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PART I —FINANCIAL INFORMATION
Item 1. Financial Statements
LOYALTY VENTURES INC.
UNAUDITED CONDENSED CONSOLIDATED BALANCE SHEETS

ASSETS
Cash and cash equivalents
Accounts receivable, net, less allowance for doubtful accounts ($3.9 million and $4.7
million at March 31, 2022 and December 31, 2021, respectively)
Inventories, net
Redemption settlement assets, restricted
Other current assets
Total current assets
Property and equipment, net
Right of use assets - operating
Deferred tax asset, net
Intangible assets, net
Goodwill
Other non-current assets
Total assets
LIABILITIES AND EQUITY
Accounts payable
Accrued expenses
Deferred revenue
Current operating lease liabilities
Current debt
Other current liabilities
Total current liabilities
Deferred revenue
Long-term operating lease liabilities
Long-term debt
Other liabilities
Total liabilities
Commitments and contingencies
Common stock, $0.01 par value; authorized, 200,000 shares; issued, 24,612 shares
and 24,585 shares at March 31, 2022 and December 31, 2021, respectively
Additional paid-in-capital
Accumulated deficit
Accumulated other comprehensive loss
Total equity
Total liabilities and equity

March 31,
December 31,
2022
2021
(in thousands, except per share amounts)

$

139,724

$

271,084
213,183
699,531
28,653
1,352,175
74,563
96,459
58,363
2,729
639,947
24,739
2,248,975

$

$

81,149
136,660
916,679
9,414
50,625
133,527
1,328,054
95,443
100,422
591,714
20,676
2,136,309
246
269,847
(54,365)
(103,062)
112,666
2,248,975

$

167,601

$

288,251
188,577
735,131
28,627
1,408,187
79,959
99,515
58,128
3,095
649,958
24,885
2,323,727

$

$

103,482
144,997
924,789
10,055
50,625
118,444
1,352,392
97,167
103,242
603,488
20,874
2,177,163
246
266,775
(55,383)
(65,074)
146,564
2,323,727

See accompanying notes to unaudited condensed consolidated and combined financial statements.
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LOYALTY VENTURES INC.
UNAUDITED CONDENSED CONSOLIDATED AND COMBINED STATEMENTS OF INCOME

Revenues
Redemption, net
Services
Other
Total revenue
Operating expenses
Cost of operations (exclusive of depreciation and amortization disclosed separately
below)
General and administrative
Depreciation and other amortization
Amortization of purchased intangibles
Total operating expenses
Operating income
Interest expense (income), net
Income before income taxes and loss from investment in unconsolidated subsidiary
Provision for income taxes
Loss from investment in unconsolidated subsidiary – related party, net of tax
Net income
Net income per share (Note 3):
Basic
Diluted
Weighted average shares (Note 3):
Basic
Diluted

Three Months Ended
March 31,
2022
2021
(in thousands, except per share amounts)

$

84,976
63,783
6,186
154,945

$

$

127,878
6,209
9,125
288
143,500
11,445
9,052
2,393
1,375
—
1,018

$

$
$

0.04
0.04

$
$

24,598
24,626

See accompanying notes to unaudited condensed consolidated and combined financial statements.
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104,864
66,223
5,467
176,554
135,846
3,685
8,595
439
148,565
27,989
(69)
28,058
8,984
36
19,038

0.77
0.77

24,585
24,585
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LOYALTY VENTURES INC.
UNAUDITED CONDENSED CONSOLIDATED AND COMBINED STATEMENTS OF COMPREHENSIVE
LOSS

Net income

$

Other comprehensive income (loss):
Unrealized loss on securities available-for-sale
Tax benefit
Unrealized loss on securities available-for-sale, net of tax

Three Months Ended
March 31,
2022
2021
(in thousands)

1,018

(20,801)
—
(20,801)

Unrealized gain on cash flow hedges
Tax benefit (expense)
Unrealized gain on cash flow hedges, net of tax

2
34
36

Foreign currency translation adjustments

$

19,038
(6,400)
—
(6,400)
1,121
(204)
917

(17,223)

(29,699)

Other comprehensive loss, net of tax

(37,988)

(35,182)

Total comprehensive loss, net of tax

$ (36,970)

$ (16,144)

See accompanying notes to unaudited condensed consolidated and combined financial statements.
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LOYALTY VENTURES INC.
UNAUDITED CONDENSED CONSOLIDATED AND COMBINED STATEMENTS OF EQUITY
Additional
Paid-In
Capital

Common Stock
Shares
Amount

Balance as of January 1, 2022
Net income
Other comprehensive loss
Net transfers from former Parent for
Separation-related transactions
Stock-based compensation
Other
Balance as of March 31, 2022

24,585
—
—
—
—
27
24,612

$

$

246
—
—
—
—
—
246

$

$

—
—
—
—
—

$

$

—
—
—
—
—

$

(55,383) $
1,018
—

—
—
—

1,354
2,328
(610)
269,847 $

—
—
—
(54,365) $

—
—
—
—

Additional
Paid-In
Capital

Common Stock
Shares
Amount

Balance as of January 1, 2021
Net income
Other comprehensive loss
Change in former Parent’s net
investment
Balance as of March 31, 2021

266,775
—
—

Former
Accumulated Parent's Net
Deficit
Investment
(in thousands)

$

—
—
—
—
—

$

Former
Accumulated Parent's Net
Deficit
Investment
(in thousands)

$

$

—
—
—

$ 1,093,920
19,038
—

—
—

$

Accumulated
Other
Comprehensive
Loss

$

$

(65,074) $
—
(37,988)

146,564
1,018
(37,988)

—
—
—
(103,062) $

1,354
2,328
(610)
112,666

Accumulated
Other
Comprehensive
Income (Loss)

Total
Equity

$

381 $ 1,094,301
—
19,038
(35,182)
(35,182)

(119,731)
993,227 $

—
(119,731)
(34,801) $ 958,426

See accompanying notes to unaudited condensed consolidated and combined financial statements.
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LOYALTY VENTURES INC.
UNAUDITED CONDENSED CONSOLIDATED AND COMBINED STATEMENTS OF CASH FLOWS
Three Months Ended
March 31,
2022
2021
(in thousands)

CASH FLOWS FROM OPERATING ACTIVITIES:
Net income
Adjustments to reconcile net income to net cash (used in) provided by operating activities:
Depreciation and amortization
Deferred income tax benefit
Non-cash stock compensation
Change in other operating assets and liabilities:
Change in deferred revenue
Change in accounts receivable
Change in accounts payable and accrued expenses
Change in other assets
Change in other liabilities
Other
Net cash (used in) provided by operating activities

$

1,018

$

19,038

9,413
(1,054)
2,328

9,034
(478)
1,853

(20,700)
16,800
(28,551)
(25,778)
14,440
3,366
(28,718)

4,433
16,518
(23,778)
15,913
49,402
4,922
96,857

CASH FLOWS FROM INVESTING ACTIVITIES:
Change in redemption settlement assets, restricted
Capital expenditures
Distributions from investment in unconsolidated subsidiary – related party
Net cash used in investing activities

(8,324)
(3,698)
—
(12,022)

(13,109)
(4,548)
795
(16,862)

CASH FLOWS FROM FINANCING ACTIVITIES:
Borrowings under debt agreements
Repayments of borrowings
Dividends paid to former Parent
Net transfers to former Parent
Net transfers from former Parent for Separation-related transactions
Other
Net cash used in financing activities

1,000
(13,656)
—
—
1,569
(579)
(11,666)

—
—
(120,000)
(3,514)
—
—
(123,514)

(662)

(1,571)

(53,068)
232,602
179,534

$

(45,090)
337,525
292,435

$
$

92
15,769

Effect of exchange rate changes on cash, cash equivalents and restricted cash
Change in cash, cash equivalents and restricted cash
Cash, cash equivalents and restricted cash at beginning of year
Cash, cash equivalents and restricted cash at end of year

$

SUPPLEMENTAL CASH FLOW INFORMATION:
Interest paid
Income taxes paid, net

$
$

8,280
8,535

See accompanying notes to unaudited condensed consolidated and combined financial statements.

7

Table of Contents

LOYALTY VENTURES INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS
1. DESCRIPTION OF BUSINESS AND BASIS OF PRESENTATION
Description of the Business
On November 5, 2021, Bread Financial Holdings, Inc., previously named Alliance Data Systems Corporation (“former
Parent”), completed the spinoff of its LoyaltyOne reportable segment (the “Separation”) into an independent, publicly
traded company, Loyalty Ventures Inc. (the “Company” or “Loyalty Ventures”).
Loyalty Ventures provides coalition and campaign-based loyalty solutions through the Canadian AIR MILES® Reward
Program and BrandLoyalty Group B.V. (“BrandLoyalty”). The AIR MILES Reward Program is a full-service outsourced
coalition loyalty program for its sponsors who pay a fee per AIR MILES reward mile issued, in return for which the AIR
MILES Reward Program provides all marketing, customer service, rewards and redemption management. BrandLoyalty
designs, implements, conducts and evaluates innovative and tailor-made loyalty programs for high frequency retailers
worldwide. These loyalty programs are designed to generate immediate changes in consumer behavior and are offered
across Europe and Asia, as well as around the world.
Basis of Presentation
Prior to the Separation, the Company had operated as part of the former Parent and not as a standalone company. The
unaudited condensed combined financial statements for the three months ended March 31, 2021 have been derived from
the former Parent’s historical accounting records and are presented on a “carve-out” basis. The unaudited condensed
combined financial statements for the three months ended March 31, 2021 also include allocations of certain general and
administrative expenses from the former Parent that directly or indirectly benefited Loyalty Ventures’ business. However,
amounts recognized by the Company are not necessarily representative of the amounts that would have been reflected in
the unaudited condensed combined financial statements had the Company operated independently. The former Parent’s
third-party long-term debt and the related interest expense was not allocated for the three months ended March 31, 2021 as
the Company was not the legal obligor of such debt. The former Parent’s net investment represents its interest in the
recorded net assets of the Company. All significant transactions between the Company and its former Parent have been
included in the accompanying unaudited condensed combined financial statements. Transactions with the former Parent as
contributions to the carve-out entity or distributions from the carve-out entity are reflected in the accompanying unaudited
condensed combined statements of equity as “Change in former Parent’s net investment.”
The unaudited consolidated financial statements for the three months ended March 31, 2022 were based on the
reported results of Loyalty Ventures as a standalone company and prepared on a consolidated basis.
All significant intercompany accounts and transactions between the businesses comprising the Company have been
eliminated in the accompanying unaudited condensed consolidated and combined financial statements.
The Company’s unaudited condensed consolidated and combined financial statements and accompanying notes have
been prepared in accordance with accounting principles generally accepted in the United States of America (“GAAP”). The
preparation of financial statements in conformity with GAAP requires management to make estimates and assumptions that
affect the reported amount of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
financial statements and the reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates. The Company’s unaudited condensed consolidated and combined financial statements and
accompanying notes are presented in U.S. Dollars (“USD”), the Company’s reporting currency.
The unaudited condensed consolidated and combined financial statements included herein reflect all adjustments
(consisting of normal, recurring adjustments) which are, in the opinion of management, necessary to state fairly the results
for the interim periods presented. The results of operations for the interim periods presented are not necessarily
8
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LOYALTY VENTURES INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS –
(CONTINUED)
indicative of the operating results to be expected for any subsequent interim period or for the fiscal year. Certain
information and footnote disclosures normally included in financial statements prepared in accordance with GAAP have
been condensed or omitted pursuant to such rules and regulations. However, the Company believes that the disclosures are
adequate to make the information presented not misleading. These unaudited condensed consolidated and combined
financial statements should be read in conjunction with the consolidated and combined financial statements and the notes
thereto for the year ended December 31, 2021 included in the Company’s Annual Report on Form 10-K, filed with the
Securities and Exchange Commission (“SEC”) on February 28, 2022.
Recently Issued Accounting Standards
In March 2020, the Financial Accounting Standards Board (“FASB”) issued Accounting Standards Update (“ASU”)
2020-04, “Facilitation of the Effects of Reference Rate Reform on Financial Reporting.” This ASU provides optional
expedients and exceptions for applying GAAP to contracts, hedging relationships, and other transactions affected by
reference rate reform if certain criteria are met. The amendments in this ASU apply only to contracts and hedging
relationships that reference the London Interbank Offered Rate (“LIBOR”) or another reference rate expected to be
discontinued due to reference rate reform. The expedients and exceptions provided by the amendments do not apply to
contract modifications made and hedging relationships entered into or evaluated after December 31, 2022. This ASU is
elective and is effective upon issuance for all entities. The Company is evaluating the impact that adoption of ASU 202004 will have on its consolidated financial statements.
In October 2021, the FASB issued ASU 2021-08, “Business Combinations (Topic 805): Accounting for Contract
Assets and Contract Liabilities from Contracts with Customers,” which requires an acquirer in a business combination to
recognize and measure contract assets and contract liabilities in accordance with Accounting Standards Codification
(“ASC”) 606. ASU 2021-08 is effective for fiscal years beginning after December 15, 2022 and early adoption is
permitted. The Company is evaluating the impact that adoption of ASU 2021-08 will have on its consolidated financial
statements.
2. REVENUE
The Company’s products and services are reported under two segments—AIR MILES Reward Program and
BrandLoyalty, as shown below. The following tables present revenue disaggregated by major source, as well as geographic
region based on the location of the subsidiary that generally correlates with the location of the customer:
Three Months Ended March 31, 2022

AIR MILES
Reward Program

BrandLoyalty
Eliminations
(in thousands)

Disaggregation of Revenue by Major Source:
Coalition loyalty program
Campaign-based loyalty programs
Other
Revenue from contracts with customers
Investment income
Total

$

$

62,401
—
41
62,442

$

3,266
65,708

9

$

$

—
87,600
1,681
89,281

$

—
89,281

$

$

—
—
(44)
(44)

$

—
(44)

Total

$

$

62,401
87,600
1,678
151,679

$

3,266
154,945
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LOYALTY VENTURES INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS –
(CONTINUED)
Three Months Ended March 31, 2021

AIR MILES
Reward Program

BrandLoyalty
Eliminations
(in thousands)

Disaggregation of Revenue by Major Source:
Coalition loyalty program
Campaign-based loyalty programs
Other
Revenue from contracts with customers
Investment income
Total
Three Months Ended March 31, 2022

$

$

66,745
—
—
66,745

$

3,512
70,257

$

$

—
106,297
—
106,297

$

—
106,297

AIR MILES
Reward Program

Disaggregation of Revenue by Geographic Region:
United States
Canada
Europe, Middle East and Africa
Asia Pacific
Other
Total
Three Months Ended March 31, 2021

$

—
65,708
—
—
—
65,708

$

AIR MILES
Reward Program

Disaggregation of Revenue by Geographic Region:
United States
Canada
Europe, Middle East and Africa
Asia Pacific
Other
Total

$

—
70,257
—
—
—
70,257

$

$

$

—
—
—
—

$

—
—

Total

$

$

66,745
106,297
—
173,042

$

3,512
176,554

BrandLoyalty
Eliminations
(in thousands)

$

$

—
6,020
62,689
18,278
2,294
89,281

$

$

—
(44)
—
—
—
(44)

Total

$

$

BrandLoyalty
Eliminations
(in thousands)

$

$

1,045
9,685
79,414
14,919
1,234
106,297

$

$

—
—
—
—
—
—

—
71,684
62,689
18,278
2,294
154,945
Total

$

$

1,045
79,942
79,414
14,919
1,234
176,554

Contract Liabilities
The Company records a contract liability when cash payments are received in advance of its performance, which
applies to the service and redemption of an AIR MILES reward mile and the reward products for its campaign-based
loyalty programs.
10
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LOYALTY VENTURES INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS –
(CONTINUED)
A reconciliation of contract liabilities for the AIR MILES Reward Program is as follows:
Service

Balance at January 1, 2022
Cash proceeds
Revenue recognized (1)
Other
Effects of foreign currency translation
Balance at March 31, 2022
Amounts recognized in the consolidated balance sheets:
Deferred revenue (current)
Deferred revenue (non-current)
(1)

Deferred Revenue
Redemption
(in thousands)

Total

$ 230,492 $ 791,464 $ 1,021,956
40,352
62,538
102,890
(47,220)
(76,573)
(123,793)
—
306
306
2,399
8,364
10,763
$ 226,023 $ 786,099 $ 1,012,122
$ 130,580
$ 95,443

$ 786,099
$
—

$
$

916,679
95,443

Reported on a gross basis herein.

The deferred redemption obligation associated with the AIR MILES Reward Program is effectively due on demand
from the collector base, thus the timing of revenue recognition is based on the redemption by the collector. Service revenue
is amortized over the expected life of a mile, with the deferred revenue balance expected to be recognized into revenue in
the amount of $107.1 million in 2022, $77.9 million in 2023, $37.2 million in 2024, and $3.8 million in 2025.
The contract liabilities for BrandLoyalty’s campaign-based loyalty programs are recognized in other current liabilities
in the Company’s unaudited condensed consolidated balance sheets. The beginning balance as of January 1, 2022 was
$85.4 million and the closing balance as of March 31, 2022 was $100.7 million, with the change due to cash payments
received in advance of program performance, offset in part by revenue recognized of approximately $66.7 million during
the three months ended March 31, 2022.
3. EARNINGS PER SHARE
A total of 24,585,237 shares of Loyalty Ventures common stock were outstanding at November 5, 2021, the date of the
Separation, and this share amount was utilized for the calculation of basic and diluted earnings per share for all periods
presented prior to the Separation. For the three months ended March 31, 2021, these shares are treated as issued and
outstanding for purposes of calculating historical basic and diluted earnings per share.
For the three months ended March 31, 2022, the calculation of basic and diluted earnings per share is based on the
weighted average number of common shares outstanding. The dilutive effect of equity awards of Loyalty Ventures granted
subsequent to the Separation is included in the diluted calculation.
11
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LOYALTY VENTURES INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS –
(CONTINUED)
The following table sets forth the computation of basic and diluted earnings per share of common stock:
Three Months Ended
March 31,
2022
2021
(in thousands, except per share amounts)

Numerator:
Net income

$

1,018

Denominator:
Weighted average shares, basic
Weighted average effect of dilutive securities:
Net effect of dilutive unvested restricted stock(1)
Denominator for diluted calculation
$
$

Basic net income per share:
Diluted net income per share:
(1)

$

19,038

24,598

24,585

28
24,626

—
24,585

0.04
0.04

$
$

0.77
0.77

For the three months ended March 31, 2022, there were 0.2 million restricted stock units that were anti-dilutive. For
the three months ended March 31, 2021, there are no dilutive equity instruments as there were no equity awards of
Loyalty Ventures outstanding prior to the Separation.

4. INVENTORIES, NET
Inventories, net of $213.2 million and $188.6 million at March 31, 2022 and December 31, 2021, respectively,
primarily consist of finished goods to be utilized as rewards in the Company’s loyalty programs. Inventories are stated at
the lower of cost and net realizable value and valued primarily on a first-in-first-out basis. The Company records valuation
adjustments to its inventories if the cost of inventory exceeds the amount it expects to realize from the ultimate sale or
disposal of the inventory. These estimates are based on management’s judgment regarding future market conditions and an
analysis of historical experience.
5. REDEMPTION SETTLEMENT ASSETS, RESTRICTED
Redemption settlement assets consist of restricted cash, mutual funds, and securities available-for-sale and are
designated for settling redemptions by collectors of the AIR MILES Reward Program in Canada under certain contractual
relationships with sponsors of the AIR MILES Reward Program. The principal components of redemption settlement
assets, which are carried at fair value, are as follows:

Restricted cash
Mutual funds
Corporate bonds
Total

$

$

12

March 31,
December 31,
2022
2021
Fair Value
Fair Value
(in thousands)

29,256
24,955
645,320
699,531

$

$

58,752
25,990
650,389
735,131
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LOYALTY VENTURES INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS –
(CONTINUED)
The following table shows the amortized cost, unrealized gains and losses, and fair value of securities available-forsale as of March 31, 2022 and December 31, 2021, respectively:
March 31, 2022
Unrealized Unrealized
Gains
Losses

Amortized
Cost

Corporate bonds
Total

$ 663,980
$ 663,980

$
$

783
783

Amortized
Fair Value
Cost
(in thousands)

$ (19,443) $ 645,320
$ (19,443) $ 645,320

$ 648,248
$ 648,248

December 31, 2021
Unrealized Unrealized
Gains
Losses

$ 6,389
$ 6,389

Fair Value

$ (4,248) $ 650,389
$ (4,248) $ 650,389

The following tables show the unrealized losses and fair value for those investments that were in an unrealized loss
position as of March 31, 2022 and December 31, 2021, respectively, aggregated by investment category and the length of
time that individual securities have been in a continuous loss position:
Less than 12 months
Unrealized
Fair Value
Losses

Corporate bonds
Total

$ 347,095
$ 347,095

$ (11,395)
$ (11,395)

Less than 12 months
Unrealized
Fair Value
Losses

Corporate bonds
Total

$ 104,052
$ 104,052

$
$

(1,341)
(1,341)

March 31, 2022
12 Months or Greater
Unrealized
Fair Value
Losses
(in thousands)

$ 112,652
$ 112,652

$
$

(8,048)
(8,048)

December 31, 2021
12 Months or Greater
Unrealized
Fair Value
Losses
(in thousands)

$ 123,382
$ 123,382

$
$

(2,907)
(2,907)

Total
Unrealized
Losses

Fair Value

$ 459,747
$ 459,747

$
$

(19,443)
(19,443)

Total
Unrealized
Losses

Fair Value

$ 227,434
$ 227,434

$
$

(4,248)
(4,248)

The amortized cost and estimated fair value of the securities available-for-sale at March 31, 2022 by contractual
maturity are as follows:
Amortized
Estimated
Cost
Fair Value
(in thousands)

Due in one year or less
Due after one year through five years
Due after five years through ten years
Total

$ 131,903
515,585
16,492
$ 663,980

$ 132,384
497,130
15,806
$ 645,320

Market values were determined for each individual security in the investment portfolio. The Company recorded losses
associated with the change in fair value of mutual funds of $1.3 million and $0.6 million for the three months ended March
31, 2022 and 2021, respectively.
For available-for-sale debt securities in which fair value is less than cost, ASC 326, “Financial Instruments – Credit
Losses,” requires that credit-related impairment, if any, is recognized through an allowance for credit losses and adjusted
each period for changes in credit risk. The Company typically invests in highly rated securities with low probabilities of
default and has the intent and ability to hold the investments until maturity, and the Company performs an assessment each
period for credit-related impairment. As of March 31, 2022, the Company does not consider its investments to be impaired.
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Gains from the sale of investment securities were de minimis for the three months ended March 31, 2022. There were
no realized gains or losses from the sale of investment securities for the three months ended March 31, 2021.
6. LEASES
The Company has operating leases for general office properties, warehouses, data centers, customer care centers,
automobiles and certain equipment. As of March 31, 2022, the Company’s leases have remaining lease terms of less than
1 year to 12 years, some of which may include renewal options. For leases in which the implicit rate is not readily
determinable, the Company uses its incremental borrowing rate as of the lease commencement date to determine the
present value of the lease payments. The incremental borrowing rate is based on the Company’s specific rate of interest to
borrow on a collateralized basis, over a similar term and in a similar economic environment as the lease.
Leases with an initial term of 12 months or less are not recognized on the balance sheet; the Company recognizes lease
expense for these leases on a straight-line basis over the lease term. Additionally, the Company accounts for lease and
nonlease components as a single lease component for its identified asset classes.
The components of lease expense were as follows:

Operating lease cost
Short-term lease cost
Variable lease cost
Total

$

$

Three Months Ended
March 31,
2022
2021
(in thousands)

3,742
70
1,134
4,946

$

$

3,991
84
1,131
5,206

Sublease income was $0.9 million and $0.5 million for the three months ended March 31, 2022 and 2021, respectively,
and is presented net of lease expense.
Other information related to leases was as follows:
March 31,
2022

Weighted-average remaining lease term (in years):
Operating leases
Weighted-average discount rate:
Operating leases

March 31,
2021

10.5

11.2

4.7 %

4.6 %

Supplemental cash flow information related to leases was as follows:

Cash paid for amounts included in the measurement of lease liabilities:
Operating cash flows from operating leases
Right-of-use assets obtained in exchange for lease obligations:
Operating leases
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Three Months Ended
March 31,
2022
2021
(in thousands)

$

3,969

$

4,164

$

852

$

7
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Maturities of the lease liabilities as of March 31, 2022 were as follows:
Operating
Leases
(in thousands)

Year

2022 (excluding the three months ended March 31, 2022)
2023
2024
2025
2026
Thereafter
Total undiscounted lease liabilities
Less: Amount representing interest
Total present value of minimum lease payments

$

$

Amounts recognized in the March 31, 2022 consolidated balance sheet:
Current operating lease liabilities
Long-term operating lease liabilities
Total

$
$

10,683
14,122
13,262
12,909
12,540
77,013
140,529
(30,693)
109,836

9,414
100,422
109,836

7. INTANGIBLE ASSETS AND GOODWILL
Intangible Assets
Intangible assets consist of the following:
Gross
Assets

Tradenames
Total intangible assets

$
$

31,430
31,430

Gross
Assets

Tradenames
Collector database
Total intangible assets

$
$

32,289
55,397
87,686
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March 31, 2022
Accumulated
Amortization
(in thousands)

$ (28,701)
$ (28,701)

December 31, 2021
Accumulated
Amortization
(in thousands)

$ (29,194)
(55,397)
$ (84,591)

Net

$
$

2,729
2,729

Net

$
$

3,095
—
3,095

Amortization Life and Method

8‑15 years—straight line

Amortization Life and Method

8‑15 years—straight line
5 years—straight line

Table of Contents

LOYALTY VENTURES INC.
NOTES TO UNAUDITED CONDENSED CONSOLIDATED AND COMBINED FINANCIAL STATEMENTS –
(CONTINUED)
The estimated amortization expense related to intangible assets for the next five years and thereafter is as follows:
For the Years Ending
December 31,
(in thousands)

2022 (excluding the three months ended March 31, 2022)
2023
2024
2025
2026
Thereafter

$

852
1,136
583
30
30
98

Goodwill
The changes in the carrying amount of goodwill are as follows:
AIR MILES
Reward Program

Balance at January 1, 2022
Effects of foreign currency translation
Balance at March 31, 2022
(1)

$
$

194,767
2,103
196,870

BrandLoyalty (1)
(in thousands)

$
$

455,191
(12,114)
443,077

Total

$
$

649,958
(10,011)
639,947

Amount of goodwill as of March 31, 2022 and December 31, 2021 is net of an accumulated goodwill impairment
charge of $50.0 million within the BrandLoyalty segment incurred as of December 31, 2021. As of December 31,
2021, Management’s estimated fair value of its BrandLoyalty reporting unit exceeded its carrying value by less than
10%.

The Company tests goodwill for impairment annually, as of July 1, or when events and circumstances change that
would indicate the carrying value may not be recoverable. As of March 31, 2022, the Company does not believe it is more
likely than not that the fair value of any reporting unit is less than its carrying amount. However, with the uncertainty in the
macroeconomic environment, future deterioration in the economy, changes in profitability and cash flows, or changes in
sales trends or customer demand could adversely impact the Company’s reporting units. In addition, while Russia does not
constitute a material portion of the Company’s business, a significant escalation of the conflict’s current scope or expansion
of economic disruption to a portion or all of the global economy could further disrupt the Company’s supply chain, broaden
inflationary costs, and have a material adverse effect on its results of operations and result in an additional goodwill
impairment.
8. INVESTMENT IN UNCONSOLIDATED SUBSIDIARY – RELATED PARTY
The Company previously owned a 99.9% interest in Comenity Canada L.P., a limited partnership, which is a
consolidated subsidiary of the former Parent, and was accounted for using the equity method of accounting, as the
Company exercised significant influence but did not control the entity. The investment was included in the AIR MILES
Reward Program segment. In March 2021, the Company received a partnership distribution from Comenity Canada L.P. of
$0.8 million, and the Company’s ownership interest declined from 99.9% to 98.0%.
Under the equity method, the Company’s share of its investee’s earnings or loss is recognized in the consolidated and
combined statements of income. The Company recognized a di minimis amount of loss from investment in unconsolidated
related party subsidiary for the three months ended March 31, 2021. In August 2021, the Company’s investment in
Comenity Canada L.P. was sold to an affiliate of the former Parent.
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9. DEBT
Debt consists of the following:
March 31,
2022

Description

facility (1)

Revolving credit
Term loan A
Term loan B
Total long-term debt
Less: unamortized debt issuance costs
Less: current portion
Long-term portion
(1)

$

$

$

December 31,
2021
(in thousands)

—
171,719
490,625
662,344
20,005
50,625
591,714

$

$

$

—
175,000
500,000
675,000
20,887
50,625
603,488

Maturity

November 2026
November 2026
November 2027

As of March 31, 2022, availability under the revolving credit facility was $133.9 million as a result of $16.1 million in
letters of credit outstanding under the Credit Agreement. As of December 31, 2021, availability under the revolving
credit facility was $137.5 million as a result of $12.5 million in letters of credit outstanding under the Credit
Agreement.

Credit Agreement
The Company has a senior secured credit agreement (the “Credit Agreement”) which provides for a $175.0 million
term loan A facility, a $500.0 million term loan B facility, and a revolving credit facility in the maximum amount of $150.0
million. The term loan A and revolving credit facility mature November 3, 2026. The term loan B matures November 3,
2027.
In the first quarter of 2022, the Company made its quarterly principal amortization payments of $12.7 million
applicable to the term loan A and term loan B.
As of March 31, 2022, the Company was in compliance with its financial covenants.
Uncommitted Overdraft Facility
The Company has an uncommitted overdraft facility with Deutsche Bank AG that provides overdraft protection in
several currencies, up to a maximum amount of €10.0 million ($11.1 million as of March 31, 2022). Interest is calculated
on debit balances at a rate of 3.5% per annum plus a relevant benchmark, due and payable at the end of each quarter. There
were no amounts outstanding under the uncommitted overdraft facility as of March 31, 2022 and December 31, 2021,
respectively.
10. DERIVATIVE INSTRUMENTS
The Company uses derivatives to manage risks associated with certain assets and liabilities arising from the potential
adverse impact of fluctuations in foreign currency exchange rates. Certain derivatives used to manage the Company’s
exposure to foreign currency exchange rate movements are not designated as hedges and do not qualify for hedge
accounting. The fair value of the Company’s derivative instruments as of March 31, 2022 was $3.0 million included in
other current assets and $0.8 million included in other current liabilities in the Company’s unaudited condensed
consolidated balance sheets. The fair value of the Company’s derivative instruments as of December 31, 2021 was $2.5
million included in other current assets and $0.5 million included in other current liabilities in the Company’s unaudited
condensed consolidated balance sheets.
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11. SHARE-BASED PAYMENTS
Stock Compensation Expense
During the three months ended March 31, 2022, the Company awarded 511,855 service-based restricted stock units
with a weighted average grant date fair value per share of $24.19 as determined on the date of grant. Service-based
restricted stock unit awards typically vest ratably over a three-year period provided that the participant is employed by the
Company on each such vesting date.
The Company also awarded 88,033 performance-based restricted stock units with a weighted average grant date fair
value per share of $24.19 as determined on the date of grant with pre-defined vesting criteria that permit a range from 0%
to 150% to be earned. If the performance targets are met, the restrictions will lapse with respect to 33% of the award on
February 15, 2023, an additional 33% of the award on February 15, 2024 and the final 34% of the award on February 15,
2025, provided that the participant is employed by the Company on each such vesting date.
Stock-based compensation expense recognized in the Company’s unaudited condensed consolidated and combined
statements of income for the three months ended March 31, 2022 and 2021 is as follows:

Cost of operations
General and administrative
Total

$

Three Months Ended
March 31,
2022
2021
(in thousands)

1,499
829
2,328

$

$
$

1,448
405
1,853

12. ACCUMULATED OTHER COMPREHENSIVE INCOME (LOSS)
The changes in each component of accumulated other comprehensive income (loss), net of tax effects, are as follows:
Net
Unrealized
Gains (Losses)
on Securities

Three Months Ended March 31, 2022

Balance at January 1, 2022
Changes in other comprehensive income (loss)
Balance at March 31, 2022

$
$

Balance at January 1, 2021
Changes in other comprehensive income (loss)
Balance at March 31, 2021
(1)

2,141 $
(20,801)
(18,660) $

Net
Unrealized
Gains (Losses)
on Securities

Three Months Ended March 31, 2021

$
$

Net Unrealized
Foreign
Gains (Losses)
Currency
on Cash
Translation
Flow Hedges
Adjustments (1)
(in thousands)

1,270
36
1,306

$
$

(68,485) $ (65,074)
(17,223)
(37,988)
(85,708) $ (103,062)

Net Unrealized
Foreign
Gains (Losses)
Currency
on Cash
Translation
Flow Hedges
Adjustments (1)
(in thousands)

18,267 $
(6,400)
11,867 $

(700) $
917
217 $

Accumulated
Other
Comprehensive
Income (Loss)

(17,186) $
(29,699)
(46,885) $

Primarily related to the impact of changes in the Canadian dollar and Euro foreign currency exchange rates.
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Accumulated
Other
Comprehensive
Loss

381
(35,182)
(34,801)
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Other reclassifications from accumulated other comprehensive income (loss) into net income for each of the periods
presented were not material.
13. INCOME TAXES
For the three months ended March 31, 2022 and 2021, the Company utilized an effective tax rate of 57.5% and 32.0%,
respectively, to calculate its provision for income taxes. The increase in the effective tax rate for the three months ended
March 31, 2022 as compared to the respective prior year period was a result of the Company’s increased U.S. corporate
expenses. The Company does not believe these expenses will be deductible; therefore, a deferred tax asset has been
established with an associated valuation allowance.
14. FINANCIAL INSTRUMENTS
In accordance with ASC 825, “Financial Instruments,” the Company is required to disclose the fair value of financial
instruments for which it is practical to estimate fair value. To obtain fair values, observable market prices are used if
available. In some instances, observable market prices are not readily available and fair value is determined using present
value or other techniques appropriate for a particular financial instrument. These techniques involve judgment and as a
result are not necessarily indicative of the amounts the Company would realize in a current market exchange. The use of
different assumptions or estimation techniques may have a material effect on the estimated fair value amounts.
Fair Value of Financial Instruments—The estimated fair values of the Company’s financial instruments are as
follows:
March 31, 2022
December 31, 2021
Carrying
Fair
Carrying
Fair
Amount
Value
Amount
Value
(in thousands)

Financial assets
Redemption settlement assets, restricted
Other investments
Derivative instruments
Financial liabilities
Derivative instruments
Long-term debt

$ 699,531
476
3,023

$ 699,531
476
3,023

$ 735,131
471
2,465

$ 735,131
471
2,465

755
642,339

755
642,339

487
654,113

487
654,113

The following techniques and assumptions were used by the Company in estimating fair values of financial
instruments as disclosed herein:
Redemption settlement assets, restricted — Redemption settlement assets, restricted are recorded at fair value based on
quoted market prices for the same or similar securities.
Other investments — Other investments consist of marketable securities and are included in other current assets in the
consolidated balance sheets. Other investments are recorded at fair value based on quoted market prices for the same or
similar securities.
Derivative instruments — The Company’s foreign currency cash flow hedges and foreign currency exchange forward
contracts are recorded at fair value based on a discounted cash flow analysis on the expected cash flows of each
19
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derivative. This analysis reflected the contractual terms of the derivatives, including the period to maturity, and used
observable market-based inputs.
Long-term debt —The fair value of the Company’s variable rate long-term debt is based upon the current market rates
for debt with similar credit risk and maturity, which approximated its carrying value, as interest is based upon the LIBOR
plus an applicable margin.
Financial Assets and Financial Liabilities Fair Value Hierarchy
ASC 820, “Fair Value Measurement,” establishes a three-tier fair value hierarchy, which prioritizes the inputs used in
measuring fair value. These tiers include:
●

Level 1, defined as observable inputs such as quoted prices in active markets;

●

Level 2, defined as inputs other than quoted prices in active markets that are either directly or indirectly
observable; and

●

Level 3, defined as unobservable inputs where little or no market data exists, therefore requiring an entity to
develop its own assumptions.

Financial instruments are considered Level 3 when their values are determined using pricing models, discounted cash
flow methodologies or similar techniques and at least one significant model assumption or input is unobservable. Level 3
financial instruments also include those for which the determination of fair value requires significant management
judgment or estimation. The use of different techniques to determine fair value of these financial instruments could result
in different estimates of fair value at the reporting date.
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The following tables provide information for the assets and liabilities carried at fair value measured on a recurring
basis as of March 31, 2022 and December 31, 2021:
Balance at
March 31,
2022

Fair Value Measurements at
March 31, 2022 Using
Level 1
Level 2
Level 3
(in thousands)

Mutual funds (1)
Corporate bonds (1)
Marketable securities (2)
Derivative instruments (3)
Total assets measured at fair value

$ 24,955
645,320
476
3,023
$ 673,774

$ 24,955
—
476
—
$ 25,431

$

—
645,320
—
3,023
$ 648,343

$

$

—
—
—
—
—

Derivative instruments (3)
Total liabilities measured at fair value

$
$

$
$

$
$

$
$

—
—

755
755

Balance at
December 31,
2021

—
—

755
755

Fair Value Measurements at
December 31, 2021 Using
Level 1
Level 2
Level 3
(in thousands)

Mutual funds (1)
Corporate bonds (1)
Marketable securities (2)
Derivative instruments (3)
Total assets measured at fair value

$

25,990
650,389
471
2,465
$ 679,315

$ 25,990
—
471
—
$ 26,461

$

—
650,389
—
2,465
$ 652,854

$

$

—
—
—
—
—

Derivative instruments (3)
Total liabilities measured at fair value

$
$

$
$

$
$

$
$

—
—

487
487

—
—

487
487

(1)

Amounts are included in redemption settlement assets, restricted in the unaudited condensed consolidated balance sheets.

(2)

Amounts are included in other current assets in the unaudited condensed consolidated balance sheets.

(3)

Amounts are included in other current assets and other current liabilities in the unaudited condensed consolidated balance sheets.

Financial Instruments Disclosed but Not Carried at Fair Value
The following table provides assets and liabilities disclosed but not carried at fair value as of March 31, 2022 and
December 31, 2021:
Balance at
March 31,
2022

Long-term debt
Total liabilities measured at fair value

$ 642,339
$ 642,339
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$
$

Fair Value Measurements at
March 31, 2022 Using
Level 1
Level 2
Level 3
(in thousands)

—
—

$ 642,339
$ 642,339

$
$

—
—
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Balance at
December 31,
2021

Long-term debt
Total liabilities measured at fair value

$ 654,113
$ 654,113

$
$

Fair Value Measurements at
December 31, 2021 Using
Level 1
Level 2
Level 3
(in thousands)

—
—

$ 654,113
$ 654,113

$
$

—
—

15. SEGMENT INFORMATION
Operating segments are defined by ASC 280, “Segment Reporting,” as components of an enterprise about which
separate financial information is available that is evaluated regularly by the chief operating decision maker in deciding how
to allocate resources and in assessing performance. The operating segments are reviewed separately because each operating
segment represents a strategic business unit that generally offers different products and services.
●

The AIR MILES Reward Program is a full-service outsourced coalition loyalty program for its sponsors, who pay
the AIR MILES Reward Program a fee per AIR MILES reward mile issued, in return for which it provides all
marketing, customer service, rewards and redemption management.

●

BrandLoyalty designs, implements, conducts and evaluates innovative and tailor-made loyalty programs for
grocers and other high-frequency retailers worldwide. These loyalty programs are designed to generate immediate
changes in consumer behavior and are offered through leading grocers across Europe and Asia, as well as around
the world.

●

Corporate and other consists of corporate overhead not allocated to any of the Company’s segments.

Income taxes and equity in earnings (losses) from related party investments accounted for under the equity method are
not included in the computation of segment operating profit for internal evaluation purposes.
Three Months Ended March 31, 2022

AIR MILES
Reward Program

Corporate/
BrandLoyalty
Other
(in thousands)

Revenues

$

65,708

Income (loss) before income taxes
Interest (income) expense, net
Depreciation and amortization
Stock compensation expense
Strategic transaction costs
Adjusted EBITDA (1)

$

21,722 $
(136)
6,813
707
299
29,405 $

$

22

$

89,281

$

—

Eliminations

$

(3,979) $ (15,350) $
47
9,141
2,600
—
792
829
776
438
236 $ (4,942) $

Total

(44) $ 154,945
—
—
—
—
—
—

$

2,393
9,052
9,413
2,328
1,513
$ 24,699
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Three Months Ended March 31, 2021

AIR MILES
Reward Program

Corporate/
BrandLoyalty
Other
(in thousands)

Revenues

$

70,257

Income (loss) before income taxes
Interest (income) expense, net
Depreciation and amortization
Stock compensation expense
Adjusted EBITDA (1)

$

30,162 $
(182)
5,784
687
36,451 $

(1)

$

$ 106,297

1,582
113
3,250
761
5,706

$

—

Eliminations

Total

$

—

$ 176,554

$ (3,686) $
—
—
405
$ (3,281) $

—
—
—
—
—

$ 28,058
(69)
9,034
1,853
$ 38,876

Adjusted EBITDA is presented in accordance with ASC 280 as it is the primary performance metric utilized to assess performance
of the segments and to determine the allocation of resources. Adjusted EBITDA is a non-GAAP financial measure equal to net
income, the most directly comparable financial measure based on GAAP, plus loss from investment in unconsolidated subsidiary –
related party, provision for income taxes, interest expense (income), net, depreciation and other amortization, amortization of
purchased intangibles, and stock compensation expense. Adjusted EBITDA also excludes strategic transaction costs, which
represent costs associated with the Separation, which were comprised of amounts associated with the Employee Matters
Agreement.

16. SUPPLEMENTAL CASH FLOW INFORMATION
The following table provides a reconciliation of cash and cash equivalents to the total of the amounts reported in the
unaudited condensed consolidated and combined statements of cash flows:

Cash and cash equivalents
Restricted cash included within other current assets (1)
Restricted cash included within redemption settlement assets, restricted (2)
Total cash, cash equivalents and restricted cash

March 31,
March 31,
2022
2021
(in thousands)

$ 139,724
10,554
29,256
$ 179,534

$ 217,708
2,877
71,850
$ 292,435

(1)

Includes cash restricted for travel deposits within the AIR MILES Reward Program.

(2)

See Note 5, “Redemption Settlement Assets, Restricted,” for additional information regarding the nature of restrictions on
redemption settlement assets.

17. RELATED PARTY TRANSACTIONS
Prior to the Separation, transactions between the Company and its former Parent were considered to be effectively
settled at the time the transaction was recorded. The net effect of the settlement of these intercompany transactions is
reflected in the unaudited condensed combined statements of cash flow as a financing activity as net transfers to the former
Parent for the three months ended March 31, 2021. In January 2021, the Company paid cash dividends to the former Parent
of $124.2 million, of which $4.2 million was withheld for taxes.
The former Parent allocated $3.7 million for the three months ended March 31, 2021 of corporate overhead costs that
directly or indirectly benefit the Company that is included in general and administrative expense within the Company’s
unaudited condensed combined statements of income. These assessments relate to information technology, finance,
accounting, and tax services provided, as well as human resources, and other functional support. These allocations were
determined based on management estimates on the number of employees and non-employee costs associated with the use
of these functions by the Company and may not be indicative of the costs that the Company would otherwise incur on a
standalone basis.
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In addition, the Company had an investment in unconsolidated subsidiary that was a consolidated subsidiary of the
former Parent. See Note 8, “Investment in Unconsolidated Subsidiary - Related Party,” for additional information.
As part of the Separation, the Company entered into certain agreements with its former Parent, including a Transition
Services Agreement, Employee Matters Agreement, and Tax Matters Agreement.
For the three months ended March 31, 2022, the Company incurred $0.6 million of expenses in connection with the
Transition Services Agreement for various corporate, administrative and information technology services provided by its
former Parent and have been included in general and administrative expenses in the Company’s unaudited condensed
consolidated statement of income.
Pursuant to the terms of the Employee Matters Agreement, the Company received a net cash payment of $1.6 million
as final settlement of the estimated prorated bonus amounts established at the time of the Separation.
Additionally, the Company has certain assets and liabilities associated with the Tax Matters Agreement. The Company
has $20.1 million of accounts receivable as of March 31, 2022 and December 31, 2021, accrued expenses of $80.3 million
and $80.0 million as of March 31, 2022 and December 31, 2021, respectively and $1.0 million of other liabilities as of
March 31, 2022 and December 31, 2021 included in the Company’s consolidated balance sheets.

24

Table of Contents

Caution Regarding Forward-Looking Statements
This Quarterly Report on Form 10-Q and the documents incorporated by reference herein contain forward-looking
statements within the meaning of Section 27A of the Securities Act of 1933, as amended, and Section 21E of the Securities
Exchange Act of 1934, as amended. All statements other than statements of historical fact, including statements regarding
guidance, industry prospects, or future results of operations or financial position, made in this Quarterly Report on Form 10-Q are
forward-looking statements. Forward-looking statements give our expectations or forecasts of future events and can generally be
identified by the use of words such as “believe,” “expect,” “anticipate,” “estimate,” “intend,” “project,” “plan,” “likely,” “may,”
“might,” “should,” “would” or other words or phrases of similar import. We believe that our expectations are based on reasonable
assumptions. Forward-looking statements, however, are subject to a number of risks and uncertainties that could cause actual
results to differ materially for a variety of reasons, including, among others, continuing impacts related to COVID-19, including
variants, reductions in government economic stimulus, labor shortages, reduction in demand from clients, supply chain disruption
for our reward suppliers and disruptions in the airline or travel industries; changes in geopolitical conditions, including the
Russian invasion of Ukraine; loss of, or reduction in demand for services from, significant clients; loss of active AIR MILES®
Reward Program collectors or greater than expected redemptions by the same; unfavorable resolution of pending or future
litigation matters; disruption to operations due to the separation from our former parent or failure of the separation to be tax-free;
our high level of indebtedness; increases in market interest rates; fluctuation in foreign exchange rates; new regulatory limitations
related to consumer protection or data privacy limiting our services; and loss of consumer information due to compromised
physical or cyber security. These risks and uncertainties, as well as other risks and uncertainties that could cause our actual results
or outcomes to differ significantly from management’s expectations, are described in greater detail in Part I, Item 1A, “Risk
Factors” of our Annual Report on Form 10-K for the most recently ended fiscal year as well as those factors discussed in Item 1A
and elsewhere in this Quarterly Report on Form 10-Q and in the documents incorporated by reference in this Form 10-Q. Any
forward-looking statements contained in this Quarterly Report on Form 10-Q speak only as of the date made, and we undertake
no obligation, other than as required by applicable law, to update or revise any forward-looking statements, whether as a result of
new information, subsequent events, anticipated or unanticipated circumstances or otherwise.

Item 2. Management’s Discussion and Analysis of Financial Condition and Results of Operations
The following discussion should be read in conjunction with the unaudited condensed consolidated and combined
financial statements and related notes thereto presented in this quarterly report and the consolidated and combined
financial statements and related notes thereto included in our Annual Report on Form 10-K for the year ended December
31, 2021, filed with the Securities and Exchange Commission, or SEC, on February 28, 2022. This discussion contains
forward-looking statements that involve risks and uncertainties. Our actual results could differ materially from those
projected, forecasted, or expected in these forward-looking statements as a result of various factors, including, but not
limited to, those discussed below and elsewhere in this Quarterly Report on Form 10-Q. See “Caution Regarding ForwardLooking Statements” and “Risk Factors” in this Quarterly Report on Form 10-Q, and the “Risk Factors” in Part 1, Item
1A, "Risk Factors" of our Annual Report on Form 10-K filed with the SEC on February 28, 2022.
Basis of Presentation
On November 5, 2021, our former Parent completed the spinoff of its LoyaltyOne segment, or Separation, consisting
of the Canadian AIR MILES® Reward Program and BrandLoyalty businesses, into an independent, publicly traded
company, Loyalty Ventures Inc. (“Loyalty Ventures,” “we,” or “our”).
Prior to the Separation and for the three months ended March 31, 2021, the unaudited combined financial statements
reflected the financial position, results of operations, and cash flows which were derived from the consolidated financial
statements and accounting records of the former Parent in accordance with accounting principles generally accepted in the
United States, or GAAP, and were prepared on a “carve-out” basis. The combined financial statements also include
allocations of certain general and administrative expenses from the former Parent. These allocations relate to information
technology, finance, accounting, tax services, human resources, and other functional support and were determined based on
management estimates on the number of employees and non-employee costs associated with the use of these functions by
us. We were allocated $3.7 million for the three months ended March 31, 2021, for such corporate expenses, which were
included within general and administrative expenses in the combined statement of income. The former Parent’s third-party
long-term debt and the related interest expense were not allocated for the three months ended
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March 31, 2021, as Loyalty Ventures was not the legal obligor of such debt. The combined financial statements for the
three months ended March 31, 2021, do not necessarily reflect what the financial position, results of operations, and cash
flows would have been had we operated as an independent, publicly traded company. The financial statements for the three
months ended March 31, 2022, represent the unaudited consolidated financial statements of Loyalty Ventures.
Overview
Loyalty Ventures is a leading provider of tech-enabled, data-driven consumer loyalty solutions. Our solutions are
focused on helping partners achieve their strategic and financial objectives, from increased consumer basket size, shopper
traffic and frequency and digital reach to enhanced program reporting and analytics. We help financial services providers,
retailers and other consumer-facing businesses create and increase customer loyalty across multiple touch points from
traditional to digital to mobile and emerging technologies. We manage our business in two segments, the AIR MILES®
Reward Program and BrandLoyalty.
The AIR MILES Reward Program operates as a full-service coalition loyalty program for our sponsors. We provide
marketing, customer service, rewards and redemption management for our sponsors. Recently, the AIR MILES Rewards
Program introduced a series of improvements to the program as part of its commitment to providing collectors with an
enhanced loyalty program that offers more choice, flexibility and value that will continue throughout 2022. The increase in
value proposition for our AIR MILES reward miles will have an impact on our redemption revenue, as the cost of
redemptions is netted against redemption revenue in accordance with ASC 606, Revenue from Contracts with Customers.
We observed an increase in redemptions of 43% for the three months ended March 31, 2022 as compared to the same
period in the prior year, due to the rebound of travel along with the launch of our new travel platform that provides more
choices for collectors. However, redemption revenue for our AIR MILES Reward Program declined due to our investments
providing greater value to the collector. AIR MILES reward miles issued decreased 4% year over year as a result of lower
promotional activity from our grocery partners and the exiting of certain partners in the first quarter of 2021 that impacted
current issuance relative to prior year.
BrandLoyalty is a leading global provider of campaign-based loyalty solutions for grocers and other high-frequency
retailers. Revenue is significantly impacted by the number, type, and timing of programs in market, which can vary
significantly year over year. During 2021, we experienced pressure in our supply chain due to strained transportation
capacity, labor shortages associated with COVID-19, and the impact of the continued elevated demand. In response to
these supply-chain pressures, we have taken actions to build capacity as well as increase our supply chain related resources.
However, we expect these pressures to continue throughout 2022. The invasion of Ukraine by Russia and the sanctions
imposed in response to this conflict have increased global economic and political uncertainty. As announced on March 14,
2022, we have taken steps to pause business in Russia, but will honor our commitments to current programs with Russian
grocery chain clients in fulfillment of contractual obligations. Further, we do not plan to offer new loyalty campaigns in
Russia for the time being. The vast majority of products we use for our campaign-based loyalty solutions in Russian
grocery stores are sourced internationally, and none of the rewards for loyalty campaigns outside of Russia are sourced
from Russian suppliers. For the full year 2022, we project that our decision to pause loyalty campaigns for Russian grocery
chains will result in lost revenues of approximately $16 million (€15 million). While Russia does not constitute a material
portion of our business, a significant escalation of the conflict’s current scope or related expansion of economic disruption
to a portion of all or the global economy could further disrupt our supply chain, broaden inflationary costs, and have a
material adverse effect on our results of operations.
While we expect the impacts of COVID-19 on our business to moderate, there still remains uncertainty around the
pandemic, its effect on labor or other macroeconomic factors, the severity and duration of the pandemic, the continued
availability and effectiveness of vaccines and actions taken by government authorities, including restrictions, laws or
regulations, and other third parties in response to the pandemic. We continue to actively monitor the impact of COVID-19
on all aspects of our business.
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Consolidated and Combined Results of Operations

Revenues
Redemption, net
Services
Other
Total revenue
Operating expenses
Cost of operations (exclusive of depreciation and amortization disclosed
separately below)
General and administrative
Depreciation and other amortization
Amortization of purchased intangibles
Total operating expenses
Operating income
Interest expense (income), net
Income before income taxes and loss from investment in unconsolidated
subsidiary
Provision for income taxes
Loss from investment in unconsolidated subsidiary – related party, net of tax
Net income
Key Operating Metrics (in millions):
AIR MILES reward miles issued
AIR MILES reward miles redeemed
Supplemental information:
Average CAD to USD foreign currency exchange rate
Average EUR to USD foreign currency exchange rate
*

Three Months Ended March 31,
2022
2021
% Change
(in thousands, except percentages)

$ 84,976
63,783
6,186
154,945

$ 104,864
66,223
5,467
176,554

127,878
6,209
9,125
288
143,500
11,445
9,052

135,846
3,685
8,595
439
148,565
27,989
(69)

2,393
1,375
—
1,018

28,058
8,984
36
$ 19,038

(91)
(85)
nm *
(95)%

1,064.7
1,057.1

1,111.6
739.4

(4)%
43 %

0.79
1.12

0.79
1.21

—%
(7)%

$

(19)%
(4)
13
(12)
(6)
68
6
(34)
(3)
(59)
nm *

not meaningful

Three months ended March 31, 2022 compared to the three months ended March 31, 2021
Revenue. Total revenue decreased $21.6 million to $154.9 million, or 12%, for the three months ended March 31, 2022
as compared to $176.6 million for the three months ended March 31, 2021. The net decrease was due to the following:
●

Redemption, net. Redemption revenue decreased $19.9 million, or 19%, to $85.0 million for the three months
ended March 31, 2022, as redemption revenue from our campaign-based loyalty programs decreased $17.0
million due to the size and timing of programs in market and the negative impact of the decline in the exchange
rate. Revenue from our coalition loyalty program decreased $2.9 million despite an increase in AIR MILES
reward miles redeemed because of an increase to our value proposition, increasing the cost of redemptions which
are netted against revenue in accordance with ASC 606.

●

Services. Services revenue decreased $2.4 million, or 4%, to $63.8 million for the three months ended March 31,
2022 due to the impact of the decline in AIR MILES reward miles issued in 2020 and 2021, as a portion of the
consideration from those issuances is deferred and amortized into revenue over the estimated life of an AIR
MILES reward mile.

●

Other revenue. Other revenue increased $0.7 million, or 13%, to $6.2 million for the three months ended March
31, 2022, due to ancillary revenue earned on travel bookings within our coalition loyalty program.
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Cost of operations. Cost of operations decreased $8.0 million, or 6%, to $127.9 million for the three months ended
March 31, 2022 as compared to $135.8 million for the three months ended March 31, 2021 due to an $8.4 million decrease
in cost of redemptions due to the decline in redemption revenue associated with our campaign-based loyalty programs
within our BrandLoyalty segment.
General and administrative. General and administrative expenses increased $2.5 million, or 68%, to $6.2 million for
the three months ended March 31, 2022 as compared to $3.7 million for the three months ended March 31, 2021, due to an
increase in payroll and benefits expense, including stock compensation and other amounts associated with the Employee
Matters Agreement as well as additional consulting expenses.
Depreciation and other amortization. Depreciation and other amortization increased $0.5 million, or 6%, to $9.1
million for the three months ended March 31, 2022 as compared to $8.6 million for the three months ended March 31, 2021
due in part to the acceleration of amortization associated with certain leasehold improvements.
Amortization of purchased intangibles. Amortization of purchased intangibles decreased $0.2 million, or 34%, to $0.3
million for the three months ended March 31, 2022, as compared to $0.4 million for the three months ended March 31,
2021, as a result of the decline in foreign currency exchange rates.
Interest expense (income), net. Total interest expense (income), net increased $9.1 million due the interest expense
associated with our senior secured credit agreement entered in connection with the Separation in November 2021.
Taxes. Provision for income taxes decreased $7.6 million to $1.4 million for the three months ended March 31, 2022
from $9.0 million for the three months ended March 31, 2021 due to the decrease in earnings. The increase in the effective
tax rate to 57.5% for the three months ended March 31, 2022 as compared to 32.0% in the prior year period was a result of
increased U.S. corporate expenses, which we do not believe will be deductible.
Loss from investment in unconsolidated subsidiary – related party, net of tax. Loss from unconsolidated subsidiary –
related party in 2021 represented our allocable share of the loss from our investment in our unconsolidated subsidiary,
Comenity Canada, L.P., which was sold to an affiliate of our former Parent in August 2021.
Use of Non-GAAP financial measures
Adjusted EBITDA is a non-GAAP financial measure equal to net income, the most directly comparable financial
measure based on accounting principles generally accepted in the United States of America, or GAAP, plus loss from
investment in unconsolidated subsidiary – related party, provision for income taxes, interest expense (income), net,
depreciation and other amortization, the amortization of purchased intangibles, and stock compensation expense. Adjusted
EBITDA also excludes strategic transaction costs, which were comprised of amounts associated with the Employee
Matters agreement entered into as part of the Separation. These items were not included in the measurement of segment
adjusted EBITDA as the chief operating decision maker did not factor these expenses for purposes of assessing segment
performance and decision making with respect to resource allocations.
We use adjusted EBITDA as an integral part of our internal reporting to measure the performance of our reportable
segments and to evaluate the performance of our senior management, and we believe it provides useful information to our
investors regarding our performance and overall results of operations. Adjusted EBITDA is considered an important
indicator of the operational strength of our businesses. Adjusted EBITDA eliminates the uneven effect across all business
segments of considerable amounts of non-cash depreciation of tangible assets and amortization of intangible assets,
including certain intangible assets that were recognized in business combinations. A limitation of this measure, however, is
that it does not reflect the periodic costs of certain capitalized tangible and intangible assets used in generating revenues in
our businesses. Management evaluates the costs of such tangible and intangible assets, such as capital expenditures,
investment spending and return on capital and therefore the effects are excluded from adjusted EBITDA. Adjusted
EBITDA also eliminates the non-cash effect of stock compensation expense.
Adjusted EBITDA is not intended to be a performance measure that should be regarded as an alternative to, or more
meaningful than, net income as an indicator of operating performance or to cash flows from operating activities as a
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measure of liquidity. In addition, adjusted EBITDA is not intended to represent funds available for dividends, reinvestment
or other discretionary uses, and should not be considered in isolation or as a substitute for measures of performance
prepared in accordance with GAAP.
Adjusted EBITDA presented herein may not be comparable to similarly titled measures presented by other companies
and may not be identical to corresponding measures used in our various agreements.

Net income
Loss from investment in unconsolidated subsidiary – related party, net of tax
Provision for income taxes
Interest expense (income), net
Depreciation and other amortization
Amortization of purchased intangibles
Stock compensation expense
Strategic transaction costs (1)
Adjusted EBITDA
(1)

$

Three Months Ended March 31,
2022
2021
(in thousands)

$

1,018
—
1,375
9,052
9,125
288
2,328
1,513
24,699

$

$

19,038
36
8,984
(69)
8,595
439
1,853
—
38,876

Represents costs associated with the Separation, which were comprised of amounts associated with the Employee
Matters Agreement.

Segment Revenue and Adjusted EBITDA
Three Months Ended March 31,
2022
2021
% Change
(in thousands, except percentages)

Revenue:
AIR MILES Reward Program
BrandLoyalty
Corporate/Other
Eliminations
Total

$ 65,708 $ 70,257
89,281
106,297
—
—
(44)
—
$ 154,945 $ 176,554

(6)%
(16)
—
nm *
(12)%

Adjusted EBITDA
AIR MILES Reward Program
BrandLoyalty
Corporate/Other
Total

$ 29,405 $ 36,451
236
5,706
(4,942)
(3,281)
$ 24,699 $ 38,876

(19)%
(96)
51
(36)%

Three months ended March 31, 2022 compared to the three months ended March 31, 2021
Revenue. Total revenue decreased $21.6 million, or 12%, to $154.9 million for the three months ended March 31, 2022
from $176.6 million for the three months ended March 31, 2021. The decrease was due to the following:
●

AIR MILES Reward Program. Revenue decreased $4.5 million, or 6%, to $65.7 million for the three months
ended March 31, 2022, as revenue was impacted by a decline in issuance revenue, included in service revenue, of
$2.8 million due to the decrease in the number of AIR MILES reward miles issued in 2020 and 2021, and a
decline of $2.9 million in redemption revenue due to the increase in the value proposition that negatively impacts
the cost of redemptions, which are netted against revenue in accordance with ASC 606.

●

BrandLoyalty. Revenue decreased $17.0 million, or 16%, to $89.3 million for the three months ended March 31,
2022, due to the size and timing of programs in market, which can vary between quarters in the comparative
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years. In addition, our first quarter is traditionally a seasonally slow period with the fourth quarter typically being
our strongest quarter due to increased consumer spending patterns, including the holiday shopping period.
Adjusted EBITDA. Adjusted EBITDA decreased $14.2 million, or 36%, to $24.7 million for the three months ended
March 31, 2022 from $38.9 million for the three months ended March 31, 2021. The decrease was due to the following:
●

AIR MILES Reward Program. Adjusted EBITDA decreased $7.0 million, or 19%, to $29.4 million for the
three months ended March 31, 2022 due to the decrease in revenue, an increase in payroll and benefits expense
attributable to an increase in severance, incentive compensation, and new hires in business development and
information technology, and an increase in consulting costs.

●

BrandLoyalty. Adjusted EBITDA decreased $5.5 million, or 96%, to $0.2 million for the three months ended
March 31, 2022 due to the loss of margin from the decline in revenue noted above.

●

Corporate/Other. Adjusted EBITDA decreased $1.7 million to $(4.9) million for the three months ended March
31, 2022 due to an increase in payroll and benefits expense and consulting costs.

Liquidity and Capital Resources
Historically, our primary source of liquidity has been cash generated from operating activities. We expanded this
source with our new credit facility and may expand these sources with future issuances of debt or equity securities. Our
primary uses of cash are for ongoing business operations, repayment of our debt, capital expenditures and investments.
We believe that internally generated funds and other sources of liquidity will be sufficient to meet working capital
needs, capital expenditures, and other business requirements for at least the next 12 months. We believe we will meet
known or reasonably likely future cash requirements through the combination of cash flows from operating activities,
available cash balances and available borrowings through the issuance of third-party debt. If these sources of liquidity need
to be augmented, additional cash requirements would likely be financed through the issuance of debt or equity securities;
however, there can be no assurances that we will be able to obtain additional debt or equity financing on acceptable terms
in the future. In addition, the continued volatility in the financial and capital markets due to COVID-19, or the ongoing
invasion by Russia of Ukraine, may limit our access to, or increase our cost of, capital or make capital unavailable on terms
acceptable to us or at all.
Our ability to fund our operating needs will depend on our future ability to continue to generate positive cash flow
from operations and obtain debt or equity financing on acceptable terms.
Cash Flow Activity
Operating Activities. We used cash flow from operating activities of $28.7 million for the three months ended March
31, 2022 as compared to cash flow generated from operating activities of $96.9 million for the three months ended March
31, 2021, primarily as a result of a decline in net income and changes in working capital.
Investing Activities. Cash used in investing activities was $12.0 million and $16.9 million for the three months ended
March 31, 2022 and 2021, respectively. Significant components of investing activities are as follows:
●

Redemption settlement assets, restricted. The cash used in redemption settlement assets, restricted was $8.3
million and $13.1 million for the three months ended March 31, 2022 and 2021 respectively, as a result of lower
investments.

●

Capital expenditures. Cash paid for capital expenditures was $3.7 million and $4.5 million for the three months
ended March 31, 2022 and 2021, respectively. We anticipate that in 2022, we will invest an incremental $20.0
million to $25.0 million of capital expenditures towards enhancing our collector-facing digital platforms and
upgrading our data and analytics capabilities.
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●

Financing Activities. Cash used in financing activities was $11.7 million and $123.5 million for the three months
ended March 31, 2022 and 2021, respectively. In 2022, the cash used for financing was primarily attributable to
principal payments on our term loans. In 2021, the Company paid a dividend to our former Parent of $124.2
million, of which $4.2 million was withheld for taxes.

Debt
Credit Agreement
At March 31, 2022, we had $662.3 million in term loans outstanding and a $150.0 million revolving line of credit. As
of March 31, 2022, we had no amounts outstanding under our revolving line of credit but a total availability of $133.9
million due to letters of credit outstanding under the senior secured credit agreement. Our total leverage ratio, as defined in
our credit agreement, was 4.1 to 1 at March 31, 2022, as compared to the maximum covenant ratio of 5.0 to 1.
As of March 31, 2022, we were in compliance with our debt covenants.
See Note 9, “Debt,” of the Notes to Unaudited Condensed Consolidated and Combined Financial Statements for
additional information regarding our debt.
Critical Accounting Policies and Estimates
There have been no significant changes to our critical accounting policies and estimates from the information provided
in Item 7, “Management’s Discussion and Analysis of Financial Condition and Results of Operations,” included in our
Annual Report filed on Form 10-K for the fiscal year ended December 31, 2021.
Recently Issued Accounting Pronouncements
See “Recently Issued Accounting Standards” under Note 1, “Description of Business and Basis of Presentation,” of the
Notes to Unaudited Condensed Consolidated and Combined Financial Statements for a discussion of certain accounting
standards recently issued.
Item 3. Quantitative and Qualitative Disclosures About Market Risk
Market risk is the risk of loss from adverse changes in market prices and rates. Our primary market risks include
foreign currency exchange rate risk and interest rate risk.
There have been no material changes from our Annual Report on Form 10-K for the year ended December 31, 2021
related to our exposure to market risk from foreign currency exchange rate risk and interest rate risk.
Item 4. Controls and Procedures
Conclusion Regarding the Effectiveness of Disclosure Controls and Procedures
As of March 31, 2022, we carried out an evaluation, under the supervision and with the participation of our
management, including our Chief Executive Officer and Chief Financial Officer, of the effectiveness of the design and
operation of our disclosure controls and procedures pursuant to Rule 13a-15 of the Securities Exchange Act of 1934. Based
upon that evaluation, our Chief Executive Officer and Chief Financial Officer, concluded that as of March 31, 2022 (the
end of our first fiscal quarter), our disclosure controls and procedures were effective. Disclosure controls and procedures
are controls and procedures designed to ensure that information required to be disclosed in our reports filed or submitted
under the Securities Exchange Act of 1934 is recorded, processed, summarized and reported within the time periods
specified in the SEC’s rules and forms and include controls and procedures designed to ensure that information
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we are required to disclose in such reports is accumulated and communicated to management, including our Chief
Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding required disclosure.
Changes in Internal Control Over Financial Reporting
There have been no changes in our internal control over financial reporting that occurred during our first quarter 2022
that have materially affected, or are reasonably likely to materially affect, our internal control over financial reporting.
PART II — OTHER INFORMATION
Item 1. Legal Proceedings
We are involved, from time to time, in litigation, other legal claims, regulatory actions or other proceedings or actions
by governmental authorities involving matters associated with or incidental to our business in the ordinary course,
including, among other things, matters involving customer or vendor disputes, breaches of contractual obligations, class
actions or purported class actions, trademark and other intellectual property protection and licensing disputes,
import/export regulations, taxation, and employment matters. We believe the resolution of currently pending matters will
not individually or in the aggregate have a material adverse effect on our business or financial condition. However, our
current assessment of these matters may change upon discovery of facts not presently known or determinations by judges,
juries, or other finders of fact not in accord with management’s evaluation of the possible outcome or liability resulting
therefrom.
Item 1A. Risk Factors
Other than as set forth below, there have been no material changes to the Risk Factors previously disclosed in our
Annual Report on Form 10-K for the year ended December 31, 2021.
The invasion by Russia of Ukraine and the related global disruptions may negatively impact our results of operations.
As a result of the invasion by Russia of Ukraine, the U.S. and certain other countries have imposed sanctions on
conducting business with or in Russia and could impose further sanctions that could damage or disrupt international
commerce and the global economy. It is not possible to predict the broader or longer-term consequences of this conflict or
the sanctions imposed to date, which could include further sanctions, embargoes, regional instability, geopolitical shifts and
adverse effects on macroeconomic conditions, security conditions, currency exchange rates and financial markets. Such
geopolitical instability and uncertainty could have a negative impact on our ability to sell to, ship products to, collect
payments from, and support customers in certain regions based on trade restrictions, embargoes and export control law
restrictions, and logistics restrictions that could increase the costs, risks and adverse impacts from additional supply chain
and logistics challenges. We may also be the subject of increased cyber-attacks. The potential effects of the invasion by
Russia of Ukraine also could impact many of the other risk factors described in Item 1A, Risk Factors, in our Annual
Report on Form 10-K for the year ended December 31, 2021. These potential effects could include but are not limited to
variations in the level of our profitability, fluctuations in foreign currency markets, the availability of future borrowings,
the cost of borrowings, and potential impairment of the carrying value of goodwill. Given the evolving nature of this
conflict, the related sanctions, potential governmental actions and global economic fallout, such potential impacts remain
uncertain. While Russia does not constitute a material portion of our business, a significant escalation of the conflict’s
current scope or related expansion of economic disruption to a portion or all of the global economy could have a material
adverse effect on our results of operations.
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Item 2. Unregistered Sales of Equity Securities and Use of Proceeds
The following table presents information with respect to purchases of our common stock made during the three months
ended March 31, 2022:

Period

Total Number of
Shares Purchased

During 2022:
January 1-31
February 1-28
March 1-31
Total

—
—
—
—

Average Price Paid per
Share

$

—
—
—
—

$

Item 3. Defaults Upon Senior Securities
None
Item 4. Mine Safety Disclosures
Not applicable.
Item 5. Other Information
(a) None
(b) None
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Total Number of
Shares Purchased as
Part of Publicly
Announced Plans or
Programs

—
—
—
—

Approximate Dollar
Value of Shares that
May Yet Be Purchased
Under the Plans or
Programs
(Dollars in thousands)

$

$

—
—
—
—
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Item 6. Exhibits
(a) Exhibits:
EXHIBIT INDEX
esc pt o
Incorporated by Reference
Exhibit
No.

Description

Form

Exhibit

Filing Date

10.1%* Fourth Amendment to Amended and Restated Program Participation
Agreement by and between LoyaltyOne, Co. and Bank of Montreal, dated
as of April 6, 2022.
31.1*

Certification of Chief Executive Officer of Loyalty Ventures Inc. pursuant
to Rule 13a-14(a) promulgated under the Securities Exchange Act of 1934,
as amended.

31.2*

Certification of Chief Financial Officer of Loyalty Ventures Inc. pursuant
to Rule 13a-14(a) promulgated under the Securities Exchange Act of 1934,
as amended.

32.1**

Certification of Chief Executive Officer of Loyalty Ventures Inc. pursuant
to Rule 13a-14(b) promulgated under the Securities Exchange Act of 1934,
as amended, and Section 1350 of Chapter 63 of Title 18 of the United
States Code.

32.2**

Certification of Chief Financial Officer of Loyalty Ventures Inc. pursuant
to Rule 13a-14(b) promulgated under the Securities Exchange Act of 1934,
as amended, and Section 1350 of Chapter 63 of Title 18 of the United
States Code.

101*

The following financial information from Loyalty Ventures Inc.’s
Quarterly Report on Form 10-Q for the quarter ended March 31, 2022,
formatted in Inline XBRL: (i) Condensed Consolidated Balance Sheets, (ii)
Condensed Consolidated and Combined Statements of Income, (iii)
Condensed Consolidated and Combined Statements of Comprehensive
Loss, (iv) Condensed Consolidated and Combined Statements of Equity,
(v) Condensed Consolidated and Combined Statements of Cash Flows and
(vi) Notes to Condensed Consolidated and Combined Financial
Statements.

104*

Cover Page Interactive Data File (formatted in Inline XBRL and contained
in Exhibit 101).

*
**
+
%

Filed herewith
Furnished herewith
Pursuant to Item 601(b)(10)(iv) of Regulation S-K, certain identified information has been excluded from this exhibit.
Certain exhibits and schedules have been omitted pursuant to Item 601(a)(5) of Regulation S-K. Loyalty Ventures
hereby undertakes to furnish supplementally copies of any of the omitted exhibits and schedules upon request by the
U.S. Securities and Exchange Commission.
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SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be
signed on its behalf by the undersigned, duly authorized.
LOYALTY VENTURES INC.
By:

/s/ CHARLES L. HORN
Charles L. Horn
President and Chief Executive Officer

By:

/s/ JOHN J. CHESNUT
John J. Chesnut
Executive Vice President and Chief Financial Officer

Date: May 6, 2022

Date: May 6, 2022

35

Exhibit 10.1
CERTAIN IDENTIFIED INFORMATION HAS BEEN EXCLUDED FROM THE EXHIBIT AS SUCH INFORMATION
WOULD LIKELY CAUSE COMPETITIVE HARM TO THE REGISTRANT IF PUBLICLY DISCLOSED. SUCH
EXCLUSIONS HAVE BEEN MARKED WITH A [****].

LOYALTYONE, CO.

-and-

BANK OF MONTREAL

FOURTH AMENDMENT
TO
AMENDED AND RESTATED PROGRAM PARTICIPATION AGREEMENT

DATED AS OF APRIL 6, 2022

FOURTH AMENDMENT TO AMENDED AND RESTATED
PROGRAM PARTICIPATION AGREEMENT
This Fourth Amendment to the Amended and Restated Program Participation Agreement (this
“Fourth Amendment”) effective as of April 6, 2022 (the “Effective Date”) is entered into by and between
Bank of Montreal (“Bank”) and LoyaltyOne, Co. (“LM”), and constitutes an amendment to and
modification of the Amended and Restated Program Participation Agreement dated as of November 1, 2017
by and between Bank and LM, as amended (the “Agreement”). the Bank and LM are sometimes hereinafter
referred to collectively as the “Parties” and individually as a “Party”.
WHEREAS, Bank and LM have entered into the Agreement, pursuant to which the Bank
participates in the AIR MILES Rewards Program operated by LM; and
WHEREAS, Bank issues BankCards to its customers where AIR MILES reward miles can be
earned; and,
WHEREAS, the Parties now wish to further amend the Agreement; and,
WHEREAS, capitalized terms used and not otherwise defined herein shall have the meanings
ascribed to them in the Agreements.
NOW THEREFORE, for good and valuable consideration, the receipt and sufficiency of which are
hereby acknowledged, the Parties agree to the following:
1. Prior Agreements. The terms of the Agreement and the terms set forth in this Fourth
Amendment shall as of the Effective Date continue to govern the BankCard benefits pursuant to
the Agreement.
2. Amendments.
a. The Agreement is hereby amended by adding a new Section 8.12, as follows:
“8.12  [****]. LM and the Bank shall comply with the provisions of Schedule 8.12.”
b. The Agreement is hereby amended by adding a new Schedule 8.12, as attached hereto as
Exhibit A.
c. Exhibit B to Schedule 9.9 of the Agreement is hereby amended to include the following
line item:
[****]
3. Incorporation of the Agreement. The terms and conditions of the Agreement shall continue
in full force and effect, except to the extent they are expressly superseded or modified by or
inconsistent with the terms and conditions of this Fourth Amendment, in which event, the

Fourth Amendment shall control.
4. Governing Law. This Fourth Amendment will be interpreted in accordance with the laws of the
Province of Ontario and the federal laws of Canada applicable therein. The parties must submit to
the jurisdiction of the courts of the Province of Ontario.
[signature page follows]

IN WITNESS WHEREOF this Amendment has been executed by the Parties by their authorized signing
officers as of the date first above-mentioned.

LOYALTYONE, CO.

By: /s/ Rachel MacQueen
Name: Rachel MacQueen
Title: SVP, Collector Experience & Marketing

By: /s/ Charles Horn
Name: Charles Horn
Title: Officer

BANK OF MONTREAL
By: /s/ Andras Lazar
Name: Andras Lazar
Title: VP – Product, Partnerships & Innovation

Exhibit 31.1
CERTIFICATION OF THE
CHIEF EXECUTIVE OFFICER
OF
LOYALTY VENTURES INC.
I, Charles L. Horn, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Loyalty Ventures Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for,
the periods presented in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which
this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report)
that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant’s internal control over financial reporting.
/S/ CHARLES L. HORN
Charles L. Horn
Chief Executive Officer

Date: May 6, 2022

Exhibit 31.2
CERTIFICATION OF THE
CHIEF FINANCIAL OFFICER
OF LOYALTY VENTURES INC.
I, John J. Chesnut, certify that:
1. I have reviewed this quarterly report on Form 10-Q of Loyalty Ventures Inc.;
2. Based on my knowledge, this report does not contain any untrue statement of a material fact or omit to state a material
fact necessary to make the statements made, in light of the circumstances under which such statements were made, not
misleading with respect to the period covered by this report;
3. Based on my knowledge, the financial statements, and other financial information included in this report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for,
the periods presented in this report;
4. The registrant’s other certifying officer(s) and I are responsible for establishing and maintaining disclosure controls
and procedures (as defined in Exchange Act Rules 13a-15(e) and 15d-15(e)) and internal control over financial reporting
(as defined in Exchange Act Rules 13a-15(f) and 15d-15(f)) for the registrant and have:
(a) Designed such disclosure controls and procedures, or caused such disclosure controls and procedures to be
designed under our supervision, to ensure that material information relating to the registrant, including its
consolidated subsidiaries, is made known to us by others within those entities, particularly during the period in which
this report is being prepared;
(b) Designed such internal control over financial reporting, or caused such internal control over financial reporting
to be designed under our supervision, to provide reasonable assurance regarding the reliability of financial reporting
and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles;
(c) Evaluated the effectiveness of the registrant’s disclosure controls and procedures and presented in this report our
conclusions about the effectiveness of the disclosure controls and procedures, as of the end of the period covered by
this report based on such evaluation; and
(d) Disclosed in this report any change in the registrant’s internal control over financial reporting that occurred
during the registrant’s most recent fiscal quarter (the registrant’s fourth fiscal quarter in the case of an annual report)
that has materially affected, or is reasonably likely to materially affect, the registrant’s internal control over financial
reporting; and
5. The registrant’s other certifying officer(s) and I have disclosed, based on our most recent evaluation of internal control
over financial reporting, to the registrant’s auditors and the audit committee of the registrant’s board of directors (or
persons performing the equivalent functions):
(a) All significant deficiencies and material weaknesses in the design or operation of internal control over financial
reporting which are reasonably likely to adversely affect the registrant’s ability to record, process, summarize and
report financial information; and
(b) Any fraud, whether or not material, that involves management or other employees who have a significant role in
the registrant’s internal control over financial reporting.
/S/ JOHN J. CHESNUT
John J. Chesnut
Chief Financial Officer

Date: May 6, 2022

Exhibit 32.1
CERTIFICATION OF
CHIEF EXECUTIVE OFFICER
OF
LOYALTY VENTURES INC.
This certification is provided pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the SarbanesOxley Act of 2002 and accompanies the quarterly report on Form 10-Q for the quarter ended March 31, 2022 (the
“Form 10-Q”) of Loyalty Ventures Inc. (the “Registrant”).
I, Charles L. Horn, certify that to the best of my knowledge:
(i) the Form 10-Q fully complies with the requirements of section 13(a) or section 15(d) of the Securities Exchange
Act of 1934 (15 U.S.C. 78m(a) or 78o(d)); and
(ii) the information contained in the Form 10-Q fairly presents, in all material respects, the financial condition and
results of operations of the Registrant.
/S/ CHARLES L. HORN
Charles L. Horn
Chief Executive Officer

Date: May 6, 2022

Exhibit 32.2
CERTIFICATION OF
CHIEF FINANCIAL OFFICER
OF LOYALTY VENTURES INC.
This certification is provided pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the SarbanesOxley Act of 2002 and accompanies the quarterly report on Form 10-Q for the quarter ended March 31, 2022 (the
“Form 10-Q”) of Loyalty Ventures Inc. (the “Registrant”).
I, John J. Chesnut, certify that to the best of my knowledge:
(i) the Form 10-Q fully complies with the requirements of section 13(a) or section 15(d) of the Securities Exchange
Act of 1934 (15 U.S.C. 78m(a) or 78o(d)); and
(ii) the information contained in the Form 10-Q fairly presents, in all material respects, the financial condition and
results of operations of the Registrant.
/S/ JOHN J. CHESNUT
John J. Chesnut
Chief Financial Officer

Date: May 6, 2022

