












 

 Page 6 of 46 

 
The bullet points below catalog the various discrepancies.  Note that 2019 numbers remain 
consistent, confirming that these are apples-to-apples comparisons. 
 

• On page 100, DLO reports Trade and Other Receivables of $37,023 (thousand).  This 
yields a Net Monetary Position of $45,566 (thousand).   
 

 
 

• On page F-69 of the same document, DLO shows Trade and Other Receivables 11.4% 
higher: $41,234 (thousand), which boosts Net Monetary Position by 9.2% to $49,777 
(thousand).   
 

 
 

• The prospectus for the October 2021 secondary offering settles on the higher receivables 
and Net Monetary Position number.   
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• Then the 2021 20-F reverts to the lower Net Monetary Position of $45.6 million.  In this 
document, DLO ceases to separately disclose Trade and Other Receivables in local 
currency, which illustrates another theme – DLO’s increasing opacity:5 
 

 
 
Because DLO is in the business of managing money moves between counterparties, banks, and 
across borders, the highly mutable nature of the foreign currency risk reporting and the foreign 
currency receivables, in particular, are as troubling as its attempt to cover it up. 

Subsidiary Account Conflicts 
 
DLO has three primary operating subsidiaries – DLocal Ltd (Malta) (“Malta Operating”), 
DLocal LLP (UK) (“UK LLP”) and DLocal Corp (UK) (“UK Corp”) – which in turn sit at the 
top of a network of local subsidiaries.  In 2019 and 2020, these subsidiaries respectively 
accounted for ~94.9% and ~90.5% of consolidated revenue.  UK LLP’s 2020 financials show 
that as of December 31, 2020, it owed Malta Operating $15.7 million.  Malta Operating’s 2020 
financials show that as of December 31, 2020, it is owed by all related parties a total of only 
$12.4 million.  In other words, UK LLP’s financials show that it owed Malta Operating 26.6% 
more than Malta Operating’s financials show it could be owed.   
 
We understand that substantially all of cross-border payments that DLO processes pass through 
these three subsidiaries.  Two of these subsidiaries’ financials, which are available from the UK 
Companies House and the Malta Corporate Registry, are in opposition to one another in the flow 
of funds, bolstering our view that DLO’s accounts are materially misstated.  The primary 
subsidiary DLocal LLP (UK) (“UK LLP”) shows an account payable owed to the primary 
subsidiary DLocal Ltd. (Malta) (“Malta Operating”) that is contradicted by Malta Operating’s 
filings.   
 

 
5 DLO 2021 20-F, p. F-52 
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The below is Note 17 (Related party transactions) to UK LLP’s financials – its reporting 
currency is U.S. dollars: 
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Note 9 of Malta Operating’s financials show a related party receivable balance materially lower 
than the UK Entity’s payable: 
 

 

 

Attempt to “Put the Toothpaste Back in the Tube”: Highly Likely 
Fraudulent Accounting 
 
We have found one instance in which it is almost certain that DLO fraudulently changed its 
accounts in order to disguise the facts of a particular set of transactions.  In other words, DLO 
has seemingly shown that it has crossed the Rubicon of changing its accounts to try to conceal 
the facts, and then it told investors an untrue version of events.  We suspect that DLO altered its 
accounts to avoid the negative optics of making a large loan to its senior management pre-IPO.   
 
The falsehoods have to do with the timing and funding source of a large pre-IPO stock option 
exercise by the founders.  However, even the revised version of accounts and disclosures 
presents various issues, including whether the source of funding for the options exercise was 
proper.  (We suspect that the actual funding source could be more problematic than the source 
the company appears to be trying to conceal.) 
 
The Reality DLO Seeks to Coverup 
 
In November 2020, DLO entered into a loan agreement with company president Jacobo Singer 
and CEO Sebastian Kanovich.  The loan was for $31.5 million, carried annual interest of 1.5%, 
and was intended to fund exercises of options for 30,918 shares (pre-split) of DLocal Group Ltd. 
(Malta), which was the top-level corporate entity prior to the IPO.   
 
In December 2020, the loan was funded, the options exercised, and the shares allotted to each.   
 
Whoops!  Let’s Change the Facts 
 
DLO seemingly was never comfortable with the reality, and subsequently disclosed different 
versions of lies about the transactions.  In the final version upon which DLO settled, i) DLO 
entered into the loan agreement in November 2020; but ii) the options were not exercised until 
March and April 2021; and iii) the exercises were funded with outside money – not with the 
loan.  In other words, the exercises occurred in the following fiscal year and the loan was 
effectively never funded.   
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By making the claims that the loan was never funded and that the exercises took place in a 
different fiscal year, DLO exhibits a clear willingness to change accounts and facts.  When the 
option exercises did occur – for the second time – in March and April 2021, the two paid a total 
of 0.44% more to exercise their options than the option consideration.  This premium annualizes 
to 1.5% interest since the loans were actually funded in December 2020.  That rate matches the 
interest rate of the loan.  Considering that the company claims that the loan had never been 
outstanding, the payment of interest shows an attempt to press the reset button on the accounts.  
We theorize that the 1.5% interest rate is likely equivalent to what the company would have 
earned on the cash balance, and therefore was needed to plug the hole created by having actually 
funded the loan. 
 
DLO’s interim, but also untrue, version of events: 
 

 
 

 
DLO’s final, more untrue, version of events: 
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Subsidiary Filings Show What Really Happened 
 
We see from the local filings of DLocal Group Ltd. (Malta) (“Malta Group”) that the payment 
and share allotments were effected in December 2020.  In a document filed with the Malta 
Company Registry on December 21, 2020, we see that on December 18th, Malta Group allotted a 
total of 30,918 shares for per share consideration of $1,109.00.  This totals $31.5 million.   
 

 
 

 
We further see that of these shares, 10,821 were allotted to Singer and 20,097 to Kanovich (via 
Ledlife SA). 
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Here are the records of the two wire transfers initiated on December 17, 2020, for the option 
exercise purchase consideration – one for Singer and one for Kanovich (Ledlife SA): 
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Share counts reported on March 1, 2021, after the completion of the share sale to General 
Atlantic again show Ledlife and Singer were allotted their full amount of shares.6 
 

 

 
 
Why the Lies?  Possibly There’s a Bigger One! 
 
The purpose of re-allotting the shares in 2021 appears to have been to enable Singer and 
Kanovich to fund the exercises with $31.5 million of outside capital, rather than a loan from 
DLO.  Each was 30 years old at the time of the IPO.7  We certainly have to tip our caps to two 
young go-getters who are able to access such liquidity at only 30 years of age.  That said, given 
that they were going to borrow the money from DLO only four months earlier, they seemingly 
did not have access to such liquidity in December 2020.   
 
We note that Kanovich had been CEO of AstroPay, and Singer “led product and engineering 
teams at AstroPay.”8  It’s possible they obtained such liquidity as a result of their time at 
AstroPay.  It’s also possible they were able to obtain financing from third parties based on their 
stakes in DLO (and possibly other assets).  There are of course other ways they could have 
obtained this liquidity in March and April of 2021.   
 
Regardless, it does strike us as an interesting coincidence that Kanovich and Singer funded these 
payments at the same time DLO sent $38.7 million to purchase the assets of PrimeiroPay – and 
the $38.7 million was actually a prepayment.  It further strikes us as curious that the Managing 
Director and major shareholder of PrimeiroPay subscribed to DLO shares at a private market 

 
6 The share counts as of March 01, 2021, represent positions after the sale of stock to GA. On March 01, 2022, 
Ledlife (Kanovich) sold 1,443 shares and Singer sold 598.   Ledlife: 16,409+20,097-1,4443=35,063.  Singer: 
6,798+10,821-598=17,021. 
7 DLO May 5, 2021 F-1, p. 140. 
8 DLO May 5, 2021 F-1, p. 140-1. 
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valuation just under three months before the IPO for $1.4 million,9 and at around the same time 
as DLO made its prepayment.  There’s an old legal adage that when it comes to property 
“possession is nine-tenths of the law.”10  Based on our experiences working in emerging markets, 
we believe that this advice is particularly on-point.   
 
That said, maybe there really is a good reason to send someone in Brazil almost $40 million in 
advance of closing on an acquisition of intangible assets.   

Skepticism of Take Rates 
 
We are also skeptical about DLO’s reported revenues because we have doubts about its “Take 
Rate.”  (The Take Rate is the percentage of TPV that DLO books as revenue.)  Approximately 
half of DLO’s Take Rate, and therefore its revenue, is comprised of foreign exchange fees and 
spreads.  DLO’s Take Rate is an outlier among peers – i.e., it seems too good to be true.  DLO’s 
Take Rate grew significantly in the year prior to its IPO – an IPO in which insiders cashed in 
$325 million of stock – despite conditions in its business implying that its Take Rate should have 
actually decreased.  In 2020, FX gains and fees contributed approximately 290 basis points to 
DLO’s take rate.  We believe that the contribution should have been no more than approximately 
150 basis points, and likely much lower.  We therefore strongly suspect that DLO’s revenues are 
materially overstated. 
 
DLO’s Take Rate is an Outlier 
 
DLO is an outlier in the payments industry.  It proudly highlights this fact, as shown below in a 
pre-IPO slide.11  Its margins are so high because its “Take Rates” – i.e., the percentages of TPV 
it books as revenue and gross profit – are larger than those of its peers.  Our ultimate question is 
whether these claims are “too good to be true.”   
 

 
 

9 The shares were purchased via the MD of PrimeiroPay’s Dubai company Paired Minds Ltd 
10 https://en.wikipedia.org/wiki/Possession_is_nine-tenths_of_the_law 
11 DLO, IPO Roadshow Presentation, slide 29 
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The table below shows DLO’s Take Rate versus those of its closest comps.  (As we discuss infra, 
we believe that Ebanx is the best comp to DLO.)  To compare apples to apples, we focus on the 
Net Take Rates (i.e., revenue net of processing costs, which some comps exclude from their 
gross revenue).  DLO’s Net Take Rate is multiples of those of its comps.   
 

 
 
DLO’s 2020 Take Rate Seemingly Defies Reality 
 
DLO’s Take Rate spiked in 2020, growing 17.5%.  Not only is the growth remarkable to us, but 
the fact that it didn’t compress in 2020 instead strikes us as highly suspect.  The Take Rate 
seemingly should have fallen in 2020 because: 
 

• DLO’s lowest take rate cohorts, 2018 and 2020, increased their collective share of TPV 
from 43% in 2019 to 59% in 2020.  Each cohort has a 2020 Take Rate significantly lower 
than DLO’s reported overall Take Rate.  (As we discuss infra, the 2020 cohort has 
conflicting TPVs, which in turns implies it also has conflicting Take Rates due to the 
conflicting cohort TPV disclosures discussed supra.12)   

• In 2020, DLO apparently began strongly ramping up its local-to-local business, which 
has a much lower margin.  (As detailed infra, approximately half of DLO’s gross Take 
Rate comes from FX.)  We understand that Google began using DLO in mid-2020, and it 
quickly became its largest customer by TPV.  However, we also understand that Google 
negotiated very low fees, and that it principally uses DLO for local-to-local transactions.   

• Our research corroborates that of an investment bank analyst in that the sentiment in the 
industry is DLO at most charges a slight premium to its competitors, if not offers 
comparable pricing.   

 
12 TPV is the denominator in the Take Rate equation. Assuming the revenue number remains the same, then 
depending upon which TPV for new merchant cohorts is used a different Take Rate will be generated.  Since DLO’s 
financial reporting is not consistent, it is possible their internally produced cohort revenues and Take Rates also 
vary. 
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Low Take Rate Cohorts Grew Faster than Other Cohorts in 2020 

 
In the 4Q21 earnings presentation, DLO’s data showed that in 2019 and 2020 the low-take rate 
new merchant cohort years of 2018 and 2020 increased from a minority share (43%) of TPV to a 
majority (59%) of annual TPV.  The Q4 2021 earnings call, which followed an additional $622.2 
million offering by insiders, strongly suggested that something is amiss in the 2020 numbers 
because the purported reason for the drop in the 2021 Take Rate was due to the growth of the 
2018 and 2020 cohorts.  It begs the question: Why wasn’t this also in evidence in 2020? 
 
In the 4Q21 earnings conference call, DLO specifically explained that the fastest growing cohort 
years 2018 and 2020 were also both low take rate cohorts.  These were made up of low-margin 
pay-outs and even lower margin local-to-local flows.   
 

“The cohorts that grew the most in 2021 were the 2018 and 2020 vintages. And these 
cohorts came with a lower take rate, mainly driven by the business mix of higher payouts 
and local to local payment flows.” 
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DLO’s recently resigned COO Sumita Pandit13 explained during the presentation that the 2021 
Take Rate declined for the following reasons, which seemingly should have applied to 2020 as 
well:14,15 
 

• In 2021, the highest growth cohort vintages were 2018 and 2020. 
• The cohorts 2018 and 2020 came with a lower Take Rate, mainly driven by the business 

mix of higher payout and local to local payment flows. 
• In 2021, the Take Rates by cohort across 2018-2020 Take Rates were quite stable.  In 

2021, the 2018 and 2019 cohorts’ Take Rates declined by 0.2%; and, in 2021 the 2020 
cohort’s Take Rate increased by 0.1%. 

 
The table below uses data from DLO’s 2021 presentation, and shows that the 2018 and 2020 
merchant cohorts grew from 42.6% of TPV in 2019 to 58.8% in 2020 and 76.5% in 2021.   
 
Logically, if in 2020 the lower margin cohorts from 2018 and 2020 grew to become the majority 
of the TPV, we would expect the average take rates to fall; however, the opposite occurred, and 
average take rates spiked by 17.5%. 

 
13 https://www.sec.gov/Archives/edgar/data/1846832/000095017022020339/dlo-ex99_1.htm 
14 DLO COO, Sumita Pandit, 4Q21 earnings call (emphasis added) “There are three key takeaways for the right-
hand side of this slide. For each cohort, the take rate remains almost unchanged versus 2020. Different cohorts have 
different pricing points depending on the business mix. And we continue to see that there are multiple factors that 
make our merchants want to do business with us, and pricing is just one of them. The drop in our average take rate 
from 5% in 2020 to 4% in 2021 is mainly explained by changes in the underlying business mix. The cohorts that 
grew the most in 2021 were the 2018 and 2020 vintages. And these cohorts came with a lower take rate, mainly 
driven by the business mix of higher payouts and local to local payment flows.  Third, it is worthwhile to highlight 
that the 2021 cohort of merchants posted a higher take rate than our overall take rate in 2021.” 
15 DLO Q4 & FY 2021 Earnings Presentation, Slide 9. 
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2020: Shift to Local-to-Local and Adding Low Margin, Largest Client Google 
 
Former DLO executives from the pre- and post-IPO periods stated that in 2020, management 
was looking for volume, seemingly without regard to profitability.16  At the time, DLO was 
suffering from a loss of revenues from key segments, including travel due to Covid.  During 
2020, large global merchants were increasingly setting up local operations in DLO’s core 
markets to avoid paying FX and other costs.  Because foreign currency exchange is the key 
component to its high margins (detailed infra), the shift by large MNC merchants from using 
DLO as a cross-border payments service to increasingly a local-to-local payment service 
provider (PSP) should have been detrimental to DLO’s gross and net take rates.  DLO reportedly 
responded by chasing volume.  Google reportedly started using DLO that year, and quickly 
became DLO’s largest client in terms of TPV, but with scant profitability due to it primarily 
using DLO for local-to-local transactions.  DLO was not alone experiencing this shift to local-to-
local processing. In April 2019, its competitor, Ebanx, a larger Brazilian cross border payments 
unicorn, also began this shift to activate local payment processing.17 
 
Interestingly, in DLO’s IPO and secondary prospectuses and associated filings, there is very little 
discussion of Take Rates.  After concluding the secondary though, DLO’s CEO, CFO, and 
former COO individually made separate statements explaining how the company was focused on 

 
16 Source A, a former DLO account manager and Source E a former DLO senior executive responsible for sales 
17 https://techcrunch.com/2019/10/16/brazilian-unicorn-ebanx-will-hit-2-billion-in-payments-processed-by-the-end-
of-the-year/  
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volume, not margins (i.e., Take Rate).18  In short, after successfully selling approximately $1 
billion of shares on a story of fast growth and high margins, management began admitting 
margin compression while Take Rates fell. 
 
DLO’s shift to local-to-local payment volumes have been growing rapidly since at least 
2019.19,20  Based on comments from one former executive, by 2020 we believe that local-to-local 
had already reached at least 20-25% of its business.21  In November 2021, subsequent to the 
October 2021 secondary offering, CEO Kanovich stated that local-to-local had grown to 30%.22  
In the following year’s 2Q22 earnings call, CFO Canay indicated over the past two quarters, it 
had grown to one-third.23 

 
Although DLO attempts to present this ability to engage in local-to-local payment processing as 
a competitive advantage,24 the marketplace for local payment processing is highly competitive, if 
not saturated.25,26,27  Knowledgeable former employees with whom we spoke explained the 
drivers of the increasing reliance on local-to-local, and its relative economics: 
 

Source A:  “I think that because what has happened is that in the past like five or seven 
years ago, when these companies were expecting – now Google has been in Latin 
America for 15 years – but other companies like Airbnb or AliExpress when these 
companies were coming to Latin America, having the cross-border model was very 
interesting, because they didn’t know what the market was like and having the cross-
border model was an easy way to come, right?  You didn’t have to set up an office or set 
up a company locally.  You would just connect to the PSP that could act as a merchant of 
record and you start your business very quickly.  But as time goes on and they were 
realizing that the market was good, it was interesting to stay.  They realize that paying for 
that FX didn’t make much sense.  So, they decided to – these companies were all shifting 
from collecting locally and settling abroad to collect locally and settling locally.  So, 
Dlocal became more and more of a PSP in the sense of having both options.  And the 

 
18 DLO 4Q21 and 1Q22 earnings calls 
19 DLO F-1, May 5, 2021, p.10: “For example, in 2019, as a result of rapidly evolving changes to the regulatory 
framework, we filed with the regulator to become a licensed payment processor in Brazil. This provided us with the 
ability to partner with one of the largest ride-hailing companies in the world due to our ability to create in Brazil a 
local-to-local payment solution that allowed thousands of its drivers to receive payments from and its customers to 
make payments to the merchant, which we believe is difficult to replicate by other providers.”  
20 DLO IPO roadshow presentation, slide14 
21 Source E, a former DLO senior executive  
22 DLO, 3Q21 earnings call 
23 DLO, 2Q22 earnings call 
24 DLO F-1, May 5, 2021, p.10 
25 https://www.bnamericas.com/en/news/at-a-glance-brazils-top-5-payment-companies et alai  
26 The 2020 McKinsey Global Payments Report, p. 17 
https://www.mckinsey.com/~/media/mckinsey/industries/financial%20services/our%20insights/accelerating%20win
ds%20of%20change%20in%20global%20payments/2020-mckinsey-global-payments-report-vf.pdf  
The 2020 McKinsey Global Payments Report “This ‘slow-balization’ is also expected to fuel the growth of regional 
supply chains. This will create a need for regionally integrated solutions, especially in B2B payments. Acquirers that 
have been slower to pursue the value pools in B2B digital commerce, due to its multi-geography complexities, may 
now be able to pursue opportunities at a regional level.”   
27 Ebanx started local to local in Brazil in 2019.  Adyen and DLO were competing head-to-head for Google’s local 
to local payments in 2020.  Brazil was a hot spot of fintech innovation in 2019-2020 with many local players. 
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main selling point was less the cross-border option, but more the multiple connections 
with one PSP option. And I think that was what Google saw on this company. So that’s 
why it’s one of the biggest customers.”28 

 
Source B: “One way to look at this is, in the beginning Brazil was the largest market, and 
they solved the issue for so many merchants, because of the regulatory change.  Then the 
focus shifted quite a bit into the rest of the world, because the merchants who were large 
enough had finished the process to become local in Brazil for card, and kept Dlocal for 
alternatives.  And then went with their own kind of local processors for Brazil, for local 
card, because it became such a critical market and so focus came up on all other areas 
from a large merchant perspective.  So, if I’m talking about the Googles, the Amazons, 
the Facebooks, the Netflixes of the world don’t necessarily use Dlocal for card processing 
in Brazil, but they use them for alternative processing in Brazil.”29  

 
Augmenting our skepticism is the 2020 on-boarding of the new high-volume but extremely low 
margin customer, Google.  According to former executives familiar with the account, Google 
went live on DLO’s platform in early- to mid-2020, placing it in the 2020 new merchant 
cohort.30  The margins from Google are low for several reasons: 1) Google was reportedly 
collaborating with DLO primarily on a local-to-local basis,31,32 2) Google’s payment volumes 
were allocated by a routing algorithm necessitating PSPs be competitive, and 3) it was 
competing head-to-head with Adyen.33  
 
Across multiple conversations with two former DLO executives, we learned that Google’s local-
to-local business with DLO in Brazil was operating on gross Take Rates of just 0.1% to 0.3% per 
transaction.34,35  DLO was competing head-to-head with Adyen for this business and was slightly 
more expensive, but only by 0.01% or 0.02% per transaction..36  However, soon after 
onboarding, Google’s processing volumes were apparently running at over $1 million per day.37  
The conversation excerpt below illustrates this (emphasis added): 
 
  

 
28 Source A, a former DLO account manager 
29 Source B, a former DLO senior executive responsible for revenues 
30 https://DLO.com/press-release/google-and-DLO-partnership-will-help-merchants-increase-conversion-in-
emerging-markets/  
31 Source A and Source E, a former DLO senior executive responsible for sales 
32 Google had been present in Brazil for years before the collaboration began.  Google Brasil Internet Ltda was set 
up in 2004 and major investments into data centers were made in 2017:   
https://informederendimentos.com/consulta/cnpj-google/ , https://www.bnamericas.com/en/news/google-sets-up-
brazil-data-center  
33 Source E, a former DLO senior executive responsible for sales 
34 Source A 
35 Source E 
36 Source E 
37 Source E 
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MW: Do you have a sense for who the Dlocal’s largest customers are? 
 
Source A: Sure. Their largest customer is Google. They don’t disclose that for some 
reason.38  Maybe Google doesn’t want to, but they do work with Google in Brazil, which 
is your largest customer, and in Chile as well as, and in Colombia, I guess, which is a 
very… because Dlocal their core business is doing cross-border payments, right?  So, 
collecting locally, doing the exchange in remitting the money abroad.  It’s their core 
business where they make more money because you have this portion of doing the FX, 
right, converting on from local currency to U.S. dollars.  And for Google they don’t that, 
they do local collecting in local settlements.  So, their margins there are very, very thin.  
But the volume of Google is just huge, right?39  

 
According to two former executives, DLO’s relationship with Google started out operating at a 
loss,40 and later was running on wafer thin net margins of just a few basis points at best.41  We 
understand that DLO was hoping to expand Google’s geographies from being only local to local 
in Brazil into Mexico, Columbia, Chile, Nigeria, Egypt, and some other small markets, where 
there might be some FX margin.  We are unclear whether DLO managed to expand its Google 
business geographically to that extent. Among these expansion geographies, two are particularly 
notable. In Chile, Google has been operating data centers for several years, and as such, large in-
country operations indicate such business there could also be local-to-local.42  In Mexico, Google 
also recently announced major new investments into data centers, meaning that collaboration in 
that market could likely also be local-to-local.43 
 
Google is not the only major low margin, high volume customer.  According to former 
employees, Didi’s business with DLO was focused on local-to-local payouts, primarily in 
Mexico bringing high volume, low margin business.44  Airbnb is another, which is local to local 
focused but also comes with additional operational complexity, as the Airbnb business entailed 
DLO to properly manage in-country withholding taxes.45,46  Airbnb also built out its local 
operations in LatAm, enabling it to collect revenues locally in some large markets, notably Brazil 
and Mexico, making it a high-volume customer that become unwilling to pay FX margin.47  
According to a former Ebanx executive we spoke with, Airbnb’s establishment of a local entity 
and drive to reduce pricing led to Airbnb churning with Ebanx.48  
 

 
38 DLO does not display Google in its presentations or list it among its customers in its filings; however, DLO put 
out a press release regarding the collaboration in April 2020.  Additionally, DLO’s API connection instructions 
show Google has been supported since January 2020.   
39 Source A 
40 Source A 
41 Source A and Source E 
42 https://labsnews.com/en/news/technology/google-cloud-chooses-santiago-as-its-second-region-in-latin-america/  
43 https://www.rcrwireless.com/20220725/telco-cloud/google-cloud-is-coming-to-mexico  
44 Source A 
45 Source E 
46 https://www.bloomberg.com/news/articles/2017-05-12/airbnb-looks-to-latin-america-now-its-fastest-growing-
market?leadSource=uverify%20wall  
47 Source C, a former Ebanx senior executive 
48 Source C 
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PSP Partners Provide Additional Volumes, But at Low Margins 

We learned that DLO often partners with global partners, PSPs which have the relationships with 
major global merchants to supply local payment options, accepting low conversion fees in 
exchange for volume and a chance to earn some FX fees, or perhaps hoping to poach the 
merchant from its “partner.”49  DLO’s prospectus claims its “direct connections with merchants 
serve as a strong competitive advantage and barrier to entry for competing providers, and makes 
incremental volume that flows through [its] platform highly margin accretive.”50   

In aggregate, these partners apparently deliver 15%-20% of payins and 10%-15% of 
payouts.51  In most of these relationships, DLO reportedly splits the conversion fees and earns 
the FX.  Payouts with partners are largely run based on a fixed fee plus a percentage for FX, 
which we understand is ~0.35% + FX for DLO.  DLO’s partners apparently include traditional 
money transfer companies like TransferWise, Global 66, and others that specialize in payouts, 
helping the LatAm diaspora remit funds to family.52  Such specialists have attractive volumes, 
but supposedly are highly attuned to FX market rates; thereby limiting the prospect of high FX 
mark-ups.   

According to a former senior executive, an example of this partner model was MercadoLibre, 
which offered Disney+.53  According to the same source, MercadoLibre offered Disney+ to 
DLO, but with the caveat that it was not a fee share; MercadoLibre capped the fee 0.2% plus 
FX.54   

Our Research and Sell-Side Show that DLO’s Pricing is Comparable to that of its Competitors 
 
According to most former executives and employees with whom we spoke, DLO’s take rates 
with global merchants are not meaningfully higher than its competitors.  Because DLO’s 
business has consistently focused on large, “Global Merchants”, its ability generate large 
commission rates is limited.  In 2019, 2020, and 2021, respectively, global merchants made up 
93%, 92%, and 96% of its total customer base.55  
 
While large merchants do not decide allocations on price alone, to win volumes the payment 
providers’ take rates and other KPIs need to be competitive.56,57  Large merchants generally are 

 
49 Source A, Source D (a former senior finance executive), and Source E 
50 DLO F-1, May 5, 2021, p.82 
51 Source E 
52 Source E 
53 Source E 
54 Source E 
55 DLO 2021, 20-F, p. 63 
56 Global merchants consider price to be one of several key factors, the others including conversion rates and 
fraudulent transaction rates (which lead to charge backs). 
57 DLO 2021, 20-F, p. 69, “Global merchants typically conduct a rigorous bidding and due diligence process before 
choosing and on-boarding their preferred PSP, evaluating candidates across many factors primarily including 
approval rates, technical capabilities, security, fraud management capabilities, payments experience, and price 
(including price transparency).” 
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sophisticated negotiators and the pricing differences between DLO and its competitors seemingly 
are minimal.   

 
Source E: “No [advantage], actually, if I have to tell you, I will say that Dlocal is more 
expensive than the competitors, small amounts, but sometimes it's more expensive.  But 
we were taking advantage of the opportunity that we are giving to the merchants through 
one connection.  They were doing almost all emerging markets.  So, they really take it 
into account when it comes to make a decision of which payment platform, you will 
connect to.  I mean maybe 0.1%, maybe 0.2% more expensive, but we were never 
cheaper than the competition.  It was not the approach… 
 
I want to be just specific in one case because it's one of the biggest companies in the 
world, but when it comes to huge companies, when it comes to huge merchants, the Take 
Rate — it's really similar with the competition. Really similar.  Maybe it's more 
expensive, but it's ridiculously low the difference, they push you a lot.  It's just easy to 
gain more - a lot of money per dollar there.” 

 
We also heard that competitors would sometimes be more expensive.  One former executive with 
firsthand knowledge of both DLO and Ebanx compared the two companies’ approaches, 
speaking candidly about the DLO management’s goals of chasing volumes and top line revenues 
without generating profits: 
 

Source A: “I think Dlocal has a stronger, sales team, but they, they don't really look into 
profitability.  You're only looking into TPV growth.  And, um, and that's why their 
margins are thinner.  And, and sometimes merchants [are] operating at a loss, they just 
need to re-evaluate sometimes when they look at their, their, their merchant lists and they 
realize that someone is operating at a loss, they bump up their FX fees, in order to 
balance things.  But, Ebanx on the other hand, is worried about profitability, does not 
accept as easily, you know, bringing in merchants that are, that won't, they won't, they 
will only add TPV and not profit, but I think that's the main difference on how they 
operate.” 58  
 

In speaking with other former executives, we often heard that Ebanx described as the closest 
competitor to DLO in Latin America.  Ebanx is Brazil-focused, handles cross-border payments, 
originally focused on pay-ins, and was also co-founded by a former employee of AstroPay, the 
company from which DLO was spun out in 2018.   
 
We asked about how the cross-border pay-ins, payouts, and FX margins generated by DLO and 
Ebanx compared.  We were told that Ebanx was lower cost on the commission rate but on the FX 
side the differences were small, and sometimes Ebanx was higher (emphasis added):59 
 
  

 
58 Source A 
59 Source E 
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Source E: Ebanx was always cheaper than Dlocal.  Uh, but I would say that you mean 
local for local or cross border? 
 
MW: Both. 
 
Source E: Both.  Okay.  So domestically…  But in Brazil specifically, they do, they 
did a lot of local for local because they, they had, they had, they had a big part of 
their market was full of small and middle size accounts.  We were not covering that 
market at that time.  So I will say that a typical commission was 0.5% over the, the 
payment method.  Uh, and, uh, FX, on the case of cross border, Ebanx maybe was around 
2%, 2.5 maybe.  This was for them, we were always like, domestically, we were like 
between 0.2 and 0.5% more.  And, FX, maybe we were not more expensive.  
 
MW: What? 
 
Source E:  But I think we were more efficient, uh, because of the balance that we had 
between pays and payouts, that they were just starting with payouts.  I think, uh, Ebanx 
started with payouts 2021, they were not doing payouts.” 

 
An investment bank research survey from 2021 corroborates these accounts, explaining that its 
research found pricing for DLO was competitive in all conversations with some mentioning 
DLO being slightly more expensive, and one mention that Adyen was more expensive.60  This 
bank research sited a Brazil Central Bank study of FX, which found the average FX fees and 
spreads for non-export contracts in Brazil, DLO’s largest market, approximated 1.2% from 2005-
2018.   The study also found that the larger the contracts, the smaller the spreads.  The report 
explains that average spreads from operations with broker intermediation were about ~0.6% 
lower, as the broker charges the client for the service.61  Thus we think that the real FX spread 
for large volume contracts should be under 1.2%. 
 

 
60 Investment bank research report dated June 2021. 
61 https://www.bcb.gov.br/conteudo/relatorioinflacao/EstudosEspeciais/EE048_Spread_no_mercado_de_cambio.pdf  
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FX Gains: “Where the Magic Happens”  
 
DLO’s outlier Take Rates are dependent on outsized revenue from foreign exchange (“FX”) 
transactions.  The revenue DLO books from FX is implausibly high in our view.  FX gains and 
fees appears to be an outlier in terms of its contribution to revenue, ~40%-50%, and the portion 
of cross-border TPV it represented in 2020, ~3%.  Seemingly, DLO should be earning at most 
about half that amount, or ~1.5%, on gross cross-border FX gains and fees, and quite possibly 
lower due to the substantially lower margins on payouts.  The ~3% for 2020 FX gains and fees is 
exclusive of commissions / conversions, which implies that there had been a gross 2020 cross-
border Take Rate of ~5.5%. 
 
DLO is Highly Dependent on FX Revenue 
 
According to a former DLO senior executive responsible for sales, FX gains are “where the 
magic happens” for DLO’s business.62  Subsidiary financials confirm this assessment.  DLO has 
three primary entities that process its merchants’ cross-border transactions: Dlocal Ltd. (Malta) 
(“Malta Operating”), Dlocal LLP (UK) (“UK LLP”), and Dlocal Corp. (UK) (“UK Corp.”).  The 
most recent two years of entity financials, 2019 and 2020, are summarized below.  These three 
entities in 2019 and 2020 respectively accounted for 94.9% and 90.5% of DLO’s consolidated 
revenue.  As shown below, those entities’ financials break out FX fees and gains, and in 2019 
and 2020, they respectively accounted for 52.9% and 44.8% of these entities’ revenues.   
 

 
62 Source E 
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We consider Ebanx to be DLO’s closest comp because a) until 2020, it primarily focused on 
cross-border payments from / to Brazil (it was more heavily weighted to pay-ins), b) its 2019 
processing volume was approximately $2 billion, and was primarily cross-border,63 c) it works 
with many of the same large international merchants, such as Kauishou, Wish, Spotify, and 
previously with Airbnb, and d) it was also founded by a former AstroPay business advisor.64  
Ebanx is not publicly traded, and its top-level entity is in Singapore.  Its financials show a much 
smaller revenue contribution from FX than DLO’s entity financials do.   
 

 
 
Assuming that Ebanx’s 2019 TPV was $2 billion, and that 90% of it was cross-border (which we 
think is DLO-favorable for this comparison), Ebanx’s FX revenue, which is reported on a gross 
basis, represented ~0.60% of the hypothetical cross-border TPV.  (That rate drops to 0.55% if 
assuming all $2 billion was cross-border.)  To ensure that FX conversion gains had not been 
booked as Processing Fees, the Processing Fees represented ~2.6% of $2 billion, which seems 
in-line with gross commission rates for Brazil cross-border processing fees. 
 

 
63 https://www.prnewswire.com/news-releases/fintech-company-ebanx-is-the-newest-unicorn-in-latin-america-
300939262.html 
64 https://theorg.com/org/ebanx/org-chart/wagner-ruiz 
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DLO Appears to Have Earned ~3% of TPV on FX Transactions Alone, which is At Least 
Double Our Expectations 
 
We estimate that DLO earned ~3% of cross-border TPV during 2020 on FX transactions alone.  
We would expect this rate to have been no more than ~1.5% if payins had been 100% of cross-
border TPV.  Based on our understanding that payouts were ~40% of cross-border TPV in 2020, 
the FX Take Rate should have been ~1.1%.  We focus on 2020 because a) DLO’s three key 
processing subsidiaries have not yet filed their 2021 financials, and b) we did not obtain an 
estimate for 2019 cross-border versus local-to-local TPV. 
 
DLO started offering local-to-local payment processing service in 2019.65  As discussed supra, 
Source E estimated that 20% - 25% of DLO’s 2020 TPV was local-to-local, meaning that cross-
border TPV was 75% - 80%.66  Comments by CEO Sebastian Kanovich on DLO’s Q3 2021 call 
that local-to-local had reached 30% of TPV support this range.  Therefore, we believe that a 
midpoint of the given local-to-local range of 22.5% is reasonable to use to estimate DLO’s 2020 
cross-border TPV.  At 77.5% cross-border (the reciprocal of 22.5% local-to-local), the cross-
border TPV would have been $1.60 billion.  The $46.7 million of 2020 FX fees and gains 
reported by DLO’s three primary entities is 2.92% of the estimated cross-border TPV.   
 
We would expect FX fees and gains to be no more than ~1.5% of cross-border TPV, and likely 
much lower due to payout volumes.  As shown below, Source A explained that large merchants 
on average paid DLO a gross FX conversion rate of ~1.5% on cross-border payin.67  The same 
source stated that cross-border payouts by large merchants averaged ~0.5%.  DLO categorized 
92% of its 2020 TPV as having come from “Global Merchants”,68 implying a significant portion 
of the cross-border TPV was generated by merchants paying ~1.5%.  A 2021 investment bank 
research report cited a report by the Brazilian Central Bank as showing that FX spreads on non-
export contracts typically are ~1.2%.69   
 
We understand that DLO’s cross-border payout TPV was approximately ~40% of cross-border 
TPV in 2020.  Applying that assumption, then we would actually expect a gross FX margin of 
roughly 1.1%, rather than the ~3% DLO apparently generated.   

Concerns About Client Funds Segregation – Movements of DLO and 
Merchants’ Funds Do Not Reconcile 
 
In 2020, DLO’s last year before going public, it paid its pre-IPO shareholders a special dividend 
of $15 million and made a $31.5 million loan to two shareholders (discussed supra).  When 
running a cash flow reconciliation net of movements of merchant funds-related accounts, DLO’s 
cash flows do not reconcile.  We calculate a $3.3 million deficit in DLO’s ability to fund its 
dividend.  This problem is mirrored at the Malta Operating subsidiary level, at which we 
calculate a $4.1 million deficit in the subsidiary’s ability to fund its cash uses.  While the 

 
65 DLO, pre-IPO presentation, p.14 
66 Source E 
67 Source A 
68 DLO, 2021 20-F, p.63 
69 June 2021 investment bank research report. 
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discrepancies could be due to inadequate or inaccurate disclosures, it also gives rise to the 
concern that DLO possibly used client funds. 
 
The key to this analysis is remembering that because DLO holds clients’ funds, its consolidated 
accounts include cash, trade receivable, and trade payable balances belonging to its merchant 
clients.  From accounts in DLO’s consolidated cash flow statement, we subtracted the portions of 
cash flows that seemingly are attributable to the merchants (all numbers in this report section are 
in thousands, unless otherwise stated): 
 

• Trade receivables: Of the $45,932 outflow from the Increase in Trade and other 
receivables, we ascribe $42,303 to the merchants.  In the October 21, 2021, prospectus, 
Note 16 to the 2020 financial statements, “Trade and Other Receivables” states that 
“Trade Receivables correspond to uncollateralized gross amounts due from acquirers, 
processors, merchants and preferred suppliers for services performed that will be 
collected in less than one year, so they are classified as current” (emphasis added).  We 
read that as meaning that Trade Receivables substantially all relate to merchant funds.  
The note breaks out the balances in Trade receivables from other categories, showing 
gross balances of $25,250 and $67,553 in 2019 and 2020, respectively, which is a net 
increase (outflow) from the merchants of $42,303. 

• Trade payables: Of the $89,888 inflow from the Increase in Trade and other payables, we 
ascribe $85,895 to the merchants.  Note 21 to the 2020 financial statements, “Trade and 
Other Payables” states that “Trade Payables correspond to liabilities with Merchants, 
either related to payin transactions processed or payout transactions to be processed at 
their request.”  The note breaks out the balances in Trade payables from other categories, 
showing balances of $50,832 and $136,727 in 2019 and 2020, respectively, which is a net 
increase (inflow) to the merchants of $85,895. 

• Net exchange differences: This is a minor adjustment of only $99.  We ascribe it to 
merchants, as it should substantially apply to their cash, and receivable / payable 
balances. 

• Effects of exchange rates on cash and cash equivalents: This adjustment totals $30 on the 
consolidated cash flow statement.  We ascribe $18 of it to the merchants to reflect their 
proportional ownership of cash balances. 

 
The Check Sum field in the adjusted cash flow statement below compares the difference between 
beginning and end of year cash balances to the cash flow account totals.  As one would expect, 
there is no delta on a consolidated basis.  However, DLO appears to have ended 2020 with 
$3,347 more cash than the adjusted cash flow statement implies.  Therefore, either DLO’s 
disclosures are inadequate (i.e., more detail is needed to disaggregate merchant account balances 
from those of DLO), inaccurate, or DLO likely used client funds for its 2020 cash needs. 
 



 

 Page 29 of 46 

 

Consolidated Merchants DLO
Cash flows from operating activities   
Profit before income tax 31,418           -                   31,418           
Adjustments:
Interest income from financial instruments (443)              -                   (443)               
Interest charges for lease liabilities 20                  -                   20                  
Other finance income (50)                -                   (50)                 
Other finance expense 47                  -                   47                  
Amortization of Intangible assets 656                -                   656                
Depreciation of Property, plant and equipment 155                -                   155                
Amortization of Right-of-use asset 181                -                   181                
Revenue reduction related to prepaid assets 67                  -                   67                  
Share-based payment expense 7,295             -                   7,295             
Net exchange differences (99)                (99)               -                     
Fair value gain on financial assets at fair value through profit or loss (9)                  -                   (9)                   
Other operating loss 2,896             -                   2,896             
Net Impairment (gain)/loss on financial assets (808)              -                   (808)               

41,326           (99)               41,425           
Changes in working capital
Increase in Trade and other receivables (45,932)         (42,303)        (3,629)            
Increase in Other assets (1,114)           -                   (1,114)            
Increase in Trade and other payables 89,888           85,895         3,993             
Increase in Tax Liabilities 5,877             -                   5,877             
Increase in Provisions 595                -                   595                

Cash from operating activities 90,640           43,493         47,147           
Income tax paid (2,154)           -                   (2,154)            

Net cash from operating activities 88,486           43,493         44,993           

Cash flows from investing activities
Acquisitions of Property, plant and equipment (876)              -                   (876)               
Additions of Intangible assets (3,006)           -                   (3,006)            
Net collections of financial assets at fair value through profit or loss 7,089             -                   7,089             
Interest collected from financial instruments 443                -                   443                
Other finance income collected -                    -                   -                     

Net cash from investing activities 3,650             -                   3,650             

Cash flows from financing activities
Proceeds from issuance of shares -                    -                   -                     
Dividends paid (15,000)         -                   (15,000)          
Interest payments on leases (20)                -                   (20)                 
Lease payments on principal (131)              -                   (131)               
Payment of loans advanced by Shareholders -                    -                   -                     
Other finance expense paid (47)                -                   (47)                 

Net cash used in financing activities (15,198)         -                   (15,198)          

Net increase in cash flow 76,938           43,493         33,445           
Cash and cash equivalents at the beginning of the year 34,765           27,885         6,880             
Effects of exchange rate changes on cash and cash equivalents 30                  18                12                  
Cash and cash equivalents at the end of the year 111,733         68,049         43,684           

  
Check Sum -                    (3,347)          3,347             

dLocal Group Limited
Consolidated Statements of Cash Flows, Adjustments for Merchants' and DLO Balances

Year ended December 31, 2020
(All amounts in thousands of U.S. Dollars except share data or as otherwise indicated)
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Our reconciliation of the client and company cash flows of DLO’s largest operating subsidiary 
by revenue contribution, Dlocal Ltd. (Malta) (“Malta Operating”), shows a $4.1 million hole in 
the company’s cash flows.  Malta Operating generated 45% of 2020 consolidated revenue, and 
paid a $25.8 million dividend to its parent holding company in 2020.  That dividend was 62.2% 
of all dividends that the parent company received in 2020, from which it in turn paid the $15 
million special dividend to DLO pre-IPO shareholders.  While the discrepancy could again be 
due to inadequate or inaccurate disclosures, these accounts are less complex by virtue of being 
for only one entity.  This discrepancy therefore also gives rise to the concern that DLO possibly 
used client funds to pay its dividend.  The table below summarizes our findings: 
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To do the reconciliation, we again subtracted the portions of cash flows that seemingly are 
attributable to the merchants: 
 

 
 
  

Consolidated Merchants DLO Explanation
Cash flows from operating activities   
Profit for the year 13,717,487    -                   13,717,487    
Adjustments for:
Fair value movement in financial assets through profit or loss (11,313)         -                   (11,313)          
Amortization of Intangible assets -                    -                   -                     
Finance income (47,194)         -                   (47,194)          
Income tax expense 7,324,175      -                   7,324,175      

20,983,155    -                   20,983,155    

Changes in operating assets and liabilities:
Trade and other receivables 10,731,787    10,933,148  (201,361)        1
Trade and other payables 16,313,796    11,367,641  4,946,155      2
Related companies (5,522,584)    (5,522,584)   -                     3
Parent company (66,316)         -                   (66,316)          
Cash from operating activities 42,439,838    16,778,205  25,661,633    
Income tax paid -                    -                   -                     
Net cash from operating activities 42,439,838    16,778,205  25,661,633    

Cash flows from investing activities
Acquisition investments -                    -                   -                     
Disposal of investments 2,048,116      -                   2,048,116      
Finance income 47,194           -                   47,194           
Net cash from investing activities 2,095,310      -                   2,095,310      

Cash flows from financing activities
Repayment of parent company loan -                    -                   -                     
Dividends paid (25,821,584)  -                   (25,821,584)   
Net cash used in financing activities (25,821,584)  -                   (25,821,584)   

Net movement in cash and cash equivalents 18,713,564    16,778,205  1,935,359      
Cash and cash equivalents at the beginning of the year 10,563,825    8,543,651    2,020,174      4
Cash and cash equivalents at the end of the year 29,277,389    21,225,780  8,051,609      4

  
Check Sum -                    (4,096,076)   4,096,076      

3: Per FS Note 12.2, Reconciliation of client funds, Amount due from related companies relates to client funds and were $12,362,860 
and $6,840,276 in 2020 and 2019, a delta of $5,522,584.
4: Per FS Note 10.

dLocal Limited (Malta)
Statements of Cash Flows, Adjustments for Merchants' and DLO Balances

Year ended December 31, 2020
(All amounts in U.S. Dollars except share data or as otherwise indicated)

1: Per FS Note 9, Receivables from collection agents were $8,680,614 and $19,613,762 in 2020 and 2019, a delta of $10,933,148.
2: Per FS Note 12, Merchants' Clients Funds were $37,512,700 and $26,145,059 in 2020 and 2019, a delta of $11,367,641.
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Related notes to the Malta Operating financials: 
 

 
 

 
 

 

 

Serious Governance Deficiencies 
 
DLO’s choices on governance and operations seem less-than-ideal if the goal is to operate an 
efficient global payment processing business, capable of handling many billions of dollars per 
year in transactions.  If, on the other hand, the goal is to milk the munificence of the public 
markets while presenting significant risks of fraudulent financial reporting and / or co-mingling 
of client and company funds, then DLO makes much more sense.  DLO strikes us as being 
unduly complex, having poor controls including an over-reliance on manual processes, 
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deficiently governed, and a regulatory arbitrageur.  The list of governance and operations choices 
includes the following: 
 
A Fintech Running on Excel 

Per DLO’s disclosures, its financial operations including its global treasury functions rely 
heavily on manual operations and expose the company to high risk of material errors across all 
its key operational areas, ranging from payment amounts, duplicate payments, FX rate 
calculations, withholding taxes, etc. as well as an increased likelihood of control deficiencies.70,71    

As a multi-billion-dollar global payments processor that claims to have been “technology-first” 
business from inception,72 we are surprised that the company did not invest heavily in its IT 
backbone and upgrade its operations to provide a world-class platform.  Instead DLO 
management chose to take the company public with a back-end payment processing management 
system that was neither automated nor integrated, and according to three former employees with 
whom we spoke was dependent upon the teams running and reconciling large volumes of pay-ins 
and pay-outs on spreadsheets.  But if one wanted to run a fraud, manual, non-integrated 
accounting processes make it much easier. 

Repeated Breaches of Malta Tier 1 Capital Requirement 
 
In 2020 DLO Limited (Malta) reported a capital requirement shortfall in 2020 explaining that 
because it declared and distributed dividends out of profits of $13.7 million on Dec 16, 2020,73 
and because “own cash” excludes profit registered during the year, that their year-end Tier I 
capital fell below the requirement for maintaining its financial institution license.  This was 
remedied by means of the external audit and issuance of the financials and including the profits 
recorded for the year. 
 

 
70 DLO 2021 20-F, pp.15, 37  
71 Sources A, B, D, & E also confirmed the heavy use of manual operations in treasury and FX operations. 
72 DLO 2021 20-F, p.64 
73 Note, this is 1 day before the intercompany wire transfer for the loans to DLO’s President and CEO for the 
exercise of their options. 
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In 2021, the company again reported a shortfall, and the same remedy was applied – by 
calculating the year end Tier I capital ratio after the issuance of the full year’s financials and 
adding in the profit recorded during the period.74  However, this time management provides no 
reason for the shortfall itself.  This stands out as odd because 2021 was the year of the IPO, and 
even though the proceeds went primarily to insiders, the company raised $87.1m in the IPO and 
another $63.2m in pre-IPO share sales.75  DLO’s use of proceeds includes the building up of 
working capital and general corporate purposes.76  Interestingly, in 2019, it did not have these 
cash shortfalls. 
 

 
74 https://www.sec.gov/Archives/edgar/data/1846832/000095017022003765/dlo-ex99_2.htm  
75 DLO, 2021 20-F, p. 105 
76 DLO, 424B1 June 4, 2021, pp. 20, 72 Use of proceeds included (1) to accelerate our investments in technology, 
(2) to manage potential working capital needs that may result from offering advanced payments to our merchants 
before we collect payments from acquirers, processors, or collection agents; (3) to pursue growth opportunities, 
including through the acquisition of cross-border payment processing companies, software development companies 
or other payment related companies and (4) for general corporate purposes.  
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Dodging FCA Regulation 
 
DLO seems to take pains to avoid having the UK’s Financial Conduct Authority (“FCA”) 
regulate it.  We believe that the FCA is one of the more stringent payments regulators in the 
world.  Shortly after Wirecard imploded in scandal, in July 2020, the FCA imposed tighter rules 
on custody of client money at payments companies.77  However, neither UK entity, which 
collectively accounted for ~45.6% of DLO’s consolidated 2020 revenue, are registered with the 
FCA.  (DLO’s Malta Operating entity is regulated by the Malta Financial Services Authority, 
and is registered with the FCA with Temporary permission.78)  We suspect that DLO avoids 
registering its UK entities with the FCA through a lack of physical presence exemption.  
Assuming we are correct, it seems that DLO is gaming the system in terms of its physical 
presence in the UK.  It clearly has a material physical presence in the UK. 
 
Dlocal LLP (UK) and Dlocal Corp (UK) are clearly engaged in payment processing.  This is 
reported both in the scope of their UK operations and in DLO’s own filings with the SEC.79,80  
We think DLO created the appearance of having a qualified exception for its two UK through 
two primary means.  Dlocal Limited Malta, the official license holder with the FCA, registered 
the name “Dlocal Limited”.  We suspect that the shared common name may have enabled Dlocal 
LLP (UK), and later possibly Dlocal Corp (UK) as well, to fly below the radar and avoid 
scrutiny by the FCA.  Second, by setting up its UK employees as employees of its overseas sister 
company, Dlocal Technologies SA, we believe DLO avoided having the appearance of a 
physical presence in UK, especially during the IPO preparation.  
 
According to its 2019 and 2020 financial statements, Dlocal LLP (UK) had 57 employees in 
2019.  In 2020, when the FCA tightened rules, it redesignated them as employees to Dlocal 
Technologies (Uruguay).81  Additionally, when Dlocal Corp (UK) was set up its employees were 
placed under Dlocal Technologies 2020.82   

 

 
77 https://newmoneyreview.com/index.php/2020/07/09/fca-ends-light-touch-e-money-regulation/ 
78 Temporary permissions are provided for EEA-based firms that previously passported into the UK 
79 Dlocal UK LLP financial statements 2020, “the principal activity of the LLP is the provision of cross-border 
payments services for e-commerce merchants and payment service providers. 
80 Dlocal Corp LLP financial statements 2020, “Principal activities: The Corp LLP is a recognized cross-border 
processor that started operations on 1 July 2020, and that enabling international merchants to access end users 
(customers) in emerging markets such as Mexico, Argentina, Colombia, and Chile in Latin American; India in Asia. 
The Corp LLP also facilitates the transactions with other related parties located in other emerging markets.” 
81 Dlocal UK LLP 2020 financial statements, Note 5 Staff 
82 Dlocal UK LLP 2019 financial statements, Note 4 Staff 
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- UK LLP 2020 financial statements, Note 5 Staff 

 
- UK LLP 2019 financial statements, Note 4 Staff 

 
 
Per LinkedIn, DLO’s UK Finance Director / VP of European Business Development is located in 
the UK.83  LinkedIn shows profiles of other UK employees engaged in finance, operations, and 
management activities.84,85  We also see that Dlocal continues to recruit new staff in the UK and 
also keeps a co-workspace in London for their use.86,87 
 
Seemingly Unnecessary Complexity 
 
DLO’s operational structure also contains unnecessary complexity which we believe is a 
deliberate attempt to avoid oversight by FCA.  DLO’s bigger global competitor, Adyen, has only 
has one licensed payment processing entity, which is licensed in Netherlands, UK and US.88  
DLO’s largest LatAm competitor, Ebanx, has its UK subsidiary, Ebanx Limited (UK) registered 
with the FCA.  
 
In contrast, DLO has three payment providers, two of which are UK companies but unregistered 
with the UK’s FCA (discussed supra).  The primary entity is Dlocal Limited (Malta) which holds 
the electronic money issuer (EMI) and is an EU licensed Financial Institution,89 and is registered 
with the UK’s FCA, holding a temporary license.90,91  In theory, all merchant funds should flow 
through this Malta entity.92  DLO’s two additional unregistered payment providers in the UK, 
Dlocal LLP (UK LLP) and Dlocal Corp (UK Corp), which do not report segregated merchant 

 
83 https://www.linkedin.com/in/agust%C3%ADn-botta-a9b32a20/  
84 https://www.linkedin.com/in/fabiana-lima-aa01603a/  
85 https://www.linkedin.com/in/juanjosebustamantex4/    
86 https://dlocal.com/company/about-us/, Dlocal’s website indicates it maintains an office in a WeWork location in 
London.  Based on discussions with former employees we understand the purpose of such locations is to provide 
local employees who primarily work from home with a place to work or meet. 
87 https://www.linkedin.com/jobs/view/business-development-manager-uk-at-dlocal-
3318542948/?originalSubdomain=uk  
88 Adyen 2021 Annual Report, p. 118 
89 Dlocal Limited, Malta, 2020 financial statements, note 1 
90 https://register.fca.org.uk/s/search?q=Dlocal&type=Companies 
91 https://www.fca.org.uk/firms/payment-services-regulations-e-money-regulations If you provide payment services 
as a regular occupation or business activity in the UK, you need to apply to us to become: an authorized payment 
institution, a small payment institution, a registered account information service provider. 
92 Source D  
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client cash balances.93  Further, UK Corp, the newer UK entity, is one of the two not registered 
with the FCA, but is registered with the USA’s FinCen as a Money Service Business.94,95 

 
Questionable Consolidated Auditor Choice 
 
DLO chose PwC Argentina as its auditor.  However, DLO’s primary payment processing entities 
are in Malta and the United Kingdom, and its collections and processing operations are scattered 
throughout the world.  We are concerned that PwC Argentina lacks the resources to audit such a 
complex, global company.  We are further concerned because DLO’s CFO, Diego Cabrera 
Canay, worked at PwC Argentina through 2008; that gives rise to the possibility that the auditor 
is less skeptical of DLO than it should be.  (We have previously noted similar dynamics in the 
cases of Sino-Forest and NMC Health.)   

 
Troubling Subsidiary Auditor Choice 
 
DLO has two of its three key subsidiaries in the UK.  These subsidiaries reported ~45.6% of 
2020 consolidated revenue.  The subsidiaries are audited by a questionable local auditor, MHA 
MacIntyre Hudson, a member of Baker Tilly International.  MHA MacIntyre Hudson has a 
reputation for taking on less desirable clients dropped by the big four.96  Certain of MHA 
MacIntyre Hudson’s audits were reportedly under investigation by the UK’s FRC for the years 
2018 and 2019.97   
 
We have significant conflict of interest concerns with these audits.  MHA MacIntyre Hudson is 
the auditor for not just Dlocal’s two UK payment processing subsidiaries but also AstroPay’s UK 
family of companies: Larstal Limited, AP Global Corp LLP, and Directa24 LLP.  Rakesh 
Shuanak, who is the chairman of MHA MacIntyre, is the senior audit partner for Dlocal LLP 
(UK), Dlocal Corp (UK), and the AstoPay UK entities: AP Global Corp LLP (UK), and 
Directa24 LLP (UK).  As we discuss infra, we believe that the relationship with AstroPay and its 
affiliates is another red flag. 
 
Given the risk of co-mingling client funds, the UK entities’ audit rigor seems deficient.  Ebanx 
has a UK entity, Ebanx Ltd., which is FCA-licensed and is audited by Nexia Smith & 
Williamson.  Its audit report scope states that “[the auditor] obtained an understanding of the 
entity’s policies and procedures in relation to compliance with relevant laws and regulations and 
how management identify breaches of the applicable Financial Conduct Authority (FCA) 
rules…To gain evidence about compliance with significant laws and regulations above, we have 

 
93 Dlocal, 2020, 424B1 Prospectus, p. F-12, “dLocal Limited (Malta), dLocal LLP (UK) and dLocal Corp LLP (UK) 
act as Payment Providers within the structure of the Group. These companies provide payment processing services 
to international merchants and work with Collection Agents based on the emerging markets. Payment Providers sign 
‘Payment Processing Services Agreements’ with merchants to enable them to accept and disburse payments in 
emerging markets.” 
94 DLO, 2021 20-G, p. 23 
95 https://www.fincen.gov/msb-state-selector 
96 https://news.bloombergtax.com/financial-accounting/u-k-watchdog-raising-scrutiny-of-smaller-auditors-probe-
shows 
97 https://news.bloombergtax.com/financial-accounting/u-k-watchdog-raising-scrutiny-of-smaller-auditors-probe-
shows 
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reviewed the Company’s breaches register, reviewed board meeting minutes, inspected 
correspondence with the FCA relating to the year and obtained written management 
representations regarding the adequacy of procedures in place…led a discussion with senior 
members of the engagement team regarding the susceptibility of the Company’s financial 
statements to material misstatement, including how fraud might occur.  The key areas identified 
as part of the discussion were the risk of manipulation of the financial statements through manual 
journal entries and incorrect recognition of revenue…”  In addition, the notes to the financials 
expressly disclose the amount of client money held. 
 
Wise Plc is a UK-listed cross-border money transfer provider.  Its entity Wise Payments Ltd. is 
also FCA-licensed.  Its consolidated audit report scope includes the verbiage “[the auditor] 
identified that the principal risks of non-compliance with laws and regulations related to the 
Financial Conduct Authority’s (“FCA”) regulations…and equivalent regulations in each of the 
territories in which the Group operates, and we considered the extent to which non-compliance 
might have a material effect on the financial statements…We evaluated management’s 
incentives and opportunities for fraudulent manipulation of the financial statements (including 
the risk of override of controls), and determined that the principal risks were related to posting 
inappropriate journal entries, creation of fictitious revenue transactions…”  It then lists various 
audit procedures performed with respect to regulatory compliance.  The notes include verbiage 
about segregation requirements and detail on client fund holdings. 

 
In contrast, neither of the audit reports for DLO’s UK processing company entities specify that 
their audit scopes included assessments of regulatory compliance or client fund segregation.  
Neither of the two DLO UK payment providers report client fund balances, leading us to believe 
the auditor is not checking for proper segregation and safeguarding of client funds.  Given our 
concerns about how DLO has funded its cash uses at both the consolidated and Malta Operating 
levels, we view this apparent lack of rigor and transparency as inexcusable. 

 
Increasing Opacity in Malta Clients’ Funds Disclosures 
 
In 2020, the year in which Wirecard imploded, DLO’s Malta Operating entity made an 
accounting policy change at Malta Operating that makes it harder to understand the delineation 
between cash belonging to the company and its merchants.  Malta Operating, which generated 
45% of consolidated 2020 revenue, used to have a helpful and transparent way of disclosing the 
amount of client balances it held.  There are two components to these disclosures: Actual client 
cash balances and the portion of the Trade and Other Payables that consists of clients’ cash 
balances.  From 2017 through 2019, the notes to the financials on Trade and Other Payables 
separately disclosed payables consisting of Merchants’ Clients Funds from Trade and Other 
Payables.  These numbers always matched the disclosed Clients’ Funds Bank Balances, and feed 
into the net monetary position, in which we found discrepancies as detailed supra.   
 
In 2020, Malta Operating ceased to break out the Merchants’ Clients Funds separate from the 
other payables.  It instead began aggregating them with Trade Accounts Payable.  The question 
is: Was this just a poor optical decision in light of Wirecard and the upcoming IPO, or is it an 
attempt to obscure problems with the accounts?  Given the issues we identified with Malta’s cash 
flows, the latter possibility should not be dismissed. 
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Previous and Ongoing Entanglements with AstroPay, Affiliates, and Related Parties 

AstroPay and Directa24 are disclosed by Dlocal as processing payments for high-risk merchants 
mainly “operating in online gambling, forex, binary options or adult entertainment verticals. 
Their main markets are Brazil, India and Latin America generally. These activities do not have a 
clear legal framework in these jurisdictions and could be considered illegal in some of the 
jurisdictions.” 

Dlocal was spun out of AstroPay and supposedly was fully separated in 2018.98  However, 
besides common ownership, and an apparently duplicated operational model,99 we came across 
remnants of AstroPay DNA in Dlocal’s FCA license, suggesting a shared ombudsman or 
customer service department.  We also see parallels in their complex structures, their use of 
external related-party collection agents, and in their interest to offer prepaid debit cards. 

First, in the Dlocal limited (Malta)’s FCA registration, the ombudsman contact link posted is an 
AstroPay address: george@astropay.com.100  Many of the customer reviews of AstroPay and 
Dlocal include scathing comments listing problems with non-receipt of deposited funds, inability 
to use the cards, and an unresponsive company.101,102 

 

 
 

 
98 Dlocal, 2021, 424B1 Prospectus, p. 53 “dLocal began as a division of AstroPay. Prior to August 1, 2018, we 
operated as a division of AstroPay, a global payment solutions provider with operations in emerging markets. On 
August 1, 2018, our business was separated from the business of AstroPay and its affiliated entity, Directa24, 
pursuant to a separation agreement.” 
99 Source B, “Remember dLocal, even though they say they're from 2016, they have all their know-how from 
AstroPay.  So really, they've been operating in the market since 2005. It's a lot to build upon because with dLocal, 
what we literally did is copied and pasted the operation of AstroPay, and do the duplicate, and separated the 
entities.” 
100 https://register.fca.org.uk/s/firm?id=001b000003jMtOrAAK  
101 https://www.trustpilot.com/review/dlocal.com 
102 https://www.trustpilot.com/review/astropay.com 
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Both Dlocal and AstroPay utilize unnecessarily complex structures that seem designed to create 
complexity and opacity and circumvent oversight by registering one stand-alone company, 
operating the others as indirect associates, and utilizing webs of related party collection agents. 
 
In the case of AstroPay, Lastral Limited (UK)103 is registered with the FCA but is moving 
payments via external collection agents under common control.  AstroPay’s two key companies 
are AP Global Corp (formerly known as AstroPay) which is B2C running prepaid cards and 
vouchers, and Directa24, another spin off of AstroPay, which is B2B for high-risk merchants.104  
Neither the audit scopes for the FCA registered stand-alone company Lastral Limited, AP Global 
Corp, AP Global LL, nor Directa24 LLP mention FCA regulations and do not report segregated 
merchant client funds.  Both AstroPay and Directa24 report no employees in their UK 
financials,105 likely arguing that they have no operations in the UK.  In recent years, all share the 
same UK auditor as Dlocal, MHA MacIntyre. 
 
Directa24: DLO’s Shadow? 
 
DLO discloses a formal separation agreement between it and AstroPay and Directa24.  Despite 
being supposedly separate, Directa24 looks like it’s DLO’s shadow.  Using the Wayback 
Machine, we also observe that Directa24’s global coverage map in mid-2020 and late 2021 
closely mirrors DLO’s operational regions and global expansion.  Such evident overlap increases 
our concerns about the integrity of DLO’s financials 
 

 
103 Larstal Limited (UK) is registered with the FCA as a payments processor under its own name and also registered 
the trading name Astropay, https://register.fca.org.uk/s/firm?id=0010X00004VrOzRQAV. Larstal Limited (UK)’s 
financials report it is a stand-alone company, reporting no controlling party or parent company.  It also shows it pays 
millions in GBP of costs per year for AP Global Corp aka AstroPay (note 11, RP transactions. 2021: 1.6m, 2020 
4.8m). Astropay changed its name to AP Global Corporation in 2018.  AP Global Corporation LLP’s controlling 
party is Tikrel Investment SA (Uruguay), which is one of Dlocal founders Sergio Fogel and Andres Bzurovski Bay’s 
core companies.  Directa 24 is owned by Carmoly SA.  Directa24 documents from Prior to Nov. 30, 2021, Sergio 
Fogel Kaplan & Andreas Bzurovski continued to be persons with significant control over Directa24. 
104 On Nov 30, 2021, Slean Investment Inc., a BVI company, replaced Carmoly and Andreas Bzurovski Bay and 
Sergio Fogel Kaplan were removed as persons with significant control.  Although we do not know whether an 
ongoing interest was retained specifically by Kaplan and Bzurovski via Slean Investment; however, from the UK 
records we can see that until Nov. 30, 2021, Kaplan and Bzurovski were disclosed as individuals with significant 
control and who are registerable persons.  In companies house file for Directa 34 LLP, see “Cessation of Sergio 
Fogel as a person with significant control on 30 November 2021” and “Cessation of Andres Bzurovski as a person 
with significant control on 30 November 2021” filed on April 13, 2022.”   
105 For AstroPay the only employees reported are also members who appear to reside abroad. 
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Above: Directa24 global coverage map, Aug 5, 2020 

 

 
Above: Directa24 global coverage map, Nov 5, 2021 
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Above: DLO’s global expansion, 3Q21 earnings presentation dated Nov. 16, 2021 

 
Involvement of DLO & AstroPay’s networks of external related party collection agents 
 
According to related party disclosures in its public financial statements AP Global Corporation 
LLP (UK) sits atop a group of various related party collection agents under common control 
which send revenue to it.106  AP Global Corp, AP Global LLP, and Directa24 also report related 
party transactions flowing between each other.  DLO also reported using related party collections 
agents owned by the directors and employees as well as handling transactions for related party 
merchants.107  Based on quarterly filings, we see DLO’s reported volumes with related party 
collection agents and merchants declined in the lead up to the IPO, then rebounded post-IPO, and 
then were terminated in 2Q22, close to the same time as DLO disclosed it was potentially 
resuming collaboration with AstroPay. 
 
In 2020 and 2021 the volumes with related party collection agents were 5% and 3% of TPV, or 
approximately $103 million in 2020 and $181 million in 2021.  While small in terms of TPV, the 
volumes are large in nominal terms, equivalent to 99.1% and 74.3% of its reported 2020 and 
2021 reported revenues.108  To the extent that some additional paper revenue might have been 
needed, these scattered agents would be well positioned to deliver. 
 

 
106 For example, according to the AP Global Corp (UK)’s related party transaction records, Larstal Limited as well 
as Directa34 LLP, Tikrel Investment SA, Galactic Limited (HK), Galactic Mark Limited (Dubai), Astro Pay 
Panama, Casa del Lago SA, and Zenex. 
107 Dlocal, 2021 20-F, p. 29, “For the year ended December 31, 2021, approximately 3% of our TPV was processed 
by collection agents that are owned either by our employees or certain of our directors, and in 2020, approximately 
5% of our TPV was processed by collection agents that are owned either by our employees or certain of our 
directors.” 
108 The share of TPV is also close to DLO’s take rates. 
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According to DLO’s quarterly financials, in 2Q21 the related party collection agents appear to 
have stopped processing transactions.  We confirmed this with DLO’s IR.  We observed that the 
termination of these related party collection agent relationships coincides with the issuance of 
DLO’s 2021 20-F and a new disclosure of the possibility it may begin processing transactions for 
AstroPay in 2022.  The disclosure of the collaboration with AstroPay was accompanied by 
considerable discussion of reputational risk to DLO (emphasis added): 

“We are also subject to reputational risk related to our prior operations as a division of 
AstroPay and potential misattribution of our operations to those of AstroPay, and 
beginning in 2022 we may begin processing payments for certain AstroPay 
customers and provide card issuing and payment processing services to AstroPay, 
which could subject us to additional reputational and other risks.  

AstroPay and Directa24 process payments mainly for merchants operating in online 
gambling, forex, binary options or adult entertainment verticals. Their main 
markets are Brazil, India and Latin America generally. These activities do not have 
a clear legal framework in these jurisdictions and could be considered illegal in 
some of the jurisdictions, thereby exposing those companies to potential civil and 
criminal sanctions in one or more of the territories where they operate in the 
foreseeable future.  Our controlling shareholders are the same controlling 
shareholders of AstroPay. In addition, prior to January 1, 2016, our chief executive 
officer was the chief executive officer of AstroPay and currently holds a 1% equity 
interest in AstroPay.  

Merchant customers or the market generally may continue to associate our operations 
with the operations of AstroPay. We may also be perceived to be associated with 
AstroPay and/or Directa24 due to partial overlap of our existing shareholder group with 
the shareholders of AstroPay. Finally, certain of our directors and officers were 
formerly associated with AstroPay and/or Directa24 and/or continue to hold an 
ownership interest in AstroPay and/or Directa24, and their prior association with 
and current interest in AstroPay and/or Directa24 may be imputed to us. Any 
perceived reputational shortcomings of AstroPay and/or Directa24 may reflect 
poorly on us, whether or not justified, which could have an adverse effect on our 
reputation and adversely affect our business, financial condition and results of 
operations.”109 

We question why – if Dlocal is growing rapidly and the opportunity before it to grow with its 
stable of brand name global merchants is “immense”110 – would its management even consider 
risking losing major clients by getting back into bed with AstroPay? 

  

 
109 DLO 2021 20-F, pp. 41-42 
110 DLO 2Q22 earnings call, CEO Kanovich 
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One Billion Dollars of Insider Selling in First Four Months of Being 
Public 
 
The IPO and secondary were intended to enrich insiders, rather than to raise significant capital 
for investment.  Between the two offerings over $1.4 billion in stock was sold, but the company 
netted only ~$86.5 million.  The rest went to selling shareholders – particularly managers and 
directors.  DLO footed the offering expenses though, paying a $5.2 million bill for transaction 
expenses on top of the 6% underwriting discount on the shares it did sell.111  Another way of 
looking at it is DLO spent about 12% of its gross offering proceeds to cover expenses for an 
offering that almost entirely benefitted selling shareholders (primarily managers and directors).  
 
We estimate that of the $1.4 billion sold in the IPO and secondary, close to $1.0 billion was from 
current and former directors and management.  Current and former directors and management 
plus a small number of early investors sold over $384 million in the June 2021 IPO and another 
$620 million in the October 2021 secondary.  According to Canada’s Globe and Mail, Post-IPO 
at least another $9.4 million in shares apparently were exercised and promptly sold by other 
DLO executives.112  It shows that several of these departed managers plus DLO’s CFO Diego 
Cabrera Canay have been selling their DLO shares immediately upon exercising their options.113   
 
The August 5th sales by CFO Canay and May 27th sale by then CTO Hernan Di Chello are 
corroborated by reports on the SEC and S&P Capital IQ, therefore we believe it likely that the 
other sales detected by the Globe and Mail’s information is likely correct.114,115 
 

 
 
  

 
111 DLO 2021 20-F, pp. F-30, F-32 
112 https://www.theglobeandmail.com/investing/markets/stocks/DLO-Q/insiders/ 
113 https://www.theglobeandmail.com/investing/markets/stocks/DLO-Q/insiders/   
114 The August 5th sales by CFO Canay are reported on a Form 144 and can be found on the SEC’s website: 
https://sec.report/Form/144-PAPER/42984  
115 The May 27th sale by Hernan Di Chello was reported by CapIQ with the original source also being a Form 144 
filing. 
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General Atlantic is Now Playing with House Money – Is it Really a Seal of Approval? 
 
General Atlantic (“GA”) is DLO’s largest outside shareholder, holding a 19.4% stake as of the 
end of 2Q22.  However, General Atlantic has already recouped its investment in full, plus 
significant gains.  General Atlantic bought into DLO starting in December 2019.  We estimate 
that it invested a little over $153 million, at approximately ~$2.18 per common share.116  In the 
DLO IPO, General Atlantic sold $139 million of shares, enabling it recover nearly all its initial 
investment.  In the secondary GA sold another $250 million.  The combined total of 
approximately $390 million in sales equates to a 2.5x return.  

Insiders Fleeing 

Since June of this year, there has been an exodus of senior executives, with at least five high 
level resignations in as many months.   

1. Sumita Pandit, COO117 
2. Hernan Di Chello, CTO118 
3. Simon Vella, MD, dLocal Limited (Malta), the EU licensed Financial Institution, and which 

holds the FCA temporary registration119 
4. Martin Zanella, Global VP Finance120 
5. Rodrigo Jorge Sanchez Prandi121 

We believe there is a sixth to add to this list: Tim Werner, DLO’s recently appointed General 
Manager for APAC and the former MD and co-founder of PrimeiroPay.122   Although his 
LinkedIn bio does not show a change, we see there is a new General Manager for APAC, 
Candelaria Rodriguez Lucas, who started in August 2022, leading us to conclude that very likely 
Tim Werner has also resigned from DLO.123 

 
116 Calculated subsequent to the pre-IPO 500:1 split 
117 https://www.sec.gov/Archives/edgar/data/1846832/000095017022020339/dlo-ex99_1.htm 
118 https://www.linkedin.com/in/dhernan/?originalSubdomain=ar 
119 https://www.linkedin.com/in/simon-vella-b7014667/?originalSubdomain=mt 
120 https://www.linkedin.com/in/martin-zanella-6087009/  
121 https://twitter.com/rsanchezprandi 
122 We heard rumors of Tim Werner’s departure in August 2022, https://www.linkedin.com/in/wernertim/ 
123 Since Aug. 2022, the position of GM of APAC now appears to be occupied by Candelaria Rodriguez Lucas, 
https://www.linkedin.com/in/canderolu/ 



 

 Page 46 of 46 

 




