 20,789
Goodwill 188,717

Total $ 176,651

Consideration:
Cash $ 176,651



Total cash consideration paid for 49.9% of the Davis + Henderson business by the Fund was as follows: 

Net proceeds from initial public offering and over-allotment of trust units $ 176,651
Draw down of term loan credit facility by Davis + Henderson L.P. 80,000
Less: Cash assumed on acquisition net of purchase price adjustments (361)

Acquisition of business $ 256,290

3. INCOME TAXES
Income tax obligations relating to distributions from the Fund are the obligations of the unitholders and
accordingly, no provision for income taxes on the income of the Fund has been made. A provision for income
taxes is recognized for the Fund’s subsidiary, D + H Holdings, as this subsidiary is subject to tax, including large
corporation taxes.

The provision for income taxes in the consolidated statement of income and unitholders’ equity represents an
effective rate different from the Canadian statutory rate of 37.98%. The differences are as follows:

For the period December 20, 2001 to March 31, 2002

Net income before income taxes and non-controlling interests $ 11,737
Net income of the Fund subject to tax in the hands of recipients 10,175

Net income of subsidiary company 1,562
Canadian statutory rate 37.98%

Income taxes at statutory rate 593
Increase (decrease) resulting from:

Manufacturing and processing tax credit (32)
Large corporation tax 268
Unused tax loss carryforward (112)
Other (28)

Income tax expense, current and future $ 689

The tax effect of temporary differences of the Fund’s subsidiaries that give rise to significant portions of the
future income tax assets at March 31, 2002 are presented below:

March 31, 2002

Future income tax assets:
Future income tax assets from acquisition of business $ 19,864
Capital assets 504

$ 20,368

DAVIS + HENDERSON INCOME FUND

Notes to Consolidated Financial Statements
(in thousands of Canadian dollars except unit and per unit amounts, unaudited)



4. CAPITAL ASSETS 
March 31, 2002

Accumulated
Cost amortization Net

Computer, furniture, and fixtures $ 14,570 $ 1,351 $ 13,219
Machinery and equipment 9,610 365 9,245
Leasehold improvements 3,630 228 3,402

$ 27,810 $ 1,944 $ 25,866

5. OTHER ASSETS
March 31, 2002

Accumulated
Cost amortization Net

Long-term supply contracts $ 17,127 $ 1,423 $ 15,704
Deferred charges 2,810 527 2,283

$ 19,937 $ 1,950 $ 17,987

6. INTANGIBLE ASSETS
March 31, 2002

Accumulated
Cost amortization Net

Intangible assets $ 16,328 $ 658 $ 15,670

7. DISBURSEMENT OBLIGATIONS ON CUSTOMER CONTRACTS
March 31, 2002

Disbursement obligations on customer contracts $ 11,342
Less current portion 5,929

Long-term portion $ 5,413

Davis + Henderson L.P. has customer contract disbursement obligations payable as of March 31, 2002 as follows
for the year ending:

December 31, 2002 $ 4,679
December 31, 2003 3,154
December 31, 2004 2,384
December 31, 2005 1,125

$ 11,342



8. LONG-TERM INDEBTEDNESS
The Company has a $108 million credit facility of which $98 million is a non-amortizing term facility due
December 20, 2004 and the balance of $10 million is a revolving facility maturing December 19, 2002. 
At March 31, 2002, the Company had drawn $80 million of the term facility and $nil under the revolver. The
facility bears interest at rates which depend on certain financial ratios of the Company and vary in accordance
with borrowing rates in Canada and the United States. The credit facility, including any hedge contracts with 
the lenders, is secured in first priority by a pledge of substantially all of the Company’s assets and by a pledge 
of the Fund’s indirect ownership interests in the Company.

As of March 31, 2002, the Company has entered into interest-rate swap hedge contracts with one of its lenders,
such that the borrowing rates on $48 million of its term indebtedness is effectively fixed at interest rates of
between 6.12% and 7.33% per annum for terms of between two years and four years from March 15, 2004 and
March 27, 2006. The balance of the term indebtedness is subject to interest on a floating-rate basis.

9. TRUST UNITS
An unlimited number of trust units may be issued by the Fund pursuant to the Fund’s declaration of trust. Each
unit is transferable and represents an equal, undivided beneficial interest in any distributions from the Fund and
in the net assets of the Fund. All units are of the same class with equal rights and privileges and are not subject
to future calls or assessments. Each unit entitles the holder to one vote at all meetings of unitholders. Trust unit
transactions during the period were as follows:

Number Gross Issuance Net
of units proceeds costs proceeds

Initial issuance of trust units 17,235,000 $ 172,350 $ 11,910 $ 160,440
Units issued January 10, 2002 1,720,000 17,200 989 16,211

18,955,000 $ 189,550 $ 12,899 $ 176,651

DAVIS + HENDERSON INCOME FUND

Notes to Consolidated Financial Statements
(in thousands of Canadian dollars except unit and per unit amounts, unaudited)


