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Aimia Proprietary Loyalty UK Limited

L

Registered No 00648706

Directors’ Report

The directors present their report and the audited financial statements of the Company for the year ended
31 December 2012

Principal activities

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

Key performance indicators

The key performance indicator used to manage the business 1s earmings before interest, tax, depreciation
and amortisation ('EBITDA") The EBITDA for the year ended 31 December 2012 was a loss of
£2,371,000 (2011 loss of £912,000)

The Company had net labilities of £8,367,300 at 31 December 2012 (2011 £5,070,000)

Business review

Revenue has fallen by 44% in the year, due to the Company exiting various activities to focus on the
provision of proprietary customer loyalty programs for its chents

As a result of the reduction 1n revenue, net loss for the year increased from £1,276,000 for the year ended
31 December 2011 to £2,775,000

During the year ended 31 December 2012 £5,754,000 of computer software under development was
transferred to the Company from fellow group undertakings

In the future the directors intend to focus on the developing the proprietary customer loyalty business and
tmproving the quality of service provided to clients

Going concern

The Company has net habilities 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 in preparing the annual financial statements

Principal risks and uncertainties

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

In addition, the current economic climate means that there 1s increasing pressure on chent spend which
could translate inio there being less fee mcome available for the Company To mitigate 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
chent programs by utihsing services from the existing portfohio of services that the Company provides
The Company's activities expose it to a number of financial risks including credit risk and liquidity risk

Financial risk management

The Company’s activittes potentially expose 1t to a variety of financial nisks market risk, credit nsk and
hquidity nisk  See note 4 to the financial statements
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Directors’ Report (continued)

Results and dividends
The loss for the year ended 31 December 2012 15 £2,775,000 (2011 £1,276,000)

No interum or final dividends were declared for the year ended 31 December 2012

Political and charitable donations
During the year, the Company made charitable donations of £1,000 (2011 £2,000)

It 15 the Company’s policy not to make pohtical contributions and accordingly none was made 1n the year
(2011 £ml)

Creditor payment policy

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

Directors

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

D Adams

M Grafton

S Hawkes

J Henderson-Ross

M Hounsell

J Lips (appointed on 10 May 2013)
D Johnston (resigned on 10 May 2013)

As permitted by the Articles of Association, the directors have the benefit of an mdemmty which 1s a
quahfying third party indemnity provision as defined by Section 234 of the Companies Act 2006 The
indemmty was 1n force throughout the last financial year and 1s currently in force The Company also
purchased and maintained throughout the financial year directors’ and officers” liability insurance in
respect of itself and its 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, it 1s the Company’s policy wherever practicable to provide continuing
employment under normal terms and conditions and to provide traiming and career development and
promotion wherever appropriate

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
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Directors’ Report (continued)

Statement of directors’ responsibilities

The directors are responsible for preparing the Directors’ Report and the financial statements n
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 Umon 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 year In preparing these financial
statements, the directors are required to

e  select suitable accounting policies and then apply them consistently,

e make judgements and accounting esttmates that are reasonable and prudent,

e state whether applicable IFRSs as adopted by the European Union have been followed, subject to
any matenal departures disclosed and explained 1n the financial statements,

e prepare the financial statements on the going concern basis unless 1t ts nappropriate to presume
that the company will continue in 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 wrregularities

The directors are responsible for the maintenance and integnity of the company’s website Legislation to
company’s website and legislation in the United Kingdom governing the preparation and dissemination of
financial statements may differ from legislation 1n other junisdictions

Disclosure of information to auditors

Each director of the company, i office at the time of approval of this report, confirms that, to the best of
their knowledge and belief that

+ so far as the director 1s aware, there 15 no relevant audit information of which the company’s
auditors are unaware Relevant information 1s defined as “information needed by the company’s
auditor in connection with preparing his report”, and

* he has taken all the steps that he ought to have taken as a director in order to make himself aware
of any relevant audit information and to establish that the company’s auditors are aware of that
information Steps that a director ought to have taken would include making enquiries of other
directors and the auditor and any other steps required by the director's duty to exercise due care, -
skill and diligence

On behalf of the board

. Gese

M Grafton
30 September 2013
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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 Loyaltty UK Linuted for the year ended
31 December 2012 which comprise the Statement of Comprehensive Income, the Statement of Financial
Position, the Statement of Changes in Equity, the Statement of Cash Flows and the related notes The
financial reporting framework that has been applied in their preparation 1s apphcable law and International
Financral Reporting Standards (IFRSs) as adopted by the European Union

Respective responsibilities of directors and auditors

As explained more fully in the Statement of Directors’ Responsibilities set out on page 4 the directors are
responsible for the preparation of the financial statements and for being satisfied that they give a true and
fair view Our responsibility 1s to audit and express an opinion on the financial statements 1n accordance
with apphcable law and [nternational Standards on Auditing (UK and Ireland) Those standards require us
to comply with the Auditing Practices Board’s Ethical Standards for Auditors

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

Scope of the audit of the financial statements

An audit involves obtaiming evidence about the amounts and disclosures 1n the financial statements
sufficient to give reasonable assurance that the financial statements are free from matenial misstatement,
whether caused by fraud or error This includes an assessment of whether the accounting policies are
appropriate 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 1n the
Directors’ Report and Financial Statements to dentify material inconsistencies with the audited financial
statements 1f we become aware of any apparent material misstatements or inconsistencies we consider the
imphcations for our report

Opinion on financial statements
In our opimon the financial statements

s give a true and fair view of the state of the company’s affairs as at 31 December 2012 and of 1ts loss
and cash flows for the year then ended,

e have been properly prepared 1n accordance with IFRSs as adopted by the European Umion, and

o have been prepared in accordance with the requirements of the Compantes Act 2006
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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 opinion the infermation given in the Directors’ Report for the financial year for which the financial
statements are prepared 15 consistent with the financial statements

Matters on which we are required to report by exception

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

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

+ the financial statements are not 1n agreement with the accounting records and returns, or
e certain disclosures of directors’ remuneration specified by law are not made, or

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

Kim Green (Sentor Statul ﬁ}:udltor)

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

| Embankment Place

London

WC2N 6RH

30 September 2013
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Statement of comprehensive income
for the year ended 31 December 2012

2012 2011
Note £000 £000
Revenue 8,243 14,737
Cost of sales (2,159 {5,122)
Gross profit 6,084 9,615
Administrative, sales and marketing 6 (8,640) (10,695)
expenses
Operating loss (2,556) (1,080)
Finance income Y 23 100
Fmance costs 10 (215) (212)
Loss before income tax (2,748) (1,192)
[ncome tax 11 27N (84)
Loss for the year (2,775) (1,276)
Other comprehensive (loss)}income (490) 135
Total comprehensive loss {3,265) (1,141

All of the Company’s operations are continuing

The accompanying notes on pages 11 to 34 form an integral part of these financial statements
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Statement of financial position
as at 31 December 2012

2012 2011
£000 £000
Non-current assets Note
Property, plant and equipment 12 191 167
Intangible assets 13 5,863 96
Deferred income tax assets I - -
6,054 263
Current assets
inventories 14 354 301
Trade and other receivables 15 5,150 3,014
Cash and cash equivalents 437 1,582
5,941 4,897
Total assets 11,995 5,160
Liabitties
Non-current llabihties
Trade and other payables 16 (944) (1,019)
Retirement benefit obligations 17 (805) 397
Provisions for other habilities and charges 18 (125) (300)
(1,874) (1,716}
Current hhabilities
Trade and other payables 16 (18,267 (8,148)
Provisions for other habilities and charges 18 221) (366)
Total habilities (20,362) (10,230)
Net habilities (8,367) (5,070)
Equity
Ordinary shares 20 4013 4,013
Share premium 21 924 924
Capital contnibution 22 1,371 1,403
Accumulated losses (14,675) (11,410)
Total equity (8,367) (3,070)

These financial statements were approved by the board of directors on 30 September 2013 and were
signed on 1ts behalf by

N Gy

M Grafton
Director

30 September 2013

The accompanying notes on pages 1] to 34 form an integral part of these financial statements
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Statement of changes in equity
for the year ended 31 December 2012

QOrdinary Share Capital  Accumulated Total
shares premium contribution losses equity
£000 £000 £000 £000 £000

Balance at 1 January 4013 924 1,074 (10,269) (4,258)
2011
Comprehensive loss
Loss for the year - - - (1,276) (1,276)
Actuanal gain on post - - - 208 208
employment pension
obligations
Impact of deferred tax on - - - (52) (52)
penston lability
Impact of change n tax - - - 2n 21
rate on deferred tax
recognised on pension
hability
Total comprehensive loss - - - (1,141) (1,141)
Transactions with owners
Share based payment - - 329 - 329
Total transactions with - - 329 - 329
owners
Balance at 31 December 4,013 924 1,403 (11,410) (5,070)
2011
Comprehensive loss
Loss for the year - - - (2,775 (2,775)
Actuanal loss on post - - - (637) (637)
employment pension
obligations
Impact of deferred tax on - - - 152 152
pension hability
Impact of change (n tax - - - (%) (5)
rate on deferred tax
recognised on pension
Liability
Total comprehensive loss - - - (3,265 (3,265)
Transactions with owners
Share based payment - - (32) - (32)
Total transactions with - - (32) - (32)
owners
Balance at 31 December 4,013 924 1,371 (14,675) (8,367)

2012

The accompanying notes on pages || to 34 form an mntegral part of these financial statements
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Statement of cash flows
for the year ended 31 December 2012

2012 2011
£000 £000
Cash flows from operatmg activities
Loss before income tax (2,748) (1,192)
Adyustments for
Depreciation 118 104
Amortisation 67 64
Share based payment (32) 329
Net finance costs 178 212
Foreign exchange losses / (gains) i4 (100)
Changes in working capital
Trade and other receivables (1,958) 1,589
Trade and other payables 3,988 (1,213)
Inventory (53) 202
Movement on provisions (357} 394
Payments to defined benefit pension scheme (125) (408)
Net cash used 1n operating activities (908) (19)
Cash flows from investing activities
Purchase of property, plant and equipment {142) {75)
Purchase of intangible assets (80) (22)
Net cash used 1n Imvesting activities (222) 97
Net movement 1n cash and cash equivalents (1,130} {116)
Cash and cash equivalents at the begmning of the 1,582 1,681
year
Effect of foreign exchange on cash held in foreign (15) 17
currency
Cash and cash equivalents at the end of the year 437 1,582

The accompanying notes on pages 11 to 34 form an integral part of these financial statements

10
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Notes to the financial statements
for the year ended 31 December 2012

1. General information

Aimia Proprietary Loyalty UK Limited (“the Company™) 1s mcorporated and domictled in the UK and
provides marketing services, including the adiministration of proprietary loyalty programmes

The Company 1s owned by Aima Foreign Holdings UK Limited, a UK company, and 1ts ultimate parent
company and controlling party 15 Aima Inc , a Canadian company

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

2.  Accounting policies

Basis of preparation

The financial statements are prepared under the historical cost convention, prepared on a going concern
basis and 1n accordance with the Companies Act 2006 and International Financial Reporting Standards
(“IFRS™) and IFRIC interpretations The principal accounting policies are set out below have been
conststently applied to all periods presented 1n these financial statements

Amended or revised standards, and interpretations mandatory for the first time for the financial year
beginning | January 2012 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’, (effective 1 July 2012),
« IAS 12 (amendment) Income taxes’, (effective 1 January 2012), and
+ [AS 19 (amendment) ‘Employee benefits’, (effective 1 July 2012),

New standards, amendments and interpretations 1ssued but not effective for the financial year beginning 1
January 2012 and not early adopted by the Company

o JFRS 9, ‘Financial imstruments’, (effective from | January 2013),

« 1FRS 10 ‘Consolidated financial statements’, (effective from 1 January 2013),

e IFRS 11 “Jomt arrangements’, (effective from 1 January 2013),

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

« 1FRS 13 *Fair value measurement’, (effective from 1 January 2013),

¢ 1AS 27 (revised) ‘Separate financial statements’, (effective from 1 January 2013), and

« 1AS 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 material impact on the Company’s financial statements

i
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Notes to the financial statements
for the year ended 31 December 2012

2.  Accounting policies (continued)

Going concern

The Company has net habilities and rehes on the support of 1ts ultimate controlling party, Airma Inc
Management believes that this support will be forthcommg and has therefore adopted the going concern
basis of accounting in preparing 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 15 recognmsed 1n 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 is caputalised and amortised from the date of completion of the
project

Computer software - 33% per annum

Property, plant and equipment

Property, plant and equipment are stated at cost less accumulated depreciation  Cost ncludes the oniginal
purchase price of the asset and the costs attributable to bringing the asset to its working condition for its
mtended use Depreciation 1s calculated on a straight-line basis over the estunated useful lives of the
related assets as follows

Fixtures & fittmgs and computer hardware - 17%-33% per annum
Leasehold improvements - over the term of the lease

12
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Notes to the financial statements
for the year ended 31 December 2012

2. Accounting policies (continued)

Impairment of non-financial assets

Assets that have an indefinite useful hfe are not subject to amortisation and are tested annually for
mmpairment Assets that are subject to depreciation or amortisation are reviewed for impamrment whenever
events or changes in circumstances mdicate that the carrying value may not be recoverable An impairment
loss 1s recogmised for the amount by which the asset’s carrying amount exceeds its recoverable amount
The recoverable amount 15 the higher of the asset’s fair value less costs to sell and value 1n use For the
purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately
identifiable 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 1ts financial assets as loans and receivables The classification depends on the
purpose for which the financial assets were acquired Management determines the classification of 1ts
financial assets at imtial recognition

Loans and recevables

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

Derecognition of financial assets

The Company derecognises a financial asset only when the coniractual nghts to the cash flows from the
asset expire, or when 1t transfers the financial asset and substantially ail the risks and rewards of ownership
of the asset to another entity

Cash and cash equivalents

Cash and cash equivalents includes cash in hand, deposits held at call with banks and short term highly
hquid mvestments with origimal maturities of less than three months

Trade and other receivables

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

Trade receivables and other receivables are recognised mitially 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 2012

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 liabihties 1f payment 1s due within one
year or less (or in the normal operatimg cycle of the business 1f longer) If not, they are presented as non-
current hiabilities Trade payables are recognised inmally at fair 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 1s probable that an outflow of resources will be required to settle the obligation, and the
amount has been reliably estimated Provisions are not recogrised for future operating losses

FOI'EIgl'I currencies

Transactions denommated in foreign currencies are translated using the rate of exchange i effect on the
date of the transaction Monetary assets and habihties denominated 1n foreign currencies are translated
into sterling at the rates of exchange ruling at the balance sheet date Any exchange gams and losses
arising are taken to the statement of comprehensive income

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 recognised in respect of iming differences that have onginated but not reversed at the
balance sheet date, where transactions or events that result in an obligation to pay more tax in the future or
a right to pay less tax in the future have occurred at the balance sheet date Deferred tax assets are
recognised 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 tn the pertods in which the timing
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 1n the scheme and the scheme’s hiabilities measured on an actuaral basis using the projected
unit method are recogmsed in the Company’s balance sheet as a pension scheme asset or hability as
appropriate The carrying value of any resulting pension scheme asset 1s restricted to the extent that the
Company 15 able to recover the surplus either through reduced contributions 1in the future or through
refunds from the scheme The pension scheme balance 1s recognised net of any related deferred tax
balance

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

The Company makes contributions to varnious personal pension plans which are defined contribution
pension schemes Contributions are charged in the profit and loss account as they become payable in
accordance with the rules of the schemes

14
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Notes to the financial statements
for the year ended 31 December 2012

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 Aimia and 1its subsidiaries to participate n the successful growth and development of Aima
Under the Plan, stoch options and/or performance share units (“PSUs™) may be granted to ehigible
employees These grants are established annually on the basis of a percentage of each participant’s annual
base salary in addition to other quahitative and quantitative criteria  The vesting condrtions 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 fawr value of stock options, at the date of grant to the ehigible employees, 15
recognized as compensation expense with a corresponding capital contribution 1n equity over the
apphicable vesting period using the graded method of amortisation The fair value of PSUSs, at the date of
grant to PSU Plan participants, 1s recogmised in the Company’s financial statements as compensation
expense over the vesting period using the graded method of amortisation, with a corresponding capital
contribution n 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 recogrused as an expense 15 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 recogrised as an expense 1s based on the number of awards that meet the related service and
non-market performance conditions at the vesting date

Operating lease agreements

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

3. Cntical accounting estimates and judgements

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

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

4 Financial risk management

The Company’s activities potentially expose 1t to a vartety of financial risks market risk, credit risk and
liquidity risk The Company’s overall risk management programme focuses on minumnising these risks

15
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Notes to the financial statements
for the year ended 31 December 2012

4. Financial nsk management (continued)

Market nsk

Foreign exchange risk

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

Price risk

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

Interest rate nsk

The Company does not have any variable mterest rate borrowings and as such 1s not subject to nterest
rate risk

Credit nsk

Credit nsk 1s the misk of loss due to a counterparty’s inability to meet us obligations Al
31 December 2012, the Company’s credit risk exposure consists mainly of the carrying amounts of cash
and cash equivalents and receivables

The credit risk on cash and cash equivalents 1s lmited because the counterparties are banks with high
credit-ratings assigned by mternational credit-rating agencies

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

Ligquidity nsk

The key hquidity nisk to the Company 15 the requirement to pay third party creditors To mitigate this
risk, 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

2012 201
£000 £000
Audit of the financial statements 71 74
Amounts receivable by auditors and their associates n respect of
Other services relating to taxation 2 14

16
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Notes to the financial statements
for the year ended 31 December 2012

6. Administrative, sales and marketing expenses

Staff costs (see note 7)

Depreciation and amortisation

Onerous lease provision

Rent, professional fees, [T, contactor and
communications and other costs

7. Staff costs

Wages and salaries
Share based payment
Social security costs
Other pension costs

The monthly average number of employees during the year was as follows

By activity

Production
Sales
Admimstration

2012
£000

3,943
185
107

4,405

8,640

2012
£000

3,448
(32)
416
1

3,943

2012
Number

42
20

70

2011
£000

6,618
168
1,000

2,909

10,695

2011
£000

5,550
329
549
190

6,618

2011
Number

29
12

102

17
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Notes to the financial statements
for the year ended 31 December 2012

8. Directors’ emoluments

L . ]

In the prior year four directors of the Company received emoluments from the Company The other
directors of the Company did not receive any remuneration for services to the Company for the year ended

31 December 2011 as these were borne by other Aimia Inc group companies

For the year ended 31 December 2012 the emoluments for all the directors of the Company are borne by

other Aimia inc group companies

2012
£000
Emoluments, including share based payments -
Company contributions paid to money purchase schemes -
2012
No of
directors
Members of money purchase schemes -
The amounts in respect of the highest paid director are as follows
2012
£000
Emoluments -
Company contributions paid to meney purchase schemes -
9. Finance income
2012
£000
Foreign exchange gain 23

2011
£000

979

49

2011
No of
directors

2011
£000

439

34

2011
£000

100
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10 Finance costs

On amounts due to related entity

Defined benefit pension scheme

Other — unwinding of discount on provision
Foreign exchange loss

11 income tax

Current tax

Tax losses relating to asset expensed in the year
Deferred tax movement on pension hability

Deferred tax

Income tax expense

2012
£000

125
16
37
37

215

2012
£000

27

27

27

2011
£000

110

30

212

2011
£000

84

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

Loss before tax
Tax calculated at applicable UK tax rates 24 5% (2011 26 5%)

Expenses not deductible

Depreciation 1n excess of /(lower than) capital allowances not recognised
as an asset

Tax losses for which no deferred tax assets were recognised
Contributions to pension scheme deductible

Deferred tax movement on pension liability

Income tax expense

2012
£000

(2,748)

{673)

2011
£000

(1,192)

(316)

54
409




Aimia Proprietary Loyalty UK Limited

Registered No 00648706

Notes to the financial statements
for the year ended 31 December 2012

11. Income tax (continued)

The applicable tax rate in 2011 was 26 5% In 2012 corporation tax rates were reduced from 26% to 24%
and the 24 5% 1s a blended rate to reflect thus

A further reduction in the corporation tax rate has been announced and the rate 1s expected to fall to 23%
in 2013

The analysis of the deferred tax asset 15 as follows

Tax losses
£000

1 January 201 | -
Charged to the statement of comprehensive -
income

31 December 2011

Charged to the statement of comprehensive
income

31 December 2012

Tax losses are recogmised as an asset to the extent that realisation through future taxable profits 1s
probable Due to uncertainty of the timing and level of future taxable profits the Company did not
recognise a deferred tax asset As at 31 December 2012 the unrecognised tax asset amounted to
£2,575,000 2011  £2,092,000)
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for the year ended 31 December 2012

12. Property, plant and equipment

Fixtures & Leasehold Total
fittings improvements
computer
hardware
} £000 £000 £000
| Cost:
| At 1 January 2011 1,386 474 1,860
Additions 75 - 75
Disposals - ) )
At 31 December 2011 1,461 472 1,933
Addwions 142 - 142
At 31 December 2012 1,603 472 2,075
| Accumulated depreciation.
! At | January 2011 1,219 445 1,664
‘I Charge for the year 84 20 104
| Disposals - (2) 2)
At 31 December 2011 1,303 463 1,766
Charge for the year 110 8 18
At 31 December 2012 1,413 471 1,884
Net book value:
At 31 December 2012 190 i 191
At 31 December 2011 158 9 167
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13. Intangible assets

Computer
software
£000
Cost:
At 1 January 2011 273
Additions 22
At 31 December 2011 295
Additions 80
Transfers from other group undertakings 5,754
At 31 December 2012 6,129
Accumulated amortisation:
At 1 January 2011 135
Charge for the year 64
At 31 December 2011 199
Charge for the year 67
At 31 December 2012 266
Net book value-
At 31 December 2012 5,863
At 31 December 2011 96

During the year ended 31 December 2012 £5,754,000 of computer software under development was

transferred to the Company from fellow group undertakings

14. Inventories

2012 2011
£000 £000
Work 1o progress 354 301

The cost of mventory recogmised as expense and recogmsed 1n cost of sales amounted to £2,012,000

(2011 £5,122,000)
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for the year ended 31 December 2012

15. Trade and other receivables

2012 2011
£000 £000
Trade recetvables 1,450 1,737
Amounts due from related undertaking 3,220 699
Prepayments and accrued income 478 543
Other receivables 2 35
5,150 3,014

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

16. Trade and other payables

2012 2011

£000 £000

Trade payables 363 433
Amounts owed to related undertakings 16,850 5,938
Other taxes and social security costs 60 254
Other payables 91 931
Deferred mcome 257 82
Accruals 1,590 1,529
19,211 9,167

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

Trade and other payables are analysed as follows

2012 2011
£000 £000
Non-current 944 1,019
Current 18,267 8,148
Total 19,211 9,167
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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 income over the employees’
working hives with the Company The contributions are determined by a quahfied actuary, employed by
Clenical Medical, on the basis of triennial valuations using the attained age funding method

The most recent valuation was at 31 December 2012 and used the projected accrued benefit method The
mamn actuarial assumptions were that salaries would increase by 5% per annum and the return on scheme
investments would be 4 1% per annum The valuation showed that the market value of the scheme’s
assets was £2,357,000 (2011 £3,008,000)

The assumptions used for calculating the habihities were as follows

2012 2011
RPI nflation 28% 2 9%
CPI infiatron 2 3% 1 9%
Salary escalation n/a n/a
Pension increases
- where fixed 50% 50%
- where subject to RPI, maximum 2 5% 22% 1 9%
Statutory revaluation in deferment 19% 1 9%
Discount rate (pre and post retirement) 4 1% 4 7%
Life expectancy for a 65 year old male
- retiring on accounting date 372 870
- retiring 20 years after accounting date 90 | 899

The scheme has a number of purchased annuities in respect of past retirements These fully match the
assocrated hiabilities 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 Life and
Pension Limited These fully match the associated Liabilities and so have been excluded from both the
assets and hiabilities
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17. Pension liability (continued)

Balance sheet

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

2012 2011

£000 Return £000
Cash and other net assets 335 2 7% (278)
Equities 1,329 7 9% 1,927
Bonds 693 34% 1,359
Total fair value of scheme assets 2,357 3,008
Present value of scheme habilities (3414) (3,537)
Deficit in scheme (1,057) (529)
Related deferred tax asset 252 132

(805) (397)
Statement of comprehensive wcome

2012 2011

£000 £000
Expected return on the assets 120 152
Interest cost on scheme habihties (136) (224)
Finance expense (16) (72)
Deferred tax charge recogmsed n mcome 27 (84)
tax expense
Deferred tax credit/(charge) recognised in 147 (73)
other comprehensive mmcome
Total deferred tax credi/(charge) 120 (157)

Return

28%
7 9%
34%
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17. Pension hability (continued)

Statement of comprehensive income

The amounts recognised i the statement of statement of changes in equuty are as follows

Actual return less expected return on pension
scheme assets

Experience (losses)/gains arising on the
scheme liabihties

Changes on assumptions underlying the
present value of the scheme habilities

Actuarial {loss)/gamn recogmsed n statement
of changes 1n equity

2012
£000 Return

@an  (17%)
(80)  (23%)

(5i6)  (15)%

(637  (190%)

2011
£000

133
110

(35)

208

Return

4 4%
31%

(1 0%

59%

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 habilities at the end of the year

The movement 1n surplus during the year 1s as follows (unless otherwise specified, the figures calculated
are based on the assumptions as at the beginning of the year)

Assets m scheme at beginning of year
Movement n year

Expected retumn on assets

Employer contributions

Benefits paid

Actuarial (loss)/gain on assets

Assets 1n scheme at end of year

Liabihities in scheme at begmning of year
Movement in year

Interest cost

Benefits paid

Actuarial loss/(gain) on habilities

Liabilities m scheme at end of vear

2012
£000

3,008

120
125
(855)
(41)

2,357

2012
£000

2011
£000

3,475

152

26




Aimia Proprietary Loyalty UK Limited

Registered No 006487086

Notes to the financial statements
for the year ended 31 December 2012

17. Pension hability {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

2012 2011 2010 2009 2008
£000 £000 £000 £000 £000
Fair value of plan assets 2,357 3,008 3,475 2,862 3,063
Present value of defined (3,414) (3,537) (4,548) (4,315) (4,017)
benefit obligation
Deficit i plan (1,057) (529) (1,073) {1,453) (954)

The Company expects to make contributions of £125,000 i the year ending 31 December 2013

The Company als¢ contributes 1o a defined contribution penston scheme for its employees The pension
charge for the year represents contributions paid by the Company to the fund and amounted to £111,000
{2011 £190,000) Outstanding contnbutions as at 31 December 2012 amounted to £1,000
(2011 £23,000)

18. Provision for other liabilities and charges

£000
At 1 January 2011 242
Charged / (credited) to statement of
comprehensive income
Additional provision created 1,000
Used during the year (606)
Unwinding of discount 30
At 31 December 2011 666
Charged / (credited) to statement of
comprehensive income
Additional provision created 107
Used during the year (464)
Unwinding of discount 37
At 31 December 2012 346
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18. Provision for other habilities and charges (continued)

The onerous lease provision relates to office space in Putney and Northampton (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

Non-current
Current

Total

19. Financial instruments

The following analyses the Company’s financial instruments by

Assets as per statement of financial position
Trade and other receivables

Related party receivables

Cash and cash equivalents

Liabtitties as per statement of financial position
Trade and other payables
Related party payables

2012
£000

221

346

2012

Loans and
recervables

£000

1,450
3,220
437

5,107

2012
Liabilities
£000

(2,104)
(16,850)

(18,954)

2011
£000

2011

Loans and
receivables

£000

1,772
699
1,582

4,053

2011
Liabilities
£000

(3,161)
(5,938)

(9,099)
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20. Ordinary shares

2012 2011
£000 £000
Authornised, allotted, called up and fully paid
12,500 Ordinary shares of £ each 13 13
4,000,000 ‘A’ Ordinary shares of £1 each 4,000 4,000
4,013 4,013
Share capital relates to the nominal value of issued share capatal
21. Share premium
2012 2011
£000 £000
Share premium 924 924

Share premiwum relates to the consideration recetved for share capital in excess of the nominal value of
shares

22 Capital contribution

£000
As at 1 January 2011 1,074
Capital contributions during the year 329
As at 31 December 2011 1,403
Capital contributions during the year (32)
As at 31 December 2012 1,371

Capital contributions represent the capital contributed to the Company, mcluding the expense of its
employees participating in Aimia inc ’s share based payments schemes and other contributed capital
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23. Share based payment

Various key staff of the Company participate 1n share-based compensation schemes run by Aimia 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
binomial options pricing model, were as follows

2012 2011
Expense relating to options granted (£7000) 21 196
Number of options 36,620 32,477
Weighted average fair value per option granted (£) 247 245
Aggregate fair value of options granted (£) 90,000 80,000
Weighted average assumptions
Share price (Canadian dollars) 12 85 12 74
Exercise price (Canadian dollars) 12 85 12 74
Risk free rate 1 48% 297%
Expected volatihty 33 88% 3576%
Dividend yield 4 76% 4 00%
Expected option life (years) 525 7
Vesting conditions — time (years) 4 4

The volatility measured at the standard deviation of continuous compounded share returns 1s based on
statistical analysis of Aimia’s daily share prices over the last seven years

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

follows
2012 2012 2011 2011
Number of Weighted Number of Weighted
options average options average
exercise exercise
price price
£ £
Options outstanding — beginning of year 145,336 676 118,082 653
Granted 36,620 g 14 32,477 8 06
Exercised (50,784) 690 (1,304) 6 84
Forfeited (82,621) 690 (3,919 6 84
Options outstanding — end of year 48,551 663 145,336 676
Options exercisable — end of year 44,576 611 40,659 624
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23, Share based payments (continued)

The details of the Aumia’s PSUs relating to the Company’s employees are as follows

2012 2011
PStJs outstanding — beginning of year 30,320 25,353
Granted 9,110 4,967
Forfeited (29,935) -
PSUs outstanding — end of year 9,495 30,320
, Weighted average fair value of unit on date of grant (£) 795 806
' The PSUs vest 3 years after the grant, subject to performance conditions
Total stock based compensation for the years ended 31 December 2012 and 2011 was
2012 2011
£000 £000
| Stock options 21 196
PSUs (53) 133

(32) 329

24, Capital disclosures

The Company’s capital structure ts managed to meet local requirements and at the same time as a
component of Aimia Inc’s group strategy The Aimia Inc group (*Amma Group”) considers capital to
constst of cash and cash equivalents, short-term investments, long-lerm investments in corporate and
government bonds, long-term debt and total equity attributable to the equity holders of the Corporation
(excluding accumulated other comprehensive income)

The Aimia Group’s mamn objectives when managing capital are

a to provide a strong capital base so as to mawntain investor, creditor and market confidence and
to sustain future development of the business,

b to mawntain a flexible capital structure that optimizes the cost of capital at acceptable risk and
preserves the abihity to meet financial obligations,

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

d to pr0v1de a rewardmg return on investment to owners

The Company’s capital relates to its ordinary shares, share premmm, capital contribution and retained
earnings
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25 Other financial commitments

The Company leases office space tor its operations The future aggregate mimimum lease payments under
non-cancellable operating leases are as follows

2012 2011

£000 £000

No later than one year 168 92
Later than one year and no later than five years 158 -
Later than five years - -
326 92

Other financial commitments relates to office space

The Company has leased office space mn Putney until 2014 In the year ended 31 December 2011 the
Company vacated these offices and the premises were left vacant To reflect this an onerous lease
proviston was recogmised in the financial statements Subsequently part of the prenuses were sublet and
the provision reduced to reflect this

As the liability for the onerous leases 1s recognised n the Company’s statement of financial position the
related commutment 1s not disclosed here

The Company also has office space in Northampton, where the term of the lease 15 to 2013 During 2013 a
new lease agreement was signed with a term ending 1 June 2015

Payments under operating leases amounted to £417,000 (2011 £520,000)
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26. Related party disclosures

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

The following transactions were carried out with related parties

Receivables

2012
£000

From associates 3,220

2011
£000

699

Receivables balances arise from the Company providing services to, and bearing the costs of, other Aimia

Inc group companies

Payables
2012
£000
From parent 944
From associates 15,906
16,850

Payables balances arise from other Aimia Inc group companies providing services to, and bearing the

costs of, the Company

2012
Revenue £000
From associates 770
2012
Interest payable £000
To associates 125

Key management compensation

2011
£000

463

Key management 15 considered to be the board of directors and their compensation 1s disclosed 1n note 8
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27. Contingent liabilities

As at 31 December 2012 Aimia Inc has authorised credit facilittes of CAD $1,100,000,000 (2011 CAD
$850,000,000) and has drawn down CAD $800,000,000 (2011 CAD $590,000,000) The credit facilities
are secured substantially on all present and future assets of the group which includes the Company
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