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Aimia Proprietary Loyalty UK Limited

Registered No 00648706

Directors’ Report {continued)

The directors present therr report and the audited financial statements of the Company for the year ended
31 December 2011

Principal activities

The Company’s principal activity 1s the provision of, development and administration of customer loyalty
programmes as well as other marketing activities

Change of company name

On 22 December 2011 the Company changed 1ts name from Carlson Marketing Group (UK) Limuted to
Aimia Propnetary Loyalty UK Limited

Business review

Revenue has fallen by 1 9% 1n the year, due to the Company exiting various activities to focus on the
prowvision of proprietary customer loyalty programs for its clients The Company also restructured to
reduce operating costs As a result of this exercise the Company incurred a charge of £1 7 milhon,
meaning that operating costs were flat compared to last year

As a result of the reduction 1n revenue and restructuring charges net loss increased from £0 4 million to
£1 3 mlhon

In the future the directors mntend to focus on the developing the proprietary customer loyalty business and
improving the quality of service provided to chents

Going concern

The Company has net habilities and relies on the support of its ulumate controlling party, Aumia Inc
Management believes that this support will be forthcoming and has therefore adopted the going concern
basis of accounting 1n prepanng the annual financial statements

Principal risks and uncertainties

Competitive pressure in the UK 1s a contimung risk for the Company, which could result 1n its losing sales
to 1ts key competitors The Company manages this nisk by providing value added services to its chents
and by maintaiming strong relationships with those clients

In addition, the current economuc climate means that there 18 increasing pressure on chient spend which
could translate mto there being less fee income available for the Company To mutigate this, the Company
continues to work with clients and their procurement teams to ensure that the Company represents a
dynamic, cost effective offering The Company also continues to explore alternative solutions for the
chient programs by utilising services from the existing portfolio of services that the Company provides
The Company's activities expose i1t to a number of financial nsks including credit nsk and hiquidity misk

Financial risk management

The Company’s activities potentially expose 1t to a vanety of financial nsks market nisk, credit rnisk and
hiquidity sk See note 4 to the financial statements




Aimia Proprietary Loyalty UK Limited

Registered No 00648706

Directors’ Report (continued)

Results and dividends
The loss for the year ended 31 December 2011 15 £1,276,000 (2010 £440,000)

No mnterim or final dividends were declared for the year ended 31 December 2011

Political and charitable donations
During the period, the Company made charttable donations of £2,000 (2010 £2,000)

It 15 the Company’s policy not to make political contributions and accordingly none was made n the year
(2010 £ml)

Creditor payment policy

The terms of payment are settled with suppliers when agreemng the terms of each transaction and 1t 1s the
Company’s policy to abide by those terms

Directors

The directors of the Company who held office during the year and up to the date of this report were as
follows

D Adams (appomted 27 July 2011)

M Grafton (appointed 27 July 2011)

J Harman (resigned 22 December 2011)

S Hawkes {(appointed 22 December 2011)

J Henderson-Ross (appointed 22 December 2011)
J Hiney (resigned 22 December 2011)

M Hounsell (appointed 27 July 2011)

D Johnston (appomted 27 July 2011)

M Kitsantas-Terpstra (resigned 27 July 2011)
T Martin (resigned 27 July 2011)

K Pattinson (resigned 27 July 2011)

As permutted by the Aruicles of Association, the directors have the benefit of an mdemmty which 15 a
qualifying third party indemmity provision as defined by Section 234 of the Compamies Act 2006 The
indemmty was 1n force throughout the last financial year and 1s currentiy in force The Company also
purchased and maintained throughout the financial year directors’ and officers’ liability insurance mn
respect of itself and 1its directors

Disabled employees

The Company gives full consideration to applications for employment from disabled persons where the
requirements of the job can be adequately fulfilled by a handicapped or disabled person  Where existing
employees become disabled, 1t 15 the Company’s policy wherever practicable to provide continuing
employment under normal terms and conditions and to provide tramming and career development and
promotion wherever appropniate




Ammia Proprietary Loyalty UK Limited

Registered No 00648706

Directors’ Report (continued)

Employee involvement

The Company has a well developed framework for communications with employees and has an Employee
Forum to ensure that employees are effectively consulted on 1ssues relating to the workforce

Statement of directors’ responsibilities

The directors are responsible for preparing the Directors’ Report and the financial statements in
accordance with applicable law and regulations

Company law requires the directors to prepare financial statements for each financial year Under that law
the directors have prepared the financial statements in accordance with International Financial Reporting
Standards (IFRSs) as adopted by the European Union Under company law the directors must not approve
the financial statements unless they are satisfied that they give a true and fair view of the state of affairs of
the company and of the profit or loss of the company for that period In prepanng these financiai
statements, the directors are required to

select suitable accounting policies and then apply them consistently,
make judgements and accounting estimates that are reasonable and prudent,
state whether IFRSs as adopted by the European Umion have been followed, subject to any
matenal departures disclosed and explamed in the financial statements,

¢  prepare the financial statements on the going concern basis unless 1t 1s mappropnate to presume
that the company will continue 1n business

The directors are responsible for keeping adequate accounting records that are sufficient to show and
explain the company’s transactions and disclose with reasonable accuracy at any time the financial
position of the company and enable them to ensure that the financial statements comply with the
Companies Act 2006 They are also responsible for safeguarding the assets of the company and hence for
taking reasonable steps for the prevention and detection of fraud and other 1rregulanties

The directors are responsible for the maintenance and integrity of the company’s website Legislation in
the Unmited Kingdom goverming the preparation and dissenunation of financial statements may differ from
legislation 1n other jurisdictions

Each director of the company, 1n office at the time of approval of this report, acknowledges that

o 5o far as the director 18 aware, there 15 no relevant audit mformation of which the company’s
auditors are unaware, and

e  he has taken all the steps that he ought to have taken as a director 1n order to make himself aware
of any relevant audit tnformation and to establish that the company’s auditors are aware of that
information

On behalf of the Board
ANN G«m&-

M Grafion
13 September 2012
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Independent auditors’ report
to the members of Aimia Proprietary Loyalty UK Limited

We have audited the financial statements of Aimia Proprietary Loyalty UK Limited for the year ended
31 December 2011 which comprise the primary financial statements such as the Statement of Fancial
Position, the Statement of Comprehensive Income, the Statement of Cash Flows, the Statement of
Changes 1n Equity, the Accounting Policies and the related notes The financial reporting framework that
has been applied 1n their preparation 1s applicable law and International Financial Reporting Standards
(IFRSs) as adopted by the European Union

Respective responsibilities of directors and auditors

As explained more fully in the Directors” Responsibilities Statement set out on page 4 the directors are
responsible for the preparation of the financial statements and for being satisfied that they gave a true and
fair view Our responsibility 1s to audit and express an opimon on the financial statements in accordance
with apphicable law and International Standards on Auditing (UK and Irefand) Those standards require us
to comply with the Auditing Practices Board's Ethical Standards for Auditors

This report, including the opinions, has been prepared for and only for the company’s members as a body
m accordance with Chapter 3 of Part 16 of the Companies Act 2006 and for no other purpose  We do not,
mn giving these opinions, accept or assume responsibihty for any other purpose or to any other persen to
whom this report 1s shown or into whose hands 1t may come save where expressly agreed by our prior
consent n writing

Scope of the audit of the financial statements

An audit involves obtaimng evidence about the amounts and disclosures n the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenal musstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
appropnate to the company’s circumstances and have been consistently applied and adequately disclosed,
the reasonableness of significant accounting estimates made by the directors, and the overall presentation
of the financial statements In addition, we read all the financial and non-financial information in the
Directors’ Report and Financial Statements to identify matenal inconsistencies with the audited financial
statements If we become aware of any apparent matenal rmusstatements or inconsistencies we constder the
implications for our report

Opinion on financial statements
In our opinion the financial statements

s gve a true and fair view of the state of the company’s affairs as at 31 December 2011 and of 1ts loss
and cash flows for the year then ended,

s have been properly prepared in accordance with IFRSs as adopted by the European Union, and

s  have been prepared m accordance with the requirements of the Companies Act 2006




Aimia Proprietary Loyalty UK Limited
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Registered No 00648706

Independent auditors’ report (continued)
to the members of Aimia Proprietary Loyalty UK Limited

Opinion on other matter prescribed by the Companies Act 2006

In our opimon the information given 1n the Directors’ Report for the financial year for which the financial
statements are prepared 1s consistent with the financial statements

Matters on which we are required to report by exception

We have nothing to report 1n respect of the following matters where the Companies Act 2006 requires us
to report to you 1f, in our opinion

* adequate accounting records have not been kept, or returns adequate for our audit have not been
recerved from branches not visited by us, or

»  the financial statements are not in agreement with the accounting records and returns, or
»  certain disclosures of directors’ remuneration specified by law are not made, or

* we have not recerved all the information and explanations we require for our audit

b o,

Kim Green (Senior Statutory Auditor)

for and on behalf of PnicewaterhouseCoopers LLP
Chartered Accountants and Statutory Auditors

1 Embankment Place

London

WC2N 6RH

13 September 2012




Aimia Proprietary Loyalty UK Limited

Registered No 00648706

Statement of comprehensive income
for the year ended 31 December 2011

Revenue
Cost of sales

Gross profit
Administrative, sales and marketing expenses

Operating (loss) / profit
Finance income
Finance costs

Loss before income tax
Income tax expense

Loss for the year
Other comprehensive income

Total comprehensive loss

All of the Company’s operations are continuing

The accompanying notes on pages 12 to 37 form an integral part of these financtal statements

Note

11

2011
£000

14,737

(5,122)

9,615
(10,695)

(1,080)
100
(212)

(1,192)
(84)

(1,276)
135

(1,141)

2010
£000

15,020

(4,253)

10,767
(10,604)

163
1
(231)

(67)
(373)

(440)
241

(199)




) Aimia Propnetary Loyalty UK Limited
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Registered No 00648706

Statement of financial position
as at 31 December 2011

2011 2010 2009
£000 £000 £000
Non-current assets Note
Property, plant and equipment i2 167 196 138
Intangible assets 13 96 138 58
Deferred income tax assets - - 365
263 334 561
Current assets
Inventories 14 301 503 398
Trade and other receivables 5 3,014 4,520 4,856
Cash and cash equivalents 1,582 1,681 2,992
4,397 6,704 8,246
Total assets 5,160 7,038 8,807
Liabiiitres
Non-current liabilitres
Other payables 16 (1,019) (1,019) (1,070)
Retirement benefit obligations i7 (397) (783) {1,046)
Prowvisions for other habilities and charges 18 (300) (81) (167)
(1,716) (1,883) {2,283)
Current liabilities
Trade and other payables 16 (8,148) (9,252) (10,521)
Provisions for other hiabilities and charpes 18 (366) (161) (62)
Total habiiities (10,230) (11,296) (12,866)
Net liabilities (5,070) (4,258) (4,059}
Equity
Ordinary shares 20 4,013 4,013 4013
Share premium 21 924 924 924
Capital contribution 22 1,403 1,074 1,074
Retained earmings (11,410) (10,269) (10,070)
Total deficit (5,070) (4,258) (4,059)

These financial statements were approved by the board of directors on 13 September 2012 and were
signed on 1ts behalf by

M Graften
Director

13 September 2012

The accompanying notes on pages 12 to 37 form an mtegral part of these financial statements




Aimia Proprietary Loyalty UK Limited

Registered No 00648706

Statement of changes in equity
for the year ended 31 December 2011

Ordinary Share Capital Retained Total
shares premium contribution €armngs
£000 £000 £000 £000 £000
Balance at T January 2010 4,013 924 1,074 (10,070) (4,059)
Comprehensive mcome
Loss for the year - - - (440) (440)
Actuarial gain on post
employment pension
obligations - - - 349 349
Impact of deferred tax on
pension liability - - - (94) 94
Impact of change 1n tax rate
on deferred tax recognised on
pension liability - - - (14) (14)
Total comprehensive ncome - - - (199) (199)
Balance at 31 December 2010 4,013 924 1,074 (10,269) (4,258)
Comprehensive income
Loss for the year - - - (1,276) (1,276)
Actuanal loss on post
employment pension
obligations - - - 208 208
Impact of deferred tax on
pension hability - - - (52) (52)
Impact of change in tax rate
on deferred tax recogmsed on
pension hability - - - (21) n
Total comprehensive tncome - - - (1,141) (1,141)
Transactions with
shareholders
Share based payment - - 329 - 329
Total transactions with
shareholders - - 329 - 329
Balance at 31 December 2011 4,013 924 1,403 (11,410) (5,070)

The accompanying notes on pages 12 to 37 form an integral part of these financial statements
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Statement of cash flows
for the year ended 31 December 2011

Cash flows from eperating activities
Loss before income tax

Adyustments for

Depreciation

Amortisation

Profit on disposal of non-current assets
Share based payment

Net finance costs

Foreign exchange gaimns and losses
Changes i working capital

Trade and other receivables

Trade and other payables

Inventory

Movement on provisions

Payments to defined benefit pension scheme

Net cash used in operating activities
Cash flows from investing activities
Purchase of property, plant and machinery
Purchase of intangible fixed assets

Net cash used investing activities

Net movement 1n cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Effect of foreign exchange on cash held in foreign currency

Cash and cash equivalents at the end of the year

The accompanying notes on pages 12 to 37 form an 1ntegral part of these financial statements

2011
£000

(1,192)

104
64

329
212
(100)

1,589
(1,213)
202
394
(408)

(19)

(75)
22)

o7
(116)
1,681

17

1,582

2010
£000

(67)

116
46
;

231

335
{(1,443)
(105)
4
(128)

(1,004)

(181)
(126)

(307)

(1,311)

2,992

1,681

10
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Registered No 00648706

Notes to the financial statements
for the year ended 31 December 2011

1. General iInformation

Aimia Proprietary Loyalty UK Limited (“the Company™) 1s incorporated and donmuciled m the UK and
provides marketing services, including the administration of propnetary loyalty programmes

In the year, the Company changed 1its name from Carlson Marketing Group (UK) Limited to Airma
Propnietary Loyalty UK Limited

The Company 1s owned Ammia Foreign Holdings UK Limited, a UK company, and its ultimate parent
company 1s Aimia Inc , a Canadian company

The largest group mn which the results of the Company are consohdated 1s that headed by Aimia Inc, no
other group financial statements include the results of the Company The consohdated financial statements
of Aimua Inc are available at www aimia com

2. Accounting policies

Basis of preparation

The financial statements are prepared under the historical cost convention and in accordance with the
Companies Act 2006 and International Financial Reporting Standards (“IFRS”) The principal accounting
policies are set out below have been consistently applied to all periods presented 1n these financial
statements This 18 the first year the Company has presented 1ts financial statements under IFRS, the
financial statements to 31 December 2010 were prepared under UK GAAP

Amended or revised standards, and interpretations mandatory for the first time for the financial year
beginmng 1 January 2011 but which currently do not have a matenal impact on the Company (although
they may affect the accounting for future transactions and events) are as follows

« IAS 1 (amendment) ‘Presentation of financial statements’, (effecuve 1 January 2011)

« IFRS 1 (amendment), ‘First-time adoption of International Financial Reporting Standards®,
{effective 1 July 2010),

« IFRS 3 (amendment) ‘Business combinations’, {(effective 1 July 2010),

« IFRS 7 (amendment) ‘Financial instruments’, (effective 1 January 2011),

» IAS 24 (revised), ‘Related party disclosures’, (effective 1 January 2011),

« IAS 27 (amendment)} ‘Consolidated and separate financial statements’, (effective 1 July 2010)
« IAS 32 (amendment) ‘Financial Instruments Presentation’, (effective 1 February 2010)

« [FRIC 13 (amendment) ‘Customer loyalty programmes’, (effective 1 January 2011),

« IFRIC 14 (amendment) ‘[AS 19 — The limut on a defined benefit asset, mimmum funding
requirements and their interaction’, (effective 1 January 2011), and

» [FRIC 19 ‘Extinguishing financial liabilitigs with equity instruments’, (effective 1 July 2010)

New standards, amendments and interpretations 1ssued but not effective for the financial year beginning 1
January 2011 and not early adopted by the Company

« 1AS 1 (amendment) ‘Presentation of financial statements’, (effective 1 July 2012),
« IAS {2 (amendment) ‘Income taxes’, (effective 1 January 2012),

+ 1AS 19 (amendment) ‘Employee benefits’, (effective 1 July 2012),
IFRS 1 (amendment), ‘Furst-time adoption of International Financial Reporting Standards’,
(effective 1 July 2011),

« IFRS 7 (amendment) ‘Fmancial instruments’, (effective 1 July 2011),

11
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Registered No 00648706

Notes to the financial statements
for the year ended 31 December 2011

2. Accounting Policies (continued)
Basis of preparation (continued)

« IFRS 9, ‘Financial instruments’, (effective from 1 January 2013),

+ [FRS 10 ‘Consclhidated financial statements’, (effective from 1 January 2013),

+ IFRS 11 ‘Jomt arrangements’, (effective from 1 January 2013),

+ IFRS 12 ‘Disclosures of interests in other entities’, (effective from 1 January 2013),

« IFRS 13 ‘Fair value measurement’, {effective from 1 January 2013),

+ [AS 27 (revised) ‘Separate financial statements’, (effective from 1 January 2013), and
» IAS 28 (revised) ‘Associates and joint ventures’, (effective from 1 January 2013)

The above standards, amendments and interpretations are currently being assessed by management but are
not expected to have a matenial impact on the Company’s financial statements

Going concern

The Company has net liabihties and relies on the support of its ultimate controlling party, Aimia Inc
Management believes that this support will be forthcoming and has therefore adopted the going concern
basis of accounting 1n prepaning the annual financial statements

Revenue

Revenue comprised the value of sales (excluding VAT and trade discounts) of services in the normal
course of business Marketing revenue 1s recogmsed 1 the month in which services are provided to
customers

Inventories

Inventory relates to work in progress and 1s measured at the lower of cost and net realisable value

intangible assets
Intangible assets are stated at cost less accumulated amortisation

Internally generated computer software 15 capitalised and amortised from the date of completion of the
project

Computer software - 33% per annum

Tangible assets

Tangible assets are stated at cost less accumulated depreciation  Cost includes the onginal purchase price
of the asset and the costs attributable to bringing the asset to 1ts working condition for its intended use
Depreciation 18 calculated on a straight-line basis over the estimated useful hives of the related assets as
follows

Furniture & equipment - 33% per annum
Computer hardware - 33% per annum
Leasehold :mprovements - over the term of the lease

12




Aimia Proprietary Loyalty UK Limited

Registered No 00648706

Notes to the financial statements
for the year ended 31 December 2011

2.  Accounting Policies (continued)

Impairment of non-financial assets

Assets that have an indefimite useful hfe are not subject to amortisation and are tested annually for
impairment Assets that are subject to depreciation or amortisation are reviewed for impairment whenever
events or changes 1n circumstances indicate that the carrying value may not be recoverable An impairment
loss 1s recogmsed for the amount by which the asset’s carrying amount exceeds 1ts recoverable amount
The recoverable amount 15 the higher of the asset’s fair value less costs to sell and value in use For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
wdentifiable cash flows (‘cash generating units’} Non-financial assets that suffer impairment are reviewed
for possible reversal of the impairment at each reporting date

Financial assets

Classification

The Company classifies its financial assets as loans and receivables The classification depends on the
purpose for which the financial assets were acqured Management determines the classification of 1its
financial assets at imitial recognition

Loans and receivables

Loans and receivables are non-denvative financial assets, with fixed or determinable payments, that are
not quoted on an active market They are included 1n current assets except for maturities greater than 12
months after the end of the reporting penod, these are classified as non-current assets

Derecogrition of financial assets

The Company derecognises a financial asset only when the contractual nights to the cash flows from the
asset expire, or when 1t transfers the financial asset and substantially all the nsks and rewards of ownership
of the asset to another entity

Cash and cash equivalents

Cash and cash equivalents mcludes cash in hand, deposits held at call with banks and short term hughly
liquid investments with original maturities of less than three months

Trade and other receivables

Trade receivables are amounts due from customers for services performed in the ordmary course of
business If collection 1s expected in one year or less (or 1n the normal operating cycle of the business 1f
longer), they are classified as current assets If not, they are presented as non-current assets Other
recervables compnise deposits and advances to suppliers

Trade recervables and other receivables are recogmsed nitally at fair value and subsequently measured at
amortised cost using the effective interest method, less provision for impairment

13
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Notes to the financial statements
for the year ended 31 December 2011

2. Accounting Policies (continued)

Trade payables and provisions

Trade payables are obligations to pay for goods or services that have been acquired 1n the ordinary course
of business from suppliers Trade payables are classified as current liabilities 1f payment 1s due within one
year or less (or in the normal operating cycle of the business 1f longer) If not, they are presented as non-
current liabihities Trade payables are recogmised mitially at fairr value and subsequently measured at
amortised cost using the effective interest method

Provisions are recognised when the Company has a present legal or constructive obligation as a result of
past events, 1t 15 probable that an outflow of resources will be requured to setile the obhigation, and the
amount has been reliably estimated Prowvisions are not recogmsed for future operating losses

Foreign currencies

Transactions denomimated 1n foreign currencies are translated using the rate of exchange n effzct on the
date of the transaction Monetary assets and liabilities denomunated in foreign currencies are translated
into sterhng at the rates of exchange ruling at the balance sheet date Any exchange gains and losses
arising are taken to the income statement

Current and deferred taxation
Taxation provided 1s that chargeable on the profits, together with deferred taxation

Current tax 1s calculated on the basis of the tax laws enacted or substantively enacted at the balance sheet
date

Deferred tax 1s recogmsed 1n respect of timing differences that have originated but not reversed at the
balance sheet date, where transactions or events that result 1n an obligation to pay more tax m the future or
a night to pay less tax 1n the future have occurred at the balance sheet date Deferred tax assets are
recognused only to the extent that 1t 1s probable that future taxable profit will be available against which
the temporary differences can be utilised

Deferred tax 1s measured at the tax rates that are expected to apply i the perniods 1n which the tuming
differences are expected to reverse, based on tax rates and laws that have been enacted or substantively
enacted by the balance sheet date Deferred tax 1s measured on an undiscounted basis

Pensions

The Company operates a defined benefit pension scheme The difference between the fair value of the
assets held in the scheme and the scheme’s liabilities measured on an actuanal basis using the projected
unit method are recognised 1n the Company’s balance sheet as a pension scheme asset or Liability as
appropniate  The carrying value of any resulting pension scheme asset 1s restricted the extent that the
Company 1s able to recover the surplus either through reduced contributions in the future or through
refunds from the scheme The pension scheme balance 1s recognised net of any related deferred tax
balance

Changes 1n the defined benefit scheme asset or hability ansing from factors other than cash contributions
by the Company are charged to the statement of comprehensive income or and the statement of
comprehensive 1n come 1n accordance with JAS 19

The Company makes contributions to various personal pension plans which are defined contnbution
pension schemes Contnibutions are charged in the profit and loss account as they become payable n
accordance with the rules of the schemes

14
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Registered No 00648706

Notes to the financial statements
for the year ended 31 December 2011

2. Accounting Policies (continued)

Share based payment

The Ammia Long-Term Incentive Plan (the “Plan”), was established to provide an opportunity for various
employees of Aimmia and 1ts subsidiaries to participate n the successful growth and development of Aima

Under the Plan, stock options and/or performance share umts (“PSUs™) may be granted to eligible
employees These grants are established annually on the basis of a percentage of each participant’s annual
base salary in addition to other qualitative and quantitative criteria  The vesting conditions of options and
PSUs 1ssued under the Plan, may include time and performance criteria, and are determined at the time of
grant PSUs are cash settled and share options are equity settled

in the case of options, the option term cannot exceed ten years, whereas the vesting period of PSUs shall
end no later than December 31 of the calendar year which 1s three years after the calendar year in which
the award 1s granted The fair value of stock options, at the date of grant to the eligible employees, 1s
recognized as compensation expense and a credit to contributed surplus over the applhicable vesting period
using the graded method of amortisation The fair value of PSUs, at the date of grant to PSU Plan
participants, 15 recognised mn the Company’s financial statements as compensation expense over the
vesting period using the graded method of amortisation, with a credit capital contribution 1n equity In
addition, PSUs are fair valued at the end of every reporting period All awards under the Plan are made at
the discretion of the Board of Directors and are subject to board approval, as are any performance vesting
criteria and targets that apply to awards made under the Plan

The amount recogmsed as an expense 1s adjusted for forfeitures to reflect the number of awards for which
the related service and non-market vesting conditions are expected to be met, such that the amount
ultimately recogmsed as an expense 15 based on the number of awards that meet the related service and
non-market performance conditions at the vesting date

No share based payment charged was recognised n the year ended 31 December 2010 as the charge was
immatenal The cumulative charge was posted 1n the year ended 31 December 2011

Operating lease agreements

Rentals payable under operating leases are charged in the profit and loss account on a straight line basis
over the lease term

3.  Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical expenence and other
factors, including expectations of future events that are believed to be reasonable under the circumstances

The Company makes estimates and assumptions concernung the future The estimates that might have a
significant effect on the results of the business are those concerming share based payments (see note 23)

4. Financial risk management

The Company’s activities potentially expose 1t to a variety of financial nisks market nsk, credit nsk and
liquidity nsk The Company’s overall nisk management programme focuses on minimusing these nisks

15
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Notes to the financial statements
for the year ended 31 December 2011

4. Financial risk management (continued)

Market risk

Foreign exchange risk

The operational currency of the Company 1s sterling  The majonty of the Company’s revenues and costs
are denominated 1n sterling and the related foreign exchange nisk 1s mimimal

Price nisk

The Company 1s not exposed to any price risk as 1t does not have any equity securities or stmular assets

Interest rate nsk

The Company does not have any vanable interest rate borrowings and as such 13 not subject to interest
rate risk

Credit nsk

Credit nisk 15 the nsk of loss due to a counterparty’s mability to meet 1ts obligations At
31 December 2011, the Company’s credit nsk exposure consists mainly of the carrying amounts of cash
and cash equivalents and receivables

The credit nsk on cash and cash equivalents 15 limited because the counterparties are banks with high
credit-ratings assigned by international credit-rating agencies

With respect to accounts receivable, there 1s not a concentration of credit nsk with no customer’s
recervables exceeding ten per cent of the total balance In order to manage its exposure to credit nsk and
assess credit quality, Aumia reviews counterparty credit ratings on a regular basis and sets credit lhimuts
when deemed necessary Historically, bad debts experienced by the Company have not been matenal

Liquidity risk
The key hquidity risk to the Company 1s the requirement to pay third party creditors To mutigate this

nisk, cash flow forecasting 1s performed at the Company level and 1s designed to ensure that the Company
has sufficient cash to meet operational needs

5. Auditors’ remuneration

Auditors’ remuneration

2011 2010
£000 £000
Audst of the financial statements 74 70
Amounts receivable by auditors and their associates 1n respect of
Other services relating to taxation 14 22

All other services -
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Notes to the financial statements
for the year ended 31 December 2011

6. Administrative, sales and marketing expenses

2011
£000
Salares and wages 6,618
Depreciation and amortisation 168
Onerous lease provision 1,000
Rent, professional fees, 1T, contactor and
communications and other costs 2910
10,695
7. Staff costs
2011
£000
Wages and salanes 5,550
Share based payment 329
Social security costs 549
Other pension costs 190
6,618
The monthly average number of employees during the year was as follows
By activaty 2011
Number
Production 61
Sales 29
Admimstrahion 12
102

2010
£000

7,080
162

3,362

10,604

2010
£000

6,216

646
218

7,080

2010
Number
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Notes to the financial statements

for the year ended 31 December 2011

8. Directors’ emoluments

During the year four directors of the Company received emoluments from the Company The other
directors of the Company did not recerve any remuneration for services to the Company for the year ended
31 December 2011 as these are borne by other Atmia Inc group compames

Emoluments, including share based payments

Company contributions paid to money purchase schemes

Members of money purchase schemes

2011
£000

979

The amounts in respect of the highest paid director are as follows

Emoluments

Company contributions paid to money purchase schemes

Shares, share options or long term incentive plans were
recerve compensation from the Company during the year

9, Finance income

On cash deposits
Foreign exchange gain

2011
£000

439

34

2010
£000

1,059

57

directors

received by 4 (2010 4) of the directors who

2011
£000

100

100

2010
£000
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10. Finance costs

2011 2010
£000 £000
On amounts due to related entity 110 127
Defined benefit pension scheme 72 94
Other — unwinding of discount on provision 30 i0
212 231

11. Income tax
2011 2010
£000 £000
Current tax - .
Tax losses relating to asset expensed m the year - 365
Deferred tax movement on pension hability 84 8
Deferred tax 84 373
Income tax expense 84 373

The tax on the Company’s loss before tax differs from the theoretical amount that would arise using the
tax rate applicable to losses of the Company as follows

2011 2010

£000 £000
Loss before tax (1,192) 67)
Tax calculated at applicable UK tax rates 26 5% (2010 28%) (316} (19)
Expenses not deductible 1 13
Depreciation 1n excess of capital allowances not recogmsed as an asset (94) (148)
Tax losses for which no deferred tax assets were recogmsed 409 154
Deferred tax asset write off - 365
Deferred tax movement on pension hiability 84 8
Income tax expense 84 373
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Notes to the financial statements
for the year ended 31 December 2011

11. Income tax (continued)

The applicable tax rate in 2010 was 28% In 2011 corporation tax rates were reduced from 28% to 26%
and the 26 5% 1s a blended rate to reflect this

A further reduction in the corporation tax rate has been announced and the rate 13 expected to fall to 23%
m 2013

The analysis of the deferred tax asset 1s as follows

Tax losses

£000

1 January 2010 365
Charged to the income statement (365)

31 December 2010 -
Charged to the mcome statement -

31 December 2011 -

Tax losses are recogmsed as an asset to the extent that realisation through future taxable profits 1s

probable Due to uncertamnty of the tming and level of future taxable profits the Company did not |
recognise a deferred tax asset As at 31 December 2011 the unrecognised tax asset amounted to

£2,092,000 (2010 £2,203,000)
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12. Property, plant and equipment

Fixtures &
fittings
computer
hardware
£000
Cost:
At 1 January 2010 1,221
Additions 181
Disposals (16)
At 31 December 2010 1,386
Additions 75
Disposals -
At 31 December 2011 1,461
Accumulated depreciation:
At | January 2010 1,151
Charge for the year 84
Disposals (16)
At 31 December 2010 1,219
Charge for the year 84
Disposals -
At 31 December 2011 1,303
Net book value:
At 31 December 2011 158
At 31 December 2010 167
At ] January 2010 70

Leasehold
improvements

£000

481

(N
474

2
472

413
32

445
20

)
463

O

29

68

Total

£000

1,702
181
(23)

1,860
75
@

1,933

1,564
116
(16)

1,664
104

1,766

3

167

19

=)

138
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for the year ended 31 December 2011

13. Intangible assets

Cost:
At 1 January 2010
Additions

At 31 December 2010
Additions

At 31 December 2011
Accumulated amortisanon:
At 1 January 2010

Charge for the year

At 3] December 2010
Charge for the year

At 31 December 2011
Net book value:
At 31 December 2011

At 31 December 2010

At 1 January 2010

14. Inventories

Work 1 progress

2011
£000

301

2010
£000

503

Computer
software

£000

147
126

273
22

205

G6

138

58

2009
£000

398

The cost of mventory recogmsed as expense and recogmsed m cost of sales amounted to £5,122,000

(2010 £4,253 000)
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15. Trade and other receivables

2011 2010
£000 £000
TFrade receivables 1,737 2,770
Amounts due from related undertaking 699 781
Prepayments and accrued income 543 898
Other receivables 35 71
3,014 4,520

The amounts due from related undertakings are unsecured and repayable on demand

16. Trade and other payables

2011 2010
£000 £000
Trade payables 433 823
Amounts owed to related undertaking 5,938 5,482
Other taxes and social secunty costs 254 331
Other payables 931 828
Deferred income 82 225
Accruals 1,529 2,582
9,167 10,271

The amounts owed to related undertakings are unsecured and repayable on demand

Trade and other payables are analysed as follows

2011 2010
£000 £000
Non current 1,019 1,019
Current 8,148 9,252
Total 9,167 10,271

2009
£000

2,558
1,379
389

4,856

2009
£000

696
5,282
435
1,117
483
3,578

11,591

2009
£000

1,070
10,521

11,591
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17. Pension liability

The Company operates a defined benefit pension scheme based on final pensionable pay The scheme 15
closed to new members and has no members that are currently accruing benefits The assets of the
scheme are held separately from those of the Company, being invested with Clerical Medical Investment
Group ("Clerical Medical™)

Contributions to the scheme are charged to the statement of comprehensive mcome over the employees’
working hives with the Company The contributions are determined by a qualified actuary, employed by
Clerical Medical, on the basis of trienmal vatuations using the attained age funding method

The most recent valuation was at 31 December 2010 and used the projected accrued benefit method The
mamn actuanial assumptions were that salarnies would increased by 5% per annum and the return on
scheme investments would be 4 3% per annum The valuation showed that the market value of the

scheme’s assets was £3,008,000 (2010 £3,475,000)

The assumptions used for calculating the habilities were as follows

2011 2010 2009
RPI inflation 29% 37% 38%
CPI inflation 19% n/a n/a
Salary escalation n/a n/a 4 3%
Pension increases
- where fixed 50% 50% 50%
- where subject to RP1, maximum 2 5% 19% 2 5% 2 5%
Statutory revaluation in deferment 19% 37% 38%
Discount rate (pre and post retirement) 4 7% 54% 57
Life expectancy for a 65 year old male
- retiring on accounting date 870 869 867
- retiring 20 years after accounting date 899 808 896

The scheme has a number of purchased annuities i respect of past retirements These fully match the
assoctated liabilities and so have been excluded from both the assets and the habilities at each accounting
date

The scheme has additional voluntary contribution assets invested with Friends Provident Lafe and
Pension Limited These fully match the associated hiabilities and so have been excluded from both the
assets and habihties
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17. Pension liability (continued)

Balance sheet

The assets and habilities of the scheme and the expected rates of return of each asset category are

2011

£000 Returmn
Equities -
Bonds / -
Property -
Cash and other net assets (451 28%
Group penston contract 3459 43%
Total fair value of scheme assets 3,008
Present value of scheme habilities (3,537
Deficit 1n scheme (529)
Related deferred tax asset 132

(397)
Statement of comprehensive income

2011

£000
Current service cost -
Past service cost -
Cost of settlement and curtaillments -
Operating charge . -
Expected return on the assets 152
Interest cost on scheme habilities (224)
Finance expense (72)
Deferred tax charge recognised in (84)
Income tax expense
Deferred tax charge recognised n (73)
other comprehensive income
Total deferred tax charge (157)

2010
£000

11
3,464

3,475
(4,548)

{1,073)
290

(783)

2010
£000

1 W

(9% ]

(240)

94

@)
(108)

(116}

Return

4 2%
4 9%

2009
£000

11
2,851

2,862
(4,315)

(1,453)
407

(1,046)

2009
£000

Retury

4 5%
5 0%

25




Aimia Proprietary Loyalty UK Limited

' ]
Registered No 00648706

Notes to the financial statements
for the year ended 31 December 2011

17. Pension hability (continued)

Statement of comprehensive income

The amounts recogmsed 1n the statement of statement of changes 1n equity are as follows

2011 2010 2009

£000 Return £000 Retumn £000 Return
Actual return less expected return on
pension scheme assets 133 44% 367 106% (2) 0%
Experience gains and losses ansmg on
the scheme habilities 110 31% 205 45% 46 11%
Changes on assumptions underlying the
present value of the scheme habilities 35 (10)% (223) (4 N% (588) (136)%
Actuanal gain recognised in statement
of changes 1n equity 208 59% 349 7% (544) (126)%

The above percentages for the actual return less expected return are expressed as a percentage of the
scheme assets at the end of the year All other percentages shown are expressed as a percentage of the
scheme lhabilities at the end of the year

The movement in surplus during the year 15 as follows (unless otherwise specified, the figures calculated
are based on the assumptions as at the beginning of the year)

2011 2010 2009
£000 £000 £000
Assets 1n scheme at beginning of year 3,475 2,862 3,063
Movement 1n year
Expected return on assets 152 146 145
Employer contributions 408 128 145
Member contributions - 1 3
Benefits paid (1,160) (29) {492)
Actuarial gain on assets 133 367 (2)
Assets 1n scheme at end of vear 3,008 3475 2,862
2011 2010 2009
£000 £000 £000
Liabilities in scheme at beginning of year 4,548 4,315 4,017
Movement 1n year
Interest cost 224 240 226
Current service cost - 3 19
Member contributions - 1 3
Benefits paid (1,160) (29) (492)
Actuanal gain on habilites (75) 18 542
Liabihties in scheme at end of year 3,537 4,548 4315

The benefits paid 1n the vear included a £485,000 one-off payment resulting from a review of the policy
relating to RPI indexing
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17. Pension liability {continued)

The fair value of plan assets and present value of the defined benefit obligation for the year and four
previous years are as follows

2011 2010 2009 2008 2007
£600 £000 £000 £000 £000
Fair value of plan assets 3,008 3,475 2,862 3,063 3,331
Present value of defined (3,537 (4,548) 4,315} (4,017 (4,435)
benefit obligation
Deficit 1n plan (529) (1,073) (1,453) (954) (1,104)

The Company expects to make contributions of £125,000 1n the year ending 31 December 2012

The Company also contributes to a defined contribution pension scheme for its employees The pension
charge for the period represents contributions paid by the Company to the fund and amounted to £190,000
(2010 £218,000) Outstanding contributions as at 31 December 2011 amounted to £23,000
(2010 £29,000)

18. Provision for other liabilities and charges

£000
At 1 Janvary 2010 229
Charged / (credited) to income statement
Additional provision created 65
Used during the year {62)
Unwinding of discount 10
At 31 December 2010 242
Charged / (credited) to income statement
Additional provision created 1,000
Used during the year (606)
Unwinding of discount 30
At 3] December 2011 666
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18. Provision for other liabilities and charges (continued)

The eonerous lease provision relates to office space in Putney and Bnstol (see note 25) and will be fully
unwound by 31 December 2014 The dilapidations provision also relates to these offices and will be
utilised by 31 December 2014

The provision 1s analysed as follows

2011 2010 2009
£000 £0600 £000
Non current 300 81 167
Current 366 161 62
Total 666 242 229
19. Financial instruments
The following analyses the Company’s financial instrements by
2011 2010 2009
Loans and Loans and Loans and
receivables receivables receivables
£000 £000 £000
Assets as per statement of financial position
Trade and other receivables 1,772 2,841 2,588
Related party recervables 699 781 1,379
Cash and cash equivalents 1,582 1,681 2,992
4,053 5,303 6,959
2011 2010 2009
Liabilities Liabilities Liabilities
£000 £000 £000
Liabilities as per statement of financial position
Trade and other payables (3,161) (4,564) (5,826)
Related party payables (5,938) (5,482) (5,282)
(9,099) (10,046) (11,108)
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20. Ordinary shares

Authonsed, allotted, catled up and fully paid
12,500 Ordinary shares of £1 each
4,000,000 ‘A’ Ordinary shares of £1 each

Share capital relates to the nominal value of 1ssued share capital

21. Share premium

Share prenuum

2011 2010
£000 £000
13 13
4,000 4,000
4,013 4,013
2011 2010
£000 £000
924 924

2009
£000

4,000

4,013

2009
£000

924

Share premium relates to the consideration received for share capital 1in excess of the nominal value of

shares

22. Capital contribution

Capital contribution

2011
£000

1,403

2010
£000

1,074

2009
£000

1,074

Capital contribution represents the capital contnnbuted to the Company, mcluding the expense of its

employees participating in Aimia Inc ’s share based payments schemes and other contributed capaital
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23. Share based payment

Various key staff of the Company participate i share-based compensation schemes run by Auma Inc
The number of Aimia stock options granted to employees during the year, the related compensation
expense recorded, and the assumptions used to determine stock-based compensation expense, using the

binonual options pricing model, were as follows

Expense relating to options granted

Number of options

Weighted average fair value per option granted (£)
Apggregate fair value of options granted (£)

Weighted average assumptions
Share price (Canadian dollars)
Exercise price (Canadian dollars)
Rusk free rate

Expected volatility

Dividend yield

Expected option life (years)
Vesting conditions — time (years)

2011

196
32,477
245
80,000
12 74
12 74
297%

3576%
4 00%

2010

52,637
21s

113,000

1096
1096
309%
39 00%
4 50%
7

4

The volatility measured at the standard deviation of continuous compounded share returns 15 based on
statistical analysis of Aimia’s daily share prices over the last seven years

A summary of the activity related to employees participating 1n the Aimia Long-Term Incentive Plan 1s as

follows
2011
Number of
options
Options outstanding — beginmng of year 118,082
Granted 32,477
Exercised (1,304)
Forfeited (3,919)
Options outstanding — end of year 145,336
Opuions exercisable — end of year 40,659

2011

Weighted
average

EXCre1se

price
£

653
8 06
6 84
6 84

676

6 24

2010

Number of

options

65,445
52,637

118,082

16,631

2010
Weighted
average
exXercise
price

£

582
6381

653

6 16
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23. Share based payments {continued)

The details of the Airma’s PSUs relating to the Company’s employees 1s as follows

2011
PSUs outstanding — beginning of year 25,353
Granted 4,967
Forfeited -
PSUs outstanding — end of year 30,320
Weghted average fair value of urut on date of grant (£) 806
The PSUs vest 3 years after the grant, subject to performance conditions
Total stock based compensation for the years ended 31 December 2011 and 2010 was
2011
£000
Stock options 196
PSUs 133
329

24. Capital disclosures

2010
£000

The Company’s capital structure 15 managed to meet local requirements and at the same tume as a
component of Aimia Inc’s group strategy The Aimia Inc group (“Aimia Group™) considers capital to
consist of cash and cash equivalents, short-term mvestments, long-term 1nvestments 1 corporate and
government bonds, long-term debt and total equity attributable to the equity holders of the Corporation

(excluding accumulated other comprehensive mcome)

The Aimia Group’s main objectives when managing capital are

a to provide a strong capital base so as to maintain investor, creditor and market confidence and

to sustain future development of the business,

b to mawntain a flexible capital structure that optimzes the cost of capital at acceptable nisk and

preserves the ability to meet financial obhigations,

¢ to ensure sufficient hquidity to pursue its organic growth strategy and undertake selective

acquisitions, and

d to provide a rewarding return on investment to shareholders

The Company’s capital relates to its ordinary shares, share premium, capital contribution and retained

eamings
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25. Other financial commitments

The Company leases office space for its operations The future aggregate mimmum lease payments under

non-cancellable operating leases are as follows

2011

£000

No later than one year 92
Later than one year and no later than five years -
Later than five years -
92

Other financial commitments relates to office space

2010
£000

396
966

1,362

The Company has leased office space in Putney until 2013  In the year the Company vacated these offices
and the premises were left vacant To reflect this an onerous lease provision was recogmsed 1n the
financial statements Subsequently part of the premises were sublet and the provision reduced to reflect

this

The Company has leased premises in Bristol with a term that ends 1n 2012 These premises are also

vacant and an onerous lease provision has been recogmsed in the financial statements

The Company also has office space in Northampton, where the term of the lease 1s to 2012

As the Liability for the onerous leases 1s recogmsed 1n the Company’s statement of financial position the

related commitment 15 not disclosed here

Payments under operating leases amounted to £520,000 (2010 £533,000)
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26. Related party disclosures

The Company’s related parties are other companies 1n the Aimua Inc group of companies

The following transactions were carmed out with related parties

Recewables

2011 2010
£000 £000
From associates 699 781

Recervables balances anse from the Company providing services to, and bearing the costs of, other Aima
Inc group companies

Payables
2011 2010
£000 £000
From parent 1,019 1,019
From associates 4919 4,463
5,938 5,482

Payables balances arise from other Aimia Inc group compames providing services to, and bearing the
costs of, the Company

2011 2010
Revenue £000 £000
From associates 463 282
2011 2010
Interest payable £000 £000
To associates 110 127

Key management compensation

Key management 13 considered to be the board of directors and thetr compensation 15 disclosed n note 8
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27. Contingent liabilities

As at 31 December 2011 Awa Inc has authorised credit fachties of CAD $850 million (2010 CAD
$950 mulhon) and has drawn down CAD $590 mullion (2010 CAD $650 mullion) The credit facilities are
secured substantially on all present and future assets of the group which mncludes the Company In 2012,
before the date of the signing of the financial statements a further CAD $250 mullion of debt was 1ssued
and a CAD $200 mullion credit facility was repard
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28. Reconciliation of equity and total comprehensive income on conversion
from UK GAAP to IFRS

Reconcihation of balance sheets at 1 January 2010

1 January 1 January 1 January
2010 2010 2010
UK GAAP Transition IFRS
to IFRS
£000 £000 £000
Non-current assets
Property, plant and equipment A 196 (58) 138
Intangible assets - 58 58
Deferred income tax assets 365 - 365
561 - 561
Current assets
Inventories 398 - 398
Trade and other recervables 4,856 - 4,856
Cash and cash equivalents 2,992 - 2,992
8,246 - 8,246
Total assets 8,807 - 8,807
Liabilifies
Non-current liabilities
Other payables (1,070) - (1,070)
Retirement benefit obligations (1,046) - (1,046)
Provisions for other liabihities and charges (167) - (167)
(2,283) - (2,283)
Current liabilities
Trade and other payables (10,521) - (10,521)
Provisions for other habilities and charges (62) - (62)
Total habilitres (12,866) - (12,866)
Net liabilites (4,059) - (4,059)
Equity
Ordmary shares 4,013 . 4,013
Share premium 924 - 924
Capital contribution 1,074 - 1,074
Retained earnings (10,070) - (10,070)
Total deficit (4,059) - (4,059)




Aimia Proprietary Loyalty UK Limited
.. ___ " ]
Registered No 00648706

Notes to the financial statements
for the year ended 31 December 2011

.

28. Reconciliation of equity and total comprehensive income on conversion
from UK GAAP to IFRS

Reconciliation of balance sheets at 31 December 2010

31 December 31 December 31 December
2010 2010 2010
UK GAAP Transition to IFRS
IFRS
£000 £000 £000
Non-current assets
Property, plant and equipment A 334 (138) 196
Intangible assets - 138 138
Deferred income tax assets - - -
334 - 334
Current assets
Inventones 503 - 503
Trade and other receirvables 4,520 - 4,520
Cash and cash equivalents 1,681 - 1,681
6,704 - 6,704
Total assets 7,038 - 7,038
Liabilities
Non-current liabilities
Other payables (1,019) - (1,019)
Retirement benefit obhigations (783) - (783)
Provisions for other liabilities and charges 81) - 81
(1,883) - (1,883)
Current liabilitres
Trade and other payables (9,252) - (9,252)
Provisions for other iabilities and charges (161) - (161)
Total liabilities (11,296) - (11,296)
Net liabilities (4,258) - (4,258)
Equity
Ordinary shares 4,013 - 4,013
Share premium 924 - 924
Capital contribution 1,074 - 1,074
Retained earnings {10,269) - (10,269
Total deficit (4.258) - (4,258)




Aimia Proprietary Loyalty UK Limited
L.+ . |
Registered No 00648706

Notes to the financial statements
for the year ended 31 December 2011

28 Reconciliation of equity and total comprehensive income on conversion
from UK GAAP to IFRS (continued)

A Under UK GAAP sofiware costs are classified as tangible fixed assets, under IFRS they are
considered to be intangible fixed asseis

There were no matenal differences between the UK GAAP and IFRS statement of comprehensive income
for the year ended 31 December 2010
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