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Court File No. CV-23-00696017-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES' CREDITORS ARRANGEMENT ACT,
R.S.C. 1985, c. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR ARRANGEMENT OF
LOYALTYONE, CO.

NOTICE OF MOTION
(Motion to Set Aside Disclaimer)

Bread Financial Holdings, Inc. (“Bread”) will make a motion to a judge presiding over the

April 29-30, 2024
Ontario Superior Court of Justice (Commercial List) (the “CCAA Court’) on a-dateteo-be-seheduled

at 330 University Avenue, Toronto, Ontario.

PROPOSED METHOD OF HEARING: The motion is to be heard,

D In writing under subrule 37.12.1(1);

|:| In writing as an opposed motion under subrule 37.12.1(4);

In person;

|:| By telephone conference;

|:| By video conference.

THE MOTION IS FOR an order:

(a) if necessary, that the time for service of the Notice of Motion and the Motion Record

is hereby abridged and validated and that further service thereof is dispensed with;


KEMPJH
Line


(b) in accordance with subsection 32(2) of the Companies’ Creditors Arrangement Act,
R.S.C. 1985, c. C-36, as amended (the “CCAA”), that the Tax Matters Agreement
(as defined and described below) is not disclaimed pursuant to the Notice of

Disclaimer of LoyaltyOne, Co. (“LoyaltyOne”) dated October 27, 2023;

(c) declaring that the Tax Matters Agreement binds LoyaltyOne and/or is otherwise

enforceable against it; and
(d) such further and other relief as this Honourable Court may deem just.
THE GROUNDS FOR THE MOTION ARE:
Background and LoyaltyOne’s CCAA Proceedings

2. LoyaltyOne is an indirect subsidiary of Loyalty Ventures Inc. (“LVI") and operated the
marketing program known as the AIR MILES® Reward Program (the “AIR MILES® Reward

Program” or “AIR MILES®”).

3. On March 10, 2023, LoyaltyOne was granted protection under the CCAA pursuant to an
initial order (the “Initial Order”) of the Ontario Superior Court of Justice (Commercial List) (the
“Court”). Most recently, the stay of proceedings under the Initial Order was extended to June 28,

2024.

4, Also on March 10, 2023, LVI and three affiliated entities commenced proceedings (the
“Chapter 11 Proceedings”) by filing voluntary petitions for relief under Chapter 11 of Title 11 of
the United States Code in the United States Bankruptcy Court for the Southern District of Texas

(the “US Court’).

5. On April 27, 2023, the US Court entered an order confirming LVI's joint Chapter 11 plan

(the “US Plan”).

6. On June 2, 2023, the effective date of the US Plan, a Liquidating Trust (as defined in the

US Plan) was established to, among other things, hold, investigate and pursue, as appropriate,



claims and causes of action against the Bread Parties (as defined in the US Plan) in connection
with the Separation and Distribution Transaction (as defined below). Bread is not aware of any

other alleged assets held or claims being pursued by the Liquidating Trust.

7. Within the CCAA proceedings, LoyaltyOne sold AIR MILES to Bank of Montreal (‘BMO”)
for an approximate purchase price of US$160 million. Upon closing of the transaction with BMO,
LoyaltyOne’s existing directors and most officers resigned, LoyaltyOne discontinued its
operations and substantially all LoyaltyOne’s employees became employees of BMO. LoyaltyOne

does not carry on any operations at this time.

8. LoyaltyOne’s primary account receivable is a tax refund claim of approximately CAD$100
million (the “Tax Refund”) which is disputed by the Canada Revenue Agency and, if unresolved,
will proceed to trial before the Tax Court of Canada in the fall of 2024 (the “CRA Litigation”). As
described below, pursuant to the Tax Matters Agreement, LoyaltyOne agreed to hold the Tax

Refund as agent for Bread and to pay over to Bread the Tax Refund within 30 days of receipt.

9. LoyaltyOne has not sought approval of a claims process from the Court. Based on the
reports of KSV Restructuring Inc. (the “Monitor”), LoyaltyOne’s creditors include the Credit
Agreement Lenders (as defined and described below), various contractors and other vendors in
respect of goods and services provided to LoyaltyOne for which LoyaltyOne has been invoiced

less than CAD$14 million, and Bread.

10. Bread has an estimated claim against LoyaltyOne in the approximate amount of CAD$146
million arising from a certain indemnity related to a lease disclaimed by LoyaltyOne, among other

claims.
Separation and Distribution Transaction and the Distribution Agreements

11. AIR MILES® launched in Canada in 1992. From July 1998 until November 5, 2021, the

ultimate parent of LoyaltyOne (or its corporate predecessors) was Alliance Data Systems



Corporation (“ADS”), now Bread. Bread’s loyalty programs business line included both: (a) AIR

MILES®; and (b) the “BrandLoyalty” business.

12. On October 13, 2021, the Board of Directors of ADS approved the previously announced
separation (the “Separation and Distribution Transaction”) of its LoyaltyOne segment,
consisting of its Canadian AIR MILES® Reward Program and BrandLoyalty businesses, into an
independent, publicly traded company, LVI. On November 3, 2021, in an initial step of the
Separation and Distribution Transaction and in consideration for assets that ADS was conveying
to LVI, LVI made a cash distribution of US$750 million to ADS. On November 5, 2021, the date
the Separation was consummated, 81% of the outstanding shares of LVI were distributed pro rata
based on the outstanding shares of ADS common stock at the close of business on the record
date of October 27, 2021, with ADS retaining the remaining 19% of the outstanding shares of LVI.
ADS stockholders of record that did not sell their rights to receive LVI stock before the close of
business on November 5, 2021, received one share of LVI common stock for every two and one-
half (2.5) shares of ADS common stock. The distribution qualified as a tax-free reorganization and

a tax-free distribution to ADS and its stockholders for U.S. federal income tax purposes.

13. In connection with the Separation and Distribution Transaction, LVI on behalf of itself and
the members of the LVI Group (as defined and described below) entered into several agreements
with ADS and the ADS Group (as defined and described below) to govern the relationship of the
parties following the Separation and Distribution Transaction (collectively, the “Distribution

Agreements”), including:

(a) the Separation and Distribution Agreement dated November 3, 2021, by and

between LVI and ADS (the “Separation and Distribution Agreement”);

(b) the Tax Matters Agreement dated November 5, 2021, by and between LVI on
behalf of itself and the members of the LVI Group and ADS and the ADS Group

(the “Tax Matters Agreement”);



(c) the Transition Services Agreement dated November 5, 2021, by and between LVI

and ADS (the “Transition Services Agreement”); and

(d) the Employee Matters Agreement dated November 5, 2021, by and between LVI

and ADS (the “EMA”).
14. Notably, the Tax Matters Agreement was signed by:

(a) ADS on behalf of a group comprised of itself and its listed subsidiaries (the “ADS

Group”); and

(b) LVI on behalf of the Loyalty Ventures Group, which is defined in the agreement as
LVI and all of its subsidiaries listed in Schedule 1.01(i) to the Tax Matters

Agreement (the “LVI Group”), which includes LoyaltyOne.

15. Pursuant to section 27 of the Tax Matters Agreement, each of ADS and LVI represented
and warranted, among other things, that it had the power and authority to execute the Agreement
on its behalf and on behalf of each member of its Group and that the Tax Matters Agreement

created a legal, valid and binding obligation on each party and each member of its Group.

16. The Tax Matters Agreement was signed by Jeffrey Fair, the Senior Vice President of LVI
and the Vice President of Taxation at LoyaltyOne. The Separation and Distribution Agreement,
the Transition Services Agreement and the EMA were signed by Charles Horn, the President and

Chief Executive Officer of LVI and the Treasurer of LoyaltyOne.

17. The Distribution Agreements are part of one integrated agreement and provide that the
Separation and Distribution Agreement, the Tax Matters Agreement and the Transition Services

Agreement constitute an entire agreement.

18. The Distribution Agreements are governed by, and shall be construed and enforced in

accordance with, the laws of the State of Delaware.



Transition Services Agreement

19. Shortly prior to the commencement of the CCAA proceedings, LVI purported to assign a

portion of the Transition Services Agreement to LoyaltyOne.

20. On July 14, 2023, LoyaltyOne delivered a Notice of Disclaimer to LVI and Bread seeking

to disclaim the Transition Services Agreement.

21. Bread disagreed with LoyaltyOne’s ability to disclaim all or a portion of the Transition
Services Agreement. However, given that the obligations of the parties under the Transition
Services Agreement had expired or been rendered largely inoperative through the sale of the
LoyaltyOne business to BMO, Bread did not oppose the disclaimer, without prejudice to Bread’s
rights to assert Bread’s rights with respect to the Tax Matters Agreement and any other

agreements entered into in connection with the Separation and Distribution Transaction.
Tax Matters Agreement

22. The Tax Matters Agreement expressly contemplates the anticipated Tax Refund and
provides that LoyaltyOne agrees to pay the Tax Refund over to Bread within 30 days of receipt
thereof. In particular, pursuant to section 8(a) “[e]xcept as provided by Section 8(b) [which is
inapplicable to the Tax Refund], ADS shall be entitled to all Tax Refunds received by any member
of the ADS Group or any member of the Loyalty Ventures Group, including but not limited to Tax
Refunds resulting from the matters set forth on Schedule C.” The Tax Refund at issue on this
motion is expressly listed on Schedule C. Pursuant to section 8(c), a Company receiving or
realizing a Tax Refund to which another party is entitled shall pay over the amount of the Tax
Refund within 30 days of receipt thereof. Section 12(b) of the Tax Matters Agreement further

requires LoyaltyOne to hold the Tax Refund amount as agent for Bread, once received.

23. The Tax Matters Agreement also incorporates general administrative provisions related

to, among other things: (a) the agreed upon allocation of taxes among and between the parties;



(b) filing tax returns; (c) the apportionment of earnings and profits and tax attributes; (d) the

utilization of tax attributes; and (e) deductions and reporting for certain awards.

24, Prior to delivery of the Notice of Disclaimer to Bread, LoyaltyOne had performed its

contractual obligations in accordance with the Tax Matters Agreement.

Loans in Connection with the Separation and Distribution Transaction

25. In the context of the Separation and Distribution Transaction, LVI, among other things,
borrowed (and LoyaltyOne guaranteed) US$675 million from the Credit Agreement Lenders. LVI
and certain affiliates (collectively, the “Borrowers”), a group of lenders (collectively, the “Credit
Agreement Lenders”) and Bank of America N.A., as administrative agent (the “Credit
Agreement Agent’), entered into a credit agreement dated as of November 3, 2021 (as
amended, the “Credit Agreement”) whereby the Credit Agreement Lenders established credit
facilities for the Borrowers. Certain of LVI's subsidiaries, including LoyaltyOne, are guarantors

under the Credit Agreement (collectively, the “Guarantors”).

26. The Credit Agreement contemplated that the funds borrowed by LVI thereunder would be
used to effect the Separation and Distribution Transaction. Among other provisions: (a) pursuant
to section 4.01(h), it was a condition precedent to the initial extension of credit that the Spinoff (as
defined in the Credit Agreement) shall have been initiated prior to, or substantially simultaneously
with, the Closing Date; and (b) pursuant to section 6.11, the proceeds of the Credit Extensions
were to be used for, among other things, to finance a portion of the Spin Payment and the other

Form 10 Transactions (as these terms are defined in the Credit Agreement).

27. The obligations under the Credit Agreement are secured by, among other things, a first
priority security interest in all present and after-acquired personal property of the Borrowers and
the Guarantors, including LoyaltyOne, but expressly excluding the Excluded Property. The Credit
Agreement specifically lists the Tax Refund as one type of Excluded Property that is not part of

the Credit Agreement Lenders’ collateral.



28. As of March 9, 2023, there was approximately US$656 million of principal outstanding
under the Credit Facilities. LoyaltyOne has made certain distributions to the Credit Agreement
Agent during its CCAA proceedings; however, it appears that the Credit Agreement Lenders
remain the largest creditor group in the estate of LoyaltyOne and are the directing minds of the

proceeding at this time.
Contemplated Litigation by LoyaltyOne and LVI against Bread

29. On October 18, 2023, LoyaltyOne filed a statement of claim in the Ontario Superior Court
of Justice against Bread and Joseph L. Motes Ill seeking damages in the amount of US$775
million (the “Statement of Claim”). In the Statement of Claim, LoyaltyOne, as directed by its
largest stakeholder group, the Credit Agreement Lenders, is alleging that the Separation and
Distribution Transaction was “simply a value-stripping scheme orchestrated and implemented by

ADS and Motes for the benefit of ADS and to the corresponding detriment of LoyaltyOne.”

30. LoyaltyOne has not taken steps to serve the Statement of Claim on Bread (despite Bread’s
solicitors offering to accept service) and appears to be delaying commencing the determination

of its allegations in the Statement of Claim.

31. Despite the non-service of the Statement of Claim on Bread, on November 11, 2023,
LoyaltyOne and the Monitor served motion materials seeking, among other things, a
determination that the provisions in the Tax Matters Agreement requiring LoyaltyOne to pay Bread
an amount equivalent to the Tax Refund are oppressive and a transfer at undervalue and are void

and unenforceable by Bread against LoyaltyOne.

32. The motion materials further evidence that LoyaltyOne’s attempted disclaimer of the Tax
Matters Agreement is merely an improper attempt to litigate the same issue in more than one

context and forum.



33. In addition, while Bread has not been served with a claim, LVI has established a liquidating
trust in the Chapter 11 Proceedings to pursue claims against Bread and other parties to provide

for potential recovery for the Credit Agreement Lenders.
Notice of Disclaimer or Resiliation of the Tax Matters Agreement

34. Despite closing the transaction with BMO in June 2023 and ceasing operations at that
time, LoyaltyOne only delivered a Notice of Disclaimer to LVI and Bread seeking to disclaim the

Tax Matters Agreement on October 27, 2023.

35. The disclaimer or resiliation of the Tax Matters Agreement will not enhance the prospects
of a viable compromise or arrangement being made in respect of LoyaltyOne. As noted above,
LoyaltyOne has already sold substantially all of its assets to BMO, has no ongoing operations,

and has only relatively modest trade obligations.

36. In seeking to disclaim the Tax Matters Agreement, LoyaltyOne is attempting to improperly
utilize the disclaimer provisions in the CCAA to unwind one aspect of the completed Separation

and Distribution Transaction.

37. LoyaltyOne is improperly relying on the disclaimer provisions of the CCAA for the sole
purpose of shifting value from Bread to LoyaltyOne’s sophisticated secured lenders who explicitly

agreed to the Credit Agreement, including that:

(a) the funds they advanced under the Credit Agreement would be utilized to fund the
Separation and Distribution Transaction, which included the entering into of the

Tax Matters Agreement;

(b) they were fully aware of and acknowledged that the Tax Refund is an asset that
belongs to Bread (and not to LoyaltyOne or LVI) under the terms of the Tax Matters

Agreement; and
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(c) the Tax Refund forms part of the Excluded Property and does not form part of their

collateral.

38. The effect of LoyaltyOne’s purported disclaimer would be the effective conversion, for the
primary benefit of LoyaltyOne’s controlling minds, of funds that were intended to be held in escrow
by LoyaltyOne and transferred to Bread in completion of obligations between those parties. The

disclaimer would give effect to an effective breach of trust and appropriation of funds.

39. The disclaimer of the Tax Matters Agreement will cause significant financial hardship to
Bread, particularly when compared to the effect of an order denying the disclaimer on the Credit

Agreement Lenders.

40. It is not fair, appropriate or reasonable in the circumstances for LoyaltyOne to disclaim the

Tax Matters Agreement.
General
41. The CCAA, including sections 11 and 32 thereof.

42. Rules 2.03, 3.02, 10.01, 12.07 and 37 of the Rules of Civil Procedure, R.R.O. 1990, Reg.

194, as amended.

43. Sections 95 and 96 of the Bankruptcy and Insolvency Act, R.S.C. 1985, c. B-3, as

amended.
44, Section 138 of the Courts of Justice Act, R.S.0. 1990, c. C.43, as amended.

45, Such further and other grounds as counsel may advise and this Honourable Court may

permit.
THE FOLLOWING DOCUMENTARY EVIDENCE will be used at the hearing of the motion:
46. Affidavits to be filed.

47. Such further and other materials as counsel may advise and this Honourable Court may

permit.
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Court File No. CV-23-00696017-00CL

ONTARIO
SUPERIOR COURT OF JUSTICE
COMMERCIAL LIST

IN THE MATTER OF THE COMPANIES’ CREDITORS
ARRANGEMENT ACT, R.S.C. 1985, C. C-36, AS AMENDED

AND IN THE MATTER OF A PLAN OF COMPROMISE OR
ARRANGEMENT OF LOYALTYONE, CO.

APPLICANT

AFFIDAVIT OF JOSEPH L. MOTES Il
(affirmed February 9, 2024)

I, Joseph L. Motes llI, of the City of Dallas in the State of Texas AFFIRM AND SAY:

1. | am the General Counsel, Executive Vice President, Chief Administrative Officer and
Secretary of Bread Financial Holdings, Inc. (“Bread”). As such, | have knowledge of the matters
contained in this affidavit. To the extent that | make statements on the basis of information and
belief, in each case | state the source of my information and believe it to be true. In making this

affidavit, | do not intend to and do not waive any applicable privilege.

2. | affirm this affidavit

(a) in support of Bread’s motion for an order: (i) that in accordance with subsection
32(2) of the Companies’ Creditors Arrangement Act, R.S.C. 1985, c. C-36, as
amended (the “CCAA”), the Tax Matters Agreement (as defined and described
below) is not disclaimed or resiliated pursuant to the Notice of Disclaimer of
LoyaltyOne, Co. (“LoyaltyOne”) dated October 27, 2023; and (ii) declaring that the
Tax Matters Agreement dated November 5, 2021 (the “Tax Matters Agreement”)

binds LoyaltyOne and/or is otherwise enforceable against it; and
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3.

(b)

in response to the motion of LoyaltyOne and KSV Restructuring Inc. (as court
monitor) that seeks a declaration that the Tax Matters Agreement is not and was
never binding on LoyaltyOne, is unconscionable and void with respect to

LoyaltyOne and/or constitutes a transfer at undervalue.

Prior to March 2022, Bread went by the name Alliance Data Systems (“ADS”). As the

events | describe in this affidavit largely take place prior to the Bread rebrand, | will refer to the

company as ADS throughout most this affidavit.

4.

In this affidavit, | describe events surrounding the November 2021 spinoff of LoyaltyOne

and BrandLoyalty (a second ADS loyalty rewards business) into Loyalty Ventures Inc. (“LVI”), an

independent publicly traded company (the “Spinoff Transaction”). More specifically, | set out the

background and particulars of the following:

5.

(@)

(b)

(c)

(d)

ADS’s decision to divest its loyalty rewards businesses through the Spinoff

Transaction;

the factors ADS considered in structuring the Spinoff Transaction;

the mechanics of the Spinoff Transaction and the Tax Matters Agreement’s
division of tax assets and obligations, particularly as it pertains to the ongoing tax

appeal commenced by LoyaltyOne in 2020; and

events arising in the lead-up to and following LVI and its subsidiary LoyaltyOne

filing for creditor protection in the United States and Canada respectively.

As | will explain, at the time of the Spinoff Transaction, LVI, including its subsidiary

LoyaltyOne, was sufficiently capitalized to succeed as a standalone company. The Spinoff

Transaction was undertaken only after ADS received extensive financial advice on how the
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transaction was structured, and a sophisticated lender syndicate, following their review of detailed
financial statements, projections, modeling, transaction documents and disclosures, agreed to
finance the new entity. It is this same lending syndicate that now seeks to benefit from the
disclaimer of the Tax Matters Agreement, a key Spinoff Transaction document that they reviewed

and required LVI to enter into prior to lending LVI US$675 million.

My Background
6. | am a lawyer licensed in the state of Texas. Prior to joining ADS, | worked in private
practice for nearly twenty years at the firm of Akin Gump Strauss Hauer and Feld LLP where |
served as lead outside counsel on substantially all of ADS’s material acquisitions, dispositions,

and debt financings.

7. | joined ADS in July 2015 as Senior Vice President and General Counsel and in this role
was ultimately responsible for all major legal matters of the company. | worked closely with ADS’s
Assistant General Counsel, Cynthia Hageman, in carrying out my responsibilities. In June 2019,
| was promoted to Executive Vice President and Chief Administrative Officer, while retaining my
titte as General Counsel. Additionally, | have been the corporate Secretary at ADS since joining

the company in 2015.

8. In my roles at ADS, | helped oversee the Spinoff Transaction. | served as the sole director
of LVI from its incorporation in June 2021 until November 4, 2021, immediately prior to its
separation from ADS. LoyaltyOne was a subsidiary of ADS until the spinoff of LVI. | served as a
director of LoyaltyOne from 2015 (and was its sole director beginning in 2019) until the completion

of the Spinoff Transaction.

9. As an outcome of the Spinoff Transaction, ADS shareholders were distributed shares in
LVI and | received 2,241 LVI shares in my personal capacity, the value of which was lost as a

result of the insolvency of LVI and LoyaltyOne
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4
l. Decision to Divest the Loyalty Rewards Businesses
10. In this section | provide the background for and explain ADS’s decision to divest its loyalty

rewards businesses by way of the Spinoff Transaction. ADS completed the Spinoff Transaction
to maximize shareholder value and in the belief that its business segments would be more

successful as separate, independently owned businesses.

The ADS Group of Businesses

11. ADS formed via merger in December 1996 and became a publicly traded company on the
New York Stock Exchange in June 2001. Prior to 2019, ADS operated three distinct business
units: 1) credit card and banking services; 2) consumer loyalty reward program services; and 3)

data-driven marketing services.

12. Since its inception, ADS has been a leading provider of private label and co-brand credit
card services, offering payment solutions for large consumer-based retailers and other
businesses. Through ADS’s services, retailers in the United States can offer consumers a credit
card that enables and incentivizes customers to shop with the retailer. The credit card uses the
retailer’'s branding and comes with store-specific perks, but is backed by ADS’s banking
operations. The card services business was the largest of ADS’s three business units, accounting

for well over half of the company’s revenue and earnings.

13. In 1998, ADS entered the loyalty rewards business when it acquired the AIR MILES®
Reward Program (“AIR MILES”), which since 1992 had offered “reward miles” to Canadian
consumers who shopped at or used the services of participating retailers and businesses
(“Program Sponsors”). Customers could redeem reward miles for flights with participating
airlines or other benefits. ADS acquired AIR MILES through the acquisition of Loyalty

Management Group Canada Inc., an Ontario corporation and a predecessor to LoyaltyOne (now



DocuSign Envelope ID: 20B23214-223F-4CFC-8446-25631B0E6401

17

a Nova Scotia unlimited liability company). LoyaltyOne and its predecessors managed the AIR

MILES program from offices in Toronto and reported to ADS’s head office in Columbus, Ohio.

14. Between 2014 and 2016, ADS significantly invested in its loyalty rewards business through
its acquisition of BrandLoyalty Group B.V. (“BrandLoyalty”). BrandLoyalty was based in the
Netherlands and provided customer loyalty campaign services to retailers in Europe, Asia, and
the Middle East. Pursuant to the terms of a 2013 share purchase agreement, ADS acquired 60%
of BrandLoyalty in January 2014, 10% in January 2015, and 10% in January 2016. In April 2016,
ADS acquired the remaining 20% and BrandLoyalty became a wholly-owned subsidiary of ADS.
In total, ADS paid approximately US$1 billion for BrandLoyalty, financed in-part through long-term
debt incurred by ADS. Attached as Exhibit “A” is a copy of an ADS press release dated

November 5, 2013 announcing the BrandLoyalty acquisition.

15. Because ADS’s ownership of LoyaltyOne predated the acquisition of BrandLoyalty, ADS’s
loyalty rewards business unit, which included both LoyaltyOne and BrandLoyalty, was often
referred to as the “LoyaltyOne segment” in financial reporting and other documents. LoyaltyOne’s
management team assisted in the supervision of BrandLoyalty and the development of its post-
acquisition growth strategy, but BrandLoyalty was not a subsidiary of LoyaltyOne. Rather, both
entities were indirect subsidiaries of ADS. Also housed within the LoyaltyOne business unit was

Precima®, a provider of retail strategy and customer data applications.

16. ADS’s third business unit, marketing services, operated under the brand Epsilon and
provided integrated direct marketing solutions through database marketing technology and
analytics. In 2014, ADS significantly invested in its marketing business by acquiring the

advertising technology company Conversant Inc. for approximately US$2.3 billion.

17. ADS provided support and resources to each of its three business units. This included not

only a host of corporate overhead services on a cost-free basis but significant and ongoing
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financial support. In respect of LoyaltyOne, ADS funded acquisitions and initiatives that aligned
with LoyaltyOne’s corporate strategy including BrandLoyalty and exploratory expansion efforts of
the AIR MILES business to Brazil, India, and the United States. Additionally, in 2017, ADS made
a cash infusion to LoyaltyOne of approximately US$170 million to assist the AIR MILES program.
ADS also served as the parent guarantor of LoyaltyOne’s lease of its corporate headquarters in

Toronto, which Bread has now been obligated to assume.

Decision to Focus on Card Services

18. ADS had acquired and/or invested in all three of its business units in the belief that they
would complement each other and provide synergies that maximized ADS’s total corporate value.
However, beginning in 2018, ADS’s leadership assessed the company’s performance and

whether these business units benefitted from being under common ownership.

19. The card services and loyalty rewards business unit operated in different geographic
markets. Card services operated in the United States while the loyalty programs operated
primarily in Canadian, European, Asian, and Middle Eastern markets. Cross-sales and synergies

were therefore limited, and separate management teams and offices were required.

20. In addition, the separate businesses posed managerial challenges. ADS’s head office
regularly had to decide how best to prioritize each business unit in its overall corporate strategy
and allocate resources accordingly. Recruiting top talent was made more difficult as well. Few
executive candidates had experience in all of ADS’s industries and while ADS needed strong
management for each business, qualified candidates were often seeking a top executive position

and not just to lead one of several different lines of business.

21. The breadth of ADS’s businesses also presented regulatory complications. The card

services business operated in the highly regulated banking space subject to a wide range of laws,



DocuSign Envelope ID: 20B23214-223F-4CFC-8446-25631B0E6401

19

rules, regulations, and guidance. ADS’s non-bank lines of business posed additional and
potentially distracting subjects of attention and diligence from its banking regulators. ADS
management determined that keeping the different businesses under a single parent company
could complicate the banking regulators’ assessment of compliance and capital matters, and
therefore was a potential impediment to the ongoing growth of the card services business. ADS’s
other business units could also be constrained, as ADS would need to consider the potential
reaction of the banking regulators to potential mergers, acquisitions, and other transactions by

those units and any concerns they might raise in the eyes of the banking regulators.

22. Finally, ADS’s investment in its loyalty rewards and marketing businesses (i.e., the
acquisitions of BrandLoyalty and Conversant Inc.) had been financed in part by debt incurred by
ADS, and its existing leverage meant that the company was constrained in making additional
capital expenditures and strategic investments. ADS’s management was concerned that the card
services business, which had historically experienced high growth rates and significant returns on
equity, was falling behind competitors who were using new technologies to advance the financial
services available to consumers. ADS’s board and executives believed investment in finance
technology or “fintech” and other strategic investments in technology and digital capabilities would
unlock value from the card services business, but the ability of the company to invest in these

new initiatives was limited by its investments in the other business units.

23. From ongoing assessment, ADS executives came to the determination that the market
would respond favourably to a “pure play” strategy where ADS focused its efforts and resources
on the card services business. Accordingly, between 2019 and 2022, ADS executed on a new

corporate strategy as follows:

(a) In July 2019, ADS sold Epsilon (i.e., the marketing services business unit) to a

leading global marketing company for US$4.4 billion.
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(b)

(c)

(d)

(e)

(f)

(9)

In January 2020, ADS sold Precima to a leading market measurement firm for

US$26.7 million.

In February 2020, Ralph Andretta was appointed as the new CEO of ADS. Mr.
Andretta was formerly the Head of U.S. Cards at Citigroup and had a strong

background in the U.S. consumer finance industry.

In December 2020, ADS acquired Lon Inc., a technology-driven digital payments
“fintech” company operating under the trademark “Bread”, for approximately
US$450 million. Lon Inc. offered ADS and its card services business access to

innovative platform and point-of-sale payment technologies.

In July 2021, Perry Beberman was appointed the new CFO of ADS. Like Mr.
Andretta, Mr. Beberman came from and had expertise in the consumer finance

industry.

In November 2021, ADS executed the Spinoff Transaction and LVI began trading

on the NASDAQ stock exchange.

In March 2022, ADS rebranded to Bread, the trademark it had acquired in its

acquisition of Lon Inc.

24, After the Spinoff Transaction, ADS’s three former business units were separately

managed by executive teams who were able to focus on the strategic priorities specific to that

business and allocate resources and deploy capital in a manner consistent with those priorities.

Decision to Pursue the LVI Spinoff Transaction

25. In 2019, ADS began considering the optimal divestment strategy in relation to the loyalty

rewards businesses. Charles Horn was tasked to lead these efforts. Mr. Horn had been ADS’s
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CFO from 2009 to 2019 and served as interim CEO from late 2019 to early 2020. Following his
tenure as interim CEO, Mr. Horn held the position of Executive Vice President and Senior Advisor.
Mr. Horn was retained as a senior advisor principally to oversee the loyalty rewards business,

while Mr. Andretta and other ADS executives concentrated on the card services business.

26. In July 2019, Mr. Horn engaged Morgan Stanley & Co. LLC (“Morgan Stanley”) to lead a
sales process for the AIR MILES business. Morgan Stanley contacted 28 parties and, in the fall
of 2020, received six preliminary offers for the businesses. Five of these preliminary offers
presented minimum bids of at least US$940 million or equivalent Canadian funds, with four of the
offers exceeding US$1 billion. Attached as Exhibit “B” are copies of two slides prepared for

ADS’s board, which summarize the round one bids received.

27. Despite receiving strong initial interest, a sale ultimately did not materialize. A major
reason for this was that as a practical matter ADS needed the support and cooperation of the AIR
MILES Program Sponsors to achieve a sale and the Program Sponsors were not cooperative.
Ultimately, ADS received two second round offers in addition to an offer from one of the Program
Sponsors. Mr. Horn expressed to me his opinion that these offers either included unacceptable
conditions or did not appropriately value the AIR MILES business. In response, Mr. Horn and his
team began to look into alternative options, including divesting the loyalty rewards businesses via

a spinoff transaction in January 2021.

28. A spinoff transaction was an attractive option as it allowed ADS’s shareholders (who would
receive shares in the new entity) to continue to benefit from the loyalty rewards businesses.
Furthermore, ADS could structure the spinoff so that it retained an interest in the new company.
While ADS had determined that its business units made more sense as separate assets, its board
and executives still believed the loyalty rewards businesses were reliable sources of revenue and

saw financial benefit in retaining an equity interest. A final benefit of a spinoff transaction was that,
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if structured correctly, the separation would be deemed a tax-free reorganization and come with

a lower tax consequence than a sale.

29. Between February and May, Mr. Horn and his team engaged with internal stakeholders
as well as tax specialists, accountants, regulators, bankers, and rating agencies to determine the
feasibility of a spinoff transaction. On May 11, 2021, Mr. Horn, with assistance from Morgan
Stanley, presented the results of his team’s work to the ADS board and recommended that the
loyalty rewards businesses be spun-out into a newly created U.S. publicly traded entity with ADS
retaining an interest in the businesses via a 19% shareholding. The ADS board unanimously
approved continued work on and public announcement of the proposed Spinoff Transaction. A
press release was issued the following day announcing the intended separation of LoyaltyOne
and BrandLoyalty from ADS. Attached as Exhibit “C” is a copy of an ADS press release dated

May 12, 2021.

30. Throughout the planning of the Spinoff Transaction, it was the intention of ADS that post-
separation LoyaltyOne executives would continue to advise on and be involved with BrandLoyalty
and its growth strategy. While separate businesses, the two entities had shared resources and
expertise since the acquisition of BrandLoyalty in 2014. The formation of LVI was the natural
extension of prior practice and a step towards the consolidation of the two businesses into a

cohesive loyalty rewards company.

The LVI Team

31. The obvious person to manage the separation and subsequently lead LVI as its CEO was
Mr. Horn. Through his decade-plus experience as an ADS executive, Mr. Horn was trusted by the
other ADS leadership team members and was viewed as someone who would set LVI up for

Success.
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32. After being selected and announced as the LVI CEO on May 12, 2021, it was left to Mr.
Horn to fill the remaining executive positions. Mr. Horn was given permission to use the ADS
workforce as his recruiting pool and solicit whomever he wanted for LVI positions. Other than
those employed directly by LoyaltyOne and BrandLoyalty, no ADS employee was required to go
to LVI. Rather, if invited by Mr. Horn, the employee had the option to keep their current ADS

position or to leave with LVI post-separation.

33. Ultimately, Mr. Horn recruited some of ADS’s top executives and senior management to

the LVI team:

(a) Cynthia Hageman chose to leave her position as Senior Vice President and
Assistant General Counsel at ADS to become Executive Vice President and

General Counsel at LVI;

(b) Jeffrey Fair chose to leave his position as ADS’s Senior Vice President, Tax to

laterally transition to the same role at LVI;

(c) Jeffrey Chesnut chose to leave his position as ADS’s Senior Vice President and

Treasurer to become Executive Vice President at LVI and its CFO;

(d) Laura Santillan chose to leave her position as ADS’s Senior Vice President and

Chief Accounting Officer to laterally transition to the same role at LVI;

(e) Jeffrey Tusa chose to leave his position in corporate development at ADS to

become LVI's Senior Vice President, Corporate Development and Treasurer; and

() Jack Taffe chose to leave his position in corporate development at ADS to become

LVI's Senior Director, Treasury and Corporate Development.

(collectively, with Mr. Horn, the “LVI Team”)
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34. The LVI Team was a sizeable portion of ADS’s executive talent and their departure was a
loss to ADS’s talent and institutional knowledge. However, the LVI Team expressed excitement
about the prospect of managing the loyalty rewards businesses and their belief in the strength
and growth prospects of LVI. ADS executives believed that the strong LVI management team

would safeguard and grow the value of ADS’s retained interest in LVI.

35. By June 2021, the LVI Team had elected to join LVI after the Spinoff Transaction but
remained ADS employees until the separation in November 2021. The LVI Team was principally
responsible for the implementation of the separation, with limited involvement from executives
staying with ADS. Final executive sign-off on larger separation decisions was provided by Mr.

Beberman (ADS CFO beginning in July 2021), Mr. Andretta (ADS CEOQO), and me.

36. In addition to the LVI Team, the new corporation also received the benefit of ADS’s director
expertise. Roger Ballou who has been a director on ADS’s board since 2001 and its chair since
2020, assumed the role of chair of the LVI board concurrent with his ADS directorship. Given his
long background overseeing ADS and its loyalty rewards businesses, Mr. Ballou was an ideal

candidate to chair the LVI board upon completion of the Spinoff Transaction.

Il. Arrangement of the Spinoff Transaction

37. In this section, | describe how ADS approached the Spinoff Transaction with the aim of
creating two “winners” and with the input and review of professional advisors, rating agencies,

and sophisticated lenders.

38. The details of the Spinoff Transaction were finalized between June and November 2021,
including the division of assets and liabilities between ADS and LVI. Three considerations were

paramount to ADS when evaluating how to divide its assets and liabilities between the two entities:
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(a) Post-separation, would both companies be in compliance with their debt covenants

and able to service their respective debt obligations?

(b) How much liquidity did each company need to operate and continue to be
financially strong, and which company had the greater opportunity to see higher

returns from investment of available resources?

(c) Were the terms of the separation, financial position, and business plan satisfactory
to the new creditors of LVI who would be financing its evolution to and future

operations as an independent company?

Each of these considerations was critical to how ADS approached the Spinoff Transaction, and |

will address each in turn.

Servicing of Debt Obligations

39. In 2021, ADS had approximately US$2.8 billion in long-term debt, comprised of US$1.45
billion in term loans and US$1.35 billion in senior notes. ADS’s term loans had been entered into
under a credit agreement dated June 14, 2017 (the “ADS Credit Agreement”) that had replaced
an earlier credit agreement entered into in 2013. The 2013 credit agreement had, in part, financed
the acquisition of BrandLoyalty. Pursuant to the ADS Credit Agreement, ADS had to comply with
certain financial covenants on an ongoing basis including not exceeding specified total leverage
ratios (i.e., the ratio of consolidated debt to consolidated operating EBITDA (earnings before

interest, tax, depreciation, and amortization)).

40. In 2020, the loyalty rewards businesses accounted for approximately 24% of ADS’s
adjusted EBITDA. If the loyalty rewards businesses were spun-out but ADS retained 100% of the
long-term debt under the ADS Credit Agreement, the company would be in violation of its debt

covenants. Accordingly, ADS’s debt needed to be distributed between ADS and LVI along with



DocuSign Envelope ID: 20B23214-223F-4CFC-8446-25631B0E6401

26

14
the distribution of the assets. The best way to achieve this distribution of debt was for LVI to enter
into its own credit agreement and transfer the received funds to ADS. ADS would then use the
proceeds to pay down its debt under the ADS Credit Agreement resulting, in effect, in a transfer

of a portion of the total company debt to LVI.

41. Accordingly, in July 2021, ADS and its lenders amended the ADS Credit Agreement to
permit ADS to divest its loyalty rewards businesses so long as the net cash proceeds were used
to pay down debt under the ADS Credit Agreement. Ten of ADS’s lenders subsequently became
joint lead arrangers for LVI's credit facility (indicating their continued confidence in the loyalty
rewards businesses) and in these cases the ultimate outcome of the Spinoff Transaction was that
a portion of the debt formerly owed to the lenders by ADS was now owed by LVI (and guaranteed
by LoyaltyOne and BrandLoyalty). The lenders received miscellaneous fees in connection with
the origination of the LVI debt issuance and paydown of the ADS loan. The LVI Team was
instrumental in formulating the structure of the spin, including the manner in which debt would be

distributed between ADS and LVI, and managed the marketing of LVI's debt and lender relations.

42. As ADS was retaining a 19% interest in LVI, it was in the commercial interests of both
entities that LVI not assume debt obligations beyond what it and its subsidiary businesses were
reasonably capable of servicing. ADS retained Ernst & Young Capital Advisors, LLC (“EY”) in

August 2021 to provide advice and analysis on the appropriate debt load of LVI.

43. In completing its analysis, EY was given full access to all relevant financial documents
and to members of the LVI Team. EY analysts also worked closely with ADS’s CFO, Mr.
Beberman, and others on the ADS team. On ADS’s instruction, EY’s objective was to ensure that
ADS shareholders had two “winners” (ADS and LVI) at the completion of the spin transaction. EY

prepared a slide deck of its findings and presented it to ADS’s audit committee, the LVI Team,
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and other ADS executives, me included, on August 30, 2021 (the “EY Analysis”). Attached as

Exhibit “D” is a copy of the EY Analysis.

44, The EY Analysis concluded that a debt load in the range of US$650 to US$700 million
(plus a cash dividend of US$100 to US$125 million, for a total distribution of US$750 million to
US$825 million) was appropriate for LVI and would allow LVI to maintain the strength and flexibility
needed to run its business and obtain at least a B1/B+ rating with credit agencies. EY reached
this conclusion after considering not only the expected earnings of LVI but was also after stress
testing its conclusion through a downside scenario that considered the effect of a significant

decline in LVI (and LoyaltyOne) revenue.

45. EY’s downside scenario simulated a 20% decline in LVI's adjusted EBITDA in 2022
followed by a further 10% decline in 2023. Such a significant drop in earnings was viewed as only
a remote possibility. Since 2010, the 2020 year was the only one in which ADS’s loyalty rewards
businesses had reported adjusted EBITDA losses of 20% or greater (-24%), when the COVID-19
pandemic severely affected air travel and the loyalty rewards industry. In the 10 years prior to
2021, the loyalty rewards business unit had never reported two consecutive years of EBITDA
losses of 10% or greater. Moreover, as the loyalty rewards business earnings were still down
following the economic impact of COVID-19, the forecasts for the business unit were modest
growth to pre-COVID revenue levels over an approximate three-to-four-year period. These
forecasts came from models developed by the LVI Team with significant input from the executive

teams at LoyaltyOne and BrandLoyalty.

46. Despite the remote possibility of such negative performance, ADS wanted LVI to be
reasonably prepared for an unexpected downturn and the EY Analysis concluded that even with
a significant 20% drop in revenue followed by an additional 10% the next year, LVI and

LoyaltyOne would remain free cashflow positive and able to service their debt obligations.
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47. When EY was completing its analysis, the precise terms and structure of LVI’'s debt were
unknown as the debt offering had not yet been taken to market. However, EY worked with the
advisory division of Bank of America Corporation (“Bank of America”) which was selected by the
LVI Team to serve as the administrative agent and lead arranger for the new LVI credit facility.
EY informed ADS’s audit committee and executives, including me, at the August 30" presentation
that Bank of America was in alignment with EY on the proposed debt load and cash dividend of
LVI (i.e., debt in the range of US$650 to US$700 million, plus a cash dividend of US$100 to
US$125 million). Later in September, when the terms of LVI's debt were specified, EY provided
its agreement on the proposed structure. Attached as Exhibit “E” is a copy of an email without
attachment sent by ADS’s CFO, Mr. Beberman, to members of the ADS team (me included), LVI
Team and EY team on September 24, 2021, where he confirms that EY is in agreement with Bank

of America in regard to the proposed debt structure.

48. Accordingly, based on the internal assessment of the LVI Team and ADS executives in
addition to the professional advice of EY, Bank of America, and Morgan Stanley (who served as
ADS’s financial advisor in respect of the Spinoff Transaction), ADS approached the Spinoff
Transaction with the view that LVI could comfortably service a debt obligation up to US$700

million.

49. The original versions of the transaction documents for the Spinoff Transaction
contemplated that a valuation advisory firm would deliver to ADS’s board opinions on the post-
separation solvency and capital adequacy of both ADS and LVI. Around September 2021, Ms.
Hageman raised with me whether the solvency opinions contemplated by the draft separation
agreement were necessary. Ms. Hageman informed me that the consensus of the LVI Team and
professional advisors was that as both companies would clearly be solvent following the
transaction the solvency opinions were an unnecessary cost and source of delay. Based off this

assessment, | agreed that the requirement for solvency opinions could be removed.
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Subsequently, Ms. Hageman prepared and sent an updated draft of the separation agreement to
our outside legal counsel that did not require solvency opinions. Attached as Exhibit “F” is a
copy of an email Ms. Hageman sent to me and ADS’s legal counsel on September 13, 2021 with
revisions to the draft separation agreement, without attachments. Attached as Exhibit “G” is a
copy of the redline attached to Ms. Hageman’s email which, on page 22, shows that the provision

regarding solvency opinions was removed from the agreement.

Distribution of Cash Reserves

50. A related consideration to the level of debt both companies could reasonably manage was
the amount of minimum cash reserves that the companies needed for their respective operations.
As part of its engagement, EY was also asked to provide a recommendation for the cash reserves
for LVI that would allow its subsidiary businesses to fund working capital, provide a cushion for

weaker business conditions, and make investments towards future growth.

51. The EY Analysis concluded that a minimum cash balance of US$125 million was
reasonable for LVI and, with a revolving credit facility of an additional US$125 million, would give
LVI liquidity of US$250 million. EY arrived at this conclusion after considering LVI’'s operations,
historical performance, and the financial models prepared by the LVI team. EY also compared
LVI to other similar companies. The financial projections reviewed by EY were developed by the
LVI Team working closely with the executive teams at LoyaltyOne and BrandLoyalty. EY noted
that with access to US$250 million, LVI would have substantially more liquidity on a ratio basis

than six of the seven public peers that EY identified as comparable.

52. The loyalty rewards industry is seasonal in nature owing largely to the holiday retail surge
and November is a low point for the cash reserves of the businesses. To account for this, and for
ease in financial reporting, ADS’s CFO, Mr. Beberman, recommended that the Spinoff

Transaction be structured to ensure that LVI had the minimum cash balance at year-end as
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opposed to on day one of the separation (i.e., November 5, 2021). EY assented and ADS
structured the Spinoff Transaction to ensure that LVI was comfortably over the minimum cash

balance by December 31, 2021.

53. Ultimately, LVI had over US$167 million in cash and cash equivalents on December 31,
2021 and access to a US$150 million revolving credit facility, putting it well above both EY
minimums with US$67 million more in liquidity than EY had determined was necessary. Attached
as Exhibit “H” is a copy of LVI’s 2021 annual report, which reports the company’s year-end cash

and cash equivalent balance on page F-2.

54. The loyalty rewards businesses had cash reserves in excess of what EY determined was
needed to fund working capital, provide a cushion, and make investments. After careful
consideration, ADS decided to transfer US$100 million of the excess cash from the loyalty
rewards businesses to ADS via dividend. ADS chose to transfer the excess funds because its
leadership believed that with the emerging advancements in fintech, the card services business
had the opportunity to see significant growth from capital investment. Relatedly, the failure to

meaningfully invest in the card services business risked serious financial loss.

55. While the LVI Team members were ADS employees during the arrangement of the Spinoff
Transaction, they increasingly approached the transaction with the view of what was in the best
interest of LVI (and its subsidiary businesses) and LVI only. This included not only ensuring that
LVI had the resources to maintain its operations post-separation (a shared objective between the
ADS and LVI teams) but also advocating for LVI to retain resources that would allow it to

meaningfully invest in LVI’s growth.

56. The positions raised by the LVI Team during the period leading up to the separation were
always considered by ADS management when making final determinations. With respect to LVI’s

cash position, on August 28, 2021, Mr. Chesnut (incoming CFO for LVI) raised concerns that the



DocuSign Envelope ID: 20B23214-223F-4CFC-8446-25631B0E6401

31

19
transfer of excess cash to ADS would jeopardize LVI's chances at receiving a B1/B+ rating with
the rating agencies. Mr. Beberman relayed this concern to EY who advised that the size of the
cash transfer was unlikely to affect LVI's assigned rating. As | will discuss, EY was correct in this
assessment and LVI maintained its targeted rating. Attached as Exhibit “I” is a copy of the email
exchange dated between August 29 and 30, 2021, where EY advised ADS executives (me

included) that EY did not believe that the cash transfer would impair LVI’s targeted rating.

Creditor and Rating Agency Review

57. Separating the loyalty rewards businesses from ADS via the Spinoff Transaction was
entirely dependent on securing lenders who were prepared to extend credit to LVI based on their
assessment of the creditworthiness of the LoyaltyOne and BrandLoyalty businesses. Mr. Horn
and his team engaged Bank of America in early 2021 to explore financing options. In initial
discussions, Bank of America estimated that LVI would be able to raise between US$575 million

and US$775 million in long-term debt.

58. With the assistance of Bank of America and other professional advisors, the LVI Team
began to prepare the necessary information for the debt and equity markets. The largest task was
the development of LVI’s registration statement on Form 10, which was needed to register LVI's
shares with the Securities and Exchange Commission (the “SEC”) in connection with the Spinoff
Transaction. The SEC’s Form 10 requires extensive disclosure, similar to the disclosure required
by a company going public in a traditional IPO, and as a public document would be a key reference

for any prospective lender.

59. In September and October 2021, ADS filed its Form 10 and corresponding exhibits with
the SEC. Collectively, the Form 10 and exhibits included the following information among other

things:
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(a) carved-out financial statements of LVI which showed the company’s current
balance sheet and its financial performance over the past three years. The balance
sheet filed was current to June 30, 2021 and also showed the pro forma

adjustments to account for the Spinoff Transaction;

(b)  disclosure of the pertinent risks of LVI's business, including risks related to the

separation, LVI's business strategy and operations, and LVI’s indebtedness; and

(c) substantially final forms of all the transaction documents that LVI would be entering

into as part of the separation.

60. ADS filed the carved-out financials and disclosure of risks via Exhibit 99.1 of Form 10, the
Preliminary Information Statement. Attached as Exhibit “J” is a copy of the Preliminary
Information Statement dated September 21, 2021, which the lenders to LVI had access to prior

to participating in the company’s debt issuance.

61. In addition to the Form 10 disclosure, the LVI Team prepared a lender presentation
regarding the new company and its businesses, which included key financials on the new
company such as its earnings and debt. The LVI Team provided this presentation to prospective
lenders throughout September 2021. Through coordination by Bank of America, the LVI Team
also made themselves available to answer the various questions that prospective lenders had
about the loyalty rewards businesses. In the course of this marketing campaign, the LVI Team
responded to well over a hundred questions raised by prospective lenders. Attached as Exhibit

“K” is a copy of LVI's lender presentation used in September 2021.

62. Both the Form 10 disclosure and lender presentation clearly stated that LVI would be using

all of its long-term debt financing to make payment to ADS.
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63. The LVI Team had initially planned for the entirety of LVI's US$675 million long-term debt
to be held by institutional investors and subject to a six-year term, in what is typically called a term
loan B. However, Bank of America reported weaker demand among institutional investors in its
pre-marketing calls and recommended that LVI's long-term debt be split into two different
tranches: 1) US$500 million held by institutional investors with a six-year term (“Term Loan B”);
and 2) US$175 million with a five-year term held by financial institutions (“Term Loan A”) who
would also be participating in LVI's revolving credit facility. With assistance from Bank of America,
EY, and the LVI Team, ADS determined that LVI would be able to service its obligations under

this proposed debt structure.

64. By late September, Bank of America had successfully marketed Term Loan A and a
US$150 million revolving credit facility. The financing for the revolver and Term Loan A was
provided by 13 extremely sophisticated financial institutions including Bank of America, City
National Bank, Deutsche Bank, JPMorgan Chase, Morgan Stanley, and Wells Fargo. Attached
as Exhibit “L” is a copy of an email dated October 12, 2021 from Bank of America announcing

the revolver and Term Loan A syndicate.

65. While Bank of America had initially forecasted weaker demand for the term loan B
financing, demand greatly exceeded its expectations. In total, LVI received commitments of
US$851 million from investors wanting to fund Term Loan B. As Term Loan A financing was
already underway, LVI only accepted US$500 million of these commitments and maintained the
existing debt structure. In total, 38 of the most sophisticated institutional investors participated in
Term Loan B including Bank of America, Blackstone, Fidelity Investments, Goldman Sachs, and
T. Rowe Price. Attached as Exhibit “M” is a document that was provided to ADS by Bank of
America on October 8, 2021 that summarizes the commitments of the institutional investors and

their allocated funding in Term Loan B.
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66. In deciding to lend funds to LVI, both the Term Loan A and Term Loan B lenders had
access to the credit rating reports of Standard & Poor’s (“S&P”) and Moody’s. Mr. Horn had begun
to work with S&P and Moody’s on an assessment of LVI's debt issuance in early 2021 and had
received preliminary assessments in April and May that LVI would have B+ (S&P) and B1
(Moody’s) ratings. The LVI Team provided further information to the rating agencies on an
ongoing basis and once the structure of the debt was finalized in September 2021, S&P and

Moody’s published their final assessments of LVI and its debt financing.

67. S&P’s final ratings assessment maintained a B+ rating for LVI with a stable outlook. S&P
expected EBITDA to return to pre-COVID levels but determined that LVI had a sufficient liquidity
cushion in the case of a 15% drop in EBITDA. Likewise, Moody’s maintained its B1 rating in its
final credit assessment, noting the company’s very good liquidity that would provide the funds to
service its debt obligations. Attached as Exhibits “N” and “O” respectively are copies of S&P’s
research update of LVI dated September 28, 2021 and Moody’s credit opinion for LVI dated

September 29, 2021.

68. In short, ADS provided extensive disclosure to prospective lenders and structured the
Spinoff Transaction and the debt load of LVI based on what lenders were comfortable financing
and in order to maintain a B+/B1 rating with the ratings agencies. All of the disclosure to the
lenders in respect of LVI during the lead-up to the Spinoff Transaction was managed by the LVI
Team. The over-subscribed interest in financing LVI's debt indicated to ADS that the market
viewed the outlook of LVI as stable and provided further confidence in the outcome of the Spinoff

Transaction.

M. The Spinoff Transaction and the Division of Tax Items

69. In this section, | explain the mechanics of the Spinoff Transaction and describe the Tax

Matters Agreement as a key transaction document. The Tax Matters Agreement reflected a
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balanced approach to the division of tax assets and liabilities between ADS and LVI, allocating

both financial risk and reward to ADS.

The Separation

70. On October 13, 2021, the board of directors of ADS approved the Spinoff Transaction.

Attached as Exhibit “P” is a copy of the resolution approved by ADS’s board of directors on

October 13, 2021, with exhibit omitted. The Spinoff Transaction proceeded as follows:

(@)

(b)

(c)

(d)

On June 21, 2021, LVI was incorporated in Delaware as an indirect subsidiary of

ADS. | was appointed its sole director.

In late October, ADS caused corporate entities that were to be separated as part
of the Spinoff Transaction to issue dividends totalling US$100 million. As part of
this process, LoyaltyOne issued a US$68 million dividend, which was ultimately
received by ADS. Attached as Exhibit “Q” is a copy of this resolution dated

October 20, 2021, executed by me as sole director of LoyaltyOne.

On November 3, 2021, ADS and LVI entered into a separation and distribution
agreement (the “Separation and Distribution Agreement”). Attached as Exhibit
“R” is an executed copy of the Separation and Distribution Agreement, without

schedules, exhibits, and annex.

Also, on November 3, 2021, LVI entered into a credit agreement with the Term
Loan A lenders and Bank of America acting as administrative agent for the lenders
of Term Loan B (the “LVI Credit Agreement”). LoyaltyOne and BrandLoyalty
served as guarantors of LVI's debt. Pursuant to the LVI Credit Agreement, LVI
received the funds of Term Loan A and Term Loan B as well as access to the

revolving credit facility. The LVI Credit Agreement specified that LVI was to use
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24

Term Loan A and Term Loan B to pay down ADS’s indebtedness under the ADS
Credit Agreement and pay related professional fees and expenses. Attached as
Exhibit “S” is the copy of the LVI Credit Agreement filed with the SEC by LVI on

November 4, 2021.

Also on or about November 3, 2021, and pursuant to the Separation and
Distribution Agreement, a U.S. subsidiary of ADS transferred the shares of a
Luxembourg corporation that held an indirect 100% interest in LoyaltyOne and
BrandLoyalty to LVI in exchange for US$650 million (i.e., the term loans less
US$25 million in lender fees and original issue discounts). The funds received by

the ADS subsidiary were subsequently distributed to ADS.

On November 5, 2021, ADS distributed 81% of the shares of LVI pro rata based
on the outstanding shares of ADS common stock as of October 27, 2021, with ADS
retaining the remaining 19% of the outstanding shares of LVI. ADS shareholders
that did not sell their rights to receive LVI stock received one share of LVI common

stock for every 2.5 shares of ADS common stock.

Also on November 5, 2021, parties to the Spinoff Transaction entered into four
agreements ancillary to the Separation and Distribution Agreement, including the
Tax Matters Agreement. Attached as Exhibit “T” is an executed copy of the of the

Tax Matters Agreement.

On or about November 8, 2021, ADS applied 100% of the US$750 million it
received from the dividend and LVI payment to pay down the term loans under the
ADS Credit Agreement, lowering its long-term debt from approximately US$2.8

billion to US$2.05 billion.
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71. The Spinoff Transaction qualified as a tax-free reorganization and a tax-free distribution

to ADS and its stockholders for United States federal income tax purposes.

72. As LVI remained a 100% subsidiary of ADS up until the point of the separation, the Spinoff
Transaction documents were reviewed and approved by ADS’s board. | was LVI's sole director
until | resigned on November 4, 2021 when oversight transferred to a five-member board of
directors who had been selected by the LVI Team. As part of the separation, | likewise resigned
as director of LoyaltyOne and was replaced by Ms. Hageman, who had just become General

Counsel for LVI.

73. The Tax Matters Agreement specified that it was being entered into not just by ADS and
LVI but also by members of the ADS Group (as defined therein) and Loyalty Ventures Group (as
defined therein and inclusive of LoyaltyOne). Mr. Beberman and Mr. Fair signed on behalf of ADS
and members of the ADS Group and Mr. Fair signed for LVI and members of the Loyalty Ventures
Group. As Mr. Fair was the Senior Vice President, Tax at both ADS and LVI and had been the
executive who oversaw the structuring of the Tax Matters Agreement, he was the logical

representative of both parties.

74. As mentioned above, through the LVI Credit Agreement, both LoyaltyOne and
BrandLoyalty issued guarantees of LVI's debt. As LVI was, in effect, a holding company for the
two loyalty reward businesses, guarantees from its subsidiaries were functionally required for LVI
to obtain access to credit. As both loyalty reward businesses were 100% subsidiaries of LVI, the

guarantees were for the entire amount of debt on a joint and several basis.

The Tax Matters Agreement

75. The Tax Matters Agreement sets out the agreed-upon tax-related terms of the separation

and includes, among other things: (a) the allocation of taxes among and between the parties; (b)
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the filing of tax returns; (c) the apportionment of earnings and profits and tax attributes; (d) the

utilization of tax attributes; (e) deductions and reporting for certain awards; and (f) tax refunds.

76. In the course of developing the Tax Matters Agreement, the parties determined that ADS
would retain responsibility for all pre-separation tax payables and tax reserves, and would
correspondingly be entitled to receive all pre-separation tax receivables when realized. In other
words, LVI and the Loyalty Ventures Group would be starting with a blank slate from a tax
perspective and ADS would be left with both the liabilities and benefits of the past. ADS
determined that this was a fair, middle-of-the-road approach that avoided leaving either of the

companies with all of the tax liabilities and none of the tax assets.

77. Furthermore, as | will discuss, the substantial majority of the loyalty rewards businesses’
tax receivable assets were contingent on success in tax litigation and years away from possible
realization. They provided no benefit to the ongoing operation of the businesses. Because there
was no certain or immediate benefit, EY advised ADS that LVI was unlikely to receive better debt
terms if LoyaltyOne retained the right to contingent tax receivables. Attached as Exhibit “U” is a
copy of an email from Mr. Beberman to me and other ADS executives dated September 1, 2021
that forwards the advice provided by EY in respect of the lack of consequences of the Tax Matters

Agreement on the debt raise.

78. The division of tax items between ADS and LVI was public information prior to the
completion of the Spinoff Transaction and reviewable by all prospective lenders or other
interested parties. A substantially final form of the Tax Matters Agreement was filed with the SEC
on September 24, 2021 as part of the Form 10 disclosure. Additionally, the financial statements
of LVI that were filed as part of the Form 10 disclosure properly accounted for the division. A note
in the financial statements explained the consequences of the Tax Matters Agreement and the

adjustments made to LVI’s balance sheet to reflect ADS’s rights and obligations.
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79. The terms of the LVI Credit Agreement were likewise consistent with the allocation of tax
refunds as the definition of “Excluded Property” confirmed that the tax refunds received by LVI for

ADS would not form part of the lending syndicate’s security:

“Excluded Property” means, with respect to any Loan Party, ... (k) tax refund proceeds

subject to rights of ADS under the Form 10 Transaction Documents...

Form 10 Transaction Documents is defined in the LVI Credit Agreement to include the Tax Matters
Agreement. Moreover, failure to enter into the Tax Matters Agreement and complete other Form
10 Transactions (as defined in the LVI Credit Agreement) constituted a condition precedent and
an event of default which could give rise to the termination of the lending syndicate’s obligations.
Therefore, all of the lenders that now stand to benefit from the motion to disclaim and/or invalidate
the Tax Matters Agreement, (i) knew that the Tax Refund belonged to ADS (not LVI), (ii) knew
that they would not be able to recover from the proceeds of the Tax Refund to repay their loans,
and (iii) in fact required the loyalty rewards businesses to allocate its tax assets and liabilities in

accordance with the Tax Matters Agreement.

80. Following the Spinoff Transaction, ADS, LVI, LoyaltyOne and other LVI subsidiaries
operated in compliance with the Tax Matters Agreement. LoyaltyOne and BrandLoyalty have
been reimbursed by ADS for pre-separation tax obligations and ADS has received tax refunds
and other receivables from LoyaltyOne and BrandLoyalty that arose from the pre-separation

period.

The Tax Refund and Tax Liability

81. The most significant pre-separation tax receivable of the Loyalty Ventures Group arose
from a reassessment conducted by the Canada Revenue Agency (the “CRA”) of LoyaltyOne’s

2013 corporate tax return. The costs of administering reward miles issued through the AIR MILES
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program stretch beyond the taxation year in which the revenue is received as it is common for
customers not to redeem their reward miles for several years. Accordingly, LoyaltyOne had taken

a reserve in 2013 to account for the future costs of administering the AIR MILES program.

82. In 2015, the CRA began an audit of LoyaltyOne’s 2013 corporate income tax return, which
lasted for nearly five years. On December 10, 2019, the CRA issued a Notice of Reassessment
disallowing the reserve. The Notice of Reassessment directly impacted the federal income taxes
LoyaltyOne owed to the CRA for the 2013 year. It also impacted provincial taxes LoyaltyOne owed
in 2013 as provinces either rely on the CRA’s assessment or conduct an independent assessment
consistent with that of the CRA. Finally, the Notice of Reassessment impacted how the CRA and
provincial tax authorities assessed LoyaltyOne’s taxes in the years following 2013. At the time of
the Spinoff Transaction, ADS estimated that the Notice of Reassessment resulted in LoyaltyOne

being exposed to an additional CA$126 million in federal and provincial taxes and interest.

83. LoyaltyOne objected to the CRA’s reassessment and on July 3, 2020, filed a Notice of
Appeal with the Tax Court of Canada (the “Tax Appeal’). As the taxes owing from the
reassessment were in controversy, LoyaltyOne was only required to pay a portion of the
reassessed amount until a final judgment was reached in the Tax Appeal. At the time of the Spinoff
Transaction, LoyaltyOne had paid approximately CA$96 million to both federal and provincial tax

authorities that will be refunded if the Tax Appeal is successful (the “Tax Refund”).

84. Itis ADS’s understanding that if LoyaltyOne is unsuccessful in the Tax Appeal, then further
tax liabilities could be imposed on the company, potentially in excess of CA$30 million dollars in
taxes (the “Tax Liability”), being the difference between LoyaltyOne’s total pre-separation

exposure from the reassessment and the Tax Refund.

85. Pursuant to the Tax Matters Agreement, ADS is entitled to the Tax Refund if LoyaltyOne

is successful in the Tax Appeal and assumed indemnity obligations with respect of the Tax Liability
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if LoyaltyOne is unsuccessful in the Tax Appeal. This outcome is consistent with the objective of

providing LVI with a blank slate from a tax perspective.

86. In late December 2022, Ms. Hageman sent me an email requesting LVI be indemnified for
expenses incurred in litigating the Tax Appeal, which remained ongoing. | responded on January
2, 2023 requesting further information and documents in connection with the indemnification
request. Ms. Hageman subsequently provided this information. | never heard further from Ms.
Hageman about this request, and Bread remained in the process of reviewing the request and

supporting documentation when LVI and LoyaltyOne filed for creditor protection on March 10,

2023.
Iv. Post-Separation Events
87. In this section, | describe the relevant events that occurred following the Spinoff

Transaction. While there was initial optimism regarding the performance of LVI and LoyaltyOne,
a confluence of factors led LVI and its subsidiaries to file for creditor protection in March 2023.
Bread suffered material losses from the insolvencies of LVI and LoyaltyOne and will suffer further

losses if the Tax Matters Agreement is disclaimed or is otherwise not enforced.

LVI Team’s Confidence in LVI Post-Separation

88. The LVI Team was confident in LVI’s long-term forecast in the months following the Spinoff
Transaction. Mr. Horn, for instance, purchased over US$400,000 in LVI shares in the month
following the Spinoff Transaction. Likewise, Mr. Ballou, chair of LVI's board and long-time director
at ADS, purchased around US$100,000 worth of LVI shares on November 11, 2021. Attached as
Exhibit “V” are five trading reports that disclose Mr. Horn’s purchase of LVI shares between
November 9, 2021 and November 29, 2021 and attached as Exhibit “W” is the November 11,

2021 trading report of Mr. Ballou.
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89. Approximately three months after the Spinoff Transaction was completed, LVI announced
an increase of US$40 to US$50 million towards LVI's strategic investments and capital
expenditures for the 2022 year. As a main objective of the separation was to allow the respective
executive teams to invest in their business without needing to prioritize between different business
units, ADS was heartened by the announcement. LVI's decision to make additional strategic
investments in 2022 indicated to me that its leadership had developed a corporate strategy and
had the free cash flow to execute on it. Attached as Exhibit “X” is a copy of LVI's investor

presentation filed on February 3, 2022, which discusses LVI's strategic investments at slide 10.

Insolvency of LVI and LoyaltyOne

90. As ADS retained an interest in LVI post-separation, | and other ADS executives kept tabs
on its performance through LVI's public filings. | am aware that a confluence of subsequent, post-
Spinoff Transaction events led to a loss of cashflow and increased expenditures at LVI. These
events included the Russia-Ukraine conflict, new and unanticipated COVID variants, the loss of
a key AIR MILES Program sponsor, inflationary and exchange rate pressures, and higher interest
rates. Prior to the Spinoff Transaction, ADS had warned in its regular periodic filings of the risks
that events and developments of these kinds could have on the loyalty rewards businesses. All
of these potential risks were also identified in the Form 10 disclosure and many were discussed

with prospective lenders during the marketing of LVI’s debt.

91. ADS and the LVI Team identified and disclosed these risks but at the time of separation
determined that there was only a remote possibility that they would materialize to a degree that
would cause LVI to become insolvent. Notably, despite ADS and the LVI Team identifying and
disclosing that LVI's global operations could be impacted by war or other military actions, ADS
executives and the LVI Team did not foresee Russia’s invasion of Ukraine in early 2022.

Approximately 8% of BrandLoyalty’s revenue came from Russia in 2021, and LVI’s decision to
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wind down its Russian operations and contracts in February 2022 had a material impact on the
company’s revenue and forecast, which were also negatively affected by the conflict’s effect on
inflation and exchange rates. Likewise, ADS had regularly disclosed that a loss of a key Program
Sponsor was a risk to LoyaltyOne’s future earnings and financial condition, but at the time of the
separation, its board and executives and the LVI Team reasonably believed that any contractual
or relationship issues with Program Sponsors at the time could be renegotiated in the ordinary

course.

92. On March 10, 2023, LVI and three affiliated entities commenced proceedings by filing
voluntary petitions for relief under Chapter 11 of Title 11 of the United States Code (“Chapter 11”)
in the United States Bankruptcy Court for the Southern District of Texas. Also on March 10, 2023,
LoyaltyOne was granted protection under the CCAA pursuant to an initial order of the Ontario

Superior Court of Justice (Commercial List).

93. On July 14, 2023, Bread received a Notice of Disclaimer from LoyaltyOne seeking to
disclaim a transition services agreement entered into on November 5, 2021 as one of the ancillary
agreements to the Spinoff Transaction. Attached as Exhibit “Y” is a copy of the Notice of

Disclaimer received by Bread on July 14, 2023.

94. On July 27, 2023, Bread responded to the Notice of Disclaimer through its Canadian
counsel. Bread stated that it disagreed with LoyaltyOne’s ability to disclaim all or a portion of the
transition services agreement, However, given that the agreement’s obligations had expired or
been rendered inoperative through the sale of the AIR MILES business, Bread did not oppose the
disclaimer. Bread emphasized that the fact it was not opposing the disclaimer was without
prejudice to Bread’s ability to assert its rights with respect to any other agreements entered into
in connection with the Spinoff Transaction. Attached as Exhibit “Z” is a copy of Bread’s response

to the Notice of Disclaimer dated July 27, 2023
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95. On October 18, 2023, LoyaltyOne filed a Statement of Claim in the Ontario Superior Court
of Justice against Bread and me (as a former director of LoyaltyOne) seeking damages in the
amount of US$775 million on the basis that the Spinoff Transaction was structured as a value-
stripping scheme to the detriment of LoyaltyOne. | have been advised by Bread’'s Canadian
counsel, Maria Konyukhova of Stikeman Elliott LLP, that Stikeman Elliott LLP offered to accept
service of the Statement of Claim on behalf of Bread but that LoyaltyOne has not served the claim.
Attached as Exhibit “AA” is a copy of the Statement of Claim filed by LoyaltyOne on October 18,

2023.

96. On October 27, 2023, LoyaltyOne delivered a Notice of Disclaimer to LVI and Bread
seeking to disclaim the Tax Matters Agreement. Attached as Exhibit “BB” is a copy of the Notice
of Disclaimer in respect of the Tax Matters Agreement. Bread objected to the disclaimer of the
Tax Matters Agreement and filed a Notice of Motion on November 13, 2023 to have the matter

judicially determined.

97. The bankruptcy cases of LVI remain open in the United States. On April 27, 2023, the
Chapter 11 plan of LVI and certain of its affiliates (the “Plan”) was confirmed. As of June 2, 2023
the Plan specifically vested all causes of action preserved thereunder in a liquidating trust,
including all causes of action related to the Spinoff Transaction and any causes of action against
ADS, ADS-related parties and me. The Plan provides that LVI, though the liquidating trust, intends
to have a liquidating trustee pursue any such causes of action in accordance with the terms of
the Plan and the liquidating trust agreement. In connection with the liquidating trustee’s ongoing
investigation of these claims, ADS voluntarily agreed to provide the liquidating trustee with pre-
litigation discovery in connection with the U.S. bankruptcy proceedings. Pre-litigation discovery

completed in December 2023.
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Hardship Arising from Insolvency of LVI and LoyaltyOne

98. Bread has suffered loss and hardship arising from the insolvency of LVI and LoyaltyOne.
Bread never sold its 19% stake in LVI and had intended to use its retained interest as a source of
income through a sale of that stake in public markets. As a result of the insolvency, Bread lost the
entire value of its retained asset. As an aside, | too never sold my shares of LVI and suffered

personal loss from the insolvencies of LVI and LoyaltyOne.

99. Additionally, post-separation, Bread remained the guarantor of LoyaltyOne’s lease of
corporate offices in Toronto. As part of the CCAA process, LoyaltyOne disclaimed the lease and
the landlord subsequently demanded that Bread fulfill its obligations as guarantor. Bread
honoured its contractual obligations and entered into a direct lease with the landlord (although
Bread has no operations in Canada or use for commercial office space). Bread has spent
considerable time and expense seeking to mitigate its losses through sub-lease arrangements for
the leased space, but will continue to be ultimately liable for approximately CA$13 million a year

in rent until the lease expires in 2033.

100. The disclaimer or resiliation of the Tax Matters Agreement will result in further financial
hardship to Bread. Bread divested the loyalty rewards businesses (and lost a substantial portion
of its revenue) on the basis that the transaction would be effected as set out in the transaction

documents, including the Tax Matters Agreement.
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Alliance Data to Scale-Up Loyalty
Presence in Europe and Asia via
Acquiring a Majority Stake in
European-based BrandLoyalty

NEWS PROVIDED BY
Alliance Data Systems Corporation —
05 Nov, 2013, 04:01 ET

DALLAS, Nov. 5, 2013 /PRNewswire/ -- Alliance Data Systems Corporation (NYSE: ADS), a leading
provider of loyalty and marketing solutions derived from transaction-rich data, today
announced that it has reached an agreement, subject to customary closing conditions, for its
LoyaltyOne business to take a 60% ownership stake in Netherlands-based BrandLoyalty.
Headquartered near Amsterdam in's-Hertogenbosch, BrandLoyalty is one of the largest and

most successful data-driven loyalty marketers outside of the Americas.

(Logo: http://photos.prnewswire.com/prnh/20051024/ADSLOGO )

About BrandLoyalty: Founded in 1995, privately-held BrandLoyalty has grown from a small

presence in loyalty marketing to a firm with 400 associates in 14 offices generating more than
US$S400 million in annual revenues. Its traditional core loyalty offerings were further expanded
into the digital space through its 2012 acquisition of Ice Mobile, a leading mobile applications
player. BrandLoyalty generates more than half of its sales from Germany, France and Italy in

Europe, as well as key markets in Asia. Additional new markets are being developed, including

3



Russia aﬁg China. Alliance Data believes that BrandLoyalty's organic growth rates of 8% top
line and 10% EBITDA are sustainable for the long-term and consistent with Alliance Data's

model.

Product Offering: BrandLoyalty is a leader in transactional and emotional loyalty creating

immediate changes in consumer behavior through promotional campaign-driven loyalty
programs. These programs are offered through leading grocers across Europe and Asia, and

more than 2,000 individual programs have been executed since its founding.

For each program, the first step requires an understanding of the spending trends around the
client's trade area. BrandLoyalty begins by identifying spend patterns among local market
consumers by using demographic information that it obtains from leading data firms. The
market data is then combined with the grocer's data to establish a current market share
benchmark for the grocer and to identify specific target segments within the grocer's customer

base most likely to respond.

A tailored promotional loyalty program is then created, designed to reward key customer
segments based on their spending levels during a 12-20 week campaign period. Each visit will
result in a real-time award in some form of currency, such as points, which are collected and
then redeemed for highly attractive merchandise that customers pick up from each store. Also,
when consumers enroll in the program, a mobile app can be downloaded with which
consumers can collect the points digitally. The app saves a consumer's points balance and
tracks the consumer's interaction with the program. This 1to 1 communication channel allows
for personal messaging that drives engagement and encourages further consumer spend.
During the promotional period, refinements to the program can be made based on behavioral

data from BrandLoyalty's 2,000+ previous programs.

The finite life of the program enables ROI results to be measured immediately, such as which
household segments increased spend to meet the reward threshold for merchandise
redemption. Following the completion of each program, BrandLoyalty analyzes spending data

to determine the grocer's lift in market share and the program's ROI.

BrandLoyalty's Strategic Fit Supports:




1. Aligl@ment with Alliance Data's business model to use data and marketing to create,
implement and measure loyalty programs across both traditional as well as digital
channels;

2. Geographic expansion. BrandLoyalty will be housed within the LoyaltyOne business
segment. A global thought leader in loyalty marketing, LoyaltyOne owns and operates the
Canadian coalition loyalty program, the AIR MILES® Reward Program, and owns an
approximately 37% stake in the Brazilian coalition loyalty program, dotz. With this
acquisition, LoyaltyOne expands its footprint beyond the Americas into Europe and Asia;

3. Product expansion. While most of Alliance Data's products have focused on a longer-term
approach to creating customer loyalty, BrandLoyalty's suite of products focuses on
shorter-term promotional loyalty programs. These products generate immediate
customer engagement and lift in market share over a specific time frame. When added
to Alliance Data's existing base of products, clients will have even more options across the
enterprise from which to choose;

4. Compelling financial benefits. The acquisition fits with Alliance Data's growth model of
high single-digit organic topline along with about 10% annual growth in EBITDA.
Additionally, valuation was reasonable at 10x LTM EBITDA, which allows the deal to be

immediately accretive on a core EPS basis.

Structure: The terms of the transaction provide for a 60% majority ownership stake for Alliance
Data upfront as well as a pathway toward 1009% ownership. As importantly, the structure "de-
risks" Alliance Data's investment, while providing a very strong incentive for BrandLoyalty's

current owners and management to continue to achieve significant growth goals.

Alliance Data will acquire 60% of BrandLoyalty for approximately US$360 million (cash plus
assumed debt), and the amount can be increased via an earn-out payment based upon 2014
actual results. This "top-off" payment is a one-time event related exclusively to the initial 60%
ownership stake. Alliance Data also has the ability to acquire the remaining 40% ownership
stake over a four-year period, 10% per year, based upon a predetermined valuation multiple. If
specified annual earnings targets are met, Alliance Data is required to take the additional 10%
ownership for the year achieved. Overall, the structure enables Alliance Data to secure an
attractive asset at a reasonable valuation and moderate risk levels, while also providing
BrandLoyalty's current management (owners) the ability to realize significant upside as they

grow BrandLoyalty's business.

3



Commeg@ry_:

Bryan Pearson, president of LoyaltyOne, stated "This transaction provides LoyaltyOne a
significant opportunity to expand its footprint beyond the Americas and into the European and
Asian markets. Additionally, BrandLoyalty's market leadership and broad depth of campaign-
driven promotional loyalty programs for leading European and Asian grocery retailers aligns

nicely with LoyaltyOne's focused strategy to create lasting consumer engagement."

Robert van der Wallen, founder and chief executive officer of BrandLoyalty, noted, "Our track
record speaks volumes about the loyalty opportunity across the globe. Having access to the
analytic, marketing and digital platforms at Alliance Data will allow us to compete even more
effectively in both our core European markets as well as new markets. My team and | are

believers in our approach and our ability to deliver strong, sustainable growth."

Ed Heffernan, president and chief executive officer of Alliance Data, commented, "BrandLoyalty
is a strong strategic fit and good management fit, and it offers a reasonable valuation.
Additionally, it will both expand our global footprint and product offerings, while providing

incremental earnings to benefit shareholders."

About Alliance Data

Alliance Data® (NYSE: ADS) and its combined businesses is North America's largest and most
comprehensive provider of transaction-based, data-driven marketing and loyalty solutions
serving large, consumer-based industries. The Company creates and deploys customized
solutions, enhancing the critical customer marketing experience; the result is measurably
changing consumer behavior while driving business growth and profitability for some of
today's most recognizable brands. Alliance Data helps its clients create and increase customer
loyalty through solutions that engage millions of customers each day across multiple touch
points using traditional, digital, mobile and other emerging technologies. Headquartered in
Dallas, Alliance Data and its three businesses employ approximately 11,000 associates at more

than 70 locations worldwide.

Alliance Data consists of three businesses: Alliance Data Retail Services, a leading provider of

marketing-driven credit solutions; Epsilon®, a leading provider of multichannel, data-driven

3

technologies and marketing services; and LoyaltyOne®, which owns and operates the AIR



MILES® giward Program, Canada's premier coalition loyalty program. For more information
about the company, visit our website, www.alliancedata.com, or follow us on Twitter via

@AllianceData.

About LoyaltyOne

LoyaltyOne is a global leader in the design and implementation of coalition loyalty programs,
customer analytics and loyalty services for Fortune 1000 clients around the world. LoyaltyOne's
unparalleled track record delivering sustained business performance improvement for clients
stems from its unique combination of hands-on practitioner experience and continuous
thought leadership. LoyaltyOne has over 20 years history leveraging data-driven insights to
develop and operate some of the world's most effective loyalty programs and customer-centric
solutions. These include the AIR MILES Reward Program, North America's premier coalition
loyalty program and a working partnership with Latin America's leading coalition program,
dotz. LoyaltyOne is also the owner of COLLOQUY, a group dedicated to research, publishing and
education for the global loyalty industry.

LoyaltyOne is an Alliance Data company. For more information, visit www.loyalty.com.

Alliance Data's Safe Harbor Statement/Forward Looking Statements

This release may 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. Such statements may use words such as "anticipate,” "believe," "continue, " "could,"

intend,

"estimate," "expect, may, " "predict,” "project," "would," and similar expressions as they
relate to us or our management. When we make forward-looking statements, we are basing
them on our management's beliefs and assumptions, using information currently available to
us. Although we believe that the expectations reflected in the forward-looking statements are
reasonable, these forward-looking statements are subject to risks, uncertainties and
assumptions, including those discussed in our filings with the Securities and Exchange

Commission.

If one or more of these or other risks or uncertainties materialize, or if our underlying
assumptions prove to be incorrect, actual results may vary materially from what we projected.
Any forward-looking statements contained in this presentation reflect our current views with

respect to future events and are subject to these and other risks, uncertainties and assumpti®hs



relating £ our operations, results of operations, growth strategy and liquidity. We have no
intention, and disclaim any obligation, to update or revise any forward-looking statements,

whether as a result of new information, future results or otherwise, except as required by law.

"Safe Harbor" Statement under the Private Securities Litigation Reform Act of 1995: Statements
in this presentation regarding Alliance Data Systems Corporation's business which are not
historical facts are "forward-looking statements" that involve risks and uncertainties. For a
discussion of such risks and uncertainties, which could cause actual results to differ from those
contained in the forward-looking statements, see "Risk Factors" in the Company's Annual
Report on Form 10-K for the most recently ended fiscal year. Risk factors may be updated in
Item 1A in each of the Company's Quarterly Reports on Form 10-Q for each quarterly period

subsequent to the Company's most recent Form 10-K.

Contact:

Tiffany Louder - Analysts/Investors
Alliance Data

214-494-3048

tiffany.louder@alliancedata.com

Julie Prozeller - Analysts/Investors
FTI Consulting
212-850-5721

alliancedata@fticonsulting.com

Shelley Whiddon - Media
Alliance Data
214.494.3811

Shelley.whiddon@alliancedata.com

Jennifer Allen - Media
LoyaltyOne
416-552-2275

jallen@loyalty.com
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Angus: Next steps

-) have been moved into the second round

* Transaction agreements will be posted to the data
room on November 16t

* Management presentations will be held during the
weeks of November 16t and 23

* The final bid date will be on or during the week of
December 14t allowing for 4-5 weeks of second
round diligence

* Targeting signing and announcement during the
week of December 215t
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Alliance Data to Separate Card
Services and Loyalty Businesses

- The Company concludes comprehensive review of strategic alternatives;
announces plan for tax-free spinoff of LoyaltyOne® segment with
separation expected by year-end 2021

- Transaction expected to strengthen Alliance Data's balance sheet and
improve key ratios

- Separation consistent with Alliance Data's strategic focus as a leading
payment and lending solutions business

- Planned spinoff expected to unlock growth potential for LoyaltyOne
segment as a standalone data-driven, tech-enabled global loyalty
solutions provider

NEWS PROVIDED BY
Alliance Data Systems Corporation —
12 May, 2021, 07:30 ET

COLUMBUS, Ohio, May 12, 2021 /PRNewswire/ -- Alliance Data Systems Corporation (NYSE: ADS),

a leading provider of data-driven marketing, loyalty and payment solutions, today announced
its intention to spin off its LoyaltyOne segment, comprising its Canadian AIR MILES® Reward
Program and Netherlands-based BrandLoyalty business. The spinoff is expected to be tax-free,
resulting in two independent, U.S.-based, publicly traded companies, Alliance Data and
"Spinco," positioned to pursue their respective unique growth opportunities and build long-
term value. Immediately following the transaction, Alliance Data stockholders will own shares
of both companies, with Alliance Data retaining a minority stake in Spinco. At the time of the
spinoff, Spinco expects to complete a debt financing and dividend the net proceeds to Alliance
Data. Alliance Data will use all of the net proceeds to retire a portion of its corporate debt.

Alliance Data expects the spinoff to be completed by the end of the year.



"AIIianceBQata is committed to continuing our strategic transformation to deliver long-term,
sustainable value for our stockholders as well as our associates, partners, customers and other
stakeholders. Our plan to spin off our LoyaltyOne segment is a logical next step in our
transformation journey and will position both entities for future growth," said Ralph Andretta,
president and CEO of Alliance Data. "We are confident that this transaction, once completed,
will provide distinct benefits to each company, enhancing the businesses' ability to execute

against their respective strategic priorities."

Alliance Data: Card Services Segment

Alliance Data continues to execute successfully on its multi-year transformation strategy to
streamline its operations, while strategically investing in the Card Services business and
leadership talent, as well as outsourcing its core processing platform to drive greater scale,
efficiencies and flexibility to add more payment products and capabilities. The business offers a
robust suite of digital-first payment solutions, including private label, co-brand, general
purpose and business credit card programs, digital payments, including Bread® buy now, pay
later and installment products, and Comenity-branded financial services. Card Services
continues to maintain its disciplined approach to risk and operational management as it

broadens its product suite to offer more direct-to-consumer options.

Key standalone Card Services segment metrics for the year ended December 31, 2020 include:

$3.8 billion in revenue

$24.7 billion in credit sales

$16.4 billion in average credit card and loan receivables

Over 6,450 associates

Alliance Data Card Services, including Bread, has 630+ merchant partners

Spinco: LoyaltyOne Segment

Upon completion of the spinoff, Charles Horn, currently executive vice president and senior
advisor, Alliance Data, will be named chief executive officer of Spinco. Blair Cameron and

Claudia Mennen will continue to lead AIR MILES and BrandLoyalty, respectively. The remainder



of the S@'Tco leadership team and board of directors will be announced over the next several

Mmonths.

As a standalone company, https://www.loyalty.com/Spinco will own and operate the AIR
MILES Reward Program, Canada's most recognized loyalty program, and Netherlands-
based BrandLoyalty, a global provider of tailor-made campaign-based loyalty solutions for high

frequency retailers.

The AIR MILES Reward Program provides its clients, called Sponsors, with a full-service coalition
loyalty platform designed to deliver actionable insights and drive business outcomes. AIR
MILES' proprietary data and analytics capabilities distribute targeted and personalized
marketing communications across AIR MILES, Sponsor and off-network digital channels.
Sponsors pay a fee per AIR MILES reward mile issued when their customers, referred to as
Collectors, shop across a broad range of retailers, financial services and other providers.
Collectors then redeem AIR MILES for travel, merchandise, cash-back and other rewards,

generating greater engagement and loyalty to AIR MILES Sponsors.

BrandLoyalty, a worldwide leader in campaign-based loyalty solutions, designs, implements,
conducts and evaluates innovative and tailor-made loyalty programs to connect high

frequency retailers, partners and consumers in ways that positively impact consumer behavior.

These programs are tailored for the specific client and are designed to reward key customer

segments based on their spending levels during defined campaign periods.

Key standalone LoyaltyOne segment metrics for the year ended December 31, 2020 include:

S$765 million in revenue
$186 million in adjusted EBITDA

Over 1,400 associates worldwide

Loyalty programs in over 50 countries

Transaction Details



The trane%ction will be in the form of a distribution to Alliance Data stockholders of
approximately 81% of the shares of Spinco, a new entity holding the LoyaltyOne segment,
which is intended to qualify as tax-free to Alliance Data and its stockholders for U.S. federal
income tax purposes. Immediately following the transaction, Alliance Data stockholders will
own shares of both Alliance Data and Spinco. At the time of the spinoff, Spinco expects to
complete a debt financing and pay a dividend to Alliance Data of the net proceeds of the debt
issuance. These net proceeds will be used for corporate debt reduction at Alliance Data.
Alliance Data will retain approximately 19% of the shares of Spinco at the time of the
distribution, with the intent to monetize that stake as appropriate to provide for incremental

corporate debt reduction at Alliance Data.

The proposed spinoff is subject to customary conditions, including final approval by Alliance
Data's Board of Directors, receipt of a favorable tax ruling from the Internal Revenue Service,
the filing and effectiveness of a Form 10 registration statement with the U.S. Securities and
Exchange Commission, approval for listing of Spinco's common stock on a national securities
exchange and completion of any necessary financings. Additional details of the spinoff are
expected to be announced in the coming months, including additional detail regarding the
Board and executive leadership of Spinco. No assurance can be given regarding the form that a
spinoff transaction may take or the specific terms or timing thereof, or that a spinoff will in fact

OCcCur.

Advisors

Morgan Stanley is serving as financial advisor for the transaction. Davis Polk is serving as legal

advisor.

About Alliance Data

Alliance Data® (NYSE: ADS) is a leading provider of data-driven marketing, loyalty and payment

solutions serving large, consumer-based industries. The Company creates and deploys
customized solutions that measurably change consumer behavior while driving business
growth and profitability for some of today's most recognizable brands. Alliance Data helps its

partners create and increase customer loyalty across multiple touch points using traditional,
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digital, r@gbile and emerging technologies. A FORTUNE 500 and S&P MidCap 400 company
headquartered in Columbus, Ohio, Alliance Data consists of businesses that together employ

nearly 8,000 associates at 45 locations worldwide.

Alliance Data's Card Services business is a comprehensive provider of market-leading private

label, co-brand, general purpose and business credit card programs, digital payments,
including Bread® and Comenity-branded financial services. LoyaltyOne® owns and operates
the AIR MILES® Reward Program, Canada's most recognized loyalty program, and Netherlands-

based BrandLoyalty, a global provider of tailor-made loyalty programs for grocers. More

information about Alliance Data can be found at www.AllianceData.com.

Follow Alliance Data on Twitter, Facebook, Linkedln, Instagram and YouTube.

About the AIR MILES Reward Program

The AIR MILES Reward Program is Canada's most recognized loyalty program, with an active
Collector base representing approximately two-thirds of all Canadian households. AIR MILES
Collectors get Miles at more than 300 leading Canadian, global and online brands and at
thousands of retail and service locations across the country. It is the only loyalty program of its
kind to give Collectors the flexibility and choice to use Miles on aspirational Rewards such as
merchandise, travel, events or attractions or, instantly, in-store or online, through AIR MILES

Cash at participating Partner locations. For more information, visit: www.airmiles.ca.

About BrandLoyalty

BrandLoyalty is the leading global loyalty platform, providing campaign-based loyalty solutions
that positively impact consumer behaviour on a mass scale. We provide purpose-driven,
digitally enhanced, tailor-made solutions which improve performance - on a transactional and

emotional level - by changing consumers' behaviouir.

We pride ourselves on being a business with purpose by connecting high-frequency retailers,
partners & consumers to create sustainable solutions for today's challenges. Our concepts can

create impact by addressing global issues, from childhood obesity to food waste.

Follow BrandLoyalty on Linkedln and YouTube.



Forwar%@oking Statements

This release contains forward-looking statements within the meaning of Section 27A of the
Securities Act of 1933 and Section 21E of the Securities Exchange Act of 1934. Forward-looking

statements give our expectations or forecasts of future events and can generally be identified

estimate," "intend,

by the use of words such as "believe," "expect," "anticipate, project," "plan,"

"likely," "may," "should" or other words or phrases of similar import. Similarly, statements that
describe our business strategy, outlook, objectives, plans, intentions or goals also are forward-
looking statements. Examples of forward-looking statements include, but are not limited to,
statements we make regarding, and the guidance we give with respect to, our anticipated
operating or financial results, initiation or completion of strategic initiatives including this
proposed spinoff, future dividend declarations, and future economic conditions, including, but
not limited to, fluctuation in currency exchange rates, market conditions and COVID-19 impacts
related to relief measures for impacted borrowers and depositors, labor shortages due to
quarantine, reduction in demand from clients, supply chain disruption for our reward suppliers

and disruptions in the airline or travel industries.

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 from the projections, anticipated results or other expectations
expressed in this release, and no assurances can be given that our expectations will prove to
have been correct. These risks and uncertainties include, but are not limited to, factors set forth
in the Risk Factors section in our Annual Report on Form 10-K for the most recently ended
fiscal year, which may be updated in Item 1A of, or elsewhere in, our Quarterly Reports on Form
10-Q filed for periods subsequent to such Form 10-K. Our forward-looking statements 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.

Reconciliation of Non-GAAP Financial Measure

Adjusted EBITDA presented herein is consistent with the Company's historical financial
reporting practices. The non-GAAP financial measure presented herein may not be comparable

to similarly titled measures presented by other companies, or identical to corresponding

3



measur%sted in other various agreements or public filings. Reconciliations to the comparable
GAAP financial measure is available in the Company's Form 10-K, which is posted on the

Company's website: www.AllianceData.com.

Alliance Data

Brian Vereb - Investor Relations
614-528-4516

brian.vereb@alliancedata.com

Shelley Whiddon - Media
214-494-3811

shelley.whiddon@alliancedata.com

Rachel Stultz - Media
614-729-4890

rachel.stultz@alliancedata.com

SOURCE Alliance Data Systems Corporation

Related Links

http://www.alliancedata.com
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Project Fusion

Contributing factors in our analysis

Our assumption is that the goal for ADS shareholders is to have two “winners”
upon the completion of the spin transaction. Accordingly, a level of balance
must be exercised to address the needs of both RemainCo and SpinCo.

The capital structure and financial policies of SpinCo should ideally result in an
initial ratings no lower than B1 / B+ (with stable outlooks) from Moody’s and
S&P.

SpinCo should have sufficient liquidity at the onset to (a) fund working capital,
(b) provide cushion for weaker business conditions, including sponsor exits,
and (c) finance future growth.

It is important that SpinCo’s debut in the capital markets is a success and it
attains the financial flexibility required to both execute on management’s growth
strategy and garner strong market support in the equity and debt markets.



Project Fusion

Key takeaways

1 SpinCo’s strong business history and unique market position allow it to sustain
a reasonable amount of leverage. However, certain aspects of the business
such as customer concentration and reliance on travel and economic activity
warrant some level of conservatism in the leverage profile. Lastly, given the
capital markets have less experience with this business model there may be a
difference in the amount of debt the company can sustain versus what is
marketable to investors.

2 Our observation is the amount of total liquidity (consisting of initial cash
balance + available Revolver capacity) that SpinCo needs to service the
business is approximately $225-250mm based on comparable company
analysis, downside financial modeling and prospective inorganic growth
strategy.

3 We believe that the law of diminishing marginal returns is relevant with respect
to the size of the dividend back to RemainCo. A point is reached where the
additional risk to SpinCo from added leverage is materially greater than the
TCE/TA improvement at RemainCo.



Project Fusion

@ SpinCo represents a compelling credit story

« Complementary business models that offer comprehensive solutions
» Data-driven approach with lengthy historical databases to drive campaigns that fit

retailers’ goals

» Ability to invest combined cash flows in future growth opportunities
» Experienced and well-regarded management teams at corporate and brand level

* #1 loyalty program in Canada with
~8,300 locations to earn rewards

* Over 300 sponsors and rewards
suppliers

» Sponsor base covers 80% of
household spend categories in Canada

» Differentiated by diversity of spend and
scale

* Broadly recognized and awarded brand

» World’s leading provider of campaign-
based loyalty solutions

» Stable client base generates recurring
campaign demand

» Long-term, exclusive relationships with
high desirable brands

* Unmatched scale and global presence
valued by large grocery retailers



Project Fusion

@ SpinCo can support a reasonable amount of leverage

Attractive Financial Profile

Global Footprint Diverse Revenue

Stream
Good Margin Multiple Growth
Profile Levers
Low Capital Long-term
Intensity Growth Profile

Significant Free Cash Flow Generation

% of

EBITDA N/A 17.6% 42.7% 47.3% 49.6% 52.8%
$139.6
Excessive RSA $109.1 $124.3
investment due to $91.3 ’

expected resumption
of travel

$34.9

($29.3)

1)
2021 E( 2022E 2023E 2024E 2025E 2026E

Note: Free cash flow = Adj. EBITDA — (Capex + Interest Expense + Taxes + RSA), $ in millions
(1) 2021E FCF doubles Q3 + Q4 forecast for Capex and Interest expense for indicative 2021E

Conservative Financial Policy

<

Maintain adequate liquidity

<

Prioritize cash flows to repay debt and re-
invest in business

No dividends or share repurchases
Conservative public leverage target
Fully funded settlement trust

RN NIRN

Future M&A aligned with business and
capital structure strategy

Deleveraging Positions L1 For Future Growth

m Total Leverage Net Leverage

2021E 2022E 2023E 2024E 2025E 2026E

Note: Expected cash amounts derived from separate cash flow analysis



Project Fusion

@ A leverage level above 4x may increase the chance of receiving a B2 corporate rating

Leverage levels above 4x could present the risk of receiving a B2 corporate credit rating

Depending on Moody'’s final adjustments, SpinCo’s EBITA margin is on the cusp of the Ba
rating, which could also reduce the overall rating to B1 before any notching

2021E Adjusted
Rating Factor Calculated Factor Factor Weighted

Point Value Metric Score Weighting Score

(1) Scale (20%)

a) Total Revenue (20%) $5.0B-$10.0B $1.5.B-$5.0B $0.5B-$1.5B  $0.2B-$0.5B < $0.2B $0.8B 15.0 20.0% 3.0
(2) Business Profile (20%)

a) Demand Characteristics (15%) Ba -- 12.0 15.0% 1.8
b) Competitive profile (5%) Ba - 12.0 5.0% 0.6
(3) Profitability (10%)

a) EBITA Margin (10%) 20 - 25% 15 - 20% 10 - 15% 5-10% <5% 20.9% 9.0 10.0% 0.9

(4) Leverage & Coverage (40%)

a) Debt / EBITDA (15%) 2.0x - 3.0x 3.0x - 4.5x 4.5x - 6.5x 6.5x - 9.0x >9.0x 4.6x 15.0 15.0% 2.3
b) EBITA / Interest (15%) 6.0x - 10.0x 3.0x - 6.0x 1.0x - 3.0x 0.0x - 1.0x < 0.0x 5.0x 12.0 15.0% 1.8
¢) RCF / Net Debt (10%) 25% - 40% 15% - 25% 7.5% - 15% 2.5%-7.5% <2.5% 22.0% 12.0 10.0% 1.2

(5) Financial Policy (10%)

a) Financial Policy (10%) B 15.0 10.0% 1.5
Total 100.0% 13.1

Score-Indicated Rating: Ba3 / B1
Actual Rating Assigned: B1/ B2

6

Sources: Business and Consumer Industry Moody’s ratings methodology dated October 3, 2016; LoyaltyOne indicative rating letter



Project Fusion

@ Business and market risks warrant some conservativism on capital structure

\
Customer :
concentration .

P4

o - ——

Smaller scale
of buyers

Limited universe ]

Upcoming major

\

Dependence on i
contract renewals |

P4

travel / economy

................. N
New standalone 1 Lack of comparable
entity

AIRMILES limited
footprint




Project Fusion

@ Summary

Credit Strengths

» Good free cash flow profile
with ~30% of EBITDA
converted to free cash’

» Unique market position

» Good competitive profile

» Long business history

Considerations

Customer Concentration
Market familiarity
with/acceptance of the
business model

Upcoming contract renewals

Structuring to a B2 rating

A debt level in the $650mm to $700mm range we believe can

accomplish the following:

v Maintain flexibility to run the business v
v" Obtain at least a B1 rating
v' Successful debut in the debt markets v

(1) Assumes $650mm-$700mm of debt priced in the 5.5% range

Ample free cash flow for strategic
initiatives or debt paydown

Provide an acceptable total dividend
amount to RemainCo



Project Fusion

@ SpinCo’s liquidity Is comparable to public peers at $125mm of opening cash

Compared to its public peer, Smiles Fidelidade, SpinCo has substantially more liquidity at either $228mm or $125mm of initial cash

Assuming $125mm of initial cash, SpinCo’s liquidity would not be materially out of line with the broader peer set either

Liquidity to Assets

20% m Liquidity to Assets
14.6% 15.1%
15% 13.3%
0,
10.4% 10.6% 9.9% 11.5%
10% 10.6%
6. 6%
[v)
5% 249
0, HH @ EE [ ]
' $228mm Cash | ! $125mm Cash ,
| +$125mm RCF} |+ $125mm RCF !
Liquidity to EBITDA
3.0x m Liquidity to EBITDA 2.7x
2.5x 2.3x
2.0
X 1.6x
1.5x 14 1.2
1.0x
1.0x 0.9x 1.0x
0.5x 0.2x l 0.3x
00x . = HE I L
! $228mm Cash | ' $125mm Cash |
| +$126mm RCF | !+ $125mm RCF |
LoyaltyOne data as of 9/30/21, assumes a $125mm undrawn revolver 9

Liquidity defined as Cash + Revolver Availability



Project Fusion

@ In a simulated downside scenario in FY22 and FY23, SpinCo continues to generate cash

Downside Case Assumptions:
Adjusted EBITDA drops 20% YoY in 2022E followed by a further 10% decline YoY in 2023E
Interest expense consistent with base case and tax rate remains 27%
Change in operating assets and deferred revenues plus non-cash adjustments offset by funding to RSA
Capital expenditures and Term Loan B amortization remain constant with base case
Takeaways:
A significant decline in Revenue and Adjusted EBITDA would have an impact on LoyaltyOne’s cash flow, although
the company would remain FCF-positive and continue building liquidity

A lower initial cash balance would leave less firepower for acquisitions, however other forms of financing could be
accessed as well (in addition to ongoing cash generation)

SpinCo Liquidity Build During Downside Case

$450

$400
$350 $145 (593) B3 )

($25) ($26)
$300 ($7) ($7)
$250

$200
$150
$100
$50
$0

$302

2021E Adj. EBITDA D&A + Int. + Capex TLB Amort. 2022E Adj. EBITDA D&A + Int. + Capex TLB Amort. 2023E
Liquidity Taxes Liquidity Taxes Liquidity

With a strong and resilient cash flow generation profile, an initial total liquidity (opening cash
balance + Revolver availability) for SpinCo of $225 — 250mm appears reasonable and achievable

SpinCo data as of 2021E, assumes $125mm in cash + $125mm undrawn revolver + $31mm of cash generated during 4Q21 per model

Liquidity defined as Cash + Revolver Availability $ in millions 10



Project Fusion

@ Overlevering SpinCo initially adds financial risk with minimal upside to RemainCo

The law of diminishing returns is relevant with respect to the size of SpinCo’s dividend back to RemainCo

An inflection point is reached where the additional risk to SpinCo from added leverage is materially greater than the
TCE / TA ratio improvement at RemainCo

6/30 Pro Forma Balance Sheet YE22E (August LRP)
ADS Spin Impact PF ADS Organic PF ADS 'w/ SpinCo at 7.0x EBITDA |
Total Equity $2,048 ($174) $1,873 $754 $2628 | $600mm div. 8.0%|
Less: Goodwill (1,359) 726 (634) 0 (634) | $700mm div. 8.4%;
Less: Intangibles (70) 4 (65) 32 (33) L_$;8_QQrp_n3 div. ________§._7_%j
Tangible Common Equity $619 $555 $1,174 $787 $1,961
Total Assets $21,812 ($2,279) $19,534 $4,561 $24,095
Less: Goodwill (1,359) 726 (634) 0 (634)
|_Less: Intangibles _ _ __ ___ (70) _ _ 4 __ (63)_ _ 32 __ (33)
'Tangible Assets _ _ __________ $20,383_ _____ (91.549) ____$18834 ______ $4,593___ ___$23,428,
TCE / TA Ratio 3.0% 6.2% 8.4%
10.0%
3
9.0% Q
.§ (é
o 80% & Beyond ~4.5x of opening
(14 = »
®  7.0% g leverage, additional debt at
= » § LoyaltyOne becomes
2 6.0% Each additional $100mm - materially detrimental
2 in the dividend to ADS 3
< 5.0% results in a 35 bps g
- impact to TCE/TA i
- 4.0%
O
|_
3.0%
$0 $100 $200 $300 $400 $500 $600 $700 $800 $900 Less Debt < > More Debt
Size of SpinCo Debt / Dividend Size of SpinCo Debt / Dividend

$ in millions Source: Company presentation {1



Project Fusion

Dividend ranges

With an initial term loan launch size of
$650mm and cash usage of $100mm,
total dividend back to RemainCo
could be $750mm

If market demand for the term loan is
strong, an opportunity may exist to
upsize the tranche while in market —
we have shown a $50mm upsize for
illustrative purposes - resulting in a
dividend of between $800mm and
$825mm depending on amount of
cash used towards the dividend

Dividend Ranges

Base
Assumption Upside
Term Loan Amount $650.00 $700.00
SpinCo Cash Usage $100.00 $125.00
Dividend Amount $750.00 $825.00

12



Limiting Conditions

The enclosed materials were prepared based on limited information obtained from the Company.

Neither Ernst & Young Capital Advisors, LLC (“EYCA” or “we”) nor any of its affiliates assumes any responsibility for information contained herein. Such
information was furnished by or on behalf of others (including management) and is assumed to be reliable. We did not evaluate the reliability or
completeness of the information provided to us.

The information contained herein and any analysis thereof is not, and under no circumstances is to be construed as, a valuation opinion, fairness opinion,
legal advice or investment advice, or otherwise endorsed or approved by EYCA.

Ranges of value contained herein are not intended to represent the values of Company, but rather are benchmarks to be utilized for discussion and planning
purposes only. Additional information or changes in market conditions could result in ranges of value substantially different than those presented as of the
date of this discussion document.

This preliminary analysis is intended for use solely by the Company, including its board of directors and its financial and legal advisors in connection with
their evaluation of the situation. No copies of all or any portion hereof may be made, nor may this analysis (or abstracts thereof) be distributed to others
without the prior written consent of EYCA and otherwise in accordance with the terms of the agreement between EYCA and the Company.

Decisions to pursue specific courses of action will require further detailed analysis and review.

This analysis does not take into consideration: (1) matters of a legal nature, including issues of legal title and compliance with federal, state and local laws
and ordinances; (2) the adequacy of funding for employee benefits, such as pension and / or health care liabilities; (3) balance sheet reserves and / or other
liabilities; (4) tax matters; or (5) litigation and contingent liabilities not recorded on the balance sheet.

This analysis is not intended to be used, and no taxpayer may use it, to avoid penalties that may be imposed under the Internal Revenue Code or applicable
state or local tax laws.

Neither EYCA nor any of its affiliates performed an audit of the Company’s historical financial statements in accordance with generally accepted auditing
standards, or an examination of prospective financial statements in accordance with standards established by the American Institute of Certified Public
Accountants. Accordingly, we express no opinion or any other form of assurance on the historical or prospective financial statements, management
representations or other data of the Company included in or underlying the accompanying information. In addition, we have no responsibility to update this
preliminary analysis for events or circumstances occurring after the date of this preliminary analysis.

The estimates of cash flow data included herein are solely for use in your valuation analysis and are not intended for use as forecasts or projections of future
operations. Neither EYCA nor any of its affiliates performed an examination or compilation, or an agreed-upon procedures engagement, with respect to the
cash flow data in accordance with standards prescribed by the American Institute of Certified Public Accountants. Accordingly, we express no opinion or any
other form of assurance as to that data or their underlying assumptions. Furthermore, estimated and actual results will usually differ because events and
circumstances frequently do not occur as expected, and those differences may be material.

13



Disclaimer

EY

EY | Assurance | Tax | Transactions | Advisory

About EY

EY is a global leader in assurance, tax, transaction and advisory services. The
insights and quality services we deliver help build trust and confidence in the
capital markets and in economies the world over. We develop outstanding
leaders who team to deliver on our promises to all of our stakeholders. In so
doing, we play a critical role in building a better working world for our people,
for our clients and for our communities.

EY refers to the global organization, and may refer to one or more, of the
member firms of Ernst & Young Global Limited, each of which is a separate
legal entity. Ernst & Young Global Limited, a UK company limited by
guarantee, does not provide services to clients. Information about how EY
collects and uses personal data and a description of the rights individuals have
under data protection legislation is available via ey.com / privacy. For more
information about our organization, please visit ey.com.

Ernst & Young Capital Advisors, LLC ("EYCA") is a registered broker-dealer
and member of FINRA (www.finra.org) providing sector-specific advice on
M&A, capital markets and capital restructuring transactions. It is an affiliate of
Ernst & Young LLP, a member firm of Ernst & Young Global Limited serving
clients in the US.

© 2021 Ernst & Young LLP.
All Rights Reserved.
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This is Exhibit “E” referred to in the Affidavit of Joseph L. Motes Il
affirmed by Joseph L. Motes Il of the City of Dallas, in the State of
Texas, before me at the City of Toronto, in the Province of Ontario,
on February 9, 2024 in accordance with O.Reg.431/20,
Administering Oath or Declaration Remotely.

Gl

Commissioner for Taking Affidavits (or as may be)

RJ REID
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RJ Reid

From: Beberman, Perry

Sent: Friday, September 24, 2021 6:33 PM

To: Roger Ballou; John Gerspach; Tim Theriault; Andretta, Ralph

Cc: Motes, Joseph; Vereb, Brian; McLaughlin, Julie; Chesnut, Jeff; Tusa, Jeffrey; Horn, Charles; Geoff Ellis;
K.C. Brechnitz; Hughes, Allison G.; Morgan, Ben

Subject: AC Spin Update

Attachments: SpinCo PMO AC Transaction Update_92421_Final.pdf

Good evening. Please find below an update on the progress of the spin transaction, with a focus on the debt raise and
the timing implications. In short, BofA sees a path to achieve the dividend despite a new approach for the debt
capital.

Ratings Update
e Good news, verbal comments received from ratings agencies (Moody’s and S&P) with written comments
received from S&P, comments are as expected and in line with what was provided in the spring. Written
comments expected from Moody’s by EOD Monday, 9/27/21.

Debt Update
e TLB: Original target of $675mm Term Loan B has been adjusted by BofA to $500mm

0 Last week, BofA arranged pre-marketing calls with 20 top institutional TLB investors (BlackRock,
Blackstone, T Rowe, etc).

0 BofA’s goal was to secure pre-orders of 50% of the TLB prior to launching the deal publicly, which was
slated for yesterday 9/23.

0 Based on the feedback, investors were concerned about the customer concentration in Canada (BMO,
Sobey’s), the near-term contract maturities and the lingering impact of Covid. Several sizable investors
declined to participate.

0 BofA cautiously projects that with more aggressive terms (levers include coupon, required amortization,
0ID, excess cash sweep), the market will absorb $500mm of TLB.

e Revolver: Original target of $150mm from the bank group lenders, with new target of $325mm (split $150mm
revolver with $175mm Term Loan A)
0 The original mix of the $750mm dividend was anticipated to be (5675mm TLB + $100mm cash - $25mm
deal fees).
0 The updated $750mm dividend mix is expected to be (5500mm TLB + $175mm TLA + $100mm cash -
$25mm deal fees).
0 Despite the change in the mix, the overall deal fees are expected to remain flat.
e  BofA will know by EOD Monday with other commitments from lenders.

Timing Update
e The TLB launch was pushed from 9/23 to 9/28 or 9/29.
e This means the board vote will likely be moved from 10/8 to 10/13 or 10/14 (projected), with a drop-dead
date of 10/15 for Computershare and stale numbers considerations.
e We are still on track to complete the spin though the 11/1 completion date may move later as the details come
together.

EYCA Perspective
e EYCA reach out to BofA. BofA shared the current situation.
e EYCA agrees with BofA approach to revise the debt structure and to continue forward.

1
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Other Key Updates
e 2" public filing of Form 10 and proformas completed on 9/21/21; additional agreements: EMA, TSA, TMA,
Separation Agreement, and Registration Rights have all been filed with the SEC as of 9/24/21. TSA and Exhibit A
schedules remain under review and are expected to be finalized by EOM.
e Investor Communications are planned and expected to be launched in line with the declaration of the dividend
e Internal/External Communications back in green status this week due to progress made in defining
communications plan

Attached for your review is our weekly PMO report as well.

Early next week will be critical in determining if there is a clear path forward with the revised debt structure. Will update
you as we know more.

| am available at your convenience to discuss.

Best,
Perry

Perry Beberman

EVP, Chief Financial Officer

Alliance Data

5 Hillman Drive | Chadds Ford, PA 19317
(C) (302) 584-7762
perry.beberman@alliancedata.com
www.AllianceData.com
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This is Exhibit “F” referred to in the Affidavit of Joseph L. Motes Il
affirmed by Joseph L. Motes Il of the City of Dallas, in the State of
Texas, before me at the City of Toronto, in the Province of Ontario,
on February 9, 2024 in accordance with O.Reg.431/20,
Administering Oath or Declaration Remotely.

Gl

Commissioner for Taking Affidavits (or as may be)

RJ REID



To: Pittell, Joshua B.[joshua.pittell@davispolk.com]; Motes, Joseph[joseph.motes@alliancedata.com]; Morgan,
Ben[Ben Morgg@alliancedata.com]

Goldberg, Louis L.[louis.goldberg@davispolk.com]; Chesnut, Jeff[Jeff. Chesnut@alliancedata.com]; Santillan,
Laura[Laura.San’uIlan@alliancedata.com]; Tusa, Jeffrey[jeffrey.tusa@alliancedata.com]; Fair, Jeffrey[Jeffrey.Fair@alliancedata.com];
McLaughlin, Julie[Julie.McLaughlin@alliancedata.com]

From: Hageman, Cynthia[/O=EXCHANGELABS/OU=EXCHANGE ADMINISTRATIVE GROUP
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=0B391963577A477D83323A4ED7D51293-HAGEMAN, CY]

Sent: Mon 9/13/2021 2:31:57 AM (UTC)

Subject: RE: Project Legacy - Draft Separation and Distribution Agreement

Separation and Distribution Agreement-94579784-v10 - Separation and Distribution Agreement-94579784-v10 LS CH.pdf
Separation and Distribution Agreement-94579784-v10 LS CH.docx

Schedules to Separation & Distribution Agreement v3.docx

Josh -

Attached please find a clean and marked version of the Separation Agreement, including comments and questions, as well as a
beginning draft of the schedules that various personnel are working to populate.

We should discuss.
Thanks, Cindy

Cynthia Hageman

SVP, Asst. General Counsel

214.494.3834 (office)
972.898.1530 (mobile)

Confidentiality Note: The information contained in this e-mail message and any attachments may be an attorney-client communication and/or work product and as such is privileged and confidential. If the reader of this
message is not the intended recipient, you are hereby notified that any review, dissemination, distribution or copying of this communication is strictly prohibited. If you have received this communication in error, please
notify the sender immediately by replying to this email and delete the message and any attachments from your computer.

From: Pittell, Joshua B. <joshua.pittell@davispolk.com>

Sent: Friday, September 10, 2021 9:25 AM

To: Hageman, Cynthia <Cynthia.Hageman@alliancedata.com>; Motes, Joseph <joseph.motes@alliancedata.com>; Morgan, Ben
<Ben.Morgan@alliancedata.com>

Cc: Goldberg, Louis L. <louis.goldberg@davispolk.com>; Chesnut, Jeff <Jeff.Chesnut@alliancedata.com>; Santillan, Laura
<lLaura.Santillan@alliancedata.com>; Tusa, Jeffrey <jeffrey.tusa@alliancedata.com>; Fair, Jeffrey <leffrey.Fair@alliancedata.com>;
McLaughlin, Julie <Julie.McLaughlin@alliancedata.com>

Subject: RE: Project Legacy - Draft Separation and Distribution Agreement

A\ External Email A

All — Please reference the attached version instead. Substantially the same as the one from this morning. Just a couple tweaks to
conform to our language in the Form 10.

Thanks,

Josh

Joshua B. Pittell

+1 212 450 4660 office

+1 561 699 6081 mobile
joshua.pittell@davispolk.com

Davis Polk & Wardwell LLp

Confidentiality Note: This email is intended only for the person or entity to which it is addressed and may contain information that is privileged, confidential or otherwise protected from
disclosure. Unauthorized use, dissemination, distribution or copying of this email or the information herein or taking any action in reliance on the contents of this email or the information
herein, by anyone other than the intended recipient, or an employee or agent responsible for delivering the message to the intended recipient, is strictly prohibited. If you have received this
email in error, please notify the sender immediately and destroy the original message, any attachments thereto and all copies. Please refer to the firm's Privacy Notice for important
information on how we process personal data. Our website is at davispolk.com.

From: Pittell, Joshua B.


mailto:joshua.pittell@davispolk.com
https://www.davispolk.com/files/davis-polk-privacy-notice.pdf
https://www.davispolk.com

Sent: Friday, September 10, 2021 2:00 AM

To: 'Hagemar@@nthia' <Cynthia.Hageman@alliancedata.com>; Motes, Joseph <joseph.motes@alliancedata.com>; Morgan, Ben
<Ben.Morgan@alliancedata.com>

Cc: Goldberg, Louis L. <louis.goldberg@davispolk.com>; Chesnut, Jeff <Jeff.Chesnut@alliancedata.com>; Santillan, Laura
<lLaura.Santillan@alliancedata.com>; Tusa, Jeffrey <jeffrey.tusa@alliancedata.com>; Fair, Jeffrey <Jeffrey.Fair@alliancedata.com>;
McLaughlin, Julie <Julie.McLaughlin@alliancedata.com>

Subject: RE: Project Legacy - Draft Separation and Distribution Agreement

Yes, see attached for the current version of the Separation and Distribution Agreement. This is marked against the version you
previously sent with your changes and comments. To the extent your comment was addressed in the body of the agreement or
through other correspondence, | marked it as “Done” in the word doc. If there was still anything open to run down or discuss, | left
it as is for the time being.

Joshua B. Pittell

+1 212 450 4660 office
+1 561 699 6081 mobile
joshua.pittell@davispolk.com

Davis Polk & Wardwell LLp

Confidentiality Note: This email is intended only for the person or entity to which it is addressed and may contain information that is privileged, confidential or otherwise protected from
disclosure. Unauthorized use, dissemination, distribution or copying of this email or the information herein or taking any action in reliance on the contents of this email or the information
herein, by anyone other than the intended recipient, or an employee or agent responsible for delivering the message to the intended recipient, is strictly prohibited. If you have received this
email in error, please notify the sender immediately and destroy the original message, any attachments thereto and all copies. Please refer to the firm's Privacy Notice for important
information on how we process personal data. Our website is at davispolk.com.

From: Hageman, Cynthia <Cynthia.Hageman@alliancedata.com>

Sent: Thursday, September 9, 2021 8:14 PM

To: Pittell, Joshua B. <joshua.pittell@davispolk.com>; Motes, Joseph <joseph.motes@alliancedata.com>; Morgan, Ben
<Ben.Morgan@alliancedata.com>

Cc: Goldberg, Louis L. <louis.goldberg@davispolk.com>; Chesnut, Jeff <Jeff.Chesnut@alliancedata.com>; Santillan, Laura
<Laura.Santillan@alliancedata.com>; Tusa, Jeffrey <jeffrey.tusa@alliancedata.com>; Fair, Jeffrey <Jeffrey.Fair@alliancedata.com>;
McLaughlin, Julie <Julie.McLaughlin@alliancedata.com>

Subject: RE: Project Legacy - Draft Separation and Distribution Agreement

Sorry for the repeat — forgot to include Ben — and we need Ben!

Louis — thank you for your call this morning to touch base about the status of this agreement and the work to integrate the
registration rights that we included in the July 14™ Form 10 filing as well as other governance points reviewed by the ADS executive
management team.

Josh — | think you are the correct person from whom to request the current version of the Separation and Distribution Agreement

so that the ADS teams can work to completion.

ADS team(s) —

1. Kudos to Joe as he is the only person to respond to my July 29'" email asking everyone to begin populating these
schedules. | have not included Joe’s changes here as the litigation matters will be held to the side and not be widely shared
with everyone.

2. We need attention on completing these schedules. | think we need the Separation and Distribution Agreement to be able
to best understand what is required — but it does not make sense to me to re-distribute the June 24 version. While we
await a new version, please take a look at the topics of each schedule and be thinking about who needs to be recruited
to assist.

As soon as we receive the most recent version of the Separation and Distribution Agreement, we need to put our heads together
and make a plan to ensure we reach the “finish line” on time with both the agreement and the accompanying schedules. | believe
we need to file the “form of” agreement in as nearly complete fashion as possible with the next Form 10. That filing should occur
in the next week to 2 weeks at the most to stay on track.

Thank you for indulging my Thursday anxiety attack.
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Cindy 88

Cynthia Hageman

SVP, Asst. General Counsel

214.494.3834 (office)
972.898.1530 (mobile)

Confidentiality Note: The information contained in this e-mail message and any attachments may be an attorney-client communication and/or work product and as such is privileged and confidential. If the reader of this
message is not the intended recipient, you are hereby notified that any review, dissemination, distribution or copying of this communication is strictly prohibited. If you have received this communication in error, please
notify the sender immediately by replying to this email and delete the message and any attachments from your computer.

From: Che, Erica <erica.che@davispolk.com>

Sent: Tuesday, June 29, 2021 3:47 PM

To: Hageman, Cynthia <Cynthia.Hageman@alliancedata.com>; Motes, Joseph <joseph.motes@alliancedata.com>

Cc: Goldberg, Louis L. <louis.goldberg@davispolk.com>; Chesnut, Jeff <Jeff.Chesnut@alliancedata.com>; Santillan, Laura
<Laura.Santillan@alliancedata.com>; Tusa, Jeffrey <jeffrey.tusa@alliancedata.com>; Fair, Jeffrey <Jeffrey.Fair@alliancedata.com>;
McLaughlin, Julie <Julie.McLaughlin@alliancedata.com>

Subject: RE: Project Legacy - Draft Separation and Distribution Agreement

A\ External Email A

Received, thanks very much. Our team will review, and we will come back to you on a time to discuss.

Thanks,
Erica

Erica Che

+1 212 450 3310 office
+1 646 413 5465 mobile
erica.che@davispolk.com

Davis Polk & Wardwell LLp

Confidentiality Note: This email is intended only for the person or entity to which it is addressed and may contain information that is privileged, confidential or otherwise protected from
disclosure. Unauthorized use, dissemination, distribution or copying of this email or the information herein or taking any action in reliance on the contents of this email or the information
herein, by anyone other than the intended recipient, or an employee or agent responsible for delivering the message to the intended recipient, is strictly prohibited. If you have received this
email in error, please notify the sender immediately and destroy the original message, any attachments thereto and all copies. Please refer to the firm's Privacy Notice for important
information on how we process personal data. Our website is at davispolk.com.

From: Hageman, Cynthia <Cynthia.Hageman@alliancedata.com>

Sent: Tuesday, June 29, 2021 4:42 PM

To: Che, Erica <erica.che@davispolk.com>; Motes, Joseph <joseph.motes@alliancedata.com>

Cc: Goldberg, Louis L. <louis.goldberg@davispolk.com>; Chesnut, Jeff <Jeff.Chesnut@alliancedata.com>; Santillan, Laura
<Laura.Santillan@alliancedata.com>; Tusa, Jeffrey <jeffrey.tusa@alliancedata.com>; Fair, Jeffrey <Jeffrey.Fair@alliancedata.com>;
McLaughlin, Julie <Julie.McLaughlin@alliancedata.com>

Subject: RE: Project Legacy - Draft Separation and Distribution Agreement

Erica -

A few comments, and several questions included in a marked to show changes version (Word and .pdf are the same).
| have copied the individuals who will be instrumental in populating the schedules.

Let us know when you would like to discuss.

Thanks, Cindy

Cynthia Hageman
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SVP, Asst. General Counsel

214.494.3834 (office) 9
972.898.1530 (mobile)

Confidentiality Note: The information contained in this e-mail message and any attachments may be an attorney-client communication and/or work product and as such is privileged and confidential. If the reader of this
message is not the intended recipient, you are hereby notified that any review, dissemination, distribution or copying of this communication is strictly prohibited. If you have received this communication in error, please
notify the sender immediately by replying to this email and delete the message and any attachments from your computer.

From: Che, Erica <erica.che@davispolk.com>

Sent: Thursday, June 24, 2021 3:12 PM

To: Motes, Joseph <joseph.motes@alliancedata.com>; Hageman, Cynthia <Cynthia.Hageman@alliancedata.com>
Cc: Goldberg, Louis L. <louis.goldberg@davispolk.com>

Subject: Project Legacy - Draft Separation and Distribution Agreement

A\ External Email A
Joe, Cindy,

Please find an initial draft of the separation and distribution agreement attached here. We note that we have included some
footnotes with comments and questions for review. Please let us know of any comments, and we are happy to discuss.

Thanks,
Erica

Erica Che

+1 212 450 3310 office
+1 646 413 5465 mobile
erica.che@davispolk.com

Davis Polk & Wardwell LLp

Confidentiality Note: This email is intended only for the person or entity to which it is addressed and may contain information that is privileged, confidential or otherwise protected from
disclosure. Unauthorized use, dissemination, distribution or copying of this email or the information herein or taking any action in reliance on the contents of this email or the information
herein, by anyone other than the intended recipient, or an employee or agent responsible for delivering the message to the intended recipient, is strictly prohibited. If you have received this
email in error, please notify the sender immediately and destroy the original message, any attachments thereto and all copies. Please refer to the firm's Privacy Notice for important
information on how we process personal data. Our website is at davispolk.com.

IMPORTANT: The information contained in this e-mail message and any attachments may be an attorney-client communication
and/or work product and as such is privileged and confidential. If the reader of this message is not the intended recipient, you are
hereby notified that any review, dissemination, distribution or copying of this communication is strictly prohibited. If you have
received this communication in error, please notify the sender immediately by replying to this email and delete the message and
any attachments from your computer.

IMPORTANT: The information contained in this e-mail message and any attachments may be an attorney-client
communication and/or work product and as such is privileged and confidential. If the reader of this message is not the
intended recipient, you are hereby notified that any review, dissemination, distribution or copying of this communication
is strictly prohibited. If you have received this communication in error, please notify the sender immediately by replying
to this email and delete the message and any attachments from your computer.
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This is Exhibit “G” referred to in the Affidavit of Joseph L. Motes Il
affirmed by Joseph L. Motes Il of the City of Dallas, in the State of
Texas, before me at the City of Toronto, in the Province of Ontario,
on February 9, 2024 in accordance with O. Reg.431/20,
Administering Oath or Declaration Remotely.

G

Commissioner for Taking Affidavits (or as may be)

RJ REID
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SEPARATION AND DISTRIBUTION AGREEMENT

SEPARATION AND DISTRIBUTION AGREEMENT dated as of [e],
2021 (as the same may be amended from time to time in accordance with its terms
and together with the schedules and exhibits hereto, this “Agreement”) between
Alliance Data Systems Corporation, a Delaware corporation (“ADS”), and
Loyalty Ventures Inc., a Delaware corporation (“Loyalty Ventures™).

WITNESSETH:

WHEREAS, the Board of Directors of ADS has determined that it is in the
best interests of ADS and its stockholders to separate the LoyaltyOne Business_
and the [Lovalt ntur I form th ntribution from the ADS
Business;

WHEREAS, Loyalty Ventures is a wholly owned Subsidiary of ADS that
has been incorporated for the sole purpose of, and has not engaged in activities
except in preparation for, the Distribution and the transactions contemplated by
this Agreement;

WHEREAS, in furtherance of the foregoing, the Board of Directors of
ADS has determined that it is in the best interests of ADS and its stockholders to
distribute to the holders of the issued and outstanding shares of common stock,
par value $0.01 per share, of ADS (the “ADS Common Stock”) as of the Record
Date, by means of a pro rata dividend, [81]% of the issued and outstanding shares
of common stock, par value $0.01 per share, of Loyalty Ventures (the “Loyalty
Ventures Common Stock’) and [19]% of the Loyalty Ventures Common Stock
retained by ADS, the “Retained Loyalty Ventures Common Stock”), on the
basis of one share of Loyalty Ventures Common Stock for every [¢]' then issued

[HC1]: PLEASE
EXPLAIN TIMING;
WHEN IS THIS CHOSEN;

IF BY THE NEXT FORM
10 FILING, WE NEED TO

BE WORKING ON THIS
NOW?

and outstanding share of ADS Common Stock (the “Distribution”);

WHEREAS, ADS and Loyalty Ventures have prepared, and Loyalty
Ventures has filed with the Commission, the Form 10, which includes the
Information Statement, and which sets forth appropriate disclosure concerning
Loyalty Ventures and the Distribution, and the Form 10 has become effective
under the Exchange Act;

WHEREAS, the Distribution will be preceded by, among other things, the
Restructuring, pursuant to which, among other things, (a) Loyalty Ventures will
enter into the Loyalty Ventures Financing Arrangements and (b) all of the stock of
the Loyalty Ventures First-Tier Subsidiaries will be contributed by Alliance Data
International, LLC (“ADILC”), a Subsidiary of ADS, to Loyalty Ventures in
exchange for Loyalty Ventures Common Stock and the proceeds of the Loyalty
Ventures Financing Arrangements (such proceeds, together with all future
amounts payabl Loyalt ntures to ADS under this Agreement and the Tax

I Note to Draft: Distribution ratio to be determined.

1
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Matters Agreement, the “Cash Proceeds,” and such contribution, {the
“Contribution”);

WHEREAS, ADS may transfer up to +8619% of the Loyalty Ventures
Common Stock to one or more of ADS's. creditors in exchange for ADS’s
indebtedness (the “Equity-for-Debt Exchange”);

WHEREAS, m-which-ease-ADS weould-transfer-thewill utilize all Cash
Proceeds to ene-ermore ADS-Creditorspay its creditors (the “Boot Purge”), in
each case, in connection with the Contribution and Distribution_and upon future
receipts thereafter;

WHEREAS, for United States federal and state income tax purposes, it is
intended that (i) the Contribution and the Distribution, taken together, qualify as a
“reorganization” within the meaning of Section 368(a)(1)(D) of the Internal
Revenue Code of 1986, as amended (the “Code”), (i1) the Distribution qualify as a
tax-free transaction under Sections 355(a) and 361(c) of the Code (in each case,
qualifying for such treatment under the corresponding provisions of state law),
(ii1) the Equity-for-Debt Exchange qualify as a transfer of "qualified property" to
ADS's] creditors in connection with the reorganization described in clause (i) for
purposes of Section 361(c) of the Code, and (iv) the Boot Purge qualify as money
distributed to ADS’s creditors in connection with the reorganization described in
clause (i) for purposes of Section 361(b) of the Code, and it is a condition to the
Distribution that ADS will have obtained the PLR and the Tax Opinion to such
effect as contemplated by Section 3.01(a)(ix);

WHEREAS, this Agreement, together with the Ancillary Agreements and
other documents implementing the Contribution and Distribution, is intended to
be, and is hereby adopted as, a “plan of reorganization” within the meaning of
Treas. Reg. Section 1.368-2(g); and

WHEREAS, the parties hereto have determined to set forth the principal
actions required to effect the Distribution and to set forth certain agreements that
will govern the relationship between those parties following the Distribution.

ACCORDINGLY, in consideration of the mutual covenants contained in
this Agreement, the parties hereby agree as follows:

ARTICLE 1
DEFINITIONS

Section 1.01. Definitions. (i) As used in this Agreement, the following
terms have the following meanings:

#94579784v10
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“Action” means any demand, claim, suit, action, arbitration, inquiry,
investigation or other proceeding by or before any Governmental Authority or any
arbitration or mediation tribunal.

“ADS Assets” means all assets, of whatever sort, nature or description, of
ADS or any of its Subsidiaries (including any member of the Loyalty Ventures
Group) other than the Loyalty Ventures Assets, including, for the avoidance of

doubt, the assets set forth on Schedule 1.01Fe11(a), provided that, notwithstanding /
the foregoing, the ADS Assets shall not include any Tax assets, which shall be
governed by the Tax Matters Agreement.

“ADS Business” means all of the businesses conducted by ADS and its
Subsidiaries from time to time, whether before, on or after the Distribution, other
than the LoyaltyOne Business, the [ovalt ntur
Contribution and any Loyalty Ventures Former Business. For the avoidance of
doubt, the Loyalty Ventures Assets (and all assets and properties owned, directly
or indirectly, by entities forming all or part of such assets) will not be considered
part of the ADS Business.

‘ADS Former Business” means the Former Businesses previously owned,
in whole or in part, or previously operated, in whole or in part, by ADS or any of
its Subsidiaries and[, as determined by ADS in its sole discretion,] primarily
related to the ADS Business or that would have comprised part of the ADS
Business had they not been terminated, divested or discontinued prior to the
Distribution Time, including the Former Business set forth on Schedule
1.01fe(b), but excluding, for the avoidance of doubt, the Loyalty Ventures
Former Businesses.?

“ADS Group” means ADS and its Subsidiaries (other than any member of
the Loyalty Ventures Group) and, where applicable, the ADS Former Businesses,
including all predecessors and successors to such Persons (excluding, for the
avoidance of doubt, all Loyalty Ventures Former Businesses).

‘%DS Liabilitieﬁ” means (without duplication) all of the following [(as
determined by ADS in its sole discretion)]:

(a) all Liabilities solely to the extent relating to, arising out of or in
connection with or resulting from the ADS Business or the business and operation
of the ADS Assets, as currently or formerly operated (including as conducted or
operated by any predecessor of any member of the ADS Group [or the Loyalty

Ventures Group)], including those Liabilities set forth on Schedule 1.01fe}(c);

(b) all Liabilities of the ADS Group and/or the Loyalty Ventures
Group to the extent relating to, arising out of or in connection with or resulting
from any ADS Former Business or any disposition thereof;* and

2 Note to Draft: Relevant to allocation of liabilities for former businesses.
3 Note to Draft: ADS to consider.
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(©) all Liabilities that are expressly contemplated by this Agreement or
any other Ancillary Agreement as Liabilities to be retained or assumed by ADS or
any other member of the ADS Group, and all agreements, obligations and other
Liabilities of ADS or any member of the ADS Group under this Agreement or any
of the other Ancillary Agreements;

provided that, notwithstanding the foregoing, the ADS Liabilities shall not include
(1) any Liabilities for Taxes, which shall be governed by the Tax Matters
Agreement or (ii) any Liabilities for the employment, employee benefits and
employee compensation matters expressly covered by the Employee Matters
Agreement, all of which shall be governed by the Employee Matters Agreement.

“ADS Names and Marks” means any and all Trademarks of ADS or any
of its Affiliates (other than any Trademark included in the Loyalty Ventures
Assets), including, for the avoidance of doubt, any that use, contain or include
“ADS” or “Alliance Data”, in each case either alone or in combination with other
words, phrases or logos, and any and all Trademarks derived therefrom or
confusingly similar thereto.

“ADS Participants” has the meaning set forth in the Employee Matters
Agreement.

“Affiliate” means, with respect to any Person, any other Person directly or
indirectly controlling, controlled by, or under common control with, such other
Person. For the purposes of this definition, “control” means the possession,
directly or indirectly, of the power to direct or cause the direction of the
management and policies of a Person, whether through the ownership of voting
securities or other interests, by Contract or otherwise, and the terms “controlling”
and “controlled” have meanings correlative to the foregoing. Notwithstanding
any provision of this Agreement to the contrary (except where the relevant
provision states explicitly to the contrary), no member of the ADS Group, on the
one hand, and no member of the Loyalty Ventures Group, on the other hand, shall
be deemed to be an Affiliate of the other.

“Ancillary Agreement” means each of the [Tax Matters Agreement, the
Transition Services Agreement, the Employee Matters Agreement, the
Restructuring Agreements and any other agreements, instruments, or certificates
related thereto or to the transactions contemplated by this Agreement (in each
case, together with the schedules, exhibits, annexes and other attachments
thereto).]*

“Applicable Law” means, with respect to any Person, any federal, state,
local or foreign law (statutory, common or otherwise), constitution, treaty,

4 Note to Draft: Ancillary Agreements subject to ongoing review. To discuss whether there are
any ongoing contractual or commercial relationships that should be the subject of separate
agreements, in addition to those listed here.
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convention, ordinance, code, rule, regulation, order, injunction, judgment, decree,
ruling, directive, guidance, instruction, direction, permission, waiver, notice,
condition, limitation, restriction or prohibition or other similar requirement
enacted, adopted, promulgated, imposed, issued or applied by a Governmental
Authority that is binding upon or applicable to such Person, its properties or assets
or its business or operations.

“Business” means, with respect to the ADS Group, the ADS Business and,
with respect to the Loyalty Ventures Group, the LoyaltyOne Business_together
with those additional assets included in the Contribution.

“Business Day” means any day, other than Saturday, Sunday or other day
on which commercial banks in New York, New York are authorized or required
by Applicable Law to close.

“Cash and Cash Equivalents” means cash or cash equivalents,
certificates of deposit, banker’s acceptances and other investment securities of any
form erwith an original maturity_of three months or less.

“[Commercial Dataﬂ” means any and all data and information relating to

[HCS]: Joc: Without Mike:

an identified or identifiable Person (whether the information is accurate or not),
alone or in combination with other information, which Person is or was an actual
or prospective customer of, or consumer of products or services offered by, the
LoyaltyOne and/or ADS Business, as applicable.’

“Commission” means the United States Securities and Exchange
Commission.

“Confidential Information” means, with respect to a Group, (i) any
proprietary information that is competitively sensitive, material or otherwise of
value to the members of such Group and not generally known to the public,
including business plan or product planning information, strategies, financial
information, information regarding operations, consumer and/or customer
relationships, consumer and/or customer profiles, sales estimates, internal
performance results relating to the past, present or future business activities of the
members of such Group and the consumers, customers, clients and suppliers of
the members of such Group, and information relating to filings, plans,
correspondence or relationships with regulators, (ii) any proprietary scientific or
technical information, design, invention, process, procedure, formula, or
improvement that is commercially valuable and secret in the sense that its
confidentiality affords any member of such Group a competitive advantage over
its competitors and (iii) all confidential or proprietary concepts, documentation,
reports, data, specifications, computer software, source code, object code, flow
charts, databases, inventions, information, and trade secrets, in the case of each of
clauses (1), (i1) and (iii) of this definition, that are related primarily to such
Group’s Business; provided that to the extent both the ADS Business and the

> Note to Draft: ADS to confirm whether there are other types of data.

5
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LoyaltyOne Business use or rely upon any of the information described in any of
the foregoing clauses (i), (i1) and/or (iii), subject to Section 4.07, such information
shall be deemed the Confidential Information of both the ADS Group and the
Loyalty Ventures Group.

“Contract” means any written or oral commitment, contract, subcontract,
agreement, lease, sublease, license, sublicense, understanding, sales order,
purchase order, instrument, indenture, note or any other legally binding
commitment or undertaking.

“Distribution Agent” means Computershare Trust Company, N.A.
“Distribution Date” means [e], 2021.

“Distribution Documents” means this Agreement and the Ancillary
Agreements.

“Distribution Time” means the time at which the Distribution is effective
on the Distribution Date, which shall be deemed to be 11:59 p.m., Eastern
Daylight Time, on the Distribution Date.

[HC6]: Please explain.
From an accounting
perspective, would prefer

12:01 a.m.

“Employee Matters Agreement” means the Employee Matters
Agreement dated as of the date hereof between ADS and Loyalty Ventures
substantially in the form of Exhibit A, as such agreement may be amended from
time to time in accordance with its terms.

“Equity Compensation Registration Statement” means the Registration
Statement on Form S-8 or such other form or forms as may be appropriate, as
amended and supplemented, including all documents incorporated by reference
therein, to effect the registration under the Securities Act of Loyalty Ventures
Common Stock subject to certain equity awards granted to current and former
officers, employees, directors and consultants of the ADS Group to be assumed or
replaced by Loyalty Ventures pursuant to the Employee Matters Agreement.

“Escheat Payment” means any payment required to be made to a
Governmental Authority pursuant to an abandoned property, escheat or similar
law.

“Exchange Act” means the Securities Exchange Act of 1934.

“Form 10” means the registration statement on Form 10 filed by Loyalty
Ventures with the Commission to effect the registration of Loyalty Ventures
Common Stock pursuant to the Exchange Act in connection with the Distribution,
as such registration statement may be amended or supplemented from time to
time.

“Former Business” means any corporation, partnership, entity, division,
business unit, business or set of business operations that has been sold, conveyed,

6
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assigned, transferred or otherwise disposed of or divested (other than solely in
connection with the Restructuring), in whole or in part, or the operations,
activities or production of which has been discontinued, abandoned, liquidated,
completed or otherwise terminated, in whole or in part, in each case, by either
Group prior to the Distribution Time.

“Governmental Authority” means any multinational, foreign, federal,
state, local or other governmental, statutory or administrative authority, regulatory
body or commission or any court, tribunal or judicial or arbitral authority which
has any jurisdiction or control over either party (or any of their Affiliates).

“Group” means, as the context requires, the Loyalty Ventures Group, the
ADS Group or either or both of them.

“Indemnitees” means, as the context requires, the ADS Indemnitees or the
Loyalty Ventures Indemnitees.

“Information Statement” means the Information Statement to be sent to
each holder of ADS Common Stock in connection with the Distribution.

“Intellectual Property” means any and all intellectual property
throughout the world, including any and all U.S. and foreign (i) patents, invention
disclosures, and all related continuations, continuations-in-part, divisionals,
provisionals, renewals, reissues, re-examinations, additions, extensions (including
all supplementary protection certificates), and all applications and registrations
therefor (collectively, “Patent Rights”), (ii) trademarks, service marks, names,
corporate names, trade names, domain names, social media identifiers, logos,
slogans, trade dress, design rights, and other similar business identifiers or
designations of source or origin and all applications and registrations therefor,
together with the goodwill symbolized by any of the foregoing (collectively,
“Trademarks”), (iii) copyrights, works of authorship and copyrightable subject
matter and all applications and registrations therefor, (iv) trade secrets, know-how,
confidential data and information, technical information, including practices,
techniques, methods, processes, inventions, developments, specifications,
formulations, structures, analytical and quality control information and
procedures, studies and procedures and regulatory information, (v) computer
software (including source code, object code, firmware, operating systems and
specifications), (vi) databases and data collections and (vii) all rights to sue or
recover and retain damages and costs and attorneys’ fees for the past, present or
future infringement, misappropriation or other violation of any of the foregoing.

“Intended Tax Treatment” has the meaning set forth in the Tax Matters
Agreement.

“IRS” means the Internal Revenue Service.
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“IT Assets” means computers, software, firmware, middleware, servers,
workstations, routers, hubs, switches, data communications lines, and all other
information technology assets or other equipment storing or processing
information, including all associated documentation related to any of the
foregoing.

“LoyaltyOne Business” means the businesses and operations of the ADS
LoyaltyOne segment, in each case as more fully described in the Form 10 and the
Information Statement.

“Loyalty Ventures Assets” means, except as expressly otherwise
contemplated in this Agreement or any Ancillary Agreement, the following assets
of ADS and its Subsidiaries [(as determined by ADS in its sole discretion)]:¢

(a) all interests of whatever nature in the freal property’ listed on

[HC7]: BavisPellcis-this-
e e

Schedule 1.01{#}(d), together with all buildings, fixtures and improvements
erected thereon (the “Loyalty Ventures Facilities”);

(b) all interests in personal property, fixtures, [machinery,] furniture,
office equipment, automobiles, motor &fehicle§ and other transportation

[SL8]: Does this include
Right of use assets for the
leases - should we include
here or separately?

equipment, [special and general tools, test devices, prototypes and models,] and
other tangible personal property (other than any Intellectual Property) located at
the Loyalty Ventures Facilitied for primarily used or primarily held for use -

[HC9]: BavisPolk:—Given-

connection-withby the LeyaltyOne BusinessiLoyalty Ventures Group;

(c) all inventories of materials, supplies, goods in transit, customer
returns, and work-in-process and finished goods and products, in each case of
whatever kind, nature or description, in each case solely to the extent primarily
related to or primarily used or primarily held for use #-eonneetion-withby the
Loyalty Ventures BusinessGroup;

(d) all interests in any capital stock or other equity securities or
interests of or in any member of the Loyalty Ventures Group;

(e) all deposits, letters of credit, and performance and surety bonds, in
each case solely to the extent primarily related to or primarily used or primarily
held for use i-econnection-withby the LeyaltyOne BusinessLoyalty Ventures
Group;

® all prepaid expenses, trade accounts, and other accounts and notes
receivable, in each case solely to the extent primarily related to or primarily used
or primarily held for use #eonneetion-withby the LeyaltyOne BusinessLoyalty
Ventures Group;

® Note to Draft: To confirm treatment of each category of assets and standard for separating the

LoyaltyOne Business from the ADS Business (e.g., (i) primarily used by the LoyaltyOne Business,

(i1) exclusively used by the LoyaltyOne Business or (iii) assets set forth on a schedule).
" DPW Response: Confirmed — leases are intended to be included.
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(2) the Patent Rights-listed-on-Schedule 1-01{ e} and all other
Intellectual Property (other than Patent Rights) owned by ADS-erany-ofits

the Lovalty Ventures Group and primarily used-e+-

primarty-heldforuse in connection with the LoyaltyOne Business (other than any

Trademarks that use, contain or include “ADS” or “Alliance Data”, either alone or
in combination with other words, phrases or logos), including, for the avoidance

of doubt, such other Intellectual Property listed on Schedule 1.01{e}(¢);

(h) all IT Assets solely to the extent exclusively related to or

exclusively used or exclusively held for use in-conneetion-withby the LoyaltyOne-

BusinessLovalty Ventures Group (other than the IT Assets set forth on Schedule
1.01f=4(D));

(1) all Contracts (including Contracts related to Intellectual Property
and IT Assets) and any rights thereunder, in each case solely to the extent
primarily related to or prlmarlly used or primarily held for use #eonneetion
withby the including, for the
avoidance of doubt, the Contracts set forth on Schedule 1. 01fei(g);

)] all claims, causes of action and similar rights, whether accrued or
contingent, in each case solely to the extent primarily related to the LoyaltyOne

[PJB12]: Any risk of
overlap between the two
businesses? If we're certain
the answer is no, then we
can all likely get
comfortable with the
"primarily" standard. If
there are a certain subset of
contracts that may be on
the fence, and it is agreed
they will transfer to the
Loyalty Ventures, then it
may be helpful to add a
"for the avoidance of
doubt" schedule and call
out those particular
contracts.

Business_or the Lovalty Ventures Group;

(k) all employee Contracts with any Loyalty Ventures Participants,
including the right thereunder to restrict any Loyalty Ventures Participant from
competing in certain respects;

D all Permits primarily related to or primarily used or primarily held
for use by the Loyalty Ventures Group or in connection with the LoyaltyOne
Business;

(m)  (Cash and Cash Equivalents solely to the extent (i) located at the

Loyalty Ventures Facilities or (ii) primarily related to or primarily used or

primarily held for use by the [ovalty Ventures Group or in connection with the
LoyaltyOne Business;]]

(n) subject to the foregoing clause (m), all bank accounts, lock boxes
and other deposit arrangements, and all brokerage accounts, in each case solely to
the extent (i) located at the Loyalty Ventures Facilities or (i1) primarily related to
or primarily used or primarily held for use by the [ovalty Ventures Group or in
connection with the LoyaltyOne Business, including, for the avoidance of doubt

e redemntion sett )

(o) all accounting and other legal and business books, records, minute
books, corporate documents, ledgers and files and all personnel records, in each
case, whether printed, electronic, contained on storage media or written, or in any
other form, in each case solely to the extent primarily related to or primarily used
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or primarily held for use by the Lovalty Ventures Group or in connection with the

LoyaltyOne Business;)

[HC14]: Laura—think

) cy
B
seope?

(p) (x) all Confidential Information, except for any confidential
supervisory information (including confidential supervisory information as
identified in 12 C.F.R. § 309.5(g)(8)) of a U.S. federal or state Governmental
Authority or any information the disclosure of which by ADS is prohibited by
Applicable Law (y) all cost information, sales and pricing data, supplier records,
supplier lists, vendor data, customer data, correspondence and lists, and (z) all
product data and literature, brochures, marketing and sales literature, advertising
catalogues, photographs, display materials, media materials, packaging materials,
artwork, designs, formulations and specifications, quality records and reports
(other than any Intellectual Property in any of the foregoing and excluding any
Commercial Data), in each case solely to the extent primarily related to or

primarily used or primarily held for use by the Loyalty Ventures Group or in

connection with the LoyaltyOne Business;

(qQ) all Commercial Data to the extent exclusively related to or

exclusively used or exclusively held for use by the Lovalty Ventures Group or in

connection with the LoyaltyOne Business;

(r) all intangible assets and goodwill associated with the LoyaltyOne
Business, the Lovalty Venture Group or the Loyalty Ventures Assets; and

(s) any other assets, of whatever sort, nature or description, that are
exclusively related to or exclusively used or exclusively held for use by the

Loyalty Ventures Group or in connection with the LoyaltyOne Business and any

assets on the books and records of any member of the Loyalty Ventures Group,

including, but not limited to, the assets set forth on Schedule 1.01fe§(h);

Provided that, notwithstanding the foregoing, the Loyalty Venures Assets
shall not include any Tax assets, which shall be governed by the Tax Matters
Agreement.

“Loyalty Ventures Credit Facility” means [e].

“Loyalty Ventures Financing Arrangements” means (i) the Loyalty
Ventures Credit Facility and (ii) [e].

“loyalty Ventures First-Tier Subsidiarie§” means each of ADI Crown

[HC15]: Dees this-

Helix Limited and Alliance Data Lux Holdings S.ar.l.

“loyalty Ventures Former Busines§” means each Former Business

previously owned, in whole or in part, or previously operated, in whole or in part,
by ADS or any of its Subsidiaries and|[, as determined by ADS and in its sole
discretion,] primarily related to the LoyaltyOne Business or that would have

comprised part of the Loyalty Ventures Group or the LoyaltyOne Business had

10
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such Former Business not been terminated, divested or discontinued prior to the
Distribution Time, including the Former Businesses set forth on Schedule

1.01{e4(b), but excluding, for the avoidance of doubt, all ADS Former Businesses.
“Loyalty Ventures Group” means Loyalty Ventures and its Subsidiaries
as set forth on Schedule 1.01f#](i), including all predecessors and successors to | [HCI8I: Chesnui/
Santillan—MelLaughlin—
such Persons. see-also-ADS Liabilities-
ol

‘ioyalty Ventures Liabilities” means (without duplication) all of the
following [(as determined by ADS in its sole discretion)]:

(a) any and all Liabilities to the extent relating to, arising out of or in
connection with or resulting from the LoyaltyOne Business, the business and
operation of the Loyalty Ventures Assets, as currently or formerly operated
(including as conducted or operated by any predecessor of any member of the
ADS Group or the Loyalty Ventures Group), including the following Liabilities:

(1) all Liabilities relating to, arising out of or in connection
with or resulting from the Loyalty Ventures Financing Arrangements;

(i) [e]%
(ii1))  all Liabilities set forth on Schedule 1.01fe4(c);

(b) all Liabilities of the ADS Group and/or the Loyalty Ventures
Group to the extent relating to, arising out of or in connection with or resulting
from any Loyalty Ventures Former Business or any disposition thereof; and

(c) all Liabilities that are expressly contemplated by this Agreement or
any other Ancillary Agreement as Liabilities to be retained or assumed by Loyalty
Ventures or any other member of the Loyalty Ventures Group, and all agreements,
obligations and other Liabilities of Loyalty Ventures or any member of the
Loyalty Ventures Group under this Agreement or any of the other Ancillary
Agreements;

provided that, notwithstanding the foregoing, the Loyalty Ventures Liabilities
shall not include (i) any Liabilities for Taxes, which shall be governed by the Tax
Matters Agreement or (ii) any Liabilities for the employment, employee benefits
and employee compensation matters expressly covered by the Employee Matters
Agreement, all of which shall be governed by the Employee Matters Agreement.

“Loyalty Ventures Participants” has the meaning set forth in the
Employee Matters Agreement.

8 Note to Draft: ADS to advise on additional categories of liabilities to be specifically listed as
Loyalty Ventures Liabilities.
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“Liabilities” means any and all Claims, debts, liabilities, damages and/or
obligations (including, but not limited to, any Escheat Payment) of any kind,
character or description, whether absolute or contingent, matured or not matured,
liquidated or unliquidated, accrued or unaccrued, known or unknown, whenever
arising, including all costs and expenses (including attorneys’ fees and expenses
and associated investigation costs) relating thereto, and including those Claims,
debts, liabilities, damages and/or obligations arising under this Agreement, any
Applicable Law, any Action or threatened Action, any order or consent decree of
any Governmental Authority or any award of any arbitrator of any kind, and those
arising under any agreement, commitment or undertaking, including in connection
with the enforcement of rights hereunder or thereunder.

Nasdaq” means Nasdaq Global [Select] Market.

“Permit” means any license, permit, approval, consent, certification,
franchise, registration or authorization which has been issued by or obtained from
any Governmental Authority.

“Person” means an individual, corporation, partnership, limited liability
company, association, trust or other entity or organization, including a
Governmental Authority.

“PLR” means the private letter ruling and any supplements thereto issued
by the IRS to ADS prior to and in connection with the Contribution, Distribution
Equity-for-Debt Exchange, Boot Purge and any related transactions.

“Record Date” means the close of business on [e], 2021, the date
determined by the Board of Directors of ADS as the record date for the
Distribution.

“Restructuring” means the reorganization of certain businesses, assets
and liabilities of the ADS Group and the Loyalty Ventures Group to be completed
before the Distribution Time in accordance with the Restructuring Plan, including
the Contribution.

[“Restructuring Plan” means that certain [], attached hereto as Annex A]
“Securities Act” means the Securities Act of 1933.

“Subsidiary” means, with respect to any Person, any other entity of which
securities or other ownership interests having ordinary voting power to elect a
majority of the board of directors or other persons performing similar functions
are at the time directly or indirectly owned by such Person.

“Tax” or “Taxes” has the meaning set forth in the Tax Matters
Agreement.

12
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“Tax Benefit” has the meaning set forth in the Tax Matters Agreement.

“Tax Matters Agreement” means the Tax Matters Agreement dated as of
the date hereof between ADS and Loyalty Ventures substantially in the form of

Exhibit B, as such agreement may be amended from time to time in accordance

with its terms.
“Tax Opinion” has the meaning set forth in the Tax Matters Agreement.

“Third Party” means any Person that is not a member or an Affiliate of
the Loyalty Ventures Group or the ADS Group.

“Transition Services Agreement” means the Transition Services
Agreement dated as of the date hereof between ADS and Loyalty Ventures
substantially in the form of Exhibit C, as such agreement may be amended from
time to time in accordance with its terms.

(b)  Each of the following terms is defined in the Section set forth
opposite such term:

Term Section
ADILC Recitals
ADS Preamble
ADS Assumed Actions 4.02(b)
ADS Claims-Made Policies 4.10(b)
ADS Common Stock Recitals
ADS Designee 2.03(a)
ADS Group Privileged Materials 4.07(e)
ADS Indemnitees 5.02(a)
ADS Insurance Policies 4.10(a)
ADS Loss Discovered-Policies 4.10(b)
ADS Occurrence-Based Policy 4.10(b)
ADS Shared Policies 4.10(b)
Agreement Preamble
Amended and Restated Bylaws 2.02(c)
Amended and Restated Certificate of Incorporation 2.02(c)
Boot Purge Recitals
Cash Proceeds Recitals
Claim 5.04(a)
Code Recitals
Contribution Recitals
Disposing Party 4.05
Distribution Recitals
Guarantee 2.09
Indemnified Party 5.04(a)
Indemnifying Party 5.04(a)

13
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Term Section
Intercompany Accounts 2.06
Loyalty Ventures Preamble
Loyalty Ventures Assumed Actions 4.02(a)
Loyalty Ventures Common Stock Recitals
Loyalty Ventures Designee 2.03(a)
Loyalty Ventures Facilities 1.01(a)
Loyalty Ventures Indemnitees 5.03(a)
Patent Rights 1.01(a)
Pre-Distribution Time Communications 4.07(e)
Prior Company Counsel 4.07(d)
Privileged Information 4.07(a)
Privileges 4.07(a)
Post-Distribution Insurance Arrangements 4.10(a)
Receiving Party 4.05
Released Parties 5.01(a)
Representatives 4.06
Restructuring Agreements 2.04
Third Party Claim 5.04(b)
Trademarks 1.01(a)

Section 1.02. Interpretation. (i) In this Agreement, unless the context
clearly indicates otherwise:

(1))  words used in the singular include the plural and words
used in the plural include the singular;

(ii1))  references to any Person include such Person’s successors
and assigns but, if applicable, only if such successors and assigns are
permitted by this Agreement;

(iv)  except as otherwise clearly indicated, reference to any
gender includes the other gender;

99 Ces

(v)  the words “include,” “includes” and “including” shall be
deemed to be followed by the words “without limitation”;

(vi)  reference to any Article, Section, Exhibit or Schedule
means such Article or Section of, or such Exhibit or Schedule to, this
Agreement, as the case may be, and references in any Section or definition
to any clause means such clause of such Section or definition;

(vii)  the words “herein,” “hereunder,” “hereof,” “hereto” and
words of similar import shall be deemed references to this Agreement as a
whole and not to any particular Section or other provision hereof;

14
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(viii)  reference to any agreement, instrument or other document
means such agreement, instrument or other document as amended,
supplemented and modified from time to time to the extent permitted by
the provisions thereof and by this Agreement;

(ix)  reference to any law (including statutes and ordinances)
means such law (including all rules and regulations promulgated
thereunder) as amended, modified, codified or reenacted, in whole or in
part, and in effect at the time of determining compliance or applicability;

(x) relative to the determination of any period of time, “from”
means “from and including,” “to” means “to and including” and “through”
means “through and including”;

(xi) the titles to Articles and headings of Sections contained in
this Agreement have been inserted for convenience of reference only and
shall not be deemed to be a part of or to affect the meaning or
interpretation of this Agreement;

(xi1)  unless otherwise specified in this Agreement, all references
to dollar amounts herein shall be in respect of lawful currency of the
United States; and

(xiii)  any capitalized term used in an Exhibit or Schedule but not
otherwise defined therein shall have the meaning set forth in this
Agreement.

ARTICLE 2
PRIOR TO THE DISTRIBUTION

[HC21]: In the Form 10 a
reference to Notice of

On or prior to the Distribution Date: et A T, 60 e

we mailing the Information

. . Statement to all? If not,
Section 2.01. Information Statement; Listing. ADS shall mail (or shall please correct here and in

have mailed) the Information Statement to the holders of ADS Common Stock as /=<ion 2010
of the Record Date. ADS and Loyalty Ventures shall take (or shall have taken) all

such actions as may be necessary or appropriate under the securities or blue sky

laws of states or other political subdivisions of the United States and shall use

commercially reasonable efforts to comply with all applicable foreign securities

laws in connection with the transactions contemplated by this Agreement and the

Ancillary Agreements. ADS and Loyalty Ventures shall prepare, file and pursue

(or shall have prepared, filed and pursued) an application to permit listing of the

Loyalty Ventures Common Stock on-the Nasdag.

Section 2.02. Restructuring and Other Actions prior to the Distribution
Time.

15
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(a)  Restructuring. The Restructuring shall have been consummated on
or prior to the Distribution Time, including (i) the entry by Loyalty Ventures into
the Loyalty Ventures Financing Arrangements and (ii) the Contribution, including
the transfer by Loyalty Ventures of a portion of the preeeeds-efCash Proceeds
from the Loyalty Ventures Financing Arrangements to ADILC in partial
consideration for the stock of Loyalty VenturersVentures First-Tier Subsidiaries.

(b)  Amended and Restated Certificate of Incorporation and Amended
and Restated Bylaws. (i) ADS and Loyalty Ventures shall each take (or shall have

taken) all necessary action that may be required to provide for the adoption by
Loyalty Ventures of an amended and restated certificate of incorporation of
Loyalty Ventures substantially in the form of Exhibit D (the “Amended and
Restated Certificate of Incorporation”), and amended and restated bylaws of
Loyalty Ventures, substantially in the form of Exhibit E (the “Amended and
Restated Bylaws”), and (i1) Loyalty Ventures shall file (or shall have filed) the
Amended and Restated Certificate of Incorporation of Loyalty Ventures with the
Secretary of State of the State of Delaware.

(c)  The Distribution Agent. ADS shall enter (or shall have entered) into
a distribution agent agreement with the Distribution Agent or otherwise provide
instructions to the Distribution Agent regarding the Distribution.

(d)  Satisfying Conditions to the Distribution. ADS and Loyalty
Ventures shall cooperate (or shall have cooperated) to cause the conditions to the

Distribution set forth in Section 3.01 to be satisfied (or waived by ADS) and to
effect the Distribution at the Distribution Time upon such satisfaction (or waiver
by ADS).

Section 2.03. Transfers of Certain Other Assets and Liabilities. Unless
otherwise provided in this Agreement or in any Ancillary Agreement and to the
extent not previously effected in accordance with Section 2.02(a), effective as of
the Distribution Time:?

(a)  ADS hereby agrees, and hereby causes the relevant member of the
ADS Group, to assign, contribute, convey, transfer and deliver (or shall have
assigned, contributed, conveyed, transferred and delivered) to Loyalty Ventures or
any member of the Loyalty Ventures Group as of the Distribution Time designated
by Loyalty Ventures (a “Loyalty Ventures Designee”) all of the right, title and
interest of ADS or such member of the ADS Group in and to all of the Loyalty
Ventures Assets, if any, held by any member of the ADS Group, and ADS and
Loyalty Ventures hereby agree, and hereby cause the relevant member of the
Loyalty Ventures Group, to assign, contribute, convey, transfer and deliver to
ADS or any member of the ADS Group as of the Distribution Time designated by
ADS (a “ADS Designee”) all of the right, title and interest of Loyalty Ventures or

? Note to Draft: If there are any overlapping/shared assets or contracts that need to be separated, to

discuss how best to address these. Best identified by Julie McLaughlin and Todd Holcomb?
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such member of the Loyalty Ventures Group in and to all of the ADS Assets, if
any, held by any member of the Loyalty Ventures Group; and

(b)  ADS hereby agrees, and hereby causes the relevant member of the
ADS Group, to assign, transfer and deliver (or shall have assigned, transferred and
delivered) to Loyalty Ventures, and Loyalty Ventures, on behalf of itself or such
Loyalty Ventures Designee, hereby accepts, assumes and agrees to perform,
discharge and fulfill, all of the Loyalty Ventures Liabilities, if any, to the extent
such Loyalty Ventures Liabilities would otherwise remain obligations of any
member of the ADS Group, and ADS and Loyalty Ventures hereby agree, and
hereby cause the relevant member of the Loyalty Ventures Group, to assign,
transfer and deliver (or shall have assigned, transferred and delivered) to ADS,
and ADS, on behalf of itself or such ADS Designee, hereby accepts, assumes and
agrees to perform, discharge and fulfill, all of the ADS Liabilities, if any, to the
extent such ADS Liabilities would otherwise remain obligations of any member of
the Loyalty Ventures Group.

(c)  To the extent any assignment, contribution, conveyance, transfer,
delivery or assumption of any asset or Liability of either Group as of the
Distribution Time is not effected in accordance with this Section 2.03 as of the
Distribution Time for any reason (including as a result of the failure of the parties
to identify it as being required to be transferred pursuant to this Section 2.03, but
subject to Section 2.04), the relevant party shall use all commercially reasonable
efforts to effect such transfer as promptly thereafter as practicable.

Section 2.04. Restructuring Agreements. The transfers of the various
entities and the contribution, assignment, transfer, conveyance and delivery of the
assets and the acceptance and assumption of the Liabilities contemplated by
Section 2.03 and the Restructuring Plan will be effected, in certain cases, pursuant
to one or more asset transfer agreements, share transfer agreements, business
transfer agreements, certificates of merger and other agreements and instruments
(the “Restructuring Agreements”); provided that, in each case, it is intended that
the Restructuring Agreements shall serve purely to effect (x) the legal transfer of
the Loyalty Ventures Assets or ADS Assets to the Loyalty Ventures Group or the
ADS Group, as applicable, in accordance with the Restructuring Plan or as
contemplated pursuant to Section 2.03 and (y) the acceptance and assumption of
the Loyalty Ventures Liabilities or the ADS Liabilities by a member of the Loyalty
Ventures Group or the ADS Group, as applicable, in each case, in accordance
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JA

determined-by-ADS-in-tssele-diseretion| Notwithstanding anything in any
Restructuring Agreement to the contrary, neither ADS nor any member of the
ADS Group, on the one hand, nor Loyalty Ventures nor any member of the
Loyalty Ventures Group, on the other hand, shall commence, bring or otherwise

initiate any Action under any Restructuring Agreement.

Section 2.05. Agreement Relating to Consents Necessary to Transfer
Assets and Liabilities. Notwithstanding any provision of this Agreement to the
contrary, this Agreement shall not constitute an agreement to transfer or assign
any asset (including any Contract) or any claim or right or any benefit arising
thereunder or resulting therefrom, or to assume any Liability, if such transfer,
assignment, or assumption without the consent of a Third Party or a
Governmental Authority, would result in a breach, or constitute a default (or an
event which, with the giving of notice or lapse of time, or both, would become a
default), under any Contract or would otherwise adversely affect the rights of a
member of the ADS Group or the Loyalty Ventures Group thereunder. ADS and
Loyalty Ventures will use their respective commercially reasonable efforts to
obtain the consent of any Third Party (including any Governmental Authority), if
any, required in connection with the transfer, assignment or assumption pursuant
to Section 2.03 of any such asset or any such claim or right or benefit arising
thereunder or to the assumption of any Liability; provided that in no event shall
any member of a Group have any Liability whatsoever to any member of the other
Group for any failure to obtain any such consent. If and when such consent is
obtained, such transfer, assignment and/or assumption shall be effected in
accordance with the terms of this Agreement and/or the applicable Ancillary
Agreement. During the period in which any transfer, assignment or assumption is
delayed pursuant to this Section 2.05 as a result of the absence of a required
consent, the party (or relevant member in its Group) retaining such asset, claim or
right shall thereafter hold (or shall cause such member in its Group to hold) such
asset, claim or right for the use and benefit of the party (or relevant member in its
Group) entitled thereto (at the expense of the Person entitled thereto) and the party
intended to assume an such Liability shall, or shall cause the applicable member
of its Group to, pay, hold harmless or reimburse the party (or the relevant member
of its Group) retaining such Liability for all amounts paid, incurred in connection
with or arising out of the retention of such Liability. In addition, the party
retaining such asset, claim or right, or such Liability (or relevant member of its
Group) shall (or shall cause such member in its Group to) treat, insofar as
reasonably possible and to the extent permitted by Applicable Law, such asset,
claim or right, or such Liability, in the ordinary course of business in accordance
with past practice and take such other actions as may be reasonably requested by
the party to which such asset, claim or right, or such Liability, is to be transferred
or assumed in order to place such party, insofar as reasonably possible, in the
same position as if such asset, claim or right, or such Liability, had been
transferred or assumed on or prior to the Distribution Time as contemplated
hereby and so that all the benefits and burdens relating to such asset, claim or
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right, or such Liability, including possession, use, risk of loss, potential for gain,

and dominion, control and command over such asset, claim or right, or such

Liability, are to inure from and after the Distribution Time to the relevant member

of the ADS Group or the Loyalty Ventures Group, as the case may be, entitled to

the receipt of such asset, claim or right, or required to assume such Liability. [HC25]: Lauralulie—Need-

Section 2.06. Qntercompany Accounti The parties shall use commercially

reasonable efforts to settle on or prior to the Distribution Date (to the extent
practicable), all intercompany receivables, payables and other balances, in each
case, that arise prior to the Distribution Time between members of the ADS
Group, on the one hand, and members of the Loyalty Ventures Group, on the other

hand (“Intercompany Accounts”), by way of eapitatizationa contribution to_

capital or distributions from equity and/or one or more cash payments (whether or
not on a net basrs) in satrsfact1on of such amounts. —Fremaﬁdafter—th%

| [HC26]: NONE-to-report: |

Section 2.07. [ntercompany Agreements. (i) Except as set forth in Section
2.07(b), all Contracts between members of the ADS Group, on the one hand, and
members of the Loyalty Ventures Group, on the other hand, in effect immediately
prior to the Distribution are hereby agreed by ADS (on behalf of itself and each
member of the ADS Group) and by Loyalty Ventures (on behalf of itself and each
member of the Loyalty Ventures Group) to be terminated, cancelled and of no
further force and effect from and after the Distribution Time (including any
provision thereof that purports to survive termination) without any further
Liability to any party thereto.

ta&)-The provisions of Section 2.07(a) shall not apply to any of the
following Contracts: (ii) this Agreement and the Ancillary Agreements (and each
other Contract expressly contemplated by this Agreement or any Ancillary
Agreement (A) to be entered into by any of the parties hereto or any of the
members of their respective Groups or (B) to survive the Distribution Date); (iii)
any Contract to which any Person, other than solely the parties hereto and the

members of their respectrve Groups is a party; any-tatereompanyAecotntsto-the

Seetreﬁ—}%}—and (1V) the Contracts set forth on S chedule 2. 07(b)

Section 2.08. @ank Accounts; Cash Balancesl

[HC27]: Chesnut/Fusa—
b
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(a)  ADS and Loyalty Ventures shall, and shall cause the members of
their respective Group to, use commercially reasonable efforts such that, on or
prior to the Distribution Time, the ADS Group and the Loyalty Ventures Group
maintain separate bank accounts and separate cash management processes.
Without limiting the generality of the foregoing, ADS and Loyalty Ventures shall
use commercially reasonable efforts to, and shall cause the members of their
respective Groups to use commercially reasonable efforts to, effective prior to the
Distribution Time, (x) remove and replace the signatories of any bank or
brokerage account owned by Loyalty Ventures or any other member of the Loyalty
Ventures Group as of the Distribution Time with individuals designated by
Loyalty Ventures and (y) if requested by ADS, remove and replace the signatories
of any bank or brokerage account owned by ADS or any other member of the
ADS Group as of the Distribution Time with individuals designated by ADS.

(b)  With respect to any outstanding payments initiated by ADS, Loyalty
Ventures, or any of their respective Subsidiaries prior to the Distribution Time,
such outstanding payments shall be honored following the Distribution by the
Person or Group owning the account from which the payment was initiated.

(c)  Asbetween ADS and Loyalty Ventures (and the members of their
respective Groups) all payments received after the Distribution Date by either
party (or member of its Group) that relate to a business, asset or Liability of the

[HC28]: Chesnut/

other party (or member of its Group), shall be held by such party for the use and

benefit and at the expense of the party entitled thereto. Each party shall maintain
an accounting of any such payments, and the parties shall have a monthly
reconciliation, whereby all such payments received by each party are calculated |
and the net amount owed to ADS or Loyalty Ventures, as applicable, shall be paid “
over with a mutual right of set-off. If at any time the net amount owed to either |
party exceeds $£500,000}'°, an interim payment of such net amount owed shall be “

made to the party entitled thereto within five (5) Business Days of such amount

exceeding ${500,000}] Notwithstanding the foregoing, neither ADS nor Loyalty |
Ventures shall act as collection agent for the other party, nor shall either party act |
as surety or endorser with respect to non-sufficient funds checks or funds to be
returned in a bankruptcy or fraudulent conveyance action._Further ngtﬂithgtanging‘
he foregoing, treatment of Tax hall n he Tax Matter |

Agreement and shall not nsi in this reconciliation pr “

T

[HC30]: Since Loyalty
Ventures Inc. would be the

natural replacement and is
not able to "do business"”
and has no assets at this
time, this process will need

to be post-Distribution.
Lego (Brand Loyalty)
Moneris (AMRP)

351 King Street (ADSC as
Indemnitor)

Section 2.09. Replacement of Guarantees) ADS and Loyalty Ventures |
shall each use commercially reasonable efforts to, and shall cause the members of
their respective Groups to use commercially reasonable efforts to, effective as of
the Distribution Time, terminate or cause a member of the Loyalty Ventures
Group to be substituted in all respects for a member of the ADS Group with
respect to, and for the members of the ADS Group, as applicable, to be otherwise
removed or released from, all obligations of any member of the Loyalty Ventures
Group under any guarantee, surety bond, letter of credit, letter of comfort or
similar credit or performance support arrangement (each, a “Guarantee’), given

10 Note to Draft: ADS to confirm.
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or obtained by any member of the ADS Group for the benefit of any member of
the Loyalty Ventures Group or the LoyaltyOne Business. If ADS and Loyalty
Ventures have been unable to effect any such substitution, removal, release and
termination with respect to any such Guarantee as of the Distribution Time, then,
following the Distribution Time (a) the parties shall cooperate to effect such
substitution, removal, release and termination as soon as reasonably practicable
after the Distribution Time, (b) Loyalty Ventures and the members of the Loyalty
Ventures Group shall, from and after the Distribution Time, indemnify against,
hold harmless and promptly reimburse the members of the ADS Group for any
payments made by members of the ADS Group and for any and all Liabilities of
the members of the ADS Group arising out of, or in performing, in whole or in
part, any obligation under any such Guarantee, and (c) without the prior written
consent of ADS, no member of the Loyalty Ventures Group may renew, extend
the term of, increase any obligations under, or transfer to a third Person, any
Liability for which any member of the ADS Group is or might be liable pursuant
to an applicable Guarantee unless such Guarantee, and all applicable obligations
of the members of the ADS Group with respect thereto, are thereupon terminated
pursuant to documentation reasonably acceptable to ADS.!!

Section 2.10. Further Assurances and Consents. In addition to the actions
specifically provided for elsewhere in this Agreement, each of the parties hereto
shall use its commercially reasonable efforts to take, or cause to be taken, all
actions, and to do, or cause to be done, all things, reasonably necessary, proper or
advisable under Applicable Law or applicable agreements or otherwise to
consummate and make effective any transfers of assets, assignments and
assumptions of Liabilities and any other transactions contemplated hereby,
including using its commercially reasonable efforts to obtain any consents and
approvals and to make any filings and applications necessary or desirable in order
to consummate the transactions contemplated by this Agreement; provided that in
no event shall any member of a Group have any Liability whatsoever to any
member of the other Group for any failure to obtain any such consent or approval.

ARTICLE 3
DISTRIBUTION

Section 3.01. Conditions Precedent to Distribution. (a) In no event shall
the Distribution occur unless each of the following conditions shall have been
satisfied (or waived by ADS in its sole discretion):

(1)  the Restructuring shall have been completed, including the
consummation of the Loyalty Ventures Financing Arrangements and the
Contribution, including the transfer by Loyalty Ventures of a portion of the
proeeceedsCash Proceeds of the Loyalty Ventures Financing Arrangements

' Note to Draft: Subject to review and discussion of any outstanding guarantees between the
Loyalty Ventures Group and the ADS Group.
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to ADILC in partial consideration for the stock of Loyalty Ventures
First-Tier Subsidiaries;

(i1))  the Board of Directors of ADS shall have approved the
Distribution and shall not have abandoned the Distribution or terminated
this Agreement at any time prior to the Distribution;

(ii1))  the Form 10 shall have been filed with the Commission and
declared effective by the Commission, no stop order suspending the
effectiveness of the Form 10 shall be in effect, no proceedings for such
purpose shall be pending before or threatened by the Commission, and the
Information Statement shall have been mailed to holders of the ADS
Common Stock as of the Record Datd;

(iv)  all actions and filings necessary or appropriate under
applicable federal, state or foreign securities or “blue sky” laws and the
rules and regulations thereunder shall have been taken and, where
applicable, become effective or been accepted;

(v)  the Loyalty Ventures Common Stock to be delivered in the
Distribution shall have been approved for listing on-the Nasdaq, subject to
official notice of issuance;

(vi)  the Board of Directors of Loyalty Ventures, as named in the|
Information Statement, shall have been duly appointed, and the Amended
and Restated Certificate of Incorporation and the Amended and Restated
Bylaws, each in substantially the form filed as an exhibit to the Form 10,
shall be in effect;

(vil)  each of the Ancillary Agreements shall have been duly
executed and delivered by the parties thereto;

(viii)  ADS shall have received the PLR and Tax Opinion (neither
of which shall have been revoked or modified in any material respect),
both of which are reasonably satisfactory to ADS ;

(ix)  9no Applicable Law shall have been adopted,
promulgated or issued, and be in effect, that prohibits the consummation
of the Distribution or any of the other transactions contemplated hereby;
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(x) {xirany material governmental approvals and consents and
any material permits, registrations and consents from Third Parties, in each
case, necessary to effect the Distribution and to permit the operation of the_
Loyalty Ventures Group and the LoyaltyOne Business after the
Distribution Date substantially as it is conducted at the date hereof shall
have been obtained; and

(xi)  xino event or development shall have occurred or exist
that, in the judgment of the Board of Directors of ADS, in its sole
discretion, makes it inadvisable to effect the Distribution or the other
transactions contemplated hereby.

(b) Each of the conditions set forth in this Section 3.01(a) is for the
sole benefit of ADS and shall not give rise to or create any duty on the part of
ADS or its Board of Directors to waive or not to waive any such condition or to
effect the Distribution, or in any way limit ADS’s rights of termination as set forth
in Section 6.11 or alter the consequences of any termination from those specified
in Section 6.11. Any determination made by ADS on or prior to the Distribution
concerning the satisfaction or waiver of any or all of the conditions set forth in
this Section 3.01 shall be conclusive and binding on the parties and all other
affected Persons.

Section 3.02. The Distribution. (a) ADS shall, in its sole discretion,
determine the Distribution Date and all terms of the Distribution, including the
timing of the consummation of all or part of the Distribution. ADS may, at any
time and from time to time until the consummation of the Distribution, modify or
change the terms of the Distribution including by accelerating or delaying the
timing of the consummation of all or part of the Distribution. For the avoidance
of doubt, nothing in this Agreement shall in any way limit ADS’s right to
terminate this Agreement or the Distribution as set forth in Section 6.11 or alter
the consequences of any such termination from those specified in Section 6.11.

(b)  Subject to the terms and conditions set forth in this Agreement, (i)
on or prior to the Distribution Date, ADS shall take such steps as are reasonably
necessary or appropriate to permit the Distribution by the Distribution Agent of
validly issued, fully paid and non-assessable shares of Loyalty Ventures Common
Stock, registered in book-entry form through the registration system, (ii) the
Distribution shall be effective at the Distribution Time, and (iii) subject to Section
3.03, ADS shall instruct the Distribution Agent to distribute, on or as soon as
practicable after the Distribution Date, to each holder of record of ADS Common
Stock as of the Record Date, by means of a pro rata dividend, one share of
Loyalty Ventures Common Stock for every [e] shares of ADS Common Stock so
held. Following the Distribution Date, Loyalty Ventures agrees to provide all
book-entry transfer authorizations for shares of Loyalty Ventures Common Stock
that ADS or the Distribution Agent shall require (after giving effect to Sections
3.03 and 3.04) in order to effect the Distribution.
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(c)  Within three (3) Business Days following the ggmplgtlgn of the

I i in tin211 fth AD Amn anR tat 1tAr mnt
as amended through July 9, 2021,

@ (c—}Wlthm thlrty (3 0) days followmg the D*S%F}bﬂ—ﬁeﬂm

Mgm ADS shall use the Cash Proceeds to repay er—repu—rehas&
certain of its debt fremowed to third-party lenders, Further, ADS may complete

thean Equity-for-Debt Exchange within one year of the Distribution.

Section 3.03. Fractional Shares. No fractional shares of Loyalty Ventures
Common Stock will be distributed in the Distribution. The Distribution Agent
will be directed to determine (based on the aggregate number of shares held by
each holder) the number of whole shares and the fractional share of Loyalty
Ventures Common Stock allocable to each holder of ADS Common Stock as of
the Record Date. Upon the determination by the Distribution Agent of such
numbers of whole shares and fractional shares, as soon as practicable on or after
the Distribution Date, the Distribution Agent, acting on behalf of the holders
thereof, shall aggregate the fractional shares into whole shares and shall sell the
whole shares obtained thereby for cash on the open market (with the Distribution
Agent, in its sole discretion, determining when, how and through which
broker-dealer(s) and at which price(s) to make such sales) and shall thereafter

promptly distribute to each such holder entitled thereto (pro rata based on the
fractional share such holder would have been entitled to receive in the
Distribution) the resulting aggregate cash proceeds, after making appropriate

deductions of the amounts required to be withheld for United States federal
income tax purposes, if any, and after deducting an amount equal to all brokerage
fees and commissions, transfer taxes and other costs attributed to the sale of
shares pursuant to this Section 3.03. Neither ADS nor Loyalty Ventures will be
required to guarantee any minimum sale price for the fractional shares. Recipients
of cash in lieu of fractional shares will not be entitled to any interest on the
amounts of payments made in lieu of fractional shares.

Section 3.04. NO REPRESENTATIONS OR WARRANTIES. EXCEPT AS
EXPRESSLY SET FORTH HEREIN OR IN ANY OTHER DISTRIBUTION
DOCUMENT, NO MEMBER OF EITHER GROUP MAKES ANY
REPRESENTATION OR WARRANTY OF ANY KIND WHATSOEVER,
EXPRESS OR IMPLIED, TO ANY MEMBER OF THE OTHER GROUP OR
ANY OTHER PERSON WITH RESPECT TO ANY OF THE TRANSACTIONS
OR MATTERS CONTEMPLATED HEREBY (INCLUDING WITH RESPECT
TO THE BUSINESS, ASSETS, LIABILITIES, CONDITION OR PROSPECTS
(FINANCIAL OR OTHERWISE) OF, OR ANY OTHER MATTER
INVOLVING, EITHER BUSINESS, OR THE SUFFICIENCY OF ANY
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ASSETS TRANSFERRED OR LICENSED TO THE APPLICABLE GROUP,
OR THE TITLE TO ANY SUCH ASSETS, OR THAT ANY REQUIREMENTS
OF APPLICABLE LAW ARE COMPLIED WITH RESPECT TO THE
RESTRUCTURING OR THE DISTRIBUTION). EXCEPT AS EXPRESSLY
SET FORTH HEREIN OR IN ANY OTHER DISTRIBUTION DOCUMENT,
EACH MEMBER OF EACH GROUP SHALL TAKE ALL OF THE BUSINESS,
ASSETS AND LIABILITIES TRANSFERRED OR LICENSED TO OR
ASSUMED BY IT PURSUANT TO THIS AGREEMENT OR ANY
DISTRIBUTION DOCUMENT ON AN “AS IS, WHERE IS” BASIS, AND ALL
IMPLIED WARRANTIES OF MERCHANTABILITY, FITNESS FOR A
SPECIFIC PURPOSE OR OTHERWISE ARE HEREBY EXPRESSLY
DISCLAIMED.

ARTICLE 4
(COVENANTS

[HC40]: We need to add a
covenant here related to
what Loyalty Ventures
needs as a public reporting
company from ADS as a
significant service provider

- 3 options consulted on
with Deloitte have been
provided to Julie
McLaughlin for

consideration.

Section 4.01. Books and Records; Access to Information. (i) To the
extent not previously transferred in accordance with Section 2.02(a) or Section
2.03, from and after the Distribution Date, ADS shall, and shall cause the
members of the ADS Group to, deliver to Loyalty Ventures or any Loyalty
Ventures Designee any books and records that are Loyalty Ventures Assets (or
copies of relevant portions thereof if such books and records contain information
not related to the Lovalty Ventures Group or the [LoyaltyOne Business) found to
be in the possession of ADS or any member of the ADS Group in accordance with
the applicable terms of the Transition Services Agreement and the applicable
schedules thereto; provided that without limiting any express delivery
requirements under this Section 4.01(a) and the terms of the Transition Services
Agreement, neither ADS nor any member of the ADS Group shall be required to
conduct any general search or investigation of its files for such books and records
other than with respect to Commercial Data. Notwithstanding anything in this
Agreement to the contrary, ADS shall not transfer or otherwise disclose or deliver
to Loyalty Ventures any confidential supervisory information (including
confidential supervisory information as identified in 12 C.F.R. § 309.5(g)(8)) of a
U.S. federal or state Governmental Authority or any information the disclosure of
which by ADS is prohibited by Applicable Law.

(b)  Without limiting the express delivery requirements of Section
4.01(a) or any Ancillary Agreement, for a period of seven !? years after
completion of the PistributienDateTransition Services Agreement, each Group
shall afford promptly the other Group and its agents and, to the extent required by
Applicable Law, authorized representatives of any Governmental Authority of
competent jurisdiction, reasonable access (which shall include, to the extent
reasonably requested, the right to make copies) during normal business hours to
its books of account, financial and other records (including accountant’s work

12 Note to Draft: ADS to confirm.
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papers, to the extent any required consents have been obtained), information
(excluding any Commercial Data), employees and auditors to the extent necessary
or useful for such other Group in connection with any audit, investigation, dispute
or litigation, complying with their obligations under this Agreement or any
Ancillary Agreement, any regulatory proceeding, any regulatory filings,
complying with reporting disclosure requirements or any other requirements
imposed by any Governmental Authority or any other reasonable business purpose
of the Group requesting such access; provided that (i) any such access shall not
unreasonably interfere with the conduct of the business of the Group providing
such access and (i1) if any party reasonably determines that affording any such
access to the other party would be commercially detrimental in any material
respect or violate any Applicable Law or agreement to which such party or
member of its Group is a party, or waive any Privilege applicable to such party or
any member of its Group, the parties shall use commercially reasonable efforts to
permit the compliance with such request in a manner that avoids any such harm or
consequence.

(c) fWithout limiting the express delivery requirements of Section

4.01(a) or any Ancillary Agreement, to the extent permittedundernot prohibited
by Applicable Law, untithrough the endterm of the first-full boyalty Ventures-
fiseal-year-oceurring-after the DistributienDateTransition Services Agreement

(and for a reasonable period of time afterwards as required for each party to
prepare consolidated financial statements or complete a financial statement audit
for the fiscal year during which the DistributionDate-oceursADS provides
services to Loyalty Ventures under the Transition Services Agreement), each party
shall use its commercially reasonable efforts to cooperate with the other party’s
information requests (other than with respect to any Commercial Data) to enable
(1) the other party to meet its timetable for dissemination of its earnings releases,
financial statements and management’s assessment of the effectiveness of its
disclosure controls and procedures and its internal control over financial reporting
in accordance with Items 307 and 308, respectively, of Regulation S-K
promulgated under the Exchange Act; and (ii) the other party’s auditors timely to
complete their review of the quarterly financial statements and audit of the annual
financial statements, including, to the extent applicable to such party, its auditor’s
audit of its internal control over financial reporting and management’s assessment
thereof in accordance with Section 404 of the Sarbanes-Oxley Act of 2002, the
SEC’s and Public Company Accounting Oversight Board’s rules and auditing
standards thereunder and any other Applicable Laws.}'"3

Section 4.02. Litigation Cooperation. (1) Effective as of the Distribution
Time, the applicable member of the Loyalty Ventures Group shall assume and
thereafter be responsible for all Liabilities of either Group that may result from the
Loyalty Ventures Assumed Actions and, subject to Section 5.04(c), all Liabilities
and fees and costs relating to the defense of the Loyalty Ventures Assumed
Actions, including attorneys’, accountants’, consultants’ and other professionals’

13 Note to Draft: To discuss whether any additional financial information should be included for
purposes of satisfying ADS’s public reporting and financial statement preparation.
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fees and expenses that have been incurred prior to the Distribution Time and are
unpaid as of the Distribution Time, or, that are incurred on or after the

Distribution Time. “Loyalty Ventures Assumed Actions” means (x) those

Actions primarily related to the_Lovalty Ventures Group or the LoyaltyOne

Business, including those in which any member of the ADS Group or any

[HC41]: Joe—Is-there-
capturcs-already-those
P

Affiliate of a member of the ADS Group is a defendant or a party against whom |
the claim or investigation is directed that are primarily related to the Lovalty |

Ventures Group or the LoyaltyOne Business, [(y) those Actions set forth on ;‘
Schedule 4.02( a!(ii and (x) all Actions that Loyalty Ventures has elected to I

[HC42]: Not understanding
what is to go here that
wouldn't go on Schedule
4.02(b) - it belongs to one
group or the other?

control the defense of as the Indemnifying Party pursuant to Section 5.04(b)[, but

| [HC43]: Joe—Anything-
| ADS keeps —sce tootnotc:

excluding those Actions set forth on Schedule 4.02(a)(ii). J'*) If any member of the
ADS Group has any rights or claims against a Third Party insurer or other Third
Party in connection with or relating to any Loyalty Ventures Assumed Action,
such member shall, subject to Section 2.05, transfer and assign to the applicable
member of the Loyalty Ventures Group all such rights or claims and cooperate
with the Loyalty Ventures Group in connection with the enforcement and
collection thereof. For the avoidance of doubt, effective as of the Distribution
Time, Loyalty Ventures shall be entitled to all recovery, rights, claims, credits,
causes of action, payments, awards and rights of set-off, in each case, with respect
to the Loyalty Ventures Assumed Actions. ADS hereby agrees to transfer or pay,
and to cause any applicable member of the ADS Group to transfer or pay, to
Loyalty Ventures any such recovery, rights, claims, credits, causes of action,
payments, awards and rights of set-off as promptly as possible.

(b)  Effective as of the Distribution Time, the applicable member of the
ADS Group shall assume and thereafter be responsible for all Liabilities of either
Group that may result from the ADS Assumed Actions and, subject to Section
5.04(c), all fees and costs relating to the defense of the ADS Assumed Actions,
including attorneys’, accountants’, consultants’ and other professionals’ fees and
expenses that have been incurred prior to the Distribution Time and are unpaid as
of or after the Distribution Time, or, that are incurred on or after the Distribution
Time. “ADS Assumed Actions” means (x) those Actions primarily related to the
ADS Business, including those in which any member of Loyalty Ventures Group
or any Affiliate of a member of the Loyalty Ventures Group is a defendant or a
party against whom the claim or investigation is directed that are primarily related
to the ADS Business, (y) those Actions set forth on Schedule 4.02(b) and (z) all
Actions that ADS has elected to control the defense of as the Indemnifying Party
pursuant to Section 5.04(b).!> If any member of the Loyalty Ventures Group has
any rights or claims against a Third Party insurer or other Third Party in
connection with or relating to any ADS Assumed Action, such member shall,
subject to Section 2.05, transfer and assign to the applicable member of the ADS
Group all such rights or claims and cooperate with the ADS Group in connection
with the enforcement and collection thereof. For the avoidance of doubt, effective
as of the Distribution Time, ADS shall be entitled to all recovery, rights, claims,
14 Note to Draft: ADS to confirm if there is litigation primarily relating to the LoyaltyOne Business

that should be retained by ADS.
15 Note to Draft: To discuss clause (z).
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credits, causes of action, payments, awards and rights of set-off, in each case, with
respect to the ADS Assumed Actions. Loyalty Ventures hereby agrees to transfer
or pay, and to cause any applicable member of the Loyalty Ventures Group to
transfer or pay, to ADS any such recovery, rights, claims, credits, causes of action,
payments, awards and rights of set-off as promptly as possible.

(c)  Each party agrees that, at all times from and after the Distribution
Time, if an Action relating primarily to its Business is commenced by a Third
Party naming a member of each Group as defendants thereto, such action shall be
deemed to be a Loyalty Ventures Assumed Action (in the case of an Action
primarily related to the Loyalty Ventures Group or the [.oyaltyOne Business) or an
ADS Assumed Action (in the case of an Action primarily related to the ADS
Business) and the party as to which the Action primarily relates shall use its
commercially reasonable efforts to cause the other party or member of its Group
to be removed from such Action.

(d)  The parties agree, that at all times from and after the Distribution
Time, if any Action is commenced by a Third Party naming a member of each
Group as a defendant thereto and the parties are not able to reasonably determine
whether such Action primarily relates to the Loyalty Ventures Group or the
LoyaltyOne Business or the ADS Business, then the parties shall cooperate in
good faith to determine which party and the members of its Group shall control
and be responsible for such Action in accordance with the terms of this Section
4.02, and the parties will consult to the extent necessary or advisable with respect
to such Action.

(e)  Each Group shall use commercially reasonable efforts to make
available to the other Group and its attorneys, accountants, consultants and other
designated representatives, upon written request, its directors, officers, employees
and representatives as witnesses, and shall otherwise cooperate with the other
Group, to the extent reasonably requested in connection with any Action arising
out of either Group’s Business prior to the Distribution Time in which the
requesting Group may from time to time be involved.

(f)  Notwithstanding the foregoing, this Section 4.02 shall not require
the party to whom any request pursuant to Section 4.02(e) has been made to make
available Persons or information if such party determines that doing so would, in
the reasonable good faith judgment of such party, reasonably be expected to result
in any violation of any Applicable Law or agreement or adversely affect its ability
to successfully assert a claim of Privilege under Applicable Law; provided, that
the parties shall use commercially reasonable efforts to cooperate in seeking to
find a way to permit compliance with such obligations to the extent and in a
manner that avoids such consequence.

Section 4.03. Reimbursement. Each Group providing information or
witnesses to the other Group or otherwise incurring any out-of-pocket expense in
connection with transferring books and records or otherwise cooperating under
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Section 4.01 or Section 4.02 shall be entitled to receive from the recipient thereof,
upon the presentation of invoices therefor, payment for all reasonable and
documented out-of-pocket costs and expenses (including outside attorney’s fees
but excluding reimbursement for general overhead, salary and employee benefits)
actually incurred in providing such access, information, witnesses or cooperation.

Section 4.04. Ownership of Information. All information owned by one
party (or a member of its Group) that is provided to the other party (or a member
of its Group) under Section 4.01 or Section 4.02 shall be deemed to remain the
property of the providing party. Unless specifically set forth herein or in any
Ancillary Agreement, nothing contained in this Agreement shall be construed to
grant or confer rights of license or otherwise in any such information.

Section 4.05. Retention of Records. Except as otherwise required by
Applicable Law or agreed to in writing, each party shall, and shall cause the

members of its Group to, retain any and all information in its possession or [HC44]: No need to define
control relating to the other Group’s Business in accordance with the document a-random-date—use records-

retention practices of ADS as in effect as of the date hereof] Neither party shall
destroy, or permit the destruction, or otherwise dispose, or permit the disposal, of
any such information, subject to such retention practice, unless, prior to such
destruction or disposal, the party proposing (or whose Group member is
proposing) such destruction or disposal (the “Disposing Party”) provides not less
than 30 days’ prior written notice to the other party (the “Receiving Party”),
specifying the information proposed to be destroyed or disposed of and the
scheduled date for such destruction or disposal. If the Receiving Party shall
request in writing prior to the scheduled date for such destruction or disposal that
any of the information proposed to be destroyed or disposed of be delivered to the
Receiving Party, the Disposing Party shall promptly arrange for the delivery of
such of the information as was requested at the expense of the Receiving Party;
provided that, if the Disposing Party reasonably determines that any such
provision of information would violate any Applicable Law or agreement to
which such party or member of its Group is a party, or waive any Privilege
applicable to such party or any member of its Group, the parties shall use
commercially reasonable efforts to permit the prompt compliance with such
request in a manner that avoids any such harm or consequence. Any records or
documents that were subject to a litigation hold prior to the Distribution Date
must be retained by the applicable party until such party or member of its Group is
notified by the other party that the litigation hold is no longer in effect.

Section 4.06. Confidentiality. Each party acknowledges that it or a
member of its Group may have in its possession, and, in connection with this
Agreement and the Ancillary Agreements, may receive, Confidential Information
of the other party or any member of its Group (including information in the
possession of such other party relating to its clients or customers). Each party
shall hold and shall cause its directors, officers, employees, agents, consultants
and advisors (“Representatives”) and the members of its Group and their
Representatives to hold in strict confidence and not to use, except as permitted by
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this Agreement, or any Ancillary Agreement all such Confidential Information
concerning the other Group unless (i) such party or any of the members of its
Group or its or their Representatives is compelled to disclose such Confidential
Information by judicial or administrative process or by other requirements of
Applicable Law or (ii) such Confidential Information can be shown to have been
(ii1) in the public domain through no fault of such party or any of the members of
its Group or its or their Representatives, (iv) lawfully acquired after the
Distribution Date on a non-confidential basis from other sources not known by
such party to be under any legal obligation to keep such information confidential
or (v) developed by such party or any of the members of its Group or its or their
Representatives without the use of any Confidential Information of the other
Group. Notwithstanding the foregoing, such party or member of its Group or its
or their Representatives may disclose such Confidential Information to the
members of its Group and its or their Representatives so long as such Persons are
informed by such party of the confidential nature of such Confidential Information
and are directed by such party to treat such information confidentially. The
obligation of each party and the members of its Group and its and their
Representatives to hold any such Confidential Information in confidence shall be
satisfied if they exercise the same level of care with respect to such Confidential
Information as they would with respect to their own proprietary information. If
such party or any of a member of its Group or any of its or their Representatives
becomes legally compelled to disclose any documents or information subject to
this Section 4.06, such party will promptly notify the other party and, upon
request, use commercially reasonable efforts to cooperate with the other party’s
efforts to seek a protective order or other remedy. If no such protective order or
other remedy is obtained or if the other party waives in writing such party’s
compliance with this Section 4.06, such party or the member of its Group or its or
their Representatives may furnish only that portion of the information which it
concludes, after consultation with counsel, is legally required to be disclosed and
will exercise its commercially reasonable efforts to obtain reliable assurance that
confidential treatment will be accorded such information. Each party agrees to be
responsible for any breach of this Section 4.06 by it, the members of its Group and
its and their Representatives.

Section 4.07. Privileged Information. (1) The parties acknowledge that
members of the ADS Group, on the one hand, and members of the Loyalty
Ventures Group, on the other hand, may possess documents or other information
regarding the other Group that is or may be subject to the attorney-client privilege,
the work product doctrine or common interest privilege (collectively,
“Privileges”; and such documents and other information collectively, the
“Privileged Information™). Each party agrees to use commercially reasonable
efforts to protect and maintain, and to cause their respective Affiliates to protect
and maintain, any applicable claim to Privilege in order to prevent any of the other
Group’s Privileged Information from being disclosed or used in a manner
inconsistent with such Privilege without the other party’s consent. Without
limiting the generality of the foregoing, a party and its Affiliates shall not, without
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the other party’s prior written consent, (i) waive any Privilege with respect to any
of the other party’s or any member of its Group’s Privileged Information, (ii) fail
to defend any Privilege with respect to any such Privileged Information, or (iii)
fail to take any other actions reasonably necessary to preserve any Privilege with
respect to any such Privileged Information.

(b)  Upon receipt by a party or any member of such party’s Group of any
subpoena, discovery or other request that calls for the production or disclosure of
Privileged Information of the other party or a member of its Group, such party
shall promptly notify the other party of the existence of the request and shall
provide the other party a reasonable opportunity to review the information and to
assert any rights it or a member of its Group may have under this Section 4.07 or
otherwise to prevent the production or disclosure of such Privileged Information.
Each party agrees that neither it nor any member of its Group will produce or
disclose any information that may be covered by a Privilege of the party or a
member of its Group under this Section 4.07 unless (A) the other party has
provided its written consent to such production or disclosure (which consent shall
not be unreasonably withheld) or (B) a court of competent jurisdiction has entered
an order finding that the information is not entitled to protection under any
applicable Privilege or otherwise requires disclosure of such information.

(©) In the event that any member of the ADS Group and any member
of the Loyalty Ventures Group cooperate in the mutual defense of any Third Party
Claim, such cooperation shall not constitute a waiver or qualification of such
party’s right to assert and defend any applicable claim to Privilege.

(d Each of the ADS Group and the Loyalty Ventures Group covenants
and agrees that, following the Distribution Time, Davis Polk & Wardwell LLP or
any other internal or external legal counsel currently representing the Loyalty
Ventures Group (each a “Prior Company Counsel”) may serve as counsel to the
ADS Group and its Affiliates in connection with any matters arising under or
related to this Agreement or the transactions contemplated by this Agreement or
any Ancillary Agreement, including with respect to any litigation, Claim or
obligation arising out of or related to this Agreement or any Ancillary Agreement
or the transactions contemplated by this Agreement or any Ancillary Agreement,
notwithstanding any representation by the Prior Company Counsel prior to the
Distribution Time. The ADS Group and the Loyalty Ventures Group hereby
irrevocably (i) waive any Claim they have or may have that a Prior Company
Counsel has a conflict of interest or is otherwise prohibited from engaging in such
representation and (ii) covenant and agree that, in the event that a dispute arises
after the Distribution Time between the Loyalty Ventures Group (or any of its
Affiliates) and the ADS Group (or any of its Affiliates), Prior Company Counsel
may represent any member of the ADS Group and any Affiliates thereof in such
dispute even though the interests of such Person(s) may be directly adverse to the
Loyalty Ventures Group and even though Prior Company Counsel may have
represented the Loyalty Ventures Group in a matter substantially related to such
dispute.ll
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(e) All communications between members of the ADS Group, on the
one hand, and Prior Company Counsel, on the other hand, related to the
transactions contemplated by this Agreement or any Ancillary Agreement shall be
deemed to be attorney-client confidences that belong solely to such members of
the ADS Group or the Prior Company Counsel (the “Pre-Distribution Time
Communications”). Accordingly, the Loyalty Ventures Group shall not have
access to any such Pre-Distribution Time Communications or to the files of Prior
Company Counsel relating to such engagement related to the transactions
contemplated hereby from and after the Distribution Time, and all books, records
and other materials of the Loyalty Ventures Group in any medium (including
electronic copies) containing or reflecting any of the Pre-Distribution Time
Communications or the work product of legal counsel with respect thereto,
including any related summaries, drafts or analyses, and all rights with respect to
any of the foregoing, are hereby assigned and transferred to the ADS Group
effective as of the Distribution Time (collectively, the “ADS Group Privileged
Materials”). The ADS Group may cause all of the ADS Group Privileged
Materials to be distributed to the ADS Group immediately prior to the
Distribution Time with no copies thereof retained by the Loyalty Ventures Group
or its respective representatives, and all such distributed ADS Group Privileged
Materials shall be excluded from the transactions contemplated by this Agreement
and each Ancillary Agreement. From and after the Distribution Time, in the event
that any member of the Loyalty Ventures Group shall possess any ADS Group
Privileged Materials, such member of the Loyalty Ventures Group shall promptly
cause such ADS Group Privileged Materials to be distributed to the ADS Group
in accordance with this Section 4.07(e) or destroyed, at the election of Loyalty
Ventures. In addition, from and after the Distribution Time, (i) the Loyalty
Ventures Group and its representatives shall maintain the confidentiality of the
ADS Group Privileged Materials and (i1) none of the members of the Loyalty
Ventures Group or their respective representatives shall access or in any way,
directly or indirectly, use or rely upon any ADS Group Privileged Materials
(whether or not distributed to the ADS Group prior to the Distribution Time in
accordance with this Section 4.07(e)). To the extent that any ADS Group
Privileged Materials are not delivered to the ADS Group, the Loyalty Ventures
Group agrees not to assert a waiver of any applicable Privilege or protection with
respect to such materials. Without limiting the generality of the foregoing, from
and after the Distribution Time, (a) the ADS Group shall be the sole holders of the
Privileges with respect to the ADS Group Privileged Materials, and no member of
the Loyalty Ventures Group shall be a holder thereof, (b) to the extent that files of
Prior Company Counsel in respect of ADS Group Privileged Materials constitute
property of the client, only the ADS Group shall hold such property rights, (c)
Prior Company Counsel shall have no duty whatsoever to reveal or disclose any
ADS Group Privileged Materials to the Loyalty Ventures Group by reason of any
attorney-client relationship between Prior Company Counsel and the Loyalty
Ventures Group and (d) after the Distribution Date, all communications between
members of the Loyalty Ventures Group, on the one hand, and any attorneys
retained by any member of the Loyalty Ventures Group, on the other hand, shall
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be deemed to be attorney-client confidences that belong solely to such members of

the Loyalty Ventures Group or such attorneys. Each of the Loyalty Ventures

Group and the ADS Group hereby acknowledges and confirms that it has had the

opportunity to review and obtain adequate information regarding the significance

and risks of the waivers and other terms and conditions of this Section 4.07(e),

including the opportunity to discuss with counsel such matters and reasonable

alternatives to such terms. This Section 4.07(e) is for the benefit of the ADS

Group and Prior Company Counsel, and the ADS Group and Prior Company

Counsel are intended third party beneficiaries of this Section 4.07(e). This

Section 4.07(e) shall be irrevocable, and no term of this Section 4.07(e) may be

amended, waived or modified, without the prior written consent of the ADS '
[HC45]: Davis Poli:—Joe-

Group and Prior Company Counsel. The covenants and obligations set forth in and-1-need fo-both-speak
this Section 4.07(e) shall survive for ten (10) years following the Distribution with-you-and-understand-

Time]

Section 4.08. Limitation of Liability. Except as otherwise provided in this
Agreement, no party shall have any liability to any other party in the event that
any information, books or records exchanged or provided pursuant to this
Agreement is found to be inaccurate or the requested information, books or
records is not provided, in the absence of willful misconduct by the party
requested to provide such information, books or records. No party shall have any
liability to any other party if any information, books or records is destroyed after
commercially reasonable efforts by such party to comply with the provisions of
Section 4.05.

Section 4.09. Other Agreements Providing for Exchange of Information.
The rights and obligations granted under this Article 4 are subject to any specific
limitations, qualifications or additional provisions on the sharing, exchange,
retention, rights to use, or confidential treatment of information set forth in any
Ancillary Agreement. Notwithstanding anything in this Agreement to the contrary,
(1) the Tax Matters Agreement shall govern the retention of Tax related records
and the exchange of Tax related information and (ii) the Employee Matters

Agreement shall govern the retention of employment and benefits related records. [[HC46]: Reviewedand-

Ventures, for itself and the members of its Group, acknowledges that coverage for
the Loyalt ntur roup and the LoyaltyOne Business under the insurance
policies of ADS and the members of the ADS Group (other than insurance
policies, insurance contracts and claim administration contracts established in
contemplation of the Distribution to cover only the Loyalty Ventures Group after
the Distribution Time (the “Post-Distribution Insurance Arrangements”)) (the
“ADS Insurance Policies™) will cease as of the Distribution Time, and that,
except as set forth in this Section 4.10, neither ADS nor any member of its Group
will purchase any “tail” policy or other additional or substitute coverage for the
benefit of Loyalty Ventures or the members of the Loyalty Ventures Group
relating to the LoyaltyOne Business applicable in any period after the Distribution
Time.
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(b)  Notwithstanding the foregoing, ADS, for itself and the members of
its Group, agrees that ADS or a member of its Group shall, with respect to (x) any
act, circumstance, occurrence or incident arising prior to the Distribution Time
that relates to the_Lovalty Ventures Group or the LoyaltyOne Business that is
potentially covered by an occurrence-based insurance policy of ADS or any
member of its Group (each, a “ADS Occurrence-Based Policy”) in effect prior to
the Distribution Time, (y) any act, circumstance, occurrence or incident arising or
occurring prior to the Distribution Time that relates to the_Loyalty Ventures Group
or the LoyaltyOne Business that is potentially covered by an insurance policy of
ADS or any member of its Group written on a “claims made” basis (“ADS
Claims-Made Policies”) in effect prior to the Distribution Time, or (z) any act,
circumstance, occurrence or incident arising or occurring prior to the Distribution
Time that relates to the Loyalty Ventures Group or the LoyaltyOne Business that
is potentially covered by an insurance policy of ADS or any member of its Group
written on a “loss discovered” basis (“ADS Loss Discovered-Policies” and
together with the ADS Occurrence-Based Policies and the ADS Claims-Made
Policies, the “ADS Shared Policies”) (i) not relinquish any of its rights, or take
any actions (other than the making of claims under the ADS Shared Policies) that
could reasonably be expected to reduce or otherwise limit the available coverage
for any claim or incident arising prior to the Distribution Time that relates to the
Lovyalty Ventures Group or the L.oyaltyOne Business, under any of the ADS
Shared Policies, (i1) upon request of Loyalty Ventures or any member of its
Group, report such claim or incident to the appropriate insurer as promptly as
practicable and in accordance with the terms and conditions of the applicable
ADS Shared Policy and to use commercially reasonable efforts to administer such
claims, (ii1) include Loyalty Ventures and the applicable member of its Group on
material correspondence and possible litigation proceedings relating to such claim
or incident and (iv) instruct that such proceeds are paid directly to the injured
party in settlement of any claims, rather than to ADS or the members of its Group,
or, if such proceeds are received by ADS or any member of its Group, pay such
proceeds over to Loyalty Ventures or the applicable member of its Group;
provided that Loyalty Ventures and the applicable members of its Group shall
notify ADS promptly of any potential claim, shall cooperate in the investigation
and pursuit of any claim, shall have the right to effectively associate in the pursuit
of any claim, including the ability to withhold its consent to any proposed claim
settlement (such consent not to be unreasonably conditioned, withheld or delayed)
and shall bear all out-of-pocket expenses incurred by ADS or the members of its
Group in connection with the foregoing; provided further that ADS and the
members of its Group shall be obligated to use only commercially reasonable
efforts to pursue any claims that are potentially covered by available ADS Shared
Policies and shall not, for the avoidance of doubt, have any obligation to
commence any litigation with respect to any matter potentially covered by any
ADS Shared Policy unless the costs of such litigation are borne by Loyalty
Ventures. Loyalty Ventures shall bear responsibility for any deductible payments
required to be made under the ADS Shared Policies in respect of any such claims.
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(¢) If| after the Distribution Time, Loyalty Ventures or any of the
members of its Group reasonably requires any information regarding claims data
for renewal purposes or other information pertaining to a claim or to any
occurrence or alleged wrongful acts which occurred prior to the Distribution Time
(regardless of when such occurrences or alleged wrongful acts may be reported)
that could reasonably be expected to give rise to a claim (including any
pre-Distribution claims under any ADS Shared Policy) in order to give notice to
or make filings with insurance carriers or claims adjustors or administrators or to
adjust, administer or otherwise manage a claim, then, subject to the provisos in
Section 4.10, ADS shall cause such information to be supplied to Loyalty
Ventures or the applicable member of its Group, to the extent such information is
in its possession and control or can be reasonably obtained by ADS (or the
members of its Group), as applicable, reasonably promptly upon a written request
therefore. In furtherance of the foregoing, if any Third Party requires the consent
of ADS or any of the members its Group to the disclosure of claims data or
information maintained by an insurance company or other Third Party in respect
of any claim (including any pre-Distribution claims under any ADS Shared
Policy), such consent shall not be unreasonably withheld, conditioned or delayed.

Section 4.11. Trademark Phase Out.

(a)  [As soon as reasonably practicable, but in any event within fone
hundred eighty (180)}* days, following the Distribution Time, Loyalty Ventures
shall, and shall cause its Subsidiaries to, cease any and all use of the ADS Names
and Marks and remove, conceal, cover, redact and/or replace the ADS Names and
Marks from any and all Loyalty Ventures Assets and any other assets and

_ (b)  oyalty Ventures shall, and shalt cause s Subsidiaries o, make all

Section 4.12. Governance Matters. The parties hereto shall take all
necessary action within their power to cause Roger Ballou to be appointed as
Chairman of the Board of Directors of Loyalty Ventures effective as of the
Distribution Time (the “Overlapping Board Member”). The Overlapping Board
Member’s term will expire after three years, with no opportunity for reelection.

6 Note-to- Draft: To-confirm timing for trademark phase-out:
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ARTICLE 5
RELEASE; INDEMNIFICATION

Section 5.01. Release of Pre-Distribution Claims.

(a)  Except (A) as provided in Section 5.01(b) and (B) as otherwise
expressly provided in this Agreement or any Ancillary Agreement, each party
does hereby, on behalf of itself and each member of its Group, and each of their
successors and assigns, release and forever discharge the other party and the other
members of such party’s Group, and their respective successors and assigns, and
all Persons who at any time prior to the Distribution Time have been directors,
officers, employees or attorneys serving as independent contractors of such other
party or any member of its Group (in each case, in their respective capacities as
such), and their respective heirs, executors, administrators, successors and assigns
(collectively, the “Released Parties”), from any and all demands, Claims, Actions
and Liabilities whatsoever, whether at law or in equity, whether arising under any
Contract, by operation of law or otherwise (and including for the avoidance of
doubt, those arising as a result of the negligence, strict liability or any other
liability under any theory of law or equity of, or any violation of law by any
Released Party), existing or arising from any acts or events occurring or failing to
occur or alleged to have occurred or to have failed to occur or any conditions
existing or alleged to have existed on or before the Distribution Date. In
furtherance of the foregoing, each party shall cause each of the members of its
respective Group to, effective as of the Distribution Time, release and forever
discharge each of the Released Parties of the other Group as and to the same
extent as the release and discharge provided by such party pursuant to the
foregoing provisions of this Section 5.01(a).

(b)  Nothing contained in Section 5.01(a) shall impair any right of any
Person identified in Section 5.01(a) to enforce this Agreement or any Ancillary
Agreement. Nothing contained in Section 5.01(a) shall release or discharge any
Person from:

(1)  any Liability assumed, transferred, assigned, retained or
allocated to that Person in accordance with, or any other Liability of that
Person under, this Agreement or any of the Ancillary Agreements;

(i)  any Liability that is expressly specified in this Agreement
(including Section 2.06 and Section 2.07) or any Ancillary Agreement to
continue after the Distribution Time, but subject to any limitation set forth
in this Agreement (including Section 2.06 and Section 2.07) or any
Ancillary Agreement relating specifically to such Liability;

(ii1))  any Liability that the parties may have with respect to
claims for indemnification, recovery or contribution brought pursuant to
this Agreement or any Ancillary Agreement, which Liability shall be
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governed by the provisions of this Article 5, or, if applicable, the
appropriate provisions of the Ancillary Agreements; or

(iv)  any Liability the release of which would result in the
release of any Person, other than a member of the ADS Group or any
related Released Party; provided, however, that the parties hereto agree not
to bring or allow their respective Subsidiaries to bring suit against the
other party or any related Released Party with respect to any such Liability.

In addition, nothing contained in Section 5.01(a) shall release any party or any
member of its Group from honoring its existing obligations to indemnify, or
advance expenses to, any Person who was a director, officer or employee of such
party or any member of its Group, at or prior to the Distribution Time, to the
extent such Person was entitled to such indemnification or advancement of
expenses pursuant to then-existing obligations; provided, however, that to the
extent applicable, Section 5.02 hereof shall determine whether any party shall be
required to indemnify the other or a member of its Group in respect of such
Liability.

(¢)  No party hereto shall make, nor permit any member of its Group to
make, any Claim or demand, or commence any Action asserting any Claim or
demand, including any Claim of contribution or indemnification, against the other
party, or any related Released Party, with respect to any Liability released
pursuant to Section 5.01(a).

(d) It is the intent of each of the parties by virtue of the provisions of
this Section 5.01 to provide for a full and complete release and discharge of all
Liabilities existing or arising from all acts and events occurring or failing to occur
or alleged to have occurred or to have failed to occur and all conditions existing or
alleged to have existed on or before the Distribution Date between members of the
ADS Group, on the one hand, and members of the Loyalty Ventures Group, on the
other hand, (including any Contract existing or alleged to exist between the parties
on or before the Distribution Date), except as expressly set forth in Section
5.01(b) or as expressly provided in this Agreement or any Ancillary Agreement.
At any time, at the reasonable request of either ADS or Loyalty Ventures, the
other party hereto shall execute and deliver (and cause its respective Subsidiaries
to execute and deliver) releases reflecting the provisions hereof.

Section 5.02. Loyalty Ventures Indemnification of the ADS Group. (1)
Effective as of and after the Distribution Time, Loyalty Ventures shall indemnify,
defend and hold harmless each member of the ADS Group, each Affiliate thereof
and each of their respective past, present and future directors, officers, employees
and agents and the respective heirs, executors, administrators, successors and
assigns of any of the foregoing (the “ADS Indemnitees”) from and against any
and all Liabilities incurred or suffered by any of the ADS Indemnitees arising out
of or in connection with (ii) any of the Loyalty Ventures Liabilities, or the failure
of any member of the Loyalty Ventures Group to pay, perform or otherwise
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discharge any of the Loyalty Ventures Liabilities, (iii) any breach by Loyalty
Ventures or any member of the Loyalty Ventures Group of this Agreement or any
Ancillary Agreement, (iv) the ownership or operation of the LoyaltyOne Business
or the Loyalty Ventures Assets, whether prior to, on or after the Distribution Date,
(v) any payments made by ADS or any member of the ADS Group in respect of
any Guarantee given or obtained by any member of the ADS Group for the benefit
of any member of the Loyalty Ventures Group or the LoyaltyOne Business, or any
Liability of any member of the ADS Group in respect thereof, and (vi) any use of
any ADS Names and Marks by Loyalty Ventures.

(b)  Except to the extent set forth in Section 5.03(b), effective as of and
after the Distribution Time, Loyalty Ventures shall indemnify, defend and hold
harmless each of the ADS Indemnitees and each Person, if any, who controls any
ADS Indemnitee within the meaning of either Section 15 of the Securities Act or
Section 20 of the Exchange Act from and against any and all Liabilities caused by
any untrue statement or alleged untrue statement of a material fact contained in
the Form 10 or any amendment thereof, the Information Statement (as amended or
supplemented if Loyalty Ventures shall have furnished any amendments or
supplements thereto), the Equity Compensation Registration Statement or any
offering or marketing materials prepared in connection with the Loyalty Ventures
Financing Arrangements or caused by any omission or alleged omission to state
therein a material fact necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading.

Section 5.03. ADS Indemnification of the Loyalty Ventures Group. (1)
Effective as of and after the Distribution Time, ADS shall indemnify, defend and
hold harmless each member of the Loyalty Ventures Group, each Affiliate thereof
and each of their respective past, present and future directors, officers, employees
and agents and the respective heirs, executors, administrators, successors and
assigns of any of the foregoing (the “Loyalty Ventures Indemnitees”) from and
against any and all Liabilities incurred or suffered by any of the Loyalty Ventures
Indemnitees and arising out of or in connection with (ii) any of the ADS
Liabilities, or the failure of any member of the ADS Group to pay, perform or
otherwise discharge any of the ADS Liabilities, (iii) the ownership or operation of
the ADS Business or the ADS Assets, whether prior to, on or after the
Distribution Date, (iv) any breach by ADS or any member of the ADS Group of
this Agreement or any Ancillary Agreement, and (iv) any use of any Loyalty
Ventures Names and Marks by ADS.

(b)  Effective as of and after the Distribution Time, ADS shall
indemnify, defend and hold harmless each of the Loyalty Ventures Indemnitees
and each Person, if any, who controls any Loyalty Ventures Indemnitee within the
meaning of either Section 15 of the Securities Act or Section 20 of the Exchange
Act from and against any and all Liabilities caused by any untrue statement or
alleged untrue statement of a material fact contained in the Form 10 or any
amendment thereof, the Information Statement (as amended or supplemented if
Loyalty Ventures shall have furnished any amendments or supplements thereto),
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the Equity Compensation Registration Statement or any offering or marketing
materials prepared in connection with the Loyalty Ventures Financing
Arrangements or caused by any omission or alleged omission to state therein a
material fact necessary to make the statements therein, in the light of the
circumstances under which they were made, not misleading, in each case to the
extent, but only to the extent, that such Liabilities are caused by any such untrue
statement or omission or alleged untrue statement or omission based on
information furnished by ADS solely in respect of the ADS Group and which
information is set forth on Schedule 5.03(b).*"!¢

Section 5.04. Procedures. (1) The party seeking indemnification under
Section 5.02 or Section 5.03 (the “Indemnified Party”) agrees to give prompt
notice to the party against whom indemnity is sought (the “Indemnifying Party”)
of the assertion of any claim, or the commencement of any suit, action or
proceeding (each, a “Claim”) in respect of which indemnity may be sought
hereunder and will provide the Indemnifying Party such information with respect
thereto that the Indemnifying Party may reasonably request. The failure to so
notify the Indemnifying Party shall not relieve the Indemnifying Party of its
obligations hereunder, except to the extent such failure shall have prejudiced the
Indemnifying Party.

(b)  The Indemnifying Party shall be entitled to participate in the defense
of any Claim asserted by any Third Party (“Third Party Claim”) and, subject to
the limitations set forth in this Section 5.04, if it so notifies the Indemnified Party
no later than 30 days after receipt of the notice described in Section 5.04(a), shall
be entitled to control and appoint lead counsel for such defense, in each case at its
expense. If the Indemnifying Party does not so notify the Indemnified Party, the
Indemnified Party shall have the right to defend or contest such Third Party Claim
through counsel chosen by the Indemnified Party that is reasonably acceptable to
the Indemnifying Party, subject to the provisions of this Section 5.04. The
Indemnified Party shall provide the Indemnifying Party and such counsel with
such information regarding such Third Party Claim as either of them may
reasonably request (which request may be general or specific).

(c)  If the Indemnifying Party shall assume the control of the defense of
any Third Party Claim in accordance with the provisions of Section 5.04(b), (A)
the Indemnifying Party shall obtain the prior written consent of the Indemnified
Party (which shall not be unreasonably withheld) before entering into any
settlement of such Third Party Claim, if the settlement does not release the
Indemnified Party from all Liabilities and obligations with respect to such Third
Party Claim or the settlement imposes injunctive or other equitable relief against
the Indemnified Party or any of its related Indemnitees or is otherwise materially
prejudicial to any such Person and (B) the Indemnified Party shall be entitled to
participate in (but not control) the defense of such Third Party Claim and, at its
own expense, to employ separate counsel of its choice for such purpose; provided

716 Note to Draft: This schedule to be limited to details provided by ADS regarding its equity
securities, corporate address and name, and the description of the Distribution.
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that in the event of a conflict of interest between the Indemnifying Party and the
applicable Indemnified Party, the reasonable and documented fees and expenses
of such separate counsel shall be at the Indemnifying Party’s expense.

(d)  Each party shall cooperate, and cause their respective Affiliates to
cooperate, in the defense or prosecution of any Third Party Claim and shall
furnish or cause to be furnished such records, information and testimony, and
attend such conferences, discovery proceedings, hearings, trials or appeals, as may
be reasonably requested in connection therewith.

(e)  Each Indemnified Party shall use commercially reasonable efforts to
collect any amounts available under insurance coverage, or from any other Person
alleged to be responsible, for any Liabilities payable under Section 5.02 or Section
5.03 and the reasonable expenses incurred in connection therewith will be treated
as Liabilities subject to indemnification hereunder.

(f)  If any Third Party Claim shall be brought against a member of each
Group, then such Action shall be deemed to be a Loyalty Ventures Assumed
Action or an ADS Assumed Action in accordance with Sections 4.02(a) or
4.02(b), to the extent applicable, and Loyalty Ventures, in the case of any Loyalty
Ventures Assumed Action, or ADS, in the case of any ADS Assumed Action,
shall be deemed to be the Indemnifying Party for the purposes of this Article 5. In
the event of any Action in which the Indemnifying Party is not also named
defendant, at the request of either the Indemnified Party or the Indemnifying
Party, the parties will use commercially reasonable efforts to substitute the
Indemnifying Party or its applicable Affiliate for the named defendant in the
Action.

Section 5.05. Calculation of Indemnification Amount. Any
indemnification amount pursuant to Section 5.02 or Section 5.03 shall be paid (i)
net of any amounts actually recovered by the Indemnified Party under applicable
Third Party insurance policies or from any other Third Party alleged to be
responsible therefor, and (ii) taking into account any Tax Benefit allowable to the
Indemnified Party (using the methodology set forth in Section [e] of the Tax
Matters Agreement to determine the amount of any such Tax Benefit) and any
Tax cost incurred by the Indemnified Party arising from the incurrence or payment
of the relevant Liabilities. ADS and Loyalty Ventures agree that, for United
States federal income tax purposes, any payment made pursuant to this Article 5
will be treated as provided under Section 12(b) of the Tax Matters Agreement. If
the Indemnified Party receives any amounts under applicable Third Party
insurance policies, or from any other Third Party alleged to be responsible for any
Liabilities, subsequent to an indemnification payment by the Indemnifying Party
in respect thereof, then such Indemnified Party shall promptly reimburse the
Indemnifying Party for any payment made by such Indemnifying Party in respect
thereof up to the amount received by the Indemnified Party from such Third Party
insurance policy or Third Party, as applicable.
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Section 5.06. Contribution. If for any reason the indemnification
provided for in Section 5.02 or Section 5.03 is unavailable to any Indemnified
Party, or insufficient to hold it harmless, then the Indemnifying Party shall
contribute to the amount paid or payable by such Indemnified Party as a result of
such Liabilities in such proportion as is appropriate to reflect the relative fault of
the ADS Group, on the one hand, and the Loyalty Ventures Group, on the other
hand, in connection with the conduct, statement or omission that resulted in such
Liabilities. In case of any Liabilities arising out of or related to information
contained in the Form 10 or any amendment thereof, the Information Statement
(as amended or supplemented if Loyalty Ventures shall have furnished any
amendments or supplements thereto), the Equity Compensation Registration
Statement or any offering or marketing materials prepared in connection with the
Loyalty Ventures Financing Arrangements, the relative fault of the ADS Group,
on the one hand, and the Loyalty Ventures Group, on the other hand, shall be
determined by reference to, among other things, whether the untrue statement or
alleged untrue statement of a material fact or the omission or alleged omission of
a material fact relates to information supplied by Loyalty Ventures or any member
of its Group, on the one hand, or ADS or any member of its Group (but solely to
the extent such information is set forth on Schedule 5.03(b)), on the other hand.

Section 5.07. Non-Exclusivity of Remedies. Subject to Section 5.01, the
remedies provided for in this Article 5 are not exclusive and shall not limit any
rights or remedies which may otherwise be available to any Indemnified Party at
law or in equity; provided that the procedures set forth in Sections 5.04 and 5.05
shall be the exclusive procedures governing any indemnity action brought under
this Agreement.

Section 5.08. Survival of Indemnities. The rights and obligations of any
Indemnified Party or Indemnifying Party under this Article 5 shall survive the sale
or other transfer of any party of any of its assets, business or liabilities.

Section 5.09. Ancillary Agreements. 1f an indemnification claim is
covered by the indemnification provisions of an Ancillary Agreement, the claim
shall be made under the Ancillary Agreement to the extent applicable and the
provisions thereof shall govern such claim. In no event shall any party be entitled
to double recovery from the indemnification provisions of this Agreement and any
Ancillary Agreement.

ARTICLE 6
MISCELLANEOUS

Section 6.01. Notices. Any notice, instruction, direction or demand under
the terms of this Agreement required to be in writing shall be duly given upon
delivery, if delivered by hand, facsimile transmission, mail, or e-mail transmission
to the following addresses:
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If to ADS to:

Alliance Data Systems Corporation
(7500 Dallas Parkway, Suite 700

[HC49] : Joe—suggest

Plano, Texas 75024
Attn: General Counsel
Email: generalcounsel@alliancedata.com

with a copy to:

Davis Polk & Wardwell LLP

450 Lexington Avenue

New York, New York 10017

Attn: Louis Goldberg

Email: louis.goldberg@davispolk.com

If to Loyalty Ventures to:

[HC50]: FheForm10-is-
B
s

loyalty Ventures Inc.[
£7500 Dallas Parkway, Suite 700

Plano, Texas 75024

Attn: General Counsel

Email: generalcounsel@atianeedataloyalty.comi

with a copy to:

Davis Polk & Wardwell LLP

450 Lexington Avenue

New York, New York 10017

Attn: Louis Goldberg

Email: louis.goldberg@davispolk.com

or such other address or faesimile-numberemail address as such party may
hereafter specify for the purpose by notice to the other party hereto. All such
notices, requests and other communications shall be deemed received on the date
of receipt by the recipient thereof if received prior to 5:00 p.m. in the place of
receipt and such day is a Business Day in the place of receipt. Otherwise, any
such notice, request or communication shall be deemed not to have been received
until the next succeeding Business Day in the place of receipt.

Section 6.02. Amendments, No Waivers. (1) Any provision of this
Agreement may be amended or waived if, and only if, such amendment or waiver
is in writing and is signed, in the case of an amendment, by ADS and Loyalty
Ventures, or in the case of a waiver, by the party against whom the waiver is to be
effective.
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(b)  No failure or delay by any party in exercising any right, power or
privilege hereunder shall operate as a waiver thereof nor shall any single or partial
exercise thereof preclude any other or further exercise thereof or the exercise of
any other right, power or privilege. The rights and remedies herein provided shall
be cumulative and not exclusive of any rights or remedies provided by Applicable
Law.

Section 6.03. Expenses. IADS and Loyalty Ventures shall each bear the

costs and expenses incurred or paid in connection with the Restructuring, the [HC51]: Neod Andretia

D

Distribution and any other related transaction, as applicable, set forth below their | HesaBahoutohelpus-

respective names on Schedule 6.03]’“8 All other third-party fees, costs and here.
expenses paid or incurred in connection with the foregoing (except as specifically
allocated pursuant to the terms of this Agreement or any Ancillary Agreement)

will be paid by the party incurring such fees or expenses, whether or not the
Distribution occurs, or as otherwise agreed by the parties in writing.

Section 6.04. Successors and Assigns. The provisions of this Agreement
shall be binding upon and inure to the benefit of the parties hereto and their
respective successors and permitted assigns; provided that neither party may
assign, delegate or otherwise transfer any of its rights or obligations under this
Agreement without the consent of the other party hereto. If any party or any of its
successors or permitted assigns (i) shall consolidate with or merge into any other
Person and shall not be the continuing or surviving corporation or entity of such
consolidation or merger or (ii) shall transfer all or substantially all of its properties
and assets to any Person, then, and in each such case, proper provisions shall be
made so that the successors and assigns of such party shall assume all of the
obligations of such party under the Distribution Documents.

Section 6.05. Governing Law. This Agreement shall be governed by and
construed in accordance with the laws of the State of Delaware, without regard to
the conflicts of law rules of such state.

Section 6.06. Counterparts, Effectiveness; Third-Party Beneficiaries.
This Agreement may be signed in any number of counterparts, each of which shall
be an original, with the same effect as if the signatures thereto and hereto were
upon the same instrument. The words “execution,” “signed,” “signature,” and
words of like import in this Agreement or in any other certificate, agreement or
document related to this Agreement shall include images of manually executed
signatures transmitted by facsimile or other electronic format (including “pdf”,
“tif”” or “jpg”) and other electronic signatures (including DocuSign and
AdobeSign). The use of electronic signatures and electronic records (including
any contract or other record created, generated, sent, communicated, received, or
stored by electronic means) shall be of the same legal effect, validity and
enforceability as a manually executed signature or use of a paper-based
recordkeeping system to the fullest extent permitted by Applicable Law. This
Agreement shall become effective when each party hereto shall have received a
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counterpart hereof signed by the other party hereto. Until and unless each party
has received a counterpart hereof signed by the other party hereto, this Agreement
shall have no effect and no party shall have any right or obligation hereunder
(whether by virtue of any other oral or written agreement or other
communication). Except for Section 4.07 and the indemnification and release
provisions of Article 5, neither this Agreement nor any provision hereof is
intended to confer any rights, benefits, remedies, obligations, or liabilities
hereunder upon any Person other than the parties hereto and their respective
successors and permitted assigns.

Section 6.07. Entire Agreement. This Agreement and the other
Distribution Documents constitute the entire understanding of the parties with
respect to the subject matter hereof and thereof and supersede all prior
agreements, understandings and negotiations, both written and oral, between the
parties with respect to the subject matter hereof and thereof. No representation,
inducement, promise, understanding, condition or warranty not set forth herein or
in the other Distribution Documents has been made or relied upon by any party
hereto or any member of their Group with respect to the transactions contemplated
by the Distribution Documents. Without limiting Section 5.09 and subject to
Section 6.08, in the event and to the extent that there shall be a conflict between
the provisions of this Agreement and the provisions of any Ancillary Agreement,
the Ancillary Agreement shall control with respect to the subject matter thereof,
and this Agreement shall control with respect to all other matters; provided, that
except as provided for in Section 2.04 to extent that there shall be a conflict
between the provisions of this Agreement and the provisions of any Restructuring
Agreement, this Agreement shall control with respect to all matters.

Section 6.08. Tax and Employee Matters. Except as otherwise expressly
provided herein, this Agreement shall not govern (i) Tax matters (including any
administrative, procedural and related matters thereto), which shall be exclusively
governed by the Tax Matters Agreement and the Employee Matters Agreement or
(i1) employee matters (including any labor, compensation plans, benefit plans and
related matters thereto), which shall be exclusively governed by the Employee
Matters Agreement. For the avoidance of doubt, to the extent of any
inconsistency between this Agreement and either of the Tax Matters Agreement or
Employee Matters Agreement, the terms of the Tax Matters Agreement or
Employee Matters Agreement, as the case may be, shall govern.

Section 6.09. Jurisdiction. The parties hereto agree that any suit, action or
proceeding seeking to enforce any provision of, or based on any matter arising out
of or in connection with, this Agreement or the transactions contemplated hereby
shall be brought in the Chancery Court of the State of Delaware and any state
appellate court therefrom within the State of Delaware (or if the Chancery Court
of the State of Delaware declines to accept jurisdiction over a particular matter,
any federal or state court sitting in the State of Delaware and any federal or state
appellate court therefrom), and each of the parties hereby irrevocably consents to
the exclusive jurisdiction of such courts in any such suit, action or proceeding and
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irrevocably waives, to the fullest extent permitted by law, any objection that it
may now or hereafter have to the laying of the venue of any such suit, action or
proceeding in any such court or that any such suit, action or proceeding brought in
any such court has been brought in an inconvenient forum. Process in any such
suit, action or proceeding may be served on any party anywhere in the world,
whether within or outside of the jurisdiction of any such court. Without limiting
the foregoing, each party agrees that service of process on such party as provided
in Section 6.01 shall be deemed effective service of process on such party.

Section 6.10. WAIVER OF JURY TRIAL. EACH OF THE PARTIES
HERETO HEREBY IRREVOCABLY WAIVES ANY AND ALL RIGHT TO
TRIAL BY JURY IN ANY LEGAL PROCEEDING ARISING OUT OF OR
RELATED TO THIS AGREEMENT OR THE TRANSACTIONS
CONTEMPLATED HEREBY.

Section 6.11. Termination. Notwithstanding any provision of this
Agreement to the contrary, the Board of Directors of ADS may, in its sole
discretion and without the approval of Loyalty Ventures or any other Person, at
any time prior to the Distribution terminate this Agreement and/or abandon the
Distribution, whether or not it has theretofore approved this Agreement and/or the
Distribution. In the event this Agreement is terminated pursuant to the preceding
sentence, this Agreement shall forthwith become void and neither party nor any of
its directors or officers shall have any liability or further obligation to the other
party or any other Person by reason of this Agreement.

Section 6.12. Severability. If any one or more of the provisions contained
in this Agreement should be declared invalid, illegal or unenforceable in any
respect, the validity, legality and enforceability of the remaining provisions
contained in this Agreement shall not in any way be affected or impaired thereby
so long as the economic or legal substance of the transactions contemplated
hereby is not affected in any manner materially adverse to any party. Upon such a
declaration, the parties shall modify this Agreement so as to effect the original
intent of the parties as closely as possible in an acceptable manner so that the
transactions contemplated hereby are consummated as originally contemplated to
the fullest extent possible.

Section 6.13. Survival. All covenants and agreements of the parties
contained in this Agreement shall survive the Distribution Date indefinitely,
unless a specific survival or other applicable period is expressly set forth herein.

Section 6.14. Captions. The captions herein are included for convenience
of reference only and shall be ignored in the construction or interpretation hereof.

Section 6.15. Interpretation. In the event an ambiguity or question of
intent or interpretation arises, this Agreement shall be construed as if drafted
jointly by the parties, and no presumption or burden of proof shall arise favoring
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or disfavoring any party by virtue of its authorship of any of the provisions of this
Agreement.

Section 6.16. Specific Performance. Each party to this Agreement
acknowledges and agrees that damages for a breach or threatened breach of any of
the provisions of this Agreement would be inadequate and irreparable harm would
occur. In recognition of this fact, each party agrees that, if there is a breach or
threatened breach, in addition to any damages, the other nonbreaching party to this
Agreement, without posting any bond, shall be entitled to seek and obtain
equitable relief in the form of specific performance, temporary restraining order,
temporary or permanent injunction, attachment, or any other equitable remedy
which may then be available to obligate the breaching party (i) to perform its
obligations under this Agreement or (ii) if the breaching party is unable, for
whatever reason, to perform those obligations, to take any other actions as are
necessary, advisable or appropriate to give the other party to this Agreement the
economic effect which comes as close as possible to the performance of those
obligations (including transferring, or granting liens on, the assets of the breaching
party to secure the performance by the breaching party of those obligations).

Section 6.17. Performance. Each party shall cause to be performed all
actions, agreements and obligations set forth herein to be performed by any
member of such party’s Group.

Section 6.18. Confidential Supervisory Information. Notwithstanding any
other provision of this Agreement, no disclosure, representation or warranty shall
be made (or other action taken) pursuant to this Agreement that results in the
disclosure of confidential supervisory information (including confidential
supervisory information as identified in 12 C.F.R. § 309.5(g)(8)) of a
Governmental Authority by any party to this Agreement to the extent prohibited
by applicable law. To the extent legally permissible, appropriate substitute
disclosures or actions, which may include the disclosure of underlying facts or
circumstances that do not themselves constitute confidential supervisory
information, shall be made or taken under circumstances in which the limitations
of the preceding sentence apply.

[Remainder of page intentionally left blank]
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IN WITNESS WHEREOF the parties hereto have caused this Agreement
to be duly executed by their respective authorized officers as of the date first

above written.

#94579784v10

ALLIANCE DATA SYSTEMS
CORPORATION

By:

Name:
Title:

LOYALTY VENTURES INC.

By:

Name:
Title:
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This is Exhibit “H” referred to in the Affidavit of Joseph L. Motes Il
affirmed by Joseph L. Motes Il of the City of Dallas, in the State of
Texas, before me at the City of Toronto, in the Province of Ontario,
on February 9, 2024 in accordance with O. Reg.431/20,
Administering Oath or Declaration Remotely.

Ds

g{\L

Commissioner for Taking Affidavits (or as may be)

RJ REID
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This is Exhibit “I” referred to in the Affidavit of Joseph L. Motes Il
affirmed by Joseph L. Motes Il of the City of Dallas, in the State of
Texas, before me at the City of Toronto, in the Province of Ontario,
on February 9, 2024 in accordance with O. Reg.431/20,
Administering Oath or Declaration Remotely.

Ds

g{\L

Commissioner for Taking Affidavits (or as may be)

RJ REID



To: Beberman, Perry[Perry.Beberman@alliancedata.com]; Geoff Ellis[Geoff.Ellis@ey.com]
Cc: Mot% b)seph[joseph.motes@alliancedata.com]

From: K.C. Zl;echnitz[KC.Brechnitz@ey.com]

Sent: Mon 8/30/2021 4:04:48 AM (UTC)

Subject: RE: EY Deck

A\ External Email A

Looking at these slides - a comparison to what they showed the agencies in the past is not a convincing argument as to why SpinCo
needs more cash. There is no evidence of how much the agencies valued the cash as it pertained to the rating. We don’t think it
matters much which is why we think SpinCo can do with less and get the same B1 rating.

K. C. Brechnitz | Senior Managing Director | Global Head of Capital Markets
Advisory

Ernst & Young Capital Advisors, LLC
www.eyinvestmentbanking.com
Office: 704-335-4211 | Cell: 704-962-1669 | kc.brechnitz@ey.com

From: Beberman, Perry <Perry.Beberman@alliancedata.com>

Sent: Sunday, August 29, 2021 9:09 PM

To: K.C. Brechnitz <KC.Brechnitz@ey.com>; Geoff Ellis <Geoff.Ellis@ey.com>
Cc: Motes, Joseph <joseph.motes@alliancedata.com>

Subject: Fwd: EY Deck

Of course they want less cash sweep. And so it begins.

Not really sure there is much for me to react to at this point. Please review and let me know if there is anything material here that
changes the targets. We can connect in the morning - but wanted you to have a real time lens into their thinking.

From: Chesnut, Jeff <Jeff.Chesnut@alliancedata.com>
Sent: Sunday, August 29, 2021 11:04 PM

To: Beberman, Perry

Subject: EY Deck

Hi Perry — Thanks for sharing EY’s view on the transaction. JT and | reviewed it with Charles and had a couple of observations,
which are summarized below and included in the attached deck.

EY’s view on the debt is generally aligned with BofA’s, which ranged from $600-$650mm and EY is at $650-$700. We’ll certainly
take $700mm if the market will absorb it, and it’s consistent with what the RA’s saw.

The cash sweep may be worth a review in the meeting. EY models $100mm and $125mm which based on our cash forecast, would
result in less cash at Spinco than was originally conveyed to the RA’s. It also means a lower liquidity level at spinco than the RA’s
saw, and that’s with EY’s assumption of a $125mm revolver vs. BofA’s view of $100mm.
Overall, we'd suggest a cash sweep of ~$50mm vs the $100-S125mm in EY’s deck, so Spinco can deliver on the RA model.
That’s all recapped in the attached slides:

Page 1, revolver-cash-liquidity analysis

Page 2, cash balance analysis from Audit Comm deck (“Spinco Minimum Estimated Cash” of $116mm)

Page 3, Ratings Agency deck illustrating commitment to minimum cash balance of $100mm


mailto:kc.brechnitz@ey.com
mailto:Jeff.Chesnut@alliancedata.com

Also, there wg34 hotable development on the Term Loan B front, with BofA projecting that enhanced amortization may be needed
to drive demand and help the deal clear the market. Normal annual amortization for TLB’s is 1% which would be a $6.5mm -
S7mm cash outflow for Spinco. BofA is guiding to 5% amortization, which on $700mm is $35mm/yr of FCF drag or $28mm more
than Spinco has modeled. While it may help make the TLB more attractive to investors, it will notably reduce Spinco’s FCF and
liquidity as a result.

It’s unclear if/how EY modeled the typical 1% amortization in their FCF analysis, since it’s not included in the calculation on page 5
(pasted below; no deduction for amort is listed). And it may be worthwhile for EY revisit their FCF analysis using the 5% TLB
amortization threshold, given the meaningful step-up in cash outflows vs a 1% amort level. That may impact the assessment of
Spinco’s cash and liquidity needs.

Best regards —JC

Significant Free Cash Flow Generation

% of o o o o o
ooa | NIA (17.6% (427%  (47.3% [ 496% | 52.8%

$139.6

Excessive RSA $109.1 $124.3

investment due to $91.3
expected resumption )
of travel

$34.9

($29.3)
2021E" 2022E  2023E  2024E  2025E  2026E

Mote: Free cash flow = Adj. EBITDA — (Capex + Interest Expense + Taxes + RSA), § in millions
(1) 2021E FCF doubles Q3 + Q4 forecast for Capex and Interest expense for indicative 2021E

Jeff Chesnut

Alliance Data Systems (NYSE: ADS)
SVP & Treasurer

Office: 214.494.3805

Mobile: 214.629.6438

The information contained in this e-mail message and any attachments may be privileged and confidential. If the reader of this
message is not the intended recipient or an agent responsible for delivering it to the intended recipient, you are hereby notified
that any review, dissemination, distribution or copying of this communication is strictly prohibited. If you have received this
communication in error, please notify the sender immediately by replying to this e-mail and delete the message and any
attachments from your computer.

The information contained in this message may be privileged and confidential and protected from disclosure. If the reader
of this message is not the intended recipient, or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that any dissemination, distribution or copying of this communication is strictly
prohibited. If you have received this communication in error, please notify Ernst & Young Capital Advisors, LLC (
“EYCA”) immediately by replying to the message and delete it from your computer.



E-mail messages may contain computer viruses or other defects, may not be accurately replicated on other systems, or may
be intercepted2d@eted or interfered with without the knowledge of the sender or the intended recipient. EYCA makes no
warranties in relation to these matters. EYCA and its affiliates reserve the right to intercept, monitor, and retain e-mail
messages to and from its systems as permitted by applicable law. Any U.S. tax advice contained in the body of or
attachments to this message was not intended or written to be used, and cannot be used, by the recipient for the purpose of
avoiding penalties that may be imposed under the Internal Revenue Code or applicable state or local tax law provisions.

EYCA is a FINRA member broker-dealer registered with the U.S. SEC providing investment banking advisory services
and is an affiliate of Ernst & Young LLP.

Any U.S. tax advice contained in the body of this e-mail was not intended or written to be used, and cannot be used, by the
recipient for the purpose of avoiding penalties that may be imposed under the Internal Revenue Code or applicable state or
local tax law provisions.

The information contained in this message may be privileged and confidential and protected from disclosure. If the reader
of this message is not the intended recipient, or an employee or agent responsible for delivering this message to the
intended recipient, you are hereby notified that any dissemination, distribution or copying of this communication is strictly
prohibited. If you have received this communication in error, please notify us immediately by replying to the message and
deleting it from your computer.

Notice required by law: This e-mail may constitute an advertisement or solicitation under U.S. law, if its primary purpose
is to advertise or promote a commercial product or service. You may choose not to receive advertising and promotional
messages from Ernst & Young LLP (except for Ernst & Young Online and the ey.com website, which track e-mail
preferences through a separate process) at this e-mail address by forwarding this message to no-more-mail@ey.com. If you
do so, the sender of this message will be notified promptly. Our principal postal address is 5 Times Square, New York, NY
10036. Thank you. Ernst & Young LLP
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This is Exhibit “J” referred to in the Affidavit of Joseph L. Motes Il
affirmed by Joseph L. Motes Il of the City of Dallas, in the State of
Texas, before me at the City of Toronto, in the Province of Ontario,
on February 9, 2024 in accordance with O.Reg.431/20,
Administering Oath or Declaration Remotely.

g{\L

Commissioner for Taking Affidavits (or as may be)

RJ REID
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Exhibit 99.1

(Subject to Completion, Dated September 21, 2021)

Alliance Data Systems Corporation
3075 Loyalty Circle
Columbus, Ohio 43219

,2021
Dear ADS Stockholder:

On May 12, 2021, Alliance Data Systems Corporation (“ADS”) announced the next step in its strategic
transformation and repositioning of ADS through the spinoff of its LoyaltyOne segment from ADS (the
“Separation”), which is expected to become effective on , 2021. On the effective date of the
Separation, Loyalty Ventures Inc., a Delaware corporation formed in anticipation of the Separation
(“Loyalty Ventures”), will become an independent, publicly traded company and will hold, directly or
indirectly through its subsidiaries, the assets and liabilities associated with the Loyalty Ventures business.

The Separation is subject to conditions as described in the enclosed information statement. Subject to
the satisfaction or waiver of these conditions, the Separation will be completed by way of a pro rata
distribution of 81% of the outstanding shares of Loyalty Ventures common stock to ADS’ stockholders of
record as of the close of business on , 2021, the distribution record date (the “Distribution”).

Each ADS stockholder of record will receive one share of Loyalty Ventures common stock, $0.01 par
value, for every shares of ADS common stock, par value $0.01 per share, held by such
stockholder on the record date. The distribution of these shares will be made in book-entry form, which
means that no physical share certificates will be issued. At any time following the Distribution, stockholders
may request that their shares of Loyalty Ventures common stock be transferred to a brokerage or other
account. No fractional shares of Loyalty Ventures common stock will be issued. The distribution agent for
the Distribution will aggregate fractional shares into whole shares, sell the whole shares in the open market
at prevailing prices and distribute the net cash proceeds from the sales pro rata to each holder who would
otherwise have been entitled to receive a fractional share in the Distribution.

ADS expects to receive a private letter ruling from the Internal Revenue Service (“IRS”) and an
opinion from counsel to the effect that, among other things, the Distribution, together with certain related
transactions, will qualify as a transaction that is tax-free for U.S. federal income tax purposes, except to the
extent of any cash received in lieu of fractional shares.

The Distribution does not require ADS stockholder approval, nor do you need to take any action to
receive your shares of Loyalty Ventures common stock. ADS’ common stock will continue to trade on the
New York Stock Exchange under the ticker symbol “ADS.” Loyalty Ventures intends to apply to have its
shares of common stock listed on the Nasdaq Stock Market under the ticker symbol “LYLT.”

The enclosed information statement, which we are mailing to all ADS stockholders, describes the
Separation in detail and contains important information about Loyalty Ventures, including the historical
combined financial statements prepared on a carve-out basis. We urge you to read this information statement
carefully.

We want to thank you for your continued support of ADS.

Sincerely,

Ralph J. Andretta
President and Chief Executive Officer

https://www.sec.gov/Archives/edgar/data/1870997/000110465921117891/tm2122068d7 exh99x1.htm 1/207
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Loyalty Ventures Inc.

c/o Alliance Data Systems Corporation
7500 Dallas Parkway, Suite 700

Plano, Texas 75024

, 2021
Dear Future Loyalty Ventures Stockholder:

I am excited to welcome you as a future stockholder of our new company, Loyalty Ventures Inc.
(“Loyalty Ventures”). Following the spinoff by Alliance Data Systems Corporation (“ADS”) of its
LoyaltyOne segment as an independent, publicly traded company, we will continue to be a leading provider
of tech-enabled, data-driven consumer loyalty solutions.

The spinoff will permit Loyalty Ventures to concentrate on its core competencies and growth
opportunities in the loyalty space, and will provide Loyalty Ventures with increased flexibility and speed to
design and implement corporate strategies unique to our business separate from the regulatory requirements
of ADS. Further, Loyalty Ventures will be able to allocate resources, incentivize employees and deploy
capital and reinvest its cash flow to capture our long-term opportunities.

At Loyalty Ventures, we design our loyalty solutions around specific clients’ needs and goals, with a
focus 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. Loyalty
Ventures will own and operate the AIR MILES Reward Program, Canada’s most recognized loyalty
program, and Netherlands-based BrandLoyalty, a global provider of purpose-driven, tailor-made campaign-
based loyalty solutions for grocers and other high-frequency retailers whose network spans across 6
continents and 54 countries.

I encourage you to learn more about Loyalty Ventures and our business by reading the attached
information statement. We intend to apply to list our common stock on the Nasdaq Stock Market under the
ticker symbol “LYLT.” We look forward to earning your continued support for many years to come.

Sincerely,

Charles L. Horn
President and Chief Executive Officer

https://www.sec.gov/Archives/edgar/data/1870997/000110465921117891/tm2122068d7 exh99x1.htm

2/207



1/3/24, 2:53 PM tm2122068-7_1012ba_DIV_03-exh99x1 - block - 40.0314554s
TABLE OF CON2I46

Preliminary Information Statement
(Subject to Completion, Dated September 21, 2021)

INFORMATION STATEMENT

Loyalty Ventures Inc.

Common Stock
($0.01 Par Value)

Alliance Data Systems Corporation (“ADS”) is furnishing this information statement in connection
with the separation of its LoyaltyOne segment from its remaining business and the creation of an
independent, publicly traded company, named Loyalty Ventures Inc. (“Loyalty Ventures”). Loyalty
Ventures, directly or indirectly through its subsidiaries, will hold the assets, liabilities and legal entities
comprising the Loyalty Ventures business after certain restructuring transactions are completed (the
“Restructuring”). 81% of the outstanding shares of SpinCo common stock owned by ADS will be distributed
to the stockholders of ADS (the “Distribution” and, together with the Restructuring, the “Separation”).
Loyalty Ventures is currently an indirect, wholly-owned subsidiary of ADS.

Each holder of ADS common stock will receive one share of common stock of Loyalty Ventures for
every shares of ADS common stock held as of the close of business on , 2021, the
record date for the Distribution.

The distribution of Loyalty Ventures’ shares is expected to be completed after the market closing
on , 2021 (the “Distribution Date”). Immediately after ADS completes the Distribution, Loyalty
Ventures will be an independent, publicly traded company. We expect that, for U.S. federal income tax
purposes, no gain or loss will be recognized by you, and no amount will be included in your income in
connection with the Distribution, except to the extent of any cash you receive in lieu of fractional shares.

No vote or other action is required by you to receive shares of Loyalty Ventures common stock in the
Separation. You will not be required to pay anything for the new shares or to surrender any of your shares of
ADS common stock. We are not asking you for a proxy and you should not send us a proxy or your share
certificates.

There currently is no trading market for Loyalty Ventures common stock. We expect to apply to have
Loyalty Ventures’ shares of common stock listed on the Nasdaq Stock Market (“Nasdaq”) under the ticker
symbol “LYLT.” Assuming that Nasdaq authorizes Loyalty Ventures’ common stock for listing, we
anticipate that a limited market, commonly known as a “when-issued” trading market, for Loyalty Ventures’
common stock will commence on , 2021 and will continue up to and including the Distribution
Date. We expect the “regular-way” trading of Loyalty Ventures’ common stock will begin on the first
trading day following the Distribution Date.

In reviewing this information statement, you should carefully consider the matters described under the
caption “Risk Factors” beginning on page 17.

We are an “emerging growth company” as defined under the federal securities laws and, as such, may
elect, and have elected, to comply with certain reduced public company reporting requirements for future
filings.

Neither the U.S. Securities and Exchange Commission (“SEC”) nor any state securities commission has
approved or disapproved these securities or determined if this information statement is truthful or complete.
Any representation to the contrary is a criminal offense.

This information statement does not constitute an offer to sell or the solicitation of an offer to buy any
securities.

The date of this information statement is ,2021.

A Notice of Internet Availability of Information Statement Materials containing instructions describing
how to access the information statement was first mailed to ADS stockholders on or about s
2021.

https://www.sec.gov/Archives/edgar/data/1870997/000110465921117891/tm2122068d7 exh99x1.htm 3/207



1/3/24, 2:53 PM tm2122068-7_1012ba_DIV_03-exh99x1 - block - 40.0314554s
TABLEOFCON{2ﬁ4;7

TABLE OF CONTENTS

PAGE
Note Regarding the Use of Certain Terms ii
Special Note Regarding Forward-Looking Statements it
Summary 1
Risk Factors 17
The Separation 39
Dividend Policy 50
Capitalization 51
Unaudited Pro Forma Combined Financial Statements 52
Management’s Discussion and Analysis of Financial Condition and Results of Operations 59
Business 79
Management 90
Executive Compensation 96
Certain Relationships and Related Party Transactions 109
Ownership of Common Stock by Certain Beneficial Owners and Management 110
Description of Capital Stock 111
Where You Can Find More Information 115
Index to Combined Financial Statements F-1

https://www.sec.gov/Archives/edgar/data/1870997/000110465921117891/tm2122068d7 exh99x1.htm 4/207



1/3/24, 2:53 PM tm2122068-7_1012ba_DIV_03-exh99x1 - block - 40.0314554s
TABLE OF CON2I48

NOT REGARDING THE USE OF CERTAIN TERMS

We use the following terms to refer to the items indicated:

o “We,” “us,” “our,” “Company,” “Loyalty Ventures Inc.” and “Loyalty Ventures,” unless the context
otherwise requires, refer to Loyalty Ventures, the entity that at the time of the Distribution will hold,
directly or indirectly through its subsidiaries, the assets and liabilities associated with the Spin
Business, as defined below, and whose shares ADS will distribute in connection with the Separation.
Where appropriate in the context, the foregoing terms also include the subsidiaries of this entity;
these terms may be used to describe the Spin Business prior to completion of the Separation.

» The “Spin Business” refers to the business, operations, products, services and activities of ADS’
LoyaltyOne segment. See “Business” for more information.

» Except where the context otherwise requires, the term “ADS” refers to Alliance Data Systems
Corporation, the entity that owns Loyalty Ventures prior to the Separation and that after the
Separation will be a separately traded public company consisting of its remaining operations.

* The term “Distribution” refers to the distribution of 81% of the shares of Loyalty Ventures common
stock owned by ADS to stockholders of ADS as of the record date.

* The term “Restructuring” refers to the series of transactions, which will result in all of the assets,
liabilities and legal entities comprising the Spin Business being owned directly, or indirectly through
its subsidiaries, by Loyalty Ventures.

» Except where the context otherwise requires, the term “Separation” refers to the separation of the
Spin Business from ADS and the creation of an independent, publicly traded company, Loyalty
Ventures, through (1) the Restructuring and (2) the Distribution.

e The term “Distribution Date” means the date on which the Distribution occurs.

ii

https://www.sec.gov/Archives/edgar/data/1870997/000110465921117891/tm2122068d7 exh99x1.htm 5/207
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SPECIAL NOTE REGARDING FORWARD-LOOKING STATEMENTS

We have made statements under the captions “Summary,” “Risk Factors,” “Management’s Discussion
and Analysis of Financial Condition and Results of Operations,” “Business” and in other sections of this
information statement that are forward-looking statements. In some cases, you can identify these statements
by forward-looking words such as “may,” “might,” “will,” “should,” “expects,” “plans,” “intends,”
“anticipates,” “believes,” “estimates,” “predicts,” “potential” or “continue,” the negative of these terms and
other comparable terminology. These forward-looking statements, which are subject to risks, uncertainties
and assumptions about us, may include projections, forecasts or assumptions of our future financial
performance, our anticipated growth strategies and anticipated trends in our business. These statements are
only predictions based on our current expectations and projections about future events. There are important
factors that could cause our actual results, level of activity, performance or achievements to differ materially
from the results, level of activity, performance or achievements expressed or implied by the forward-looking
statements, including the numerous risks discussed under the caption entitled “Risk Factors.”

EENT3

EENT3

Although we believe the expectations reflected in the forward-looking statements are reasonable, we
cannot guarantee future results, level of activity, performance or achievements. Moreover, neither we nor
any other person assumes responsibility for the accuracy and completeness of any of these forward-looking
statements. Except as required by law, neither ADS nor we are under any duty to update any of these
forward-looking statements after the date of this information statement to conform our prior statements to
actual results or revised expectations.

iii

https://www.sec.gov/Archives/edgar/data/1870997/000110465921117891/tm2122068d7 exh99x1.htm 6/207
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SUMMARY

This summary highlights information contained elsewhere in this information statement. This summary
does not contain all of the information that you should consider. You should read this entire information
statement carefully, especially the risks of owning our common stock discussed under “Risk Factors” and
our audited combined financial statements, our unaudited pro forma combined financial statements and the
respective notes to those statements appearing elsewhere in this information statement. Except as otherwise
indicated or unless the context otherwise requires, the information included in this information statement
assumes the completion of all the transactions referred to in this information statement in connection with
the Separation.

Overview

We are 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
design our loyalty solutions around specific clients’ needs and goals, which can be both transactional and
emotional. The essence of loyalty is derived from a mix of emotions and memory. By activating these
unconscious influences, 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 own and operate the AIR MILES Reward Program, Canada’s most recognized
loyalty program, and Netherlands-based BrandLoyalty, a global provider of purpose-driven, tailor-made
campaign-based loyalty solutions for grocers and other high-frequency retailers.

The AIR MILES Reward Program is an end-to-end loyalty platform, combining technology,
data/analytics and other solutions to help our clients (who we call sponsors) drive increased engagement by
consumers (who we call collectors) with their brand. The AIR MILES Reward Program operates as a full
service coalition loyalty program for our sponsors. We provide all marketing, customer service, rewards and
redemption management for our sponsors. We typically grant sponsors exclusivity in their market category,
enabling them to realize incremental sales and increase market share as a result of their participation in the
AIR MILES Reward Program. The AIR MILES Reward Program enables collectors to earn AIR MILES
reward miles as they shop across a broad range of sponsors from financial institutions, grocery and liquor,
e-commerce, specialty retail, pharmacy, petroleum retail, and home furnishings to hardware, that participate
in the AIR MILES Reward Program. These AIR MILES reward miles can be redeemed by collectors for
travel, entertainment, experiences, merchandise or other rewards. Through our AIR MILES cash program
option, collectors can also instantly redeem their AIR MILES reward miles earned in the AIR MILES cash
program option toward in-store purchases at participating sponsors, such as Shell Canada. We estimate
approximately two-thirds of Canadian households actively participate in the AIR MILES Reward Program.

BrandLoyalty is a worldwide leader in campaign-based loyalty solutions that positively impact
consumer behavior on a mass scale. We pride ourselves on being a business with purpose by connecting
high-frequency retailers, supplier partners and consumers to create sustainable solutions for today’s
challenges. We design, implement, conduct and evaluate innovative, digitally-enhanced, tailor-made loyalty
campaigns. These campaigns are tailored for the specific client and are designed to reward key customer
segments based on their spending levels during defined campaign periods. At BrandLoyalty, we aim to let
all shoppers feel emotionally connected when they shop at our clients, by designing campaigns with the
right mechanics and rewards that instantly change shopping behavior and engender loyalty. The rewards we
offer come from top brands with high creative standards such as Disney, Zwilling, and vivo | Villeroy &
Boch.

We will be headquartered in Dallas, Texas. At December 31, 2020, we had over 1,400 employees. For
the year ended December 31, 2020, we generated $764.8 million in revenues, $75.1 million of net income
and $173.4 million in adjusted EBITDA. In addition, for the six months ended June 30, 2021, we generated
$327.5 million in revenues, $33.5 million of net income and $71.1 million in adjusted EBITDA. Upon our
separation from ADS, we expect to trade under the ticker symbol “LYLT” on Nasdagq.

Our strategies

Our goal is to accelerate stakeholder value creation through the continued development of loyalty
platforms for the tech-forward business and consumer era. We intend to pursue a variety of new
omnichannel
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initiatives, including expanding geographies and verticals; further enriching tech and analytic capabilities;
employing sustainable solutions; and seeking additional strategic partnerships.

Attract new clients and grow existing client base

The AIR MILES Reward Program continues to focus on broadening our sponsor base and expanding
the network effects of the coalition. We seek to attract new sponsors and deepen existing relationships by
enhancing our solutions portfolio. Deployment of enriched marketing and advertising capabilities will
further sponsors’ ability to reach and engage collectors, increasing the value proposition for sponsors and
reward suppliers alike. Diversifying the sponsor network, including expansion to non-traditional
partnerships and alliances, including new arrangements with business-to-business e-commerce platforms
that enable smaller, local e-commerce partners to incorporate AIR MILES reward miles in their promotional
activities, will allow for a stronger and broader ecosystem to capture a larger portion of total consumer
spend within the AIR MILES Reward Program. A core advantage to being a part of the AIR MILES Reward
Program is the benefit to each partner as the coalition expands.

Similarly, we believe there is market opportunity for BrandLoyalty to grow its client base by adding
new grocers in existing markets. Additional opportunity exists in the form of diversification into adjacent
segments, such as convenience stores and pharmacies, which are a natural fit for BrandLoyalty due to the
high frequency and spend profile of the customer base. Further expansion into new growing verticals like e-
commerce and food delivery is also expected to present significant opportunities.

By diversifying and growing our ability to integrate advanced data analytics with marketing and loyalty
services, we seek to position ourselves to serve the modern consumer, thus increasing the value proposition
for our clients by delivering long-term integrated growth opportunities and ultimately delivering returns for
our stakeholders.

Invest in technology to better engage consumers

The AIR MILES Reward Program continues to focus on driving collector engagement to enhance the
benefit to the entire coalition of sponsors. The AIR MILES Reward Program has focused on enhancing
digital initiatives targeting younger demographic channels as well as the broader collector base as a whole.
By providing in-store and mobile access and increasing the relevancy of personalized, targeted, real-time
offers, the AIR MILES Reward Program is improving effectiveness of digital campaigns and overall
collector engagement. We will continue to invest in technology to deliver new digital products and solutions
to improve collector engagement and the sponsor value proposition. An expansive collector and sponsor
base results in an expanding database, which can be used to create and monetize new and innovative
supplemental solutions for all partners of the ecosystem.

BrandLoyalty has built a first-class technology platform and an array of digital tools, including the
Bright Loyalty Platform, the Analytical Framework, StorePal and other features to support its campaign-
based loyalty solutions. The Analytical Framework provides full-cycle loyalty program design, real-time
feedback and evaluation to adjust programs in progress or apply learnings to future designs. BrandLoyalty’s
Bright Loyalty Platform provides shoppers the ability to collect and share points digitally, earn badges, play
games, view leaderboards and level up to achieve better status and more exclusive perks. BrandLoyalty also
offers StorePal to directly support in-store staff with program execution through state-of-the-art A.I.
analysis and collaboration to improve in-store marketing, display placement, staff program knowledge and
stock availability.

We believe opportunities exist to leverage the digital loyalty capabilities of BrandLoyalty’s platform
and the highly advanced data science platform of the AIR MILES Reward Program to enhance the digital
tools and capabilities of both businesses.

Expand into new geographies

We will seek to expand our geographic reach to accelerate growth. Our client-centered approach and
almost 30-year operating history has resulted in unique, rich shopper and market data, which we use to
generate insights for brands globally. There is substantial opportunity to reach untapped markets across the
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globe, which will serve as a growth lever in the near-term and solidify sustainable sources of revenue going
forward. In the near term, BrandLoyalty expects to increase its presence in the United Kingdom, the United
States and the Nordic region. We also intend to enhance our product offerings and geographic footprint
through opportunistic acquisitions that complement our business. We will consider select acquisition
opportunities that expand the breadth of our product portfolio, enhance our market positioning and
accelerate our presence in attractive geographies, while maintaining alignment with our culture.

Our competitive strengths

Global tech-enabled loyalty leader

Over the past three decades, the AIR MILES Reward Program has built one of the largest loyalty
rewards programs in Canada and established itself as a household name. The AIR MILES Reward Program
operates as a unique and differentiated coalition loyalty platform. Through our advanced technological
capabilities, our sponsors have access to both an extensive scale of customer insights and digital reach,
providing a superior understanding of consumer behavior, media response, and trends. As of December 31,
2020, the AIR MILES Reward Program platform extends across 10 million collector accounts, with a
sponsor base of approximately 135 sponsors that covered approximately 80% of the average household
spend categories across all regions of Canada. Today, our AIR MILES Reward Program partners with over
300 brands and offers collectors thousands of locations to earn. Our expansive national coverage through
sponsor partnerships spans brick & mortar physical locations, online retailers and financial institutions to
drive continued value to our collectors and, in turn, added awareness and recognition of the AIR MILES
brand. The breadth of sponsors and reward suppliers enables collector engagement on a recurring basis and
drives powerful network effects.

BrandLoyalty’s global network spans across 6 continents and 54 countries, partnering with
approximately 200 retailers worldwide. BrandLoyalty offers thousands of locations for customers to earn
and continues to maintain close relationships with retailers and build its client portfolio through its 20 sales
offices. While BrandLoyalty operates centrally, understanding and building relationships in the local market
enhances our delivery capability all over the world.

Rich consumer data platforms

Our robust data and analytics platforms utilizing SKU-level transactional data allow for personalized
offerings to drive loyalty for retailers. The AIR MILES Reward Program data platform enables the
collection and synthesis of thousands of attributes per collector, supporting hundreds of advanced analytic,
predictive models and machine learning algorithms. Unique identifiers track spend across hundreds of retail
partners and digital properties through almost 30 years of history. Our dataset provides visibility into
collector activity across the coalition, supplemented with third party data, to gather a holistic view of the
collector profile that enables us to benefit collectors with a more personalized experience and benefits
sponsors by driving engagement through more effective, highly-targeted, relevant marketing and
personalized campaigns and offers.

The BrandLoyalty data and analytics platform is optimized through a large historical database of
campaign insights, extensive shopper research and market intelligence. BrandLoyalty’s proprietary
analytical software is designed to maximize campaign performance by analyzing billions of consumer
transactions from campaigns across the world to more accurately identify the appropriate consumer
segment, reward product and price point for each retailer. Our data analytics support the retailer from start
to finish by identifying the right campaign type, providing predictions and insights on campaigns in
execution and evaluating campaigns following completion.

Strong technology platforms

Our technology platforms were built to support the services and solutions we deliver with underlying
principles of agility, versatility, scalability, and security at every level. Our platforms allow us to design,
adapt and optimize loyalty campaigns and deliver better value to our clients. Our platforms provide the
ability to automate workflow and target customers in real time and across multiple collector-facing
channels. Our data processing platform enables data science, data sharing, product building and model
factory capabilities,
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which turn customer data into meaningful insights. Our traditional marketing and Al capabilities identify
and match collectors and deliver personalization at scale through multiple digital channels.

We have opportunities to integrate components of each platform within the other, creating meaningful
opportunities to cross-sell the AIR MILES Reward Program and BrandLoyalty solutions. The AIR MILES
Reward Program’s data lake, issuance engine, access to rewards and personalization platform combined
with BrandLoyalty’s digital platform and campaign-based offerings gives us a unique position from which
to offer a full suite of capabilities, both short-term and long-term, globally, while adhering to privacy laws,
consumer expectations and client contract terms.

Deep, long-term relationships with clients and sponsors

We have maintained deep, long-standing relationships with large consumer-based businesses, including
well-known worldwide brands, such as Shell Canada, Sobeys Inc., Bank of Montreal, Rewe and Albert
Heijn.

For the AIR MILES Reward Program, we utilize our large collector base together with our data and
analytical capabilities to deepen our existing relationships with our sponsors, some of which have been part
of the program for almost 30 years, and continue to drive powerful benefits to collectors in the program. By
continuing to engage our collectors with personalized marketing experiences and scaled rewards, our
sponsors recognize the significant benefit to staying in the AIR MILES Reward Program and increasing
their customer spend (issuance) opportunity. We believe that our success with sponsors and our ability to
offer a variety of redemption options, both aspirational and instant, drive the appeal of AIR MILES Reward
Program to collectors. By delivering a personalized and seamless digital experience, we provide collectors
the ability to earn AIR MILES reward miles across an increasing network of sponsors and by offering them
attractive redemption options, we create an efficient sales channel that brings brand awareness to reward
suppliers.

At BrandLoyalty, we have had longstanding relationships with both the world’s leading grocery
retailers who value our broad portfolio of offerings and full service approach as well as our high-quality
rewards suppliers. We believe we have well-established positions with our clients, who have for many years
entrusted us to enhance critical relationships with their customers and manage sensitive customer
transaction data. We expect our strong client relationships will continue to drive our recurring revenue base,
which we believe will contribute to our success and growth. The result is proven sales growth for retailers
and strong connections between those retailers, their consumers and our exclusive merchandise and other
reward suppliers.

Experienced management team with deep industry expertise

We have a strong executive management team with a proven track record, including decades of
demonstrated leadership at the company. Our current executive management team has an average of over
13 years of industry experience. Charles Horn, who will serve as our president and chief executive officer
following the Distribution, is currently an executive vice president at ADS and has overseen the LoyaltyOne
segment since August 2019, in addition to the oversight of numerous other ADS board initiatives to include
service as interim chief executive officer of ADS prior to Mr. Andretta’s appointment. Prior to 2019,

Mr. Horn spent nearly a decade in the role of executive vice president and chief financial officer for ADS
where his primary responsibilities included providing strategic direction to executive management and the
board of directors, as well as evaluation and control of the capital structure of ADS, ensuring the company
maintained transparency and consistency in financial reporting and accounting practices across the
enterprise while serving as the key contact with the investment community. Blair Cameron will continue to
serve as president of the AIR MILES Reward Program, overseeing the entire operations and strategy of the
program. Mr. Cameron first joined the AIR MILES Reward Program team over 16 years ago, serving in
roles of increasing responsibility. Claudia Mennen will continue to serve as BrandLoyalty’s chief executive
officer. Following nearly 10 years of experience at PricewaterhouseCoopers and as chief financial officer
and vice president of finance at two other companies, Ms. Mennen joined BrandLoyalty as its chief
financial officer in early 2012 before also taking on the role of chief financial officer of the LoyaltyOne
segment for ADS in 2018. In 2019, she became chief executive officer of BrandLoyalty, where she has led
retail and loyalty strategies and operations.
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The Separation

On May 12, 2021, ADS announced a plan to distribute to ADS’ stockholders 81% of the shares of
common stock of a newly formed company, Loyalty Ventures, that would hold the Spin Business. Loyalty
Ventures is currently an indirect, wholly-owned subsidiary of ADS and, at the time of the Distribution will
hold, directly or indirectly through its subsidiaries, the assets and liabilities associated with the Spin
Business.

The Separation will be achieved through the transfer of all the assets and liabilities of the Spin
Business to Loyalty Ventures or its subsidiaries in the Restructuring and the distribution of 81% of the
outstanding capital stock of Loyalty Ventures pro rata to holders of ADS common stock as of the close of

business on , 2021, the record date for the Distribution. At the effective time of the
Distribution, ADS stockholders will receive one share of Loyalty Ventures common stock for

every shares of ADS common stock held on the record date. The Separation is expected to
be completed on , 2021. Immediately following the Separation, ADS stockholders as of

the record date for the Distribution will own 81% of the outstanding shares of common stock of Loyalty
Ventures. ADS will retain a 19% ownership interest in Loyalty Ventures. ADS will vote its Loyalty Ventures
common stock in the same proportion as the votes cast in respect of the common stock not owned by ADS
on any matter presented for a vote of Loyalty Ventures’ stockholders. ADS may transfer all or a portion of
such retained ownership interest in Loyalty Ventures to one or more of ADS’ creditors in satisfaction of
ADS?’ third party debt within one year of the Distribution, and any remaining ownership interest in Loyalty
Ventures will be disposed by ADS no later than 5 years after the Distribution.

Before the Distribution, we will enter into a Separation and Distribution Agreement and several other
ancillary agreements with ADS to effect the Separation and provide a framework for our relationship with
ADS after the Separation. These agreements will provide for the allocation between Loyalty Ventures and
ADS of ADS’ assets, liabilities and obligations (including with respect to employee matters, intellectual
property matters, tax matters and certain other matters). Loyalty Ventures and ADS will also enter into a
Transition Services Agreement, which will provide for various corporate, administrative and information
technology services.

The ADS board of directors believes separating the Spin Business from ADS is in the best interests of
ADS and its stockholders and has concluded the Separation will provide ADS and Loyalty Ventures with a
number of potential opportunities and benefits, including the following:

* Strategic and Management Focus. Permit the management team of each company to focus on its own
strategic priorities with financial targets that best fit its own business, opportunities, market
development and geographical focus. We believe the Separation will enable each company’s
management team to better position its businesses to capitalize on developing macroeconomic trends,
increase managerial focus to pursue its individual strategies and leverage its key strengths to drive
performance. The management of each resulting company will be able to concentrate on its core
competencies and growth opportunities, and will have increased flexibility and speed to design and
implement corporate strategies based on the characteristics of its business.

* Resource Allocation and Capital Deployment. Allow each company to allocate resources, incentivize
employees and deploy capital to capture the significant long-term opportunities in their respective
markets. The Separation will enable each company’s management team to implement a capital
structure, dividend policy and growth strategy tailored to each unique business. Both businesses are
expected to have direct access to the debt and equity capital markets to fund their respective growth
strategies.

* Investor Choice. Provide investors, both current and prospective, with the ability to value the two
companies based on their distinct business characteristics and make more targeted investment
decisions based on those characteristics. Separating the two businesses will provide investors with a
discrete investment opportunity so that investors interested in companies in our business will have
the opportunity to acquire stock of Loyalty Ventures.

The distribution of our common stock as described in this information statement is subject to the
satisfaction or waiver of certain conditions. For more information, see “Risk Factors — Risks relating to
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the Separation” and “The Separation — Conditions to the Distribution” included elsewhere in this
information statement.

Corporate information

Loyalty Ventures was incorporated in Delaware on June 21, 2021. Loyalty Ventures does not currently
have any operations, has no assets and is not expected to conduct any operations until the completion of the
Restructuring on or prior to the Distribution Date, pursuant to which the Spin Business assets will be
contributed to and the Spin Business liabilities will be assumed by Loyalty Ventures in accordance with the
Separation and Distribution Agreement and other agreements entered into in connection with the Separation.
We are currently in the process of identifying office space for our corporate headquarters in the United
States. For the time being, our principal executive offices are located at c/o Alliance Data Systems
Corporation, 7500 Dallas Parkway, Suite 700, Plano, Texas 75024 and our telephone number is (214) 494-
3000. Our website is . Our website and the information to be contained therein or
connected thereto is not incorporated into this information statement or the registration statement of which
it forms a part.
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QUESTIONS AND ANSWERS ABOUT THE SEPARATION
Please see “The Separation” for a more detailed description of the matters summarized below.
Q: Why am I receiving this document?

A: You are receiving this document because you are a holder of shares of ADS common stock on the
record date for the Distribution and, as such, will be entitled to receive shares of Loyalty Ventures common
stock upon completion of the transactions described in this information statement. We are sending you this
document to inform you about the Separation and to provide you with information about Loyalty Ventures
and its business and operations upon completion of the Separation.

Q: What do I have to do to participate in the Separation?

A: Nothing. You will not be required to pay any cash or deliver any other consideration in order to
receive the shares of Loyalty Ventures common stock that you will be entitled to receive upon completion of
the Separation. In addition, no stockholder approval will be required for the Separation and therefore you
are not being asked to provide a proxy with respect to any of your shares of ADS common stock in
connection with the Separation and you should not send us a proxy.

Q: Why is ADS separating the Spin Business from its other businesses?

A: The ADS board of directors believes separating our business from ADS’ other business will
provide both companies with a number of potential opportunities and benefits, such as enabling (1) the
management team of each company to focus on its own strategic priorities with financial targets that best fit
its own business, opportunities, market development and geographical focus; (2) each company to allocate
resources and deploy capital in a manner consistent with its own priorities; and (3) investors, both current
and prospective, to value the two companies based on their distinct business characteristics and make more
targeted investment decisions based on those characteristics.

Q: What is Loyalty Ventures?

A: Loyalty Ventures is a newly formed Delaware corporation that will hold the Spin Business, directly
or indirectly through its subsidiaries, and be publicly traded on Nasdaq following the Separation.

Q: How will ADS accomplish the Separation of Loyalty Ventures?

A: The Separation involves the Restructuring (i.e., the transfer of the assets and liabilities related to
the Spin Business to Loyalty Ventures or its subsidiaries) and the Distribution (i.e., ADS’ distribution to its
stockholders of 81% of the outstanding shares of Loyalty Ventures’ common stock). Following this
Restructuring and Distribution, Loyalty Ventures will be a publicly traded company independent from ADS,
and ADS will retain a 19% ownership interest in Loyalty Ventures. ADS’ Loyalty Ventures common stock
will be voted in the same proportion as the votes cast in respect of the common stock not owned by ADS on
any matter presented for a vote of Loyalty Ventures’ stockholders.

Q: What will I receive in the Distribution?

A: At the effective time of the Distribution, you will be entitled to receive one share of Loyalty

Ventures common stock for every shares of ADS common stock held by you on the record
date.

Q: How does my ownership in ADS change as a result of the Separation?

A: Your ownership of ADS stock will not be affected by the Separation.

Q: What is the record date for the Distribution?

A: The record date for the Distribution is , 2021, and ownership will be determined as of
the close of business on that date. When we refer to the record date in this information statement, we are
referring to that time and date.

Q: When will the Distribution occur?

A: The Distribution is expected to occur on ,2021.
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Q: As a holder of shares of ADS common stock as of the record date for the Distribution, how will
shares of Loyalty Ventures be distributed to me?

A: At the effective time, we will instruct our transfer agent and distribution agent to make book-entry
credits for the shares of Loyalty Ventures common stock that you are entitled to receive. Since shares of
Loyalty Ventures common stock will be in uncertificated book-entry form, you will receive share ownership
statements in place of physical share certificates.

Q: What if I hold my shares through a broker, bank or other nominee?

A: ADS stockholders who hold their shares through a broker, bank or other nominee will have their
brokerage account credited with Loyalty Ventures common stock. For additional information, those
stockholders should contact their broker or bank directly.

Q: Why is no ADS stockholder vote required to approve the Separation and its material terms?

A: ADS is incorporated in Delaware. Delaware law does not require a stockholder vote to approve the
Separation because the Separation will be effected by a stock dividend and does not constitute a sale, lease
or exchange of all or substantially all of the assets of ADS.

Q: How will fractional shares be treated in the Distribution?

A: You will not receive fractional shares of Loyalty Ventures common stock in the Distribution. The
distribution agent will aggregate and sell on the open market the fractional shares of Loyalty Ventures
common stock that would otherwise be issued in the Distribution, and if you would otherwise be entitled to
receive a fractional share of Loyalty Ventures common stock in connection with the Distribution, you will
instead receive the net cash proceeds of the sale attributable to such fractional share.

Q: What are the U.S. federal income tax consequences to me of the Distribution?

A: A condition to the closing of the Separation is ADS’ receipt of a private letter ruling from the IRS
and an opinion of Davis Polk & Wardwell LLP to the effect that the Distribution, together with certain
related transactions, will qualify under the Internal Revenue Code of 1986, as amended (the “Code”), as a
transaction that is tax-free to ADS and to its stockholders. On the basis that the Distribution so qualifies, for
U.S. federal income tax purposes, you will not recognize any gain or loss, and no amount will be included
in your income in connection with the Distribution, except with respect to any cash received in lieu of
fractional shares. You should review the section entitled “The Separation—material U.S. federal income tax
consequences of the Distribution” for a discussion of the material U.S. federal income tax consequences of
the Distribution.

Q: How will I determine the tax basis I will have in my ADS shares after the Distribution and the
Loyalty Ventures shares I receive in the Distribution?

A: Generally, for U.S. federal income tax purposes, your aggregate basis in your shares of ADS
common stock and the shares of Loyalty Ventures common stock you receive in the Distribution (including
any fractional shares for which cash is received) will equal the aggregate basis of ADS common stock held
by you immediately before the Distribution. This aggregate basis should be allocated between your shares of
ADS common stock and the shares of Loyalty Ventures common stock you receive in the Distribution
(including any fractional shares for which cash is received) in proportion to the relative fair market value of
each immediately following the Distribution. See “The Separation—Material U.S. federal income tax
consequences of the Distribution.”

Q: How will ADS’ common stock and Loyalty Ventures’ common stock trade after the Separation?

A: There is currently no public market for Loyalty Ventures’ common stock. We expect to have
Loyalty Ventures’ shares of common stock listed on Nasdaq under the ticker symbol “LYLT.” ADS common
stock will continue to trade on the New York Stock Exchange (“NYSE”) under the ticker symbol “ADS.”
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Q: IfIsell my shares of ADS common stock before or on the Distribution Date, will I still be entitled
to receive Loyalty Ventures shares in the Distribution with respect to the sold shares?

A: Beginning on or shortly before the record date and continuing up to and including the Distribution
Date, we expect there will be two markets in ADS common stock: a “regular-way” market and an “ex-
distribution” market. Shares of ADS common stock that trade on the “regular-way” market will trade with
an entitlement to receive shares of our common stock to be distributed in the Distribution. Shares that trade
on the “ex-distribution” market will trade without an entitlement to receive shares of our common stock to
be distributed in the Distribution, so that holders who initially sell ADS shares ex-distribution will still be
entitled to receive shares of Loyalty Ventures common stock even though they have sold their shares of
ADS common stock before the Distribution, because the ADS shares were sold after the record date.
Therefore, if you owned shares of ADS common stock on the record date and sell those shares on the
“regular-way” market before the Distribution Date, you will also be selling the right to receive the shares of
our common stock that would have been distributed to you in the Distribution. If you own shares of ADS
common stock as of the close of business on the record date and sell these shares in the “ex-distribution”
market on any date up to and including the Distribution Date, you will still receive the shares of our
common stock that you would be entitled to receive in respect of your ownership of the shares of ADS
common stock that you sold. You are encouraged to consult with your financial advisor regarding the
specific implications of selling your ADS common stock prior to or on the Distribution Date.

Q: Will I receive a stock certificate for Loyalty Ventures shares distributed as a result of the
Distribution?

A: No. Registered holders of ADS common stock who are entitled to participate in the Distribution
will receive a book-entry account statement reflecting their ownership of Loyalty Ventures common stock.
For additional information, registered stockholders in the U.S., Canada or Puerto Rico should contact ADS’
transfer agent, Computershare Trust Company, N.A. (“Computershare”), in writing at: Computershare Inc.,
Computershare Trust Company, 150 Royall Street, Canton MA 02021, Toll Free at 1-877-373-6374 or
through its website at www.computershare.com/investor. Stockholders from outside the U.S., Canada and
Puerto Rico may call 1-781-575-2879. See “The Separation—When and how you will receive the
Distribution of Loyalty Ventures’ shares.”

Q: Can ADS decide to cancel the Distribution of the Loyalty Ventures’ common stock even if all the
conditions have been met?

A: Yes. ADS has the right to terminate, or modify the terms of, the Separation at any time prior to the
Distribution, even if all of the conditions to the Distribution are satisfied.

Q: Do I have appraisal rights?
A: No, ADS stockholders do not have any appraisal rights in connection with the Separation.
Q: Will Loyalty Ventures incur any debt in connection with the Separation?

A: Yes. We intend to enter into new financing arrangements in anticipation of the Separation
consisting of a term loan B facility (the “new term loan facility’’). We expect to incur approximately
$675.0 million of new debt from the proceeds of the new term loan facility, the net proceeds of which we
intend to use to fund a portion of a cash transfer of $750.0 million to ADS, or one or more of its
subsidiaries, as part of the Restructuring. See “The Separation—Incurrence of debt.”

Following the Separation, our debt obligations could restrict our business and may adversely impact
our financial condition, results of operations or cash flows. In addition, our separation from ADS may
increase the overall cost of debt funding and decrease the overall debt capacity and commercial credit
available to the businesses collectively. Also, our business, financial condition, results of operations and
cash flows could be harmed by a deterioration of our credit profile or by factors adversely affecting the
credit markets generally. See “Risk Factors—Risks relating to the Separation.”

Q: Does Loyalty Ventures intend to pay cash dividends?

A: We do not currently intend to pay any cash dividends on our capital stock in the foreseeable future.
We currently intend to retain all available funds and any future earnings to reduce our debt as well as
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fund the development and expansion of our business. The declaration and amount of any dividends to
holders of our common stock will be at the discretion of our board of directors and will depend upon many
factors, including our financial condition, earnings, cash flows, capital requirements of our business,
covenants associated with our debt obligations, legal requirements, industry practice and any other factors
the board of directors deems relevant. See “Dividend Policy.”

Q:  Will the Separation affect the trading price of my ADS stock?

A: Yes. The trading price of shares of ADS common stock immediately following the Distribution is
expected to be lower than immediately prior to the Distribution because the trading price will no longer
reflect the value of the Spin Business. We cannot provide you with any assurance regarding the price at
which the ADS shares will trade following the Separation.

Q:  What will happen to outstanding ADS equity awards?

A: In connection with the Separation, outstanding ADS equity awards will generally be adjusted,
amended or otherwise addressed in a manner that is intended to preserve the value of such awards as of
immediately before and after the Distribution.

Specifically, we intend that, in connection with the Separation, (i) outstanding ADS equity awards held
by individuals who will continue to be employed by or provide services to ADS will be equitably adjusted
to reflect the difference in the value of ADS common stock before and after the Distribution in a manner
that is intended to preserve the overall intrinsic value of the awards, and (ii) certain outstanding ADS equity
awards held by individuals who are employed by or otherwise providing services to Loyalty Ventures, or
whose employment or engagement will be transferred to Loyalty Ventures in connection with the
Separation, will either be accelerated and settled or canceled and replaced in a manner that is intended to
generally preserve the intrinsic value of the awards.

The specific adjustment mechanics will be agreed between Loyalty Ventures and ADS and set forth in
the Employee Matters Agreement that we intend to enter into with ADS prior to the Separation.

Q: What will the relationship between ADS and Loyalty Ventures be following the Separation?

A: After the Separation, ADS will retain a 19% ownership interest in Loyalty Ventures common stock,
while each of ADS and Loyalty Ventures will be independent, publicly traded companies with their own
management teams and boards of directors. ADS’ Loyalty Ventures common stock will be voted in the same
proportion as the votes cast in respect of the common stock not owned by ADS on any matter presented for
a vote of Loyalty Ventures’ stockholders. The chair of ADS’ board is expected to be the chair of Loyalty
Ventures’ board for a single fixed term of up to three years, subject to IRS approval. In connection with the
Separation, we will enter into a number of agreements with ADS that, among other things, govern the
Separation and allocate responsibilities for obligations arising before and after the Separation, including,
among others, obligations relating to our employees, taxes, liabilities and real and intellectual property. See
“The Separation—Agreements with ADS.”

Q: Who is the transfer agent for Loyalty Ventures common stock?

A: Computershare will be the transfer agent for Loyalty Ventures common stock. Computershare’s
mailing address is C/O: Shareholder Services, P.O. Box 505000, Louisville, Kentucky 40233-5000 and
Computershare’s phone number for stockholders in the U.S., Canada or Puerto Rico is Toll Free 1-800-446-
2617 and for stockholders from outside the U.S., Canada and Puerto Rico is

Q: Who is the distribution agent for the Distribution?
A: Computershare Trust Company, N.A.
Q: Who can I contact for more information?

A: If you have questions relating to the mechanics of the distribution of Loyalty Ventures shares, you
should contact the distribution agent:

10
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Computershare Inc.
Computershare Trust Company,
150 Royall Street

Canton, Massachusetts 02021
Toll-Free: 1-877-373-6374
International: 1-781-575-2879

Before the Separation, if you have questions relating to the transactions described herein, you should
contact ADS at:

Brian Vereb

Alliance Data Systems Corporation
3075 Loyalty Circle

Columbus, Ohio 43219
investorrelations@alliancedata.com

After the Separation, if you have questions relating to the transactions described herein, you should
contact Loyalty Ventures at:

John J. Chesnut

Loyalty Ventures

7500 Dallas Parkway, Suite 700
Plano, Texas 75024
investorrelations@loyalty.com

11
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Distributing Company

Distributed Company

Distributed Company Structure

Record Date

Distribution Date

Distributed Securities

Distribution Ratio

Fractional Shares

SUMMARY OF THE SEPARATION

The following is a summary of the material terms of the Separation, including the Restructuring, the
Distribution and certain other related transactions.

ADS, a Delaware corporation. After the Distribution, ADS will
retain a 19% ownership interest in Loyalty Ventures common
stock.

Loyalty Ventures, a Delaware corporation, is a wholly owned
subsidiary of ADS and, at the time of the Distribution, will hold,
directly or indirectly through its subsidiaries, all of the assets and
liabilities of the Spin Business. After the Distribution, Loyalty
Ventures will be an independent, publicly traded company.

Loyalty Ventures is a parent company. At the time of the
Distribution it will own the shares of a number of subsidiaries
operating its businesses.

The record date for the Distribution is on the close of business
on ,2021.

The Distribution Date is ,2021.

ADS will distribute 81% of the shares of Loyalty Ventures
common stock outstanding immediately prior to the Distribution.
Based on the approximately shares of ADS common
stock outstanding on , 2021, and applying the
distribution ratio of one share of Loyalty Ventures common stock
for every shares of ADS common stock, ADS will
distribute approximately shares of Loyalty Ventures
common stock to ADS stockholders who hold ADS common
stock as of the record date.

Each holder of ADS common stock will receive one share of
Loyalty Ventures common stock for every shares of
ADS common stock held as of the close of business

on ,2021.

ADS will not distribute any fractional shares of Loyalty Ventures
common stock to ADS stockholders. Instead, as soon as
practicable after the Distribution Date, the distribution agent will
aggregate fractional shares into whole shares, sell the whole
shares in the open market at prevailing prices and distribute the
net cash proceeds, net of brokerage fees and commissions,
transfer taxes and other costs and after making appropriate
deductions of the amounts required to be withheld for U.S.
federal income tax purposes, if any, from the sales pro rata to
each holder who would otherwise have been entitled to receive a
fractional share in the Distribution. The distribution agent will
determine when, how, through which broker-dealers and at what
prices to sell the aggregated fractional shares. Recipients of cash
in lieu of fractional shares will not be entitled to any minimum
sale price for the fractional shares or to any interest on the
amounts of payments made in lieu of fractional shares. The
receipt of cash in lieu of fractional shares generally will be
taxable to the recipient stockholders for U.S. federal income tax
purposes as described in “The Separation—Material U.S. federal
income tax consequences of the Distribution.”
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Distribution Method Loyalty Ventures common stock will be issued only by direct
registration in book-entry form. Registration in book-entry form
is a method of recording stock ownership when no physical paper
share certificates are issued to stockholders, as is the case in this
Distribution.

Conditions to the Distribution The Distribution is subject to the satisfaction or waiver by ADS
of the following conditions, as well as other conditions described
in this information statement in “The Separation—Conditions to
the Distribution”:

*  The board of directors of ADS will have approved the
Distribution.

*  The SEC will have declared effective our registration
statement on Form 10, of which this information statement
is a part, under the Securities Exchange Act of 1934, as
amended (the “Exchange Act”), no stop order suspending
the effectiveness of our registration statement on Form 10
will be in effect, and no proceedings for such purpose will
have been instituted or threatened by the SEC, and this
information statement, or a notice of Internet availability
thereof, will have been mailed to the holders of ADS
common stock as of the record date for the Distribution;

. Our common stock to be delivered in the Distribution will
have been approved for listing on Nasdaq, subject to official
notice of issuance;

*  ADS will have received a private letter ruling from the IRS
and an opinion of Davis Polk & Wardwell LLP, in each case
reasonably satisfactory to ADS, to the effect that, for U.S.
federal income tax purposes, the Distribution, together with
certain related transactions, will qualify as a tax-free
“reorganization” within the meaning of Section 368(a)(1)(D)
of the Code and a tax-free distribution within the meaning of
Section 355 of the Code;

*  Any material governmental approvals and consents and any
material permits, registrations and consents from third
parties, in each case, necessary to effect the distribution and
to permit the operations of our business after the
Distribution Date substantially as conducted as of the date of
the Separation and Distribution Agreement will have been
obtained; and

*  No event or development will have occurred or exist that, in
the judgment of the ADS board of directors, in its sole and
absolute discretion, makes it inadvisable to effect the
Separation or other transactions contemplated by the
Separation and Distribution Agreement or by any of the
ancillary agreements contemplated by the Separation and
Distribution Agreement.

The fulfillment of the conditions to the Distribution will not
create any obligations on ADS’ part to effect the Separation, and
the ADS board of directors has reserved the right, in its sole
discretion, to abandon, modify or change the terms of the
Separation, including by accelerating or delaying the timing of
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Stock Exchange Listing

Dividend Policy

Transfer Agent

U.S. Federal Income Tax
Consequences

the consummation of all or part of the Distribution, at any time
prior to the Distribution Date.

We expect to apply to have our shares of common stock listed on
Nasdaq under the ticker symbol “LYLT.”

We do not currently intend to pay any cash dividends on our
capital stock in the foreseeable future. We currently intend to
retain all available funds and any future earnings to fund the
reduction of our debt as well as the development and expansion
of our business. The declaration and amount of any dividends to
holders of our common stock will be at the discretion of our
board of directors and will depend upon many factors, including
our financial condition, earnings, cash flows, capital
requirements of our business, covenants associated with our debt
obligations, legal requirements, regulatory constraints, industry
practice and any other factors the board of directors deems
relevant. For more information, see “Dividend Policy.”

Computershare Trust Company, N.A.

A condition to the closing of the Separation is ADS’ receipt of a
private letter ruling from the IRS and an opinion of Davis Polk &
Wardwell LLP to the effect that the Distribution, together with
certain related transactions, will qualify under the Code as a
transaction that is tax-free to ADS and to its stockholders. You
should review the section entitled “The Separation—Material
U.S. federal income tax consequences of the Distribution” for a
discussion of the material U.S. federal income tax consequences
of the Distribution.

14

https://www.sec.gov/Archives/edgar/data/1870997/000110465921117891/tm2122068d7 exh99x1.htm

21/207



1/3/24, 2:53 PM tm2122068-7_1012ba_DIV_03-exh99x1 - block - 40.0314554s
TABLE OF CONQI65

SUMMARY RISK FACTORS

We are subject to a number of risks, including risks related to the Separation, including the
Restructuring and the Distribution, and other related transactions. The following summary of our principal
risks provides an overview of the uncertainty inherent in investing in us presents and is not exhaustive. This
summary is qualified in its entirety by reference to the complete description of our risk factors set forth
immediately below. Please read “Risk Factors” carefully for a more thorough description of these and other
risks. With regard to strategic business risks and our competitive environment, we caution that the pervasive
impacts of COVID-19 on the macroeconomic environment will continue to heighten all of our risks for an
indeterminate duration.

Risks relating to the separation include failure to realize anticipated benefits, expenditure of limited resources,
lack of independent operating history, incurrence of additional debt, discretionary actions of the ADS board of
directors, inequitable indemnities, insufficient remedies or markets for our equity securities, conflicts of interest,
and potential tax-related liabilities.

* Our business may be harmed if anticipated benefits from the Separation fail to materialize or their
realization is delayed.

» Without history operating as an independent company, our historical combined financials and
unaudited pro forma financial information may not necessarily be representative of the results we
would have achieved as an independent, publicly traded company and may not be indicative of our
future prospects.

* We may incur significant costs and diversion of executive management and other resources to create
the infrastructure necessary to operate as an independent publicly traded company, or experience
operational disruptions in connection with the Separation.

 Until the Distribution occurs, the ADS board of directors in its sole discretion may change the terms
of the Separation to be less favorable to us.

+ Following the Separation, our newly incurred debt obligations may restrict our business, increase our
cost of debt funding and/or decrease our overall debt capacity and commercial credit availability.

* Reciprocal indemnifications with ADS in connection with the Separation may not equitably allocate
responsibility, may be insufficient to insure us for liabilities incurred or may require us to divert cash
to fund obligations to ADS.

» Without rights to approve or dissenter’s rights in connection with the Separation, ADS stockholders
may seek to sell their ADS and/or Loyalty Ventures shares, and the post-Distribution value may not
equal or exceed the pre-Distribution value and there may not be a sufficient trading market for one or
both companies.

+ Certain Loyalty Ventures directors, executive officers and other personnel may continue to own
significant positions in ADS relative to their assets, giving rise to conflicts of interest during the
transition.

+ If the Restructuring, Separation and Distribution fail to qualify as tax-free due to a prior breach of
any covenant or representation by us or if we fail to comply with the restrictions placed on us for
subsequent periods, we may be responsible for significant tax-related liabilities.

Risks relating to our business strategy, competitive environment and operations include client concentration,
loss of sponsors, clients, rewards suppliers or collector engagement, disruptions in reward quality or availability,
failure to identify new business opportunities, changes in consumer preference or behavior, potential for data
breach or other restrictions on the use of consumer information, operating in complex global legal environments
and fluctuations in global economic conditions.

* Our ten largest clients represented just over half of our combined revenue in 2020, and
BrandLoyalty’s client commitments are not long-term.

* Loss of sponsors, business by our clients, relationships with rewards suppliers or changes in collector
redemption amounts or patterns may limit both growth and profitability.

15
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Airline or travel industry disruptions, including airline competition, market availability, operating
restrictions, restructurings or insolvencies, could limit collector engagement in the AIR MILES
Reward Program.

Failure to accurately forecast consumer demand for our BrandLoyalty campaigns could result in
excess inventories or inventory shortages.

Inability to anticipate and respond to market trends and changes in consumer preferences for loyalty
program features or rewards could reduce demand for our services.

Failure of rewards suppliers to deliver in contracted quantities, in a timely manner and meeting
quality standards could adversely affect our reputation with sponsors, clients and loyalty program
participants.

Opportunities to grow our business may be limited by inability to identify suitable acquisitions or
new business opportunities, or to effectively integrate businesses we acquire.

Failures in data protection, cyber and information security and protection of intellectual property
rights could critically impair our products, services and ability to conduct business as well as expose
us to legal claims.

Consumer protection, data protection and data privacy and security laws restrict functionality that
enhance loyalty and marketing program capabilities and their appeal to sponsors, clients and loyalty
program participants.

Complex international laws as well as operating in jurisdictions lacking developed regulatory and
legal systems requires extensive effort to manage compliance.

Global economic factors beyond our control may impact demand for our services and cause
fluctuations in foreign currency exchange rates that impact our results of operations.

Risks relating to our indebtedness include maintaining adequate liquidity and servicing our outstanding
indebtedness.

High levels of indebtedness may restrict our ability to compete, react to changes in our business and
incur additional indebtedness to fund future needs.

Risks relating to our common stock include lack of an existing trading market, differences in our profile from
that of ADS, restrictive provisions in our charter documents and potential for dilution.

No public market currently exists for our common stock, and the market price and trading volume of
our common stock may be volatile, making resale of your Loyalty Ventures shares at or above the
initial market price following the Separation difficult.

Because our common stock will not be included in the Standard & Poor’s Midcap 400 Index, or other
stock indices, and is not expected to pay a recurring dividend, significant amounts of our common
stock distributed to current ADS investors with defined investment policies requiring such features
will likely need to be sold in the open market where there may not be offsetting demand.

Provisions in our amended and restated certificate of incorporation and amended and restated bylaws
and certain provisions of Delaware law could delay or prevent a change in control of Loyalty
Ventures.

A large number of our shares are or will be eligible for future sale, which may dilute your percentage
ownership in Loyalty Ventures and cause the market price of our common stock to decline.
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RISK FACTORS

You should carefully consider each of the following risks and all of the other information contained in
this information statement. Some of these risks relate principally to our separation from ADS, while others
relate principally to our business and the industry in which we operate or to the securities markets
generally and ownership of our common stock. Our business, prospects, results of operations, financial
condition or cash flows could be materially and adversely affected by any of these risks, and, as a result, the
trading price of our common stock could decline.

Risks relating to the separation

We may not realize the anticipated benefits firom the Separation, and the Separation could harm our business.

We may not be able to achieve the full strategic and financial benefits expected to result from the
Separation, or such benefits may be delayed. The Separation is expected to enhance strategic and
management focus, provide a distinct investment identity and allow us to efficiently allocate resources and
deploy capital. We may not achieve these and other anticipated benefits for a variety of reasons, including,
among others:

* The Separation will require significant amounts of management’s time and effort, which may divert
management’s attention from operating and growing our business;

* Following the Separation, we may be more susceptible to economic downturns and other adverse
events than if we were still a part of ADS;

+ Following the Separation, our business will be less diversified than ADS’ business prior to the
Separation and also experience a loss of scale and access to certain financial, managerial and
professional resources that may have benefited us in the past; and

» The other actions required to separate the respective businesses could disrupt our operations.

If we fail to achieve some or all of the benefits expected to result from the Separation, or if such
benefits are delayed, our business could be harmed.

We have no history of operating as an independent, publicly traded company, and our historical combined
financials and unaudited pro forma financial information is not necessarily representative of the results that we
would have achieved as an independent, publicly traded company and may not be a reliable indicator of our future
results.

Our historical combined and unaudited pro forma combined financial information included in this
information statement have been derived from ADS’ consolidated financial statements and accounting
records and are not necessarily indicative of our future results of operations, financial condition or cash
flows, nor do they reflect what our results of operations, financial condition or cash flows would have been
as an independent public company during the periods presented. In particular, the historical combined
financial information included in this information statement is not necessarily indicative of our future
results of operations, financial condition or cash flows primarily because of the following factors:

* Prior to the Separation, our business has been operated by ADS as part of its broader corporate
organization, rather than as an independent company. ADS or one of its affiliates provide support for
various functions including internal audit, finance, accounting, tax, human resources, procurement,
information technology, and public company reporting functions ;

e Our historical combined financial results reflect the direct, indirect and allocated costs for such
services historically provided by ADS, and these costs may significantly differ from the comparable
expenses we would have incurred as an independent, publicly traded company;

* Our cost of debt and other capital may significantly differ from that which is reflected in our
historical combined financial statements;
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* The historical combined financial information may not fully reflect the costs associated with the
Separation, including the costs related to being an independent public company;

* Our historical combined financial information does not reflect our obligations under the various
transitional and other agreements we will enter into with ADS in connection with the Separation; and

* Currently, our business is integrated with that of ADS and we benefit from ADS’ size and scale in
costs, employees and vendor and customer relationships. Thus, costs we will incur as an independent
company may significantly exceed comparable costs we would have incurred as part of ADS and
some of our customer relationships may be weakened or lost. For example, some of our contract
counterparties may have contracted with us because we were part of ADS, and we may have
difficulty obtaining favorable terms in our contractual arrangements in the future as a result of our
separation from ADS.

We based the pro forma adjustments included in this information statement on available information
and assumptions that we believe are reasonable and factually supportable; actual results, however, may vary.
In addition, our unaudited pro forma combined financial information included in this information statement
may not give effect to various ongoing additional costs we may incur in connection with being an
independent public company. Accordingly, our unaudited pro forma combined financial statements do not
reflect what our results of operations, financial condition or cash flows would have been as an independent
public company and are not necessarily indicative of our future financial condition or results of operations.

Please refer to “Unaudited Pro Forma Combined Financial Statements,” “Management’s Discussion
and Analysis of Financial Condition and Results of Operations” and our historical combined financial
statements and the notes to those statements included elsewhere in this information statement.

We will incur significant costs to create the corporate infirastructure necessary to operate as an independent public
company.

ADS currently performs all or part of certain corporate functions for us, including internal audit,
finance, accounting, tax, human resources, procurement, information technology, and public company
reporting functions. The cost of these services allocated to us in our historical combined financial
statements was based on management estimates and may not be indicative of the costs had we operated on a
standalone basis, independent of ADS. Following the Separation, ADS will continue to provide certain of
these services to us on a transitional basis, for a period of up to two years following the Distribution
pursuant to a Transition Services Agreement that we will enter into with ADS. See “The Separation—
Agreements with ADS—Transition Services Agreement.” ADS may not successfully execute all of these
functions during the transition period or we may have to expend significant efforts or costs materially in
excess of those estimated under the Transition Services Agreement. Any interruption in these services could
have a material adverse effect on our business, results of operations, financial condition and cash flows.

In addition, at the end of this transition period, we will need to perform these functions ourselves or
hire third parties to perform these functions on our behalf. The costs associated with performing or
outsourcing these functions are not reflected in our historical combined financial statements. We expect to
incur costs beginning in the fourth quarter of 2021 to establish the necessary infrastructure. A significant
increase in the costs of performing or outsourcing these functions could materially and adversely affect our
business, results of operations, financial condition and cash flows.

Furthermore, we may experience certain operational disruptions in connection with the Separation as
we transition to operating as an independent public company, including information technology disruptions
with respect to our public company reporting functions as certain data, software, information technology
hardware and other information technology assets and systems are transitioned or re-allocated between us
and ADS, or as we implement new systems or upgrades in connection with such transition. Our ability to
effectively manage and meet our public company reporting obligations depends significantly on information
technology systems, and any failure, disruption, interruption, malfunction or other issue with respect to such
systems could have a material adverse effect on our business and results of operations.
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The obligations associated with being a public company will require significant resources and management
attention.

Currently, we are not directly subject to the reporting and other requirements of the Exchange Act.
Following the effectiveness of the registration statement of which this information statement forms a part,
we will be directly subject to such reporting and other obligations under the Exchange Act and the rules of
Nasdaq. As an independent public company, we are required to, among other things:

* Prepare and distribute periodic reports, proxy statements and other stockholder communications in
compliance with the federal securities laws and rules as well as Nasdaq requirements;

* Have our own board of directors and committees thereof, which comply with federal securities laws
and rules as well as Nasdaq requirements;

* Institute our own financial reporting and disclosure compliance functions;
» Establish an investor relations function;

 Establish internal policies and procedures, including those relating to trading in our securities,
disclosure controls and procedures and other domestic and international laws and regulations
applicable to our business; and

* Comply with the financial reporting rules and regulations implemented by the SEC, the Sarbanes-
Oxley Act, the Dodd-Frank Act and the Public Company Accounting Oversight Board.

These reporting and other regulatory and compliance obligations will place significant demands on our
management and our administrative and operational resources, including accounting resources, and we
expect to face increased legal, accounting, administrative and other costs and expenses relating to these
demands that we had not incurred as a segment of ADS. Our investment in compliance with existing and
evolving regulatory requirements will result in increased administrative expenses and a diversion of
management’s time and attention from revenue-generating activities, which could have a material adverse
effect on our business, results of operations, financial condition and cash flows.

Our accounting and other management systems and resources may not be adequately prepared to meet the financial
reporting and other requirements to which we will be subject following the Separation.

Prior to the Separation, our financial results were included within the consolidated results of ADS, and
we were not directly subject to reporting and other requirements of the Exchange Act. These and other
obligations will place significant demands on our management, administrative, and operational resources,
including accounting and information technology resources. To comply with these requirements, we
anticipate that we will need to duplicate information technology infrastructure, implement additional
financial and management controls, reporting systems and procedures and hire additional accounting,
finance, tax, treasury and information technology staff. If we are unable to do this in a timely and effective
fashion, our ability to comply with our financial reporting requirements and other rules that apply to
reporting companies could be impaired and our business could be harmed.

If we fail to maintain effective internal controls, we may not be able to report our financial results accurately or
timely, or prevent or detect fraud, which could have a material adverse effect on our business or the market price of
our securities.

In accordance with Section 404 of the Sarbanes-Oxley Act, our management will be required to
conduct an annual assessment of the effectiveness of our internal control over financial reporting and
include a report on these internal controls in the annual reports we will file with the SEC on Form 10-K.
Due to our “emerging growth company” status as defined in the Jumpstart Our Business Startups Act, or
JOBS Act, our independent registered public accounting firm will not be required to formally attest to the
effectiveness of our internal controls until the later of our second annual report following the completion of
the Separation or the date we no longer qualify as an “emerging growth company.” When required, this
process will require significant documentation of policies, procedures and systems, review of that
documentation by management and by our outside independent registered public accounting firm, and
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testing of our internal controls over financial reporting by our staff and our outside independent registered
public accounting firm. This process will involve considerable time and attention, may strain our internal
resources, and will increase our operating costs. We may experience higher than anticipated operating
expenses and outside auditor fees during the implementation of these changes and thereafter. If management
or our independent registered public accounting firm determines that our internal control over financial
reporting is not effective, investors may lose confidence in the accuracy and completeness of our financial
reports and the market price of our common stock could be negatively affected, and we could become
subject to investigations by Nasdaq, the SEC or other regulatory authorities, which could require additional
financial and management resources. In addition, if our controls are not effective, our ability to accurately
and timely report our financial position could be impaired, which could result in late filings of our annual
and quarterly reports under the Exchange Act, restatements of our consolidated financial statements, a
decline in our stock price, suspension or delisting of our common stock from Nasdaq, and could have a
material adverse effect on our business, financial condition, prospects and results of operations.

Until the Distribution occurs, ADS has sole discretion to change the terms of the Separation in ways that may be
unfavorable to us.

Until the Distribution occurs, Loyalty Ventures’ business will remain a segment of ADS. Completion of
the Separation remains subject to the satisfaction or waiver of certain conditions, some of which are in the
sole and absolute discretion of ADS, including final approval by the ADS board of directors. Additionally,
ADS has the sole and absolute discretion to change certain terms of the Separation, including the amount of
any cash transfer we make to ADS, the amount of our indebtedness and the allocation of contingent
liabilities, which changes could be unfavorable to us. In addition, ADS may decide at any time prior to the
completion of the Separation not to proceed with the Separation and Distribution.

In connection with the Separation, ADS will indemnify us for certain liabilities and we will indemnify ADS for
certain liabilities. If we are required to act under these indemnities to ADS, we may need to divert cash to meet those
obligations, which could adversely affect our financial results. Moreover, the ADS indemnity may not be sufficient
to insure us against the full amount of liabilities for which ADS will be allocated responsibility, and ADS may not be
able to satisfy its indemnification obligations to us in the future.

Pursuant to the Separation and Distribution Agreement and other agreements with ADS, ADS will agree
to indemnify us for certain liabilities, and we will agree to indemnify ADS for certain liabilities, as
discussed further in “The Separation—Agreements with ADS.” Payments that we may be required to
provide under indemnities to ADS are not subject to any cap, may be significant and could negatively affect
our business, particularly under indemnities relating to our actions that could affect the tax-free nature of
the Separation. Third parties could also seek to hold us responsible for any liabilities that ADS has agreed to
retain, and under certain circumstances, we may be subject to continuing contingent liabilities of ADS
following the Separation that arise relating to the operations of the Spin Business during the time that it was
a business segment of ADS prior to the Separation, such as certain tax liabilities which relate to periods
during which taxes of the Spin Business were reported as a part of ADS; any liabilities retained by ADS
which relate to contracts or other obligations entered into jointly by the Spin Business and ADS’ retained
business; and any liabilities arising from third-party claims in respect of contracts in which both ADS and
the Spin Business supply goods or provide services.

After the Separation, we will only have limited access to the insurance policies maintained by ADS for events
occurring prior to the Separation and ADS’ insurers may deny coverage to us under such policies. Furthermore,
there can be no assurance that we will be able to obtain insurance coverage following the Separation on terms that
Justify its purchase, and any such insurance may not be adequate to offset costs associated with certain events.

In connection with the Separation, we will enter into agreements with ADS to address several matters
associated with the Separation, including insurance coverage. The Separation and Distribution Agreement
will provide that following the Distribution, Loyalty Ventures will no longer have insurance coverage under
ADS insurance policies in connection with events occurring before, as of or after the Distribution, other
than coverage for (i) events occurring prior to the Distribution and covered by occurrence-based policies of
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ADS as in effect as of the Distribution and (ii) events or acts occurring prior to the Distribution and covered
by claims-made policies of ADS as in effect as of the Distribution. However, after the Separation, ADS’
insurers may deny coverage to us for losses associated with occurrences prior to the Separation.
Accordingly, we may be required to temporarily or permanently bear the costs of such lost coverage. In
addition, we will have to obtain our own insurance policies after the Distribution is complete.

Although we expect to have insurance policies in place as of the Distribution that cover certain, but not
all, hazards that could arise from our operations, we can provide no assurance that we will be able to obtain
such coverage, that the cost of such coverage will be similar to those incurred by ADS or that such coverage
will be adequate to protect us from costs incurred with certain events. The occurrence of an event that is not
insured or not fully insured could have a material adverse effect on our results of operations, financial
condition and cash flows in the future. See “The Separation—Agreements with ADS.”

Transfer or assignment to us of some contracts and other assets will require the consent of a third-party. If such
consent is not given, we may not be entitled to the benefit of such contracts, investments and other assets in the
future.

Transfer or assignment of some of the contracts and other assets in connection with the Separation will
require the consent of a third-party to the transfer or assignment. Similarly, in some circumstances, we are
joint beneficiaries of contracts, and we will need to enter into a new agreement with the third-party to
replicate the existing contract or assign the portion of the existing contract related to our business. While we
anticipate that most of these contract assignments and new agreements will be obtained prior to the
Separation, we may not be able to obtain all required consents or enter into all such new agreements, as
applicable, until after the Distribution Date. Some parties may use the requirement of a consent to seek a fee
or more favorable contractual terms from us, which could include our having to obtain letters of credit or
other forms of credit support. If we are unable to obtain such consents or such credit support on
commercially reasonable and satisfactory terms, we may be unable to obtain some of the benefits, assets and
contractual commitments that are intended to be allocated to us as part of the Separation. In addition, where
we do not intend to obtain consent from third-party counterparties based on our belief that no consent is
required, the third-party counterparties may challenge the transaction on the basis that the terms of the
applicable commercial arrangements require their consent. We may incur substantial litigation and other
costs in connection with any such claims and, if we do not prevail, our ability to use these assets could be
adversely impacted.

We cannot provide assurance that all such required third-party consents and new agreements will be
procured or put in place, as applicable, prior to the Distribution Date. Consequently, we may not realize
certain of the benefits that are intended to be allocated to us as part of the Separation.

After the Separation, some of our directors and officers may have actual or potential conflicts of interest because of
their equity ownership in ADS.

Because of their current or former positions with ADS, following the Separation, some of our directors,
executive officers and other employees may own shares of ADS common stock, and the individual holdings
may be significant for some of these individuals compared to their total assets. This ownership may create,
or may create the appearance of, conflicts of interest when these individuals are faced with decisions that
could have different implications for ADS or us. For example, potential conflicts of interest could arise in
connection with the resolution of any dispute that may arise between ADS and us regarding the terms of the
agreements governing the Separation and the relationship thereafter between the companies.

The combined post-Distribution value of ADS and Loyalty Ventures shares may not equal or exceed the pre-
Distribution value of ADS shares.

After the Separation, we expect that ADS common stock will continue to be traded on the NYSE. We
expect to apply to list the shares of our common stock on Nasdaq. We cannot assure you that the combined
trading prices of ADS common stock and our common stock after the Separation, as adjusted for any
changes in the combined capitalization of both companies, will be equal to or greater than the trading price
of ADS common stock prior to the Separation. Until the market has fully evaluated the business of ADS
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without our business and potentially thereafter, the price at which ADS common stock trades may fluctuate
significantly. Similarly, until the market has fully evaluated our business operated as an independent,
publicly traded company and potentially thereafter, the price at which our common stock trades may
fluctuate significantly.

We potentially could have received better terms from unaffiliated third parties than the terms we received in our
agreements with ADS.

The agreements we entered into with ADS in connection with the Separation were negotiated while we
were still part of ADS’ business. See “The Separation—Agreements with ADS.” Accordingly, during the
period in which the terms of those agreements will have been negotiated, we did not have an independent
board of directors or a management team independent of ADS. The terms of the agreements negotiated in
the context of the Separation relate to, among other things, the allocation of assets, intellectual property,
liabilities, rights and other obligations between ADS and us, and arm’s-length negotiations between ADS
and an unaffiliated third-party in another form of transaction, such as a buyer in a sale of a business
transaction, may have resulted in more favorable terms to the unaffiliated third-party.

ADS stockholders do not have dissenters’ rights with respect to the Separation.

ADS stockholders do not have any dissenters’ rights in connection with the Separation. Therefore, any
ADS stockholders who disagree with the Separation will be left without recourse other than selling their
Loyalty Ventures and/or ADS shares. Further, such stockholders may be unable to subsequently sell their
shares at the prices they desire or at all.

If the Restructuring and Distribution, together with certain related transactions, do not qualify as transactions that
are tax-free for U.S. federal income tax purposes or non-U.S. tax purposes, ADS and/or holders of ADS common
stock could be subject to significant tax liability.

It is intended that the Distribution, together with certain related transactions, will qualify as a tax-free
“reorganization” within the meaning of Section 368(a)(1)(D) of the Code and a tax-free distribution within
the meaning of Section 355 of the Code. The consummation of the Separation and the related transactions is
conditioned upon the receipt of a private letter ruling from the IRS and opinion of Davis Polk & Wardwell
LLP to the effect that such transactions will qualify for this intended tax treatment. In addition, it is intended
that the Restructuring steps will qualify as transactions that are tax-free for U.S. federal income tax
purposes. The private letter ruling and the opinion will rely on certain representations, assumptions and
undertakings, including those relating to the past and future conduct of our business, and neither the private
letter ruling nor the opinion would be valid if such representations, assumptions and undertakings were
incorrect. Moreover, the private letter ruling does not address all the issues that are relevant to determining
whether the Distribution will qualify for tax-free treatment. Notwithstanding the private letter ruling and the
opinion, the IRS could determine that the Distribution should be treated as a taxable transaction for U.S.
federal income tax purposes if it determines that any of the representations, assumptions or undertakings
that were included in the request for the private letter ruling are false or have been violated or if it disagrees
with the conclusions in the opinion that are not covered by the IRS ruling. For more information regarding
the private letter ruling and the opinion see “The Separation—Material U.S. federal income tax
consequences of the Distribution—Private letter ruling and tax opinion.”

If the Restructuring and Distribution fail to qualify for tax-free treatment, for any reason, ADS and/or
holders of ADS common stock would be subject to substantial U.S. federal income taxes as a result of the
Restructuring, Distribution and certain related transactions. See “The Separation—Material U.S. federal
income tax consequences of the Distribution.”
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If the Restructuring or Distribution is taxable to ADS as a result of a breach by us of any covenant or representation
made by us in the Tax Matters Agreement (as defined below), we will generally be required to indemnify ADS and
this indemnification obligation, or the payment thereof, could have a material adverse effect on us.

As described above, it is intended that the Restructuring and Distribution, together with certain related
transactions, will qualify as tax-free transactions to ADS and to holders of ADS common stock, except with
respect to any cash received in lieu of fractional shares. If the Restructuring, Distribution and/or related
transactions are not so treated or are taxable to ADS (see “The Separation—Material U.S. federal income
tax consequences of the Distribution”) due to a breach by us (or any of our subsidiaries) of any covenant or
representation made by us in the Tax Matters Agreement, we will generally be required to indemnify ADS
for all tax-related losses suffered by ADS. In addition, we will not control the resolution of any tax contest
relating to taxes suffered by ADS in connection with the Separation, and we may not control the resolution
of tax contests relating to any other taxes for which we may ultimately have an indemnity obligation under
the Tax Matters Agreement. In the event that ADS suffers tax-related losses in connection with the
Separation that must be indemnified by us under the Tax Matters Agreement, the indemnification liability,
or the payment thereof, could have a material adverse effect on us.

We will be subject to significant restrictions on our actions following the Separation in order to avoid triggering
significant tax-related liabilities.

The Tax Matters Agreement generally will prohibit us from taking certain actions that could cause the
Distribution and certain related transactions to fail to qualify as tax-free transactions, including:

* During the two-year period following the Distribution Date (or otherwise pursuant to a “plan” within
the meaning of Section 355(e) of the Code), we may not cause or permit certain business
combinations or transactions to occur;

» During the two-year period following the Distribution Date, we may not discontinue the active
conduct of our business (within the meaning of Section 355(b)(2) of the Code);

* During the two-year period following the Distribution Date, we may not sell or otherwise issue our
common stock in certain circumstances;

* During the two-year period following the Distribution Date, we may not redeem or otherwise acquire
any of our common stock, other than pursuant to open-market repurchases of less than 20% of our
common stock (in the aggregate);

* During the two-year period following the Distribution Date, we may not amend our certificate of
incorporation (or other organizational documents) or take any other action, whether through a
stockholder vote or otherwise, affecting the voting rights of our common stock; and

* More generally, we may not take any action that could reasonably be expected to cause the
Separation and certain related transactions to fail to qualify as tax-free transactions for U.S. federal
income tax purposes or for non-U.S. tax purposes.

If we take any of the actions above and such actions result in tax-related losses to ADS, we generally
will be required to indemnify ADS for such tax-related losses under the Tax Matters Agreement. See “The
Separation—Agreements with ADS—Tax Matters Agreement.” Due to these restrictions and
indemnification obligations under the Tax Matters Agreement, we may be limited in our ability to pursue
strategic transactions, equity or convertible debt financings or other transactions that may otherwise be in
our best interests. Also, our potential indemnity obligation to ADS might discourage, delay or prevent a
change of control that our stockholders may consider favorable.
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Risks relating to our business strategy and operations

Impacts related to the COVID-19 pandemic are expected to continue to pose risks to our business for the foreseeable
future, heighten many of our known risks and may have a material adverse impact on our results of operations,
financial condition and liquidity.

Following the declaration by the WHO in the first quarter of 2020 of COVID-19 as a global pandemic
and the rapid spread of COVID-19, international, provincial, federal, state and local government or other
authorities have instituted certain preventative measures, including border closures, travel bans, prohibitions
on group events and gatherings, shutdowns or other operational restrictions on certain businesses, curfews,
shelter-in-place orders, quarantines and recommendations to practice social distancing. Certain jurisdictions
have begun reopening only to return to more stringent restrictions where increases in COVID-19 cases
occur. These restrictions have continued to disrupt economic activity worldwide, resulting in volatility in
the global capital markets, instability in the credit and financial markets, reduced commercial and consumer
confidence and spending, widespread furloughs and layoffs, closure or restricted operating conditions for
retail stores, labor shortages, disruption in supply chains (including availability of raw materials, ability to
manufacture goods and delivery of finished products to suppliers and retailers), and near complete cessation
of many hospitality and travel industry operations. Even as vaccines are introduced and administered,
governmental restrictions are lifted and economies gradually reopen, the ongoing economic impacts,
including government economic stimulus, and health concerns associated with the pandemic, the emergence
of more transmissible variants and the global availability and efficacy of vaccines, may continue to affect
consumer behavior, spending levels and retail preferences.

Specific impacts on our operations and financial results include, but are not limited to, the following:

+ Short and long-term difficulties of our retail partners in consumer-based businesses due to restricted
foot traffic, limitations of our e-commerce platform, trouble maintaining supply chain integrity for
both availability of desired products and delivery to end consumers, and reduced consumer
confidence and spending may result in reduced sales for our retail partners.

+ Deferral of campaign-based loyalty programs or the inability to source or deliver rewards for these
programs across borders may reduce or defer revenue or increase our costs of operations. We
estimate that revenue declined 15% in our BrandLoyalty segment in 2020 due to campaigns
postponed by retailers and reduced foot traffic. In 2021, supply chain capacity limitations continue
and logistical expenses remain elevated, with shipping container costs increasing over 500%.

* Reduced demand for hospitality, airline and other travel-related rewards within the AIR MILES
Reward Program due to the various COVID-19 restrictions negatively impacts redemption revenue
as collectors both changed existing reward travel and are unable to schedule future reward travel
with any certainty as to the duration of restrictions. In 2020, redemptions associated with travel
declined by 1.7 billion AIR MILES reward miles, although we were able to offset part of this decline
with additional merchandise reward options that increased redemptions by approximately 400
million AIR MILES reward miles.

» Volatility in the financial markets may increase our cost of capital and/or limit its availability.

» Increased operational risk, including impacts to our data, customer care center and other network
integrity and availability in addition to heightened cybercriminal activity and other cyberfraud risk,
may affect our ability to timely and effectively meet the needs of our sponsors, collectors, retailers or
other consumers across our lines of business.

* Increased risks to the health and safety of our associates and that of our third-party vendors may
impact our ability to maintain service levels for our partners.

Despite the emergence of vaccines, surges in COVID-19 cases, including variants of the strain, may
cause people to self-quarantine or governments to shut down nonessential businesses again. The broad
availability of COVID-19 vaccines globally and the willingness of individuals to be vaccinated are difficult
to predict. The pace and shape of the COVID-19 recovery as well as the impact and extent of potential
resurgences is not presently known. We continue to evaluate the nature and extent of changes to the
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market and economic conditions related to the COVID-19 pandemic and current and potential impact on our
business and financial position. However, given the dynamic nature of this situation, we cannot reasonably
estimate the impacts of COVID-19 on our future results of operations or cash flows at this time.

To the extent the COVID-19 pandemic continues to adversely affect our business, results of operations,
financial condition and liquidity, many of the other risks described in this “Risk Factors” section may also
be heightened.

Our 10 largest clients represented 55% and 46%, respectively, of our combined revenue for the years ended
December 31, 2020 and 2019, and the loss of any of these clients could cause a significant reduction in our
combined revenue.

We depend on a limited number of large clients for a significant portion of our combined revenue. Our
10 largest clients represented approximately 55% and 46%, respectively, of our revenue for the years ended
December 31, 2020 and 2019. The Bank of Montreal represented approximately 15% and 12%, respectively,
of our combined revenue for the years ended December 31, 2020 and 2019. Our contract with Bank of
Montreal expires in 2023, subject to further automatic renewals as well as certain rights of either party to
terminate following notice of default and cure provisions. A decrease in revenue from any of our significant
clients, including Bank of Montreal, for any reason, including a decrease in pricing or activity, or a decision
either to utilize another service provider or to no longer procure the services we provide, could have a
material adverse effect on our combined revenue.

If redemptions by the AIR MILES Reward Program collectors are greater than expected, or if the costs related to
redemption of AIR MILES reward miles increase, our profitability could be adversely affected.

Although our AIR MILES reward miles do not expire with the exception of cases of inactivity, as
described in “Management’s Discussion and Analysis—Discussion of Critical Accounting Estimates,” a
portion of our revenue is based on our estimate of the number of AIR MILES reward miles that will go
unused by the collector base. The percentage of AIR MILES reward miles not expected to be redeemed is
known as “breakage.”

Breakage is based on management’s estimate after viewing and analyzing various historical trends
including vintage analysis, current run rates and other pertinent factors, such as the impact of
macroeconomic factors and changes in the program structure, the introduction of new program options and
changes to rewards offered. If there is any significant change in or failure by management to reasonably
estimate breakage, or if actual redemptions are greater than our estimates, our profitability could be
adversely affected. The AIR MILES Reward Program also exposes us to risks arising from potentially
increasing reward costs. Our profitability could be adversely affected if costs related to redemption of AIR
MILES reward miles increase. A 10% increase in the cost of redemptions would have resulted in a decrease
in pre-tax income of $21.6 million for the year ended December 31, 2020.

The loss of our most active AIR MILES Reward Program collectors could adversely affect our growth and
profitability.

Our most active AIR MILES Reward Program collectors drive a disproportionately large percentage of
our AIR MILES reward miles issued. Historically, approximately 15% of our collectors — who utilize one
of several credit card programs offered by sponsors in the AIR MILES Reward Program — generate
approximately 70% of annual AIR MILES reward miles issuance. The loss of a significant portion of these
collectors, for any reason, could impact our ability to generate significant revenue from sponsors. The
continued appeal of our loyalty and rewards programs will depend in large part on our ability to remain
affiliated with sponsors that are desirable to both existing and future collectors and to offer rewards that are
both attainable and attractive.
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Airline or travel industry disruptions, such as an airline insolvency, could negatively affect the AIR MILES Reward
Program, our revenues and profitability.

Air travel is one of the appeals of the AIR MILES Reward Program to collectors. If one or more of our
airline suppliers sharply reduces its fleet capacity and route network, we may not be able to satisfy our
collectors’ demands for airline tickets. Tickets or other travel arrangements, if available, could be more
expensive than a comparable airline ticket under our current supply agreements with existing suppliers, and
the routes offered by other airlines or travel services may be inadequate, inconvenient or undesirable to the
redeeming collectors. As a result, we may experience higher air travel redemption costs, and collector
satisfaction with the AIR MILES Reward Program might be adversely affected.

As a result of airline or travel industry disruptions, including, but not limited to, the current impacts of
COVID-19, political instability, terrorist acts or war, some collectors could determine that air travel is too
dangerous, burdensome or otherwise undesirable. Consequently, collectors might forego redeeming AIR
MILES reward miles for air travel and therefore might not participate in the AIR MILES Reward Program
to the extent they previously did, which could adversely affect our business, results of operations, financial
condition and liquidity.

Our BrandLoyalty business does not generally have long-term agreements with its clients.

Our agreements for BrandLoyalty campaigns are generally short-term and must be renegotiated for
each campaign. As a result, our relationship with our BrandLoyalty clients may change on short notice.
Future agreements with respect to volume, pricing or new campaign rewards, among other things, are
subject to negotiation with each client for each campaign. No assurance can be given that our clients will
continue to do business with us at prior levels, if at all, and the loss of campaigns from certain retailers
could have a material adverse effect on our business, results of operations, financial condition and liquidity.

If we fail to accurately forecast consumer demand for our BrandLoyalty campaigns we could experience excess
inventories or inventory shortages, which could result in reduced operating margins and cash flows and adversely
affect our business.

To meet anticipated demand for our campaign rewards, BrandLoyalty sources rewards inventory from
key manufacturers and other suppliers in advance of client programs. There is a risk we may be unable to
sell excess products ordered from manufacturers. Inventory levels in excess of consumer demand may result
in inventory write-downs, and the sale of excess inventory at discounted prices could have a material
adverse effect on our operating results, financial condition and cash flows. For example, in the year ended
December 31, 2019, BrandLoyalty wrote down inventory by $18.4 million for the discontinuance of certain
campaign rewards product lines. Conversely, if we underestimate consumer demand for our campaign
rewards or if our key suppliers fail to timely supply campaign rewards, BrandLoyalty may experience
inventory shortages. Inventory shortages might delay shipments or the ability to offer or the success of
campaign-based loyalty programs, negatively impacting retailer and consumer relationships. A failure to
accurately predict the level of demand for our campaign rewards could adversely affect BrandLoyalty’s
business, results of operations, financial condition and liquidity.

Our AIR MILES Reward Program and BrandLoyalty businesses rely on relationships with the sponsors and
rewards suppliers, respectively, with which we partner and a failure to maintain or renew relationships with our
sponsors and suppliers could negatively affect our revenues and profitability.

The success of each of our AIR MILES Reward Program and BrandLoyalty businesses is dependent on
maintaining relationships with their respective sponsors and rewards suppliers. These relationships are
governed by agreements with fixed terms and varying provisions regarding termination, ranging from notice
to events of default and cure. If we are unable to maintain or renew our relationships with our most
significant sponsors and reward suppliers, the value proposition for sponsors and collectors in the AIR
MILES Reward Program coalition and demand for BrandLoyalty’s campaign-based loyalty programs may
be impacted; further, our sponsors and clients may elect an alternative provider for their loyalty programs,
each of which could have a material adverse effect on our business, results of operations, financial condition
and liquidity.
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Competition in the markets for the services that we offer is intense and we expect it to intensify.

The markets for our loyalty program products and services are highly competitive and we expect the
continued evolution of loyalty products and services, including the technological capabilities associated
therewith, and competition to provide the same to intensify. We generally compete with advertising and
other promotional and loyalty programs, both traditional and online, for a portion of a client’s total
marketing budget. Competition may intensify as more competitors enter our market. Competitors may target
our sponsors, collectors, clients and their consumers as well as draw rewards from our rewards suppliers.
The continued attractiveness of our loyalty and rewards programs will also depend on our ability to remain
affiliated with sponsors and clients that are desirable to consumers and to offer rewards that are both
attainable and attractive. Our ability to generate significant revenue from sponsors and clients will depend
on our ability to differentiate ourselves through the loyalty program products and services we provide and
the attractiveness of our programs to collectors and consumers, including our ability to adapt to new or even
disruptive technological developments. We may not be able to continue to compete successfully against
current and emerging loyalty program providers in our space.

Our inability to anticipate and respond to market trends and changes in consumer preferences could adversely
affect our financial results.

Our continued success depends on our ability to anticipate, gauge and react in a timely and cost-
effective manner to changes in market trends and consumer preference for loyalty programs, their rewards
and the associated technological capabilities. We must continually adapt our services to evolving
distribution channels, relentlessly pursue a favorable mix of reward options, successfully manage our
inventories, and consistently update and refine our approach with respect to how and where we offer our
loyalty programs and services, including our ability to adapt to new or even disruptive technological
developments. For example, within our AIR MILES Reward Program, failure to drive innovation to meet
the evolving needs of sponsors and collectors with competitive program design and reward elements that
offer sufficient flexibility to permit different segments of sponsors and collectors to reward their customers,
meet their service expectations or offer desired rewards to remain their preferred loyalty program will limit
engagement with the program. Engagement and issuance growth from current sponsors and collectors
provides the necessary momentum to be successful expanding to new sponsors and collectors. Within
BrandLoyalty, consumer preference and behavior evolve with the latest commercial trends and the
popularity of characters and shows. This progression requires BrandLoyalty to constantly adapt its offering
— to innovate and invest to maintain the relevance and strength of its campaign-based loyalty programs and
associated rewards. Failure to do so could have a material adverse effect on our results of operations and
financial condition.

The failure of our rewards suppliers to deliver products and services at contracted service levels or standards or in
sufficient quantities and in a timely manner could adversely affect our relationship with our sponsors and clients,
our reputation with loyalty program participants, and the financial results of our business.

The success of our loyalty programs requires that collectors redeeming AIR MILES reward miles and
consumers seeking BrandLoyalty rewards receive timely delivery of any product or access of any service
that constitutes the reward. The failure of our rewards suppliers to deliver products and services at
contracted service levels or standards or in sufficient quantities and in a timely manner could adversely
affect our relationship with our sponsors and clients and our reputation with loyalty program participants.
BrandLoyalty works with contractors outside of the United States to manufacture or contract to manufacture
certain reward products. We have in the past, and may in the future face unanticipated interruptions and
delays. In that respect, we are subject to risks related to supply chains on a global scale, including industrial
accidents, environmental events, strikes and other labor disputes, disruption in information systems,
political instability, rapid changes in trade regulations or enforcement, shipping or other customs delays,
product quality control, safety and environmental compliance issues and other regulatory issues, as well as
natural disasters, global or local health crises international conflicts, terrorist acts and other external factors
over which we have no control, such as closures or restricted operating conditions for manufacturers and the
resultant supply chain disruptions. Any delay in the provision of rewards could damage our reputation,
leading to a decrease in participation in our loyalty programs. We may also be required to find alternative,
more expensive suppliers at short notice or otherwise incur other expenses to remediate the delay or failure
in
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performance by the supplier. In addition, if a third party vendor fails to meet contractual requirements, such
as compliance with our code of conduct, applicable laws or regulations and standards, including
environmental, health and safety standards as well as product safety standards, our business operations
could suffer economic or reputational harm that could result in an adverse effect on the financial results of
our business.

Economic factors beyond our control, and changes in the global economic environment, including fluctuations in
inflation and currency exchange rates, could result in lower revenues, higher costs and reduced operating margins
and earnings.

Downturns in the economy or the performance of retailers, due to economic factors beyond our control
including the impact of COVID-19, may result in a decrease in the demand for our products and services.
Virtually all of our loyalty program services are sold outside of the United States, and we conduct purchase
and sale transactions in multiple currencies, which exposes our results to the volatility of global economic
conditions, including inflation and fluctuations in foreign currency exchange rates. Additionally, there has
been, and may continue to be, volatility in currency exchange rates as a result of the United Kingdom’s exit
from the European Union, commonly referred to as “Brexit” or new or proposed U.S. policy changes that
impact the U.S. Dollar value relative to other international currencies. Our international revenues and
expenses generally are derived from sales and operations in foreign currencies, and these revenues and
expenses could be affected by currency fluctuations, specifically amounts recorded in foreign currencies and
translated into U.S. Dollars for consolidated financial reporting, as weakening of foreign currencies relative
to the U.S. Dollar adversely affects the U.S. Dollar value of the Company’s foreign currency-denominated
sales and earnings. Currency exchange rate fluctuations could also disrupt the business of the independent
manufacturers that produce our rewards products by making their purchases of raw materials more
expensive and more difficult to finance. Foreign currency fluctuations have adversely affected and could
continue to have an adverse effect on our results of operations and financial condition.

We may hedge certain foreign currency exposures to lessen and delay, but not to completely eliminate,
the effects of foreign currency fluctuations on our financial results. Since the hedging activities are designed
to lessen volatility, they not only reduce the negative impact of a stronger U.S. Dollar or other trading
currency, but they also reduce the positive impact of a weaker U.S. Dollar or other trading currency. Our
future financial results could be significantly affected by the value of the U.S. Dollar in relation to the
foreign currencies in which we conduct business. The degree to which our financial results are affected for
any given time period will depend in part upon our hedging activities.

If we fail to identify suitable acquisitions or new business opportunities, or to effectively integrate the businesses we
acquire it could negatively affect our business.

We believe that acquisitions and the identification and pursuit of new business opportunities will be a
component of our growth strategy. However, we may not be able to locate and secure future acquisition
candidates or to identify and implement new business opportunities on terms and conditions that are
acceptable to us. If we are unable to identify attractive acquisition candidates or accretive new business
opportunities, our growth could be limited.

In addition, there are numerous risks associated with acquisitions and the implementation of new
businesses, including, but not limited to:

+ the difficulty and expense that we incur in connection with the acquisition or new business
opportunity;

+ the inability to satisfy pre-closing conditions preventing consummation of the acquisition or new
business opportunity;

+ the potential for adverse consequences when conforming the acquired company’s accounting policies
to ours;

* the diversion of management’s attention from other business concerns;

+ the potential loss of customers or key employees of the acquired company;
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+ the impact on our financial condition due to the timing of the acquisition or new business
implementation or the failure of the acquired or new business to meet operating expectations;

+ the assumption of unknown liabilities of the acquired company;

+ the uncertainty of achieving expected benefits of an acquisition including revenue, human resources,
technological or other cost savings, operating efficiencies or synergies;

Furthermore, if the operations of an acquired or new business do not meet expectations, our
profitability may decline and we may seek to restructure the acquired business or to impair the value of
some or all of the assets of the acquired or new business.

Risks related to information technology, cybersecurity and privacy matters

Loss of data center or cloud computing capacity, interruption due to cyber-attacks, loss of network connectivity or
inability to utilize proprietary sofiware of third-party vendors could affect our ability to timely meet the needs of our
clients and their customers.

Our ability, and that of our third-party service providers, to protect our data centers against damage,
loss or performance degradation from fire, power loss, network failure, cyber-attacks, including ransomware
or denial of service attacks, and other disasters is critical. In order to provide many of our services, we must
be able to store, retrieve, process and manage large amounts of data as well as periodically expand and
upgrade our technology capabilities. Any damage to our data centers or cloud computing environments, or
those of our third-party service providers, any failure of our network links that interrupts our operations or
any impairment of our ability to use our software or the proprietary software of third party vendors,
including impairments due to cyber-attacks, could adversely affect our ability to meet our clients’ needs and
their confidence in utilizing us for future services.

Failure to safeguard data could affect our reputation and may expose us to legal claims.

Information security risks for those businesses like us that hold and rely on large amounts of data
continue to increase. Although we have extensive physical and cyber security controls and associated
procedures, our networks have in the past been, and in the future may be, subject to unauthorized access or
access attempts. In such instances of unauthorized access or access attempts, the integrity of our data has
been and may again be affected. Should our sponsors, collectors, or our customers or their consumers, have
security and privacy concerns that lead them to resist providing the personal data necessary to support our
loyalty and marketing programs, our business would be negatively impacted. In addition, any unauthorized
release of customer information or any public perception that we released consumer information without
authorization could subject us to legal claims or regulatory enforcement actions.

Legislation relating to consumer privacy and data security may affect our ability to collect data that we use in
providing our loyalty and marketing services, which, among other things, could negatively affect our ability to
satisfy our clients’ needs.

Data protection and consumer privacy laws and regulations continue to evolve, increasing restrictions
on our ability to collect and disseminate customer information. In addition, the enactment of new or
amended legislation or industry regulations pertaining to consumer, public or private sector privacy issues
could have a material adverse impact on our marketing services, including placing restrictions upon the
collection, sharing and use of information that is currently legally permissible.

In the United States, the federal Do-Not-Call Implementation Act makes it more difficult to
telephonically communicate with prospective and existing customers. Similar measures were implemented
in Canada beginning September 1, 2008. Regulations in both the United States and Canada give consumers
the ability to “opt out,” through a national do-not-call registry and state do-not-call registries, of having
telephone solicitations placed to them by companies that do not have an existing business relationship with
the consumer. In addition, regulations require companies to maintain an internal do-not-call list for those
who do not want the companies to solicit them through telemarketing. These regulations could limit our
ability to provide services and information to our clients. Failure to comply with these regulations could
have
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a negative impact on our reputation and subject us to significant penalties. Further, the Federal
Communications Commission has approved interpretations of rules related to the federal Telephone
Consumer Protection Act defining robo-calls broadly, which may affect our ability to contact customers and
may increase our litigation exposure.

In the United States, the federal Controlling the Assault of Non-Solicited Pornography and Marketing
Act of 2003 restricts our ability to send commercial electronic mail messages, the primary purpose of which
is advertising or promoting a commercial product or service, to our customers and prospective customers.
The act requires that a commercial electronic mail message provide the customers with an opportunity to
opt-out from receiving future commercial electronic mail messages from the sender.

In the United States, California enacted the California Consumer Privacy Act, or CCPA, which went
into effect on January 1, 2020. The CCPA provides individual privacy rights for California consumers and
places increased privacy and security obligations on entities handling certain personal data of consumers
and households. The CCPA requires disclosures to consumers about companies’ data collection, use and
sharing practices; provides consumers ways to opt-out of certain sales or transfers of personal information;
and provides consumers with additional causes of action. The CCPA prohibits companies from
discriminating against consumers who have opted out of the sale of their personal information, subject to a
narrow exception. The CCPA provides for certain monetary penalties and for enforcement of the statute by
the California Attorney General or by consumers whose rights under the law are not observed. It also
provides for damages, as well as injunctive or declaratory relief, if there has been unauthorized access, theft
or disclosure of personal information due to failure to implement reasonable security procedures.

In November 2020, California voters passed Proposition 24, known as the California Privacy Rights
Act or CPRA. The CPRA, which will amend existing CCPA requirements, and goes into effect in most
meaningful respects on January 1, 2023 with a one-year lookback period, includes limitations on the sharing
of personal information for cross context behavioral advertising and the use of “sensitive” personal
information; the creation of a new correction right; and the establishment of a new agency to enforce
California privacy law.

The enactment of the CCPA is prompting similar legislative developments in other states in the United
States, creating the potential for a patchwork of overlapping but different state laws. These developments
could mark the beginning of a trend toward more stringent privacy legislation in the United States, which
could increase our potential liability and adversely affect our business, results of operations, and financial
condition. For example, in March 2021, Virginia enacted the Virginia Consumer Data Protection Act, and in
June 2021, Colorado passed the Colorado Privacy Act, comprehensive privacy statutes that share similarities
with the CCPA and CPRA and are set to become effective on January 1, 2023 and July 1, 2023, respectively.
Many other states are currently reviewing or proposing the need for greater regulation of the collection,
sharing, use and other processing of consumer data for marketing purposes or otherwise, and there remains
increased interest at the federal level as well, including two federal privacy regulations introduced in
Congress in late 2020.

In Canada, the Personal Information Protection and Electronic Documents Act, or PIPEDA, requires an
organization to obtain a consumer’s consent to collect, use or disclose personal information. Under this act,
consumer personal information may be used only for the purposes for which it was collected. We allow our
customers to voluntarily “opt-out” from receiving either one or both promotional and marketing mail or
promotional and marketing electronic mail. Heightened consumer awareness of, and concern about, privacy
may result in customers “opting-out” at higher rates than they have historically. This would mean that a
reduced number of customers would receive bonus and promotional offers and therefore those customers
may collect fewer AIR MILES reward miles. The Government of Canada has tabled the Digital Charter
Implementation Act to modernize Canada’s existing private sector privacy law (PIPEDA).

Canada’s Anti-Spam Legislation, or CASL, may restrict our ability to send “commercial electronic
messages,” defined to include text, sound, voice and image messages to email, or similar accounts, where
the primary purpose is advertising or promoting a commercial product or service to our customers and
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prospective customers. CASL requires, in part, that a sender have consent to send a commercial electronic
message, and provide the customers with an opportunity to opt out from receiving future commercial
electronic email messages from the sender.

On May 25, 2018, the General Data Protection Regulation, or GDPR, a European Union-wide legal
framework to govern data collection, use and sharing and related consumer privacy rights came into force.
The GDPR replaced the European Union Directive 95/46/EC and applies to and binds the EU Member
States and the European Economic Area countries, which includes a total of 30 countries. The GDPR details
greater compliance obligations on organizations, including the implementation of a number of processes and
policies around data collection and use. These, and other terms of the GDPR, could limit our ability to
provide services and information to our customers. In addition, the GDPR includes significant penalties for
non-compliance.

In general, the GDPR, and other European Union and Member State specific privacy and data
governance laws, could also lead to adaptation of our technologies or practices to satisfy local privacy
requirements and standards that may be more stringent than in the U.S. Similarly, it is possible that in the
future, U.S. and foreign jurisdictions may adopt legislation or regulations that impair our ability to
effectively track consumers’ use of our advertising services, such as the FTC’s proposed “Do-Not-Track”
standard or other legislation or regulations similar to EU Directive 2009/136/EC, commonly referred to as
the “Cookie Directive,” which directs EU Member States to ensure that accessing personal information on
an internet user’s computer, such as through a cookie, is allowed only if the internet user has given his or
her consent. Changes in technology from technology manufacturers and web browser providers, like Apple
and Google, may also impact our tracking abilities and advertising services.

In July 2020, the Court of Justice of the European Union, or CJEU, ruled the EU-US Privacy Shield
Framework, one of the primary safeguards that allowed U.S. companies to import personal data from the EU
to the U.S., was invalid. The CJEU’s decision also raised questions about whether the most commonly used
mechanism for cross-border transfers of personal data out of the European Economic Area, namely, the
European Commission’s Standard Contractual Clauses, can lawfully be used for personal data transfers from
the EU to the U.S. or other third countries the European Commission has determined do not provide
adequate data protections under their laws. On June 4, 2021, the European Commission adopted new
Standard Contractual Clauses, which impose on companies additional obligations relating to data transfers,
including the obligation to conduct a transfer impact assessment and, depending on a party’s role in the
transfer, to implement additional security measures and to update internal privacy practices. If we elect to
rely on the new Standard Contractual Clauses for data transfers, we may be required to incur significant
time and resources to update our contractual arrangements and to comply with new obligations. If we are
unable to implement a valid mechanism for personal data transfers from the EU, we will face increased
exposure to regulatory actions, substantial fines and injunctions against processing personal data from the
EU. Additionally, other countries outside of the EU have enacted or are considering enacting similar cross-
border data transfer restrictions and laws requiring local data residency, which could increase the cost and
complexity of delivering our services and operating our business. The type of challenges we face in the EU
will likely also arise in other jurisdictions that adopt regulatory frameworks of equivalent complexity.

On January 31, 2020, the United Kingdom left the European Union and entered into a Brexit transition
period. Following December 31, 2020, and the expiry of transitional arrangements between the UK and EU,
the data protection obligations provided in the GDPR continue to apply to UK-related processing of
personal data in substantially unvaried form under the so-called ‘UK GDPR’ (i.e., the GDPR as it continues
to form part of UK law by virtue of section 3 of the EU (Withdrawal) Act 2018, as amended). However,
going forward, there is increasing risk for divergence in application, interpretation and enforcement of the
data protection laws as between the UK and EU.

In addition to the jurisdictions noted above, there is also rapid development of new privacy laws and
regulations elsewhere around the globe, including amendments of existing data protection laws, to the scope
of such laws and penalties for noncompliance. Failure to comply with these international data protection
laws and regulations could have a negative impact on our reputation and subject us to significant penalties.
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While all 50 U.S. states and the District of Columbia have enacted data breach notification laws, there
is currently no such U.S. federal law generally applicable to our businesses. Data breach notification
legislation and regulations relating to mandatory reporting came into force in Canada on November 1, 2018.
Data breach notification laws have been proposed widely and exist in other specific countries and
jurisdictions in which we conduct business. Legislative and regulatory measures, such as mandatory breach
notification provisions, impose, among other elements, strict requirements on reporting time frames and
providing notice to individuals.

All of these evolving compliance and operational requirements impose significant costs, such as costs
related to organizational changes, implementing additional protection technologies, training employees and
engaging consultants, which are likely to increase over time. In addition, such requirements may require us
to modify or restrict our data processing practices and policies, distract management or divert resources
from other initiatives and projects, all of which could have a material adverse effect on our business,
financial condition, results of operations and prospects. Any failure or perceived failure by us to comply
with any applicable federal, state or similar foreign laws and regulations relating to data privacy and
security could result in damage to our reputation, as well as proceedings or litigation by governmental
agencies or other third parties, including class action privacy litigation in certain jurisdictions, which would
subject us to significant fines, sanctions, awards, damages, penalties or judgments, all of which could have a
material adverse effect on our business, financial condition, results of operations and prospects.

Risks related to other legal and regulatory matters

Legislation relating to consumer protection may affect our ability to provide our loyalty and marketing services,
which, among other things, could negatively affect our ability to satisfy our clients’ needs.

The enactment of new or amended legislation or industry regulations pertaining to consumer
protection, or any failure to comply with such changes, could have a material adverse impact on our loyalty
and marketing services. Such changes could result in a negative impact to our reputation, an adverse effect
on our profitability or an increase in our litigation exposure.

For example, Ontario’s Protecting Rewards Points Act (Consumer Protection Amendment), 2016, and
additional related regulations, prohibit suppliers from entering into or amending consumer agreements to
provide for the expiry of rewards points due to the passage of time alone, while permitting the expiry of
rewards points if the underlying consumer agreement is terminated and that agreement provides that reward
points expire upon termination. Similar legislation pertaining to the expiry of rewards points due to the
passage of time alone is also in effect in Quebec as well as limitations on changes to the valuation of
rewards points.

Our failure to protect our intellectual property rights may harm our competitive position, litigation to protect our
intellectual property rights or defend against third party allegations of infiingement or license violations may be
costly, any of which could negatively impact our business, results of operations and profitability.

Third parties may infringe or misappropriate our trademarks or other intellectual property rights, which
could have a material adverse effect on our business, financial condition or operating results. The actions we
take to protect our trademarks and other proprietary rights may not be adequate. Litigation may be
necessary to enforce our intellectual property rights, protect our trade secrets or determine the validity and
scope of the proprietary rights of others. Any infringement or misappropriation could harm any competitive
advantage we currently derive or may derive from our proprietary rights. Third parties may also assert
claims for infringement or violation of the terms of a license agreement to which we are a party against us.
Any claims and an adverse determination in any resulting litigation could subject us to significant liability
for damages and require us to either design around a third party’s patent or license alternative technology
from another party. In addition, litigation is time consuming and expensive to defend and could result in the
diversion of our time and resources. Further, our competitors or other third parties may independently
design around or develop similar technology, or otherwise duplicate our services or products in a way that
would preclude us from asserting our intellectual property rights against them. In addition, our contractual
arrangements may not effectively prevent disclosure of our intellectual property or confidential
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and proprietary information or provide an adequate remedy in the event of an unauthorized disclosure, any
of which could result in liability to us and negatively impact our business, results of operations, financial
condition and profitability.

Litigation, regulatory actions and compliance issues could subject us to significant fines, penalties, judgments,
remediation costs and/or requirements resulting in increased expenses.

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. The resolution of currently pending matters could subject us to significant fines, penalties,
obligations to change our business practices or other requirements resulting in increased expenses,
diminished earnings and damage to our reputation. We contest liability and/or the amount of damages as
appropriate in each pending matter. The outcome of pending and future matters could be material to our
results of operations, financial condition and cash flows depending on, among other factors, the level of our
earnings for that period.

We are subject to risks related to our international operations.

We maintain significant operations internationally, operating in greater than 50 countries. As of
December 31, 2020, substantially all of our revenues and long-lived assets were attributable to our
operations outside the United States. Our international operations are subject to many risks and
uncertainties, including:

+ fluctuations in foreign currency exchange rates, which have affected and may in the future affect our
results of operations, reported earnings, the value of our foreign assets, the relative prices at which
we and foreign competitors offer solutions in the same markets and the cost of certain inventory and
non-inventory items required by our operations;

» changes in foreign laws, regulations and policies, including restrictions on foreign investment, trade,
import and export license requirements, quotas, trade barriers and other protection measures imposed
by foreign countries, as well as changes in U.S. laws and regulations relating to tariffs and taxes,
foreign trade and investment by our international operations;

 lack of a developed legal system, elevated levels of corruption, strict currency controls, adverse tax
consequences or foreign ownership requirements, difficult or lengthy regulatory approvals, or lack of
enforcement for non-compete agreements in certain jurisdictions;

+ difficulties and costs associated with complying with, and enforcing remedies under, a wide variety
of complex, and potentially conflicting, domestic and international laws, treaties and regulations,
including the European Union’s General Data Protection Regulation (“GDPR”), the U.S. Foreign
Corrupt Practices Act (“FCPA”), Canada’s Corruption of Foreign Public Officials Act (“CFPOA”),
the U.K. Bribery Act 2010 (“UKBA”) and different regulatory structures and changes in regulatory
environments;

» potentially reduced protection for, and difficulty enforcing, intellectual property rights, especially in
jurisdictions that do not respect and protect intellectual property rights to the same extent as the
United States;

+ failure to effectively and immediately implement processes and policies across our diverse
operations and employee base;

+ adverse weather conditions, social, economic and geopolitical conditions, such as political
instability, environmental hazards, natural disasters, terrorist attacks, war or other military action or
violent revolution;

* significant health hazards or pandemics, which could result in closed factories, reduced workforces,
scarcity of raw materials, and scrutiny or embargoing of goods produced in certain areas;
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* industry and contractual standards that are specific by region and which may generate different or
additional business risk to operate; and

+ disruption due to labor disputes.

We are also subject to the interpretation and enforcement by governmental agencies of international
laws, rules, regulations or policies, including any changes thereto, such as restrictions on trade, import and
export license requirements, privacy and data protection laws, and tariffs and taxes, which may require us to
adjust our operations in certain markets where we do business. We face legal and regulatory risks in all
jurisdictions where we operate; in particular, we cannot predict with certainty the outcome of various
contingencies or the impact that pending or future legislative and regulatory changes may have on our
business.

Furthermore, our extensive international operations may result in violations, or allegations of
violations, of the FCPA, UKBA or CFPOA and similar international anti-bribery laws, which could
adversely affect our reputation and business. These laws generally prohibit companies and their
intermediaries from making improper payments to government officials or other third parties for the purpose
of obtaining or retaining business. As part of our business, we or our partners may do business with state-
owned enterprises, the employees and representatives of which may be considered foreign officials for
purposes of the FCPA, UKBA or CFPOA. There can be no assurance that our policies, procedures, training
and compliance programs will effectively prevent violation of all U.S. and international laws and
regulations with which we are required to comply. Violations of such laws and regulations, or any of the
other factors outlined above, could subject us to penalties that could adversely affect our reputation,
business, financial condition or results of operations.

Risks relating to our indebtedness

Our level of indebtedness could materially adversely affect our ability to generate sufficient cash to repay our
outstanding debt, our ability to react to changes in our business and our ability to incur additional indebtedness to
Sfund future need.

We will have a high level of indebtedness, which requires a high level of interest and principal
payments. Subject to the limits contained in our debt instruments, we may be able to incur substantial
additional indebtedness from time to time to finance working capital, capital expenditures, investments or
acquisitions, or for other purposes. If we do so, the risks related to our level of indebtedness could intensify.
Our level of indebtedness increases the possibility that we may be unable to generate cash sufficient to pay,
when due, the principal of, interest on or other amounts due in respect of our indebtedness. Our higher level
of indebtedness, combined with our other financial obligations and contractual commitments, could:

+ make it more difficult for us to satisfy our obligations with respect to our indebtedness, and any
failure to comply with the obligations under any of our debt instruments, including restrictive
covenants, could result in an event of default under the agreements governing our indebtedness;

* require us to dedicate a substantial portion of our cash flow from operations to payments on our
indebtedness, thereby reducing funds available for working capital, capital expenditures, acquisitions
or other new business and other corporate purposes;

* increase our vulnerability to adverse economic and industry conditions, which could place us at a
competitive disadvantage or require us to dispose of assets to raise funds if needed for working
capital;

* limit our flexibility in planning for, or reacting to, changes in our business and the industries in
which we operate;

* limit our ability to borrow additional funds, or to dispose of assets to raise funds, if needed, for
working capital, capital expenditures, acquisitions or other new business and other corporate
purposes;

* delay investments and capital expenditures;

 cause any refinancing of our indebtedness to be at higher interest rates and require us to comply with
more onerous covenants, which could further restrict our business operations; and
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* prevent us from raising the funds necessary to repurchase all notes tendered to us upon the
occurrence of certain changes of control.

Restrictions imposed by the agreements governing our outstanding or future indebtedness may limit our ability to
operate our business and to finance our future operations or capital needs or to engage in other business activities.

The terms of the agreements governing our debt limit us and our subsidiaries from engaging in
specified types of transactions. These covenants limit our and our subsidiaries’ ability, among other things,
to:

* incur additional debt;

* declare or pay dividends, redeem stock or make other distributions to stockholders

* make investments;

* create liens or use assets as security in other transactions;

* merge or consolidate, or sell, transfer, lease or dispose of substantially all of our assets;
e enter into transactions with affiliates;

 sell or transfer certain assets; and

 enter into any consensual encumbrance or restriction on the ability of certain of our subsidiaries to
pay dividends or make loans or sell assets to us.

As a result of these covenants and restrictions, we may be limited in how we conduct our business and
we may be unable to raise additional indebtedness to compete effectively or to take advantage of new
business opportunities. The terms of any future indebtedness we may incur could include more restrictive
covenants. We cannot assure you that we will be able to maintain compliance with these covenants in the
future and, if we fail to do so, that we will be able to obtain waivers from the lenders and/or amend the
covenants.

Risks relating to our common stock

Because there has not been any public market for our common stock, the market price and trading volume of our
common stock may be volatile and you may not be able to resell your shares at or above the initial market price of
our common stock following the Separation.

Prior to the Separation, there will have been no trading market for shares of our common stock. An
active trading market may not develop or be sustained for our common stock after the Separation, and we
cannot predict the prices at which our common stock will trade after the Separation. The market price of our
common stock could fluctuate significantly due to a number of factors, many of which are beyond our
control, including:

* Our different profile from ADS, such as not being included in Standard & Poor’s Midcap 400 Index
or similar index, not paying a recurring dividend and not being a financial institution;

* Fluctuations in our quarterly or annual earnings results or those of other companies in our industry;

 Failures of our operating results to meet the estimates of securities analysts or the expectations of our
stockholders, or changes by securities analysts in their estimates of our future earnings;

* Announcements by us or our sponsors, clients, suppliers or competitors;

* Changes in market valuations or earnings of other companies in our industry;
* Changes in laws or regulations which adversely affect our industry or us;

* General economic, industry and stock market conditions;

» Future significant sales of our common stock by our stockholders or the perception in the market of
such sales;
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* Future issuances of our common stock by us; and
* The other factors described in these “Risk Factors” and elsewhere in this information statement.

These and other factors may cause the market price and demand for our common stock to fluctuate
substantially, which may limit or prevent investors from readily selling their shares of common stock and
may otherwise negatively affect the liquidity of our common stock. In addition, in the past, when the market
price of a stock has been volatile, holders of that stock have instituted securities class action litigation
against the company that issued the stock. If any of our stockholders brought a lawsuit against us, we could
incur substantial costs defending the lawsuit. Such a lawsuit could also divert the time and attention of our
management from our business.

The trading market for our common stock may also be influenced by the research and reports that
industry or securities analysts publish about us or our business. If one or more of these analysts cease
coverage of our company or fail to publish reports on us regularly, we could lose visibility in the financial
markets, which in turn could cause our stock price or trading volume to decline. Moreover, if one or more of
the analysts who cover us downgrade our stock, or if our results of operations do not meet their
expectations, our stock price could decline.

We are an “emerging growth company” and we cannot be certain if the reduced disclosure requirements applicable
to emerging growth company status will make our common stock less attractive to investors.

We are an “emerging growth company,” as defined in the JOBS Act, and we intend to take advantage of
certain exemptions from various reporting requirements that are applicable to other public companies that
are not “emerging growth companies” including, but not limited to, not being required to comply with the
auditor attestation requirements of Section 404 of the Sarbanes-Oxley Act, and reduced disclosure
obligations regarding executive compensation in our periodic reports and proxy statements. We cannot
predict if investors will find our common stock less attractive if we rely on these exemptions. If some
investors find our common stock less attractive as a result, there may be a less active trading market for our
common stock and our stock price may be more volatile.

A large number of our shares are or will be eligible for future sale, which may cause the market price of our
common stock to decline.

Upon completion of the Separation, we estimate that we will have outstanding an aggregate of
approximately shares of our common stock (based on shares of ADS common stock
outstanding on , 2021). All of those shares (other than those held by our “affiliates”) will be
freely tradable without restriction or registration under the Securities Act of 1933, as amended (the
“Securities Act”). Shares held by our affiliates, which include our directors and executive officers, can be
sold subject to volume, manner of sale and notice provisions of Rule 144 under the Securities Act. We
estimate that our directors and executive officers, who may be considered “affiliates” for purposes of
Rule 144, will beneficially own approximately shares of our common stock immediately
following the Separation. We are unable to predict whether large amounts of our common stock will be sold
in the open market following the Separation. We are also unable to predict whether a sufficient number of
buyers will be in the market at that time. As discussed in the immediately following risk factor, certain
index funds will likely be required to sell shares of our common stock that they receive in the Separation. In
addition, other ADS stockholders may sell the shares of our common stock they receive in the Separation
for various reasons. For example, such stockholders may not believe our business profile or level of market
capitalization as an independent company fits their investment profile.

Because our common stock will not be included in the Standard & Poor’s Midcap 400 Index, and it may not be
included in other stock indices, significant amounts of our common stock will likely need to be sold in the open
market where there may not be offsetting demand.

A portion of ADS’ outstanding common stock is held by index funds tied to the Standard & Poor’s
Midcap 400 Index and other stock indices. Based on a review of publicly available information as
of , 2021, we believe approximately % of ADS’ outstanding common stock is held by
index funds. Because our common stock will not be included in the Standard & Poor’s Midcap 400 Index,
and it may not be included in other stock indices at the time of the Separation, index funds currently holding
shares of ADS common stock will likely be required to sell the shares of our common stock they receive in
the
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Separation. There may not be sufficient buying interest to offset sales by those index funds. Accordingly,
our common stock could experience a high level of volatility immediately following the Separation and, as a
result, the price of our common stock could be adversely affected.

Provisions in our amended and restated certificate of incorporation and amended and restated bylaws and certain
provisions of Delaware law could delay or prevent a change in control of Loyalty Ventures.

The existence of certain provisions of our amended and restated certificate of incorporation and
amended and restated bylaws and Delaware law could discourage, delay or prevent a change in control of
Loyalty Ventures that a stockholder may consider favorable. These include provisions:

* Providing for a classified board of directors (until after our seventh annual meeting);

* Providing that our directors may be removed by our stockholders only for cause while our board is
classified;

* Providing that the removal of our directors without cause after our board is de-classified must be
approved by the holders of not less than a majority of the total voting power of Loyalty Ventures;

* Providing the right to our board of directors to issue one or more classes or series of preferred stock
without stockholder approval,

+ Authorizing a large number of shares of stock that are not yet issued, which would allow our board
of directors to issue shares to persons friendly to current management, thereby protecting the
continuity of our management, or which could be used to dilute the stock ownership of persons
seeking to obtain control of us;

* Prohibiting stockholders from calling special meetings of stockholders (until after our seventh annual
meeting) or taking action by written consent; and

+ Establishing advance notice and other requirements for nominations of candidates for election to our
board of directors or for proposing matters that can be acted on by stockholders at the annual
stockholder meetings.

We believe these provisions will protect our stockholders from coercive or otherwise unfair takeover
tactics by requiring potential acquirers to negotiate with our board of directors and by providing our board
of directors with more time to assess any acquisition proposal. These provisions are not intended to make us
immune from takeovers. However, these provisions apply even if a takeover offer may be considered
beneficial by some stockholders and could delay or prevent an acquisition that our board of directors
determines is not in our and our stockholders’ best interests. See “Description of Capital Stock.”

Our amended and restated certificate of incorporation will designate Delaware as the exclusive forum for certain
litigation that may be initiated by our stockholder and will contain an exclusive federal forum provision for certain
claims under the Securities Act, which could limit our stockholders’ ability to obtain a favorable judicial forum for
disputes with us and limit the market price of our common stock.

Pursuant to our amended and restated certificate of incorporation, as will be in effect upon the
completion of the Separation, unless we consent in writing to the selection of an alternative forum, a state
court located within the state of Delaware (or, if no state court located within the state of Delaware has
jurisdiction, the federal court for the district of Delaware) shall be the sole and exclusive forum for (i) any
derivative action or proceeding brought on our behalf; (ii) any action asserting a claim for or based on a
breach of a fiduciary duty owed by any of our directors or officers or other employees or agents to us or to
our stockholders, including a claim alleging the aiding and abetting of such a breach of fiduciary duty;
(iii) any action asserting a claim against us or any of our directors or officers or other employees or agents
arising pursuant to any provision of the Delaware General Corporation Law or our certificate of
incorporation or bylaws; (iv) any action asserting a claim related to or involving us that is governed by the
internal affairs doctrine; or (v) any action asserting an “internal corporate claim” as that term is defined in
Section 115 of the Delaware General Corporation Law. Our amended and restated bylaws provide that the
foregoing Delaware exclusive forum provisions do not apply to any action asserting claims under the
Exchange Act or the
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Securities Act. The forum selection clause in our amended and restated certificate of incorporation may
limit our stockholders’ ability to obtain a favorable judicial forum for disputes with us and limit the market
price of our common stock.

For claims brought under the Securities Act, Section 22 of the Securities Act creates concurrent
jurisdiction for federal and state courts over all claims brought to enforce any duty or liability created by the
Securities Act or the rules and regulations thereunder and our amended and restated certificate of
incorporation will provide that the federal district courts of the United States of America will, to the fullest
extent permitted by law, be the sole and exclusive forum for resolving any complaint asserting a cause of
action arising under the Securities Act (the “Federal Forum Provision”). Application of our Federal Forum
Provision means that suits brought by our stockholders to enforce any duty or liability created by the
Securities Act must be brought in federal court and cannot be brought in state court. This provision will not
apply to suits brought to enforce any duty or liability created by the Exchange Act, or the rules and
regulations thereunder.

The Federal Forum Provision described above is intended to apply to the fullest extent permitted by
law. However, the enforceability of forum selection provisions in the governing documents of other
companies has been challenged in legal proceedings, and it is possible that a court could find the Federal
Forum Provision to be inapplicable or unenforceable with respect to actions arising under the Securities Act.

Your percentage ownership in Loyalty Ventures may be diluted in the future.

In the future, your percentage ownership in Loyalty Ventures may be diluted because of equity
issuances for acquisitions, strategic investments, capital market transactions or otherwise, including equity
awards that we may grant to our directors, officers and employees. Our compensation committee may grant
additional equity awards to our employees after the Separation. These awards would have a dilutive effect
on our earnings per share, which could adversely affect the market price of our common stock.

In addition, our amended and restated certificate of incorporation authorize us to issue, without the
approval of our stockholders, one or more classes or series of preferred stock having such designations,
powers, preferences and relative, participating, optional and other rights, and such qualifications, limitations
or restrictions as our board of directors generally may determine. The terms of one or more classes or series
of preferred stock could dilute the voting power or reduce the value of our common stock. For example, we
could grant holders of preferred stock the right to elect some number of our directors in all events or on the
happening of specified events or the right to veto specified transactions. Similarly, the repurchase or
redemption rights or dividend, distribution or liquidation preferences we could assign to holders of preferred
stock could affect the residual value of the common stock. See “Description of Capital Stock—Preferred
stock.”

Our common stock is and will be subordinate to all of our future indebtedness and any preferred stock, and
effectively subordinated to all indebtedness and preferred equity claims against our subsidiaries.

Shares of our common stock are common equity interests in us and, as such, will rank junior to all of
our future indebtedness and other liabilities. Additionally, holders of our common stock may become subject
to the prior dividend and liquidation rights of holders of any class or series of preferred stock that our board
of directors may designate and issue without any action on the part of the holders of our common stock.
Furthermore, our right to participate in a distribution of assets upon any of our subsidiaries’ liquidation or
reorganization is subject to the prior claims of that subsidiary’s creditors and preferred stockholders, if any.

We cannot assure you that our board of directors will declare dividends in the foreseeable future.

We do not currently intend to pay any cash dividends on our capital stock for the foreseeable future.
The declaration and payment of dividends, if any, will always be subject to the discretion of our board of
directors. The timing and amount of any dividends declared will depend on, among other things, our
earnings, financial condition and cash requirements and availability, our ability to obtain debt and equity
financing on acceptable terms as contemplated by our growth strategy and the terms of our outstanding
indebtedness. We may incur expenses or liabilities or be subject to other circumstances in the future that
reduce or eliminate the amount of cash that we have available for distribution as dividends, including as a
result of the risks described herein.
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THE SEPARATION

General

On May 12, 2021, ADS announced that it was moving forward with a plan to distribute to ADS’
stockholders 81% of the shares of common stock of Loyalty Ventures through the Separation, including the
Restructuring and the Distribution. Loyalty Ventures is currently a wholly owned subsidiary of ADS and, at
the time of the Distribution, ADS will hold, through its subsidiaries, the assets and liabilities associated with
the Spin Business. The Separation will be achieved through the transfer of all the assets and liabilities of the
Spin Business to Loyalty Ventures or its subsidiaries through the Restructuring and the distribution of 81%
of the outstanding capital stock of Loyalty Ventures to holders of ADS common stock on the record date
of , 2021 through the Distribution. At the effective time of the Distribution, ADS stockholders
will receive one share of Loyalty Ventures common stock for every shares of ADS
common stock held on the record date. The Separation is expected to be completed on ,2021.
Immediately following the Separation, ADS stockholders as of the record date will own 81% of the
outstanding shares of common stock of Loyalty Ventures. ADS will retain a 19% ownership interest in
Loyalty Ventures. ADS will vote its Loyalty Ventures common stock in the same proportion as the votes cast
in respect of the common stock not owned by ADS on any matter presented for a vote of Loyalty Ventures’
stockholders. ADS may transfer all or a portion of this retained ownership interest in Loyalty Ventures to
one or more of ADS’ creditors in satisfaction of ADS third party debt within one year of the Distribution.
ADS will dispose of any remaining ownership interest in Loyalty Ventures as soon as is warranted
consistent with the business reasons for the retention but, in any event, not later than 5 years after the
Distribution.

As part of the Separation, we will enter into a Separation and Distribution Agreement and several other
agreements to effect the Separation and provide a framework for our relationship with ADS after the
Separation. These agreements will provide for the allocation between us and ADS of the assets, liabilities
and obligations of ADS and its subsidiaries, and will govern the relationship between Loyalty Ventures and
ADS after the Separation. At the Effective Time and subject to IRS approval, the chair of the board of ADS
will be the chair of the Company’s board. In addition to the Separation and Distribution Agreement, the
other principal agreements to be entered into with ADS include:

* A Tax Matters Agreement;
* A Transition Services Agreement; and
* An Employee Matters Agreement.

The Separation as described in this information statement is subject to the satisfaction or waiver of
certain conditions. For a more detailed description of these conditions, see “—Conditions to the
Distribution” below. We cannot provide any assurances that ADS will complete the Separation.

Reasons for the Separation

The ADS board of directors believes separating the Spin Business from ADS is in the best interests of
ADS and its stockholders and has concluded the Separation will provide ADS and Loyalty Ventures with a
number of potential opportunities and benefits, including the following:

* Strategic and Management Focus. Permit the management team of each company to focus on its own
strategic priorities with financial targets that best fit its own business and opportunities, market
development and geographical focus. We believe the Separation will enable each company’s
management team to better position its businesses to capitalize on developing macroeconomic trends,
increase managerial focus to pursue its individual strategies and leverage its key strengths to drive
performance. The management of each resulting company will be able to concentrate on its core
competencies and growth opportunities, and will have increased flexibility and speed to design and
implement corporate strategies based on the characteristics of its unique business.

* Resource Allocation and Capital Deployment. Allow each company to allocate resources, incentivize
employees and deploy capital to capture the significant long-term opportunities in their respective
markets. The Separation will enable each company’s management team to implement a capital
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structure, dividend policy and growth strategy tailored to each unique business. Both businesses are
expected to have direct access to the debt and equity capital markets to fund their respective growth
strategies.

* Investor Choice. Provide investors, both current and prospective, with the ability to value the two
companies based on their distinct business characteristics and make more targeted investment
decisions based on those differences. Separating the two businesses will provide investors with a
more targeted investment opportunity so that investors interested in companies in the loyalty space
will have the opportunity to acquire stock of Loyalty Ventures while those focused on financial
institutions may acquire stock of ADS.

The financial terms of the Separation, including the new indebtedness expected to be incurred by
Loyalty Ventures or entities that are, or will become, prior to the completion of the Separation, subsidiaries
of Loyalty Ventures, and the amount of the cash transfer to ADS has been, or will be, determined by the
ADS board of directors based on a variety of factors, including establishing an appropriate pro forma
capitalization for Loyalty Ventures as a stand-alone company considering the historical earnings of the Spin
Business and the level of indebtedness relative to earnings of comparable companies.

The number of shares you will receive

For every shares of ADS common stock you own as of the close of business
on , 2021, the record date for the Distribution, you will receive one share of Loyalty Ventures
common stock on the Distribution Date for the Separation.

Treatment of fractional shares

The distribution agent will not distribute any fractional shares of our common stock to ADS
stockholders. Instead, as soon as practicable on or after the Distribution Date for the Separation, the
distribution agent for the Distribution will aggregate fractional shares into whole shares, sell the whole
shares in the open market at prevailing prices and distribute the net cash proceeds from the sales, net of
brokerage fees and commissions, transfer taxes and other costs and after making appropriate deductions of
the amounts required to be withheld for U.S. federal income tax purposes, if any, pro rata to each holder
who would otherwise have been entitled to receive a fractional share in the Distribution. The distribution
agent will determine when, how, through which broker-dealers and at what prices to sell the aggregated
fractional shares. Recipients of cash in lieu of fractional shares will not be entitled to any minimum sale
price for the fractional shares or to any interest on the amounts of payments made in lieu of fractional
shares. The receipt of cash in lieu of fractional shares generally will be taxable to the recipient stockholders
for U.S. federal income tax purposes as described below in “The Separation—Material U.S. federal income
tax consequences of the Distribution—The Distribution.”

‘When and how you will receive the distribution of Loyalty Ventures shares

ADS will distribute the shares of our common stock on , 2021 to holders of record as of the
close of business on the record date for the Distribution. The Distribution is expected to be completed
following the market closing on the Distribution Date for the Separation. ADS’ transfer agent and registrar,
Computershare, will serve as transfer agent and registrar for the Loyalty Ventures common stock and as
distribution agent in connection with the Distribution.

If you own ADS common stock as of the close of business on the record date for the Distribution, the
shares of Loyalty Ventures common stock that you are entitled to receive in the Distribution will be issued
electronically, as of the Distribution Date for the Separation, to your account as follows:

* Registered Stockholders. 1f you own your shares of ADS stock directly, either in book-entry form
through an account at Computershare and/or if you hold paper stock certificates, you will receive
your shares of Loyalty Ventures common stock by way of direct registration in book-entry form.
Registration in book-entry form is a method of recording stock ownership when no physical paper
share certificates are issued to stockholders, as will be the case in the Distribution.
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On or shortly after the Distribution Date for the Separation, the distribution agent will mail to you an
account statement that indicates the number of shares of Loyalty Ventures common stock that have been
registered in book-entry form in your name.

Stockholders having any questions concerning the mechanics of having shares of our common stock
registered in book-entry form may contact Computershare at the address set forth in “Summary—Questions
and Answers About the Separation” in this information statement.

* Beneficial Stockholders. Many ADS stockholders hold their shares of ADS common stock
beneficially through a bank or brokerage firm. In such cases, the bank or brokerage firm would be
said to hold the stock in “street name” and ownership would be recorded on the bank or brokerage
firm’s books. If you hold your ADS common stock through a bank or brokerage firm, your bank or
brokerage firm will credit your account for the shares of Loyalty Ventures common stock that you
are entitled to receive in the Distribution. If you have any questions concerning the mechanics of
having shares of common stock held in “street name,” we encourage you to contact your bank or
brokerage firm.

Results of the Separation

After the Separation, we will be an independent, publicly traded company that directly or indirectly
holds the assets and liabilities of the Spin Business. Immediately following the Separation, we expect to

have approximately stockholders of record, based on the number of registered
stockholders of ADS common stock on , 2021, applying a distribution ratio of one share of our
common stock for every shares of ADS common stock. We expect to have

approximately shares of Loyalty Ventures common stock outstanding. The actual number

of shares to be distributed will be determined on the record date.

Before the completion of the Separation, we will enter into a Separation and Distribution Agreement
and several other agreements with ADS to effect the Separation and provide a framework for our
relationship with ADS after the Separation. These agreements will provide for the allocation between
Loyalty Ventures and ADS of ADS’ assets, liabilities and obligations subsequent to the Separation
(including with respect to transition services, employee matters, intellectual property matters and tax
matters). At the Effective Time and subject to IRS approval, the chair of the board of ADS will be the chair
of the Company’s board.

For a more detailed description of these agreements, see “—Agreements with ADS” below. The
Separation will not affect the number of outstanding shares of ADS common stock or any rights of ADS
stockholders.

Incurrence of debt

We intend to enter into new financing arrangements in anticipation of the Separation. We expect to
incur approximately $675.0 million of new debt from the proceeds of the new term loan facility, the net
proceeds of which we intend to use to fund a portion of a cash transfer of $750.0 million to ADS as part of
the Restructuring, which ADS will use to pay down a portion of the outstanding term loans under its credit
agreement.

Costs of the Separation

Subject to the terms of the Separation and Distribution Agreement, each of ADS and Loyalty Ventures
will pay certain non-recurring third-party costs and expenses related to the Separation and incurred prior to
the completion of the Separation. Such non-recurring amounts are expected to include investment banker
fees (other than fees and expenses in connection with the debt financing), third-party legal and accounting
fees, consent fees and similar costs. It is preliminarily estimated that the costs related to the Separation to be
incurred during Loyalty Ventures’ transition to being a stand-alone public company will be approximately
$33.0 million to $36.0 million, of which approximately $10.0 million will be paid by Loyalty Ventures and
the remainder of such costs will be paid by ADS. See “—Agreements with ADS—Transition Services
Agreement” for fees related to the Transition Services Agreement.
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Material U.S. federal income tax consequences of the Distribution

The following is a discussion of the material U.S. federal income tax consequences of the Distribution
to U.S. Holders (as defined below) of ADS common stock. This discussion is based on the Code, applicable
Treasury regulations, administrative interpretations and court decisions as in effect as of the date of this
information statement, all of which may change, possibly with retroactive effect. For purposes of this
discussion, a “U.S. Holder” is a beneficial owner of ADS common stock that is for U.S. federal income tax
purposes:

e A citizen or resident of the U.S.;

» A corporation, or other entity taxable as a corporation for U.S. federal income tax purposes, created
or organized in or under the laws of the U.S., any state therein or the District of Columbia; or

* An estate or trust the income of which is subject to U.S. federal income taxation regardless of its
source.

This discussion addresses only the consequences of the Distribution to U.S. Holders that hold ADS
common stock as a capital asset. It does not address all aspects of U.S. federal income taxation that may be
important to a U.S. Holder in light of that stockholder’s particular circumstances or to a U.S. Holder subject
to special rules, such as:

* A financial institution, regulated investment company or insurance company;
+ A tax-exempt organization;
* A dealer or broker in securities, commodities or foreign currencies;

» A stockholder that holds ADS common stock as part of a hedge, appreciated financial position,
straddle, conversion, or other risk reduction transaction;

e A stockholder that holds ADS common stock in a tax-deferred account, such as an individual
retirement account; or

» A stockholder that acquired ADS common stock pursuant to the exercise of options or similar
derivative securities or otherwise as compensation.

If a partnership, or any entity treated as a partnership for U.S. federal income tax purposes, holds ADS
common stock, the tax treatment of a partner in such partnership generally will depend on the status of the
partners and the activities of the partnership. A partner in a partnership holding ADS common stock should
consult its tax advisor.

A U.S. Holder who acquired different blocks of ADS common stock at different times and at different
prices generally must apply the rules described in the following sections separately to each identifiable
block of shares of ADS common stock. A U.S. Holder who holds ADS common stock with differing bases or
holding periods should consult its tax adviser.

This discussion of material U.S. federal income tax consequences is not a complete analysis or
description of all potential U.S. federal income tax consequences of the Distribution. This discussion does
not address tax consequences that may vary with, or are contingent on, individual circumstances. In
addition, it does not address any U.S. federal, estate, gift or other non-income tax or any non-U.S., state or
local tax consequences of the Distribution. Accordingly, each holder of ADS common stock should consult his,
her or its tax advisor to determine the particular U.S. federal, state or local or non-U.S. income or other tax
consequences of the Distribution to such holder.

Private letter ruling and tax opinion

The consummation of the Separation, along with certain related transactions, is conditioned upon the
receipt of a private letter ruling from the IRS. Although a private letter ruling from the IRS generally is
binding on the IRS, if the factual representations or assumptions made in the private letter ruling request are
inaccurate or incomplete in any material respect, ADS will not be able to rely on the ruling. Furthermore,
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the IRS will not rule on whether a distribution such as the Distribution satisfies certain legal requirements
necessary to obtain tax-free treatment under Section 355 of the Code. Rather, the private letter ruling will be
based on representations by ADS that those requirements have been satisfied, and any inaccuracy in those
representations could invalidate the ruling.

The consummation of the Separation, along with certain related transactions, is further conditioned
upon the receipt of opinion of Davis Polk & Wardwell LLP substantially to the effect that the Distribution,
together with certain related transactions, will qualify as a tax-free “reorganization” within the meaning of
Section 368(a)(1)(D) of the Code and a tax-free distribution within the meaning of Section 355 of the Code,
which we refer to as the “Tax Opinion.” In rendering the Tax Opinion to be given as of the closing of the
Separation, which we refer to as the “Closing Tax Opinion,” Davis Polk & Wardwell LLP will rely on
(i) customary representations and covenants made by us and ADS, including those contained in certificates
of officers of us and ADS, and (ii) specified assumptions, including an assumption regarding the completion
of the Separation and certain related transactions in the manner contemplated by the transaction agreements.
In addition, Davis Polk & Wardwell’s ability to provide the Closing Tax Opinion will depend on the absence
of changes in existing facts or law between the date of this information statement and the closing date of the
Distribution. If any of the representations, covenants or assumptions on which Davis Polk & Wardwell LLP
will rely is inaccurate, Davis Polk & Wardwell LLP may not be able to provide the Closing Tax Opinion or
the tax consequences of the Separation could differ from those described below. The opinion of Davis Polk
& Wardwell LLP does not preclude the IRS or the courts from adopting a contrary position.

The Distribution

Assuming that the Distribution, together with certain related transactions, will qualify as a tax-free
“reorganization” within the meaning of Section 368(a)(1)(D) of the Code and a tax-free distribution within
the meaning of Section 355 of the Code, and that the Restructuring steps will qualify as transactions that are
tax-free for U.S. federal income tax purposes, in general, for U.S. federal income tax purposes:

* The Separation will not result in the recognition of income, gain or loss to ADS or us;

* No gain or loss will be recognized by, and no amount will be included in the income of, U.S. Holders
of ADS common stock upon the receipt of our common stock in the Distribution;

» The aggregate tax basis of the shares of our common stock (including fractional shares deemed
received and exchanged for cash, as described below) distributed in the Distribution to a U.S. Holder
of ADS common stock will be determined by allocating the aggregate tax basis such U.S. Holder has
in the shares of ADS common stock immediately before such Distribution between such ADS
common stock and our common stock in proportion to the relative fair market value of each
immediately following the Distribution;

+ The holding period of any shares of our common stock received by a U.S. Holder of ADS common
stock in the Distribution will include the holding period of the shares of ADS common stock held by
a U.S. Holder prior to the Distribution; and

* A U.S. Holder of ADS common stock that receives cash in lieu of a fractional share of our common
stock will recognize capital gain or loss, measured by the difference between the cash received for
such fractional share and the U.S. Holder’s tax basis in that fractional share, determined as described
above, and such gain or loss will be long-term capital gain or loss if the U.S. Holder’s holding period
in the ADS common stock is more than one year as of the closing date of the Distribution.

In general, if the Distribution, together with certain related transactions, does not qualify as a tax-free
“reorganization” within the meaning of Section 368(a)(1)(D) of the Code and a tax-free distribution within
the meaning of Section 355 of the Code, the Distribution will be treated as a taxable dividend to holders of
ADS common stock in an amount equal to the fair market value of our common stock received, to the extent
of such holder’s ratable share of ADS’ earnings and profits. In addition, if the Separation does not qualify as
a tax-free transaction, ADS will recognize taxable gain, which could result in significant tax to ADS.
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Even if the Separation were otherwise to qualify as a tax-free transaction, the Distribution will be
taxable to ADS under Section 355(¢e) of the Code if 50% or more of either the total voting power or the total
fair market value of the stock of ADS or our common stock is acquired as part of a plan or series of related
transactions that includes the Distribution. If Section 355(e) applies as a result of such an acquisition, ADS
would recognize taxable gain as described above, but the Distribution would generally be tax-free to you.
Under some circumstances, the Tax Matters Agreement would require us to indemnify ADS for the tax
liability associated with the taxable gain. See “—Agreements with ADS—Tax Matters Agreement.”

Under the Tax Matters Agreement, we will generally be required to indemnify ADS for the resulting
taxes in the event that the Separation and/or related transactions fail to qualify for their intended tax
treatment due to any action by us or any of our subsidiaries (see “—Agreements with ADS—Tax Matters
Agreement”). If the Separation were to be taxable to ADS, the liability for payment of such tax by ADS or
by us under the Tax Matters Agreement could have a material adverse effect on ADS or us, as the case may
be.

Information reporting and backup withholding

U.S. Treasury regulations generally require holders who own at least 5% of the total outstanding stock
of ADS (by vote or value) and who receive our common stock pursuant to the Distribution to attach to their
U.S. federal income tax return for the year in which the Distribution occurs a detailed statement setting
forth certain information relating to the tax-free nature of the Distribution. ADS and/or we will provide the
appropriate information to each holder upon request, and each such holder is required to retain permanent
records of this information. In addition, payments of cash to a U.S. Holder of ADS common stock in lieu of
fractional shares of our common stock in the Distribution may be subject to information reporting. Such
payments that are subject to information reporting may also be subject to backup withholding, unless such
U.S. Holder provides the withholding agent with a correct taxpayer identification number and otherwise
complies with the requirements of the backup withholding rules. Backup withholding does not constitute
additional tax, but merely an advance payment, which may be refunded or credited against a U.S. Holder’s
U.S. federal income tax liability, provided the required information is timely supplied to the IRS.

Appraisal rights

No ADS stockholder will have any appraisal rights in connection with the Separation.

Listing and trading of our common stock

As of the date of this information statement, there is no public market for our common stock. We
expect to apply for listing of our common stock on Nasdaq under the ticker symbol “LYLT.”

Trading between record date and Distribution Date

Beginning on the record date for the Distribution and continuing up to and including the Distribution
Date for the Separation, we expect there will be two markets in ADS common stock: a “regular-way” market
and an “ex-distribution” market. Shares of ADS common stock that trade on the “regular-way” market will
trade with an entitlement to receive shares of Loyalty Ventures common stock in the Distribution. Shares
that trade on the “ex-distribution” market will trade without an entitlement to receive shares of Loyalty
Ventures common stock in the Distribution. Therefore, if you sell shares of ADS common stock in the
“regular-way” market after the close of business on the record date for the Distribution and up to and
including through the Distribution Date, you will be selling your right to receive shares of Loyalty Ventures
common stock in the Distribution. If you own shares of ADS common stock as of the close of business on
the record date for the Distribution and sell those shares in the “ex-distribution” market, up to and including
through the Distribution Date, you will still receive the shares of Loyalty Ventures common stock that you
would be entitled to receive in respect of your ownership, as of the record date, of the shares of ADS
common stock that you sold.

Furthermore, beginning on , 2021 and continuing up to and including the Distribution Date
for the Separation, we expect there will be a “when-issued” market in our common stock. “When-issued”
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trading refers to a sale or purchase made conditionally because the security has been authorized but not yet
issued. The “when-issued” trading market will be a market for shares of Loyalty Ventures common stock
that will be distributed to ADS stockholders on the Distribution Date. If you own shares of ADS common
stock as of the close of business on the record date, you would be entitled to receive shares of our common
stock in the Distribution. You may trade this entitlement to receive shares of Loyalty Ventures common
stock, without trading the shares of ADS common stock you own, in the “when-issued” market. On the first
trading day following the Distribution Date, we expect “when- issued” trading with respect to Loyalty
Ventures common stock will end and “regular-way” trading in Loyalty Ventures common stock will begin.

Conditions to the Distribution

We expect the Distribution will be effective on , 2021, the Distribution Date, provided that,
among other conditions described in the Separation and Distribution Agreement, the following conditions
will have been satisfied or waived by ADS in its sole discretion:

* The Separation-related restructuring transactions contemplated by the Separation and Distribution
Agreement (the “Restructuring Transactions”) and the consummation of certain new Loyalty
Ventures financing arrangements contemplated by the Separation and Distribution Agreement will
each have been completed;

* The ADS board of directors will have approved the Distribution and will not have abandoned the
Distribution or terminated the Separation and Distribution Agreement at any time prior to the
Distribution;

* The SEC will have declared effective our registration statement on Form 10, of which this
information statement is a part, under the Exchange Act, no stop order suspending the effectiveness
of our registration statement on Form 10 will be in effect and no proceedings for such purpose will
have been instituted or threatened by the SEC, and this information statement, or a notice of Internet
availability thereof, will have been mailed to the holders of ADS common stock as of the record date
for the Distribution;

» All actions and filings necessary or appropriate under applicable federal, state or other securities
laws or “blue sky” laws and the rules and regulations thereunder will have been taken and, where
applicable, become effective or accepted;

» Our common stock to be delivered in the Distribution will have been approved for listing on Nasdagq,
subject to official notice of issuance;

* The Loyalty Ventures board of directors, as named in this information statement, will have been duly
appointed;

» Each of the ancillary agreements contemplated by the Separation and Distribution Agreement will
have been executed and delivered by the parties thereto;

» ADS will have received a private letter ruling from the IRS and an opinion of Davis Polk &
Wardwell LLP (each of which will not have been revoked or modified in any material respect), in
each case reasonably satisfactory to ADS, to the effect that, for U.S. federal income tax purposes, the
Distribution, together with certain related transactions, will qualify as a tax-free “reorganization”
within the meaning of Section 368(a)(1)(D) of the Code and a tax-free distribution within the
meaning of Section 355 of the Code;

» No applicable law will have been adopted, promulgated or issued that prohibits the consummation of
the distribution or any of the transactions contemplated by the Separation and Distribution
Agreement;

* Any material governmental approvals and consents and any material permits, registrations and
consents from third parties, in each case, necessary to effect the distribution and to permit the
operation of the Spin Business after the Distribution substantially as conducted as of the date of the
Separation and Distribution Agreement will have been obtained;
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* No event or development will have occurred or exist that, in the judgment of the ADS board of
directors, in its sole and absolute discretion, makes it inadvisable to effect the Distribution or other
transactions contemplated by the Separation and Distribution Agreement; and

+ Certain necessary actions to complete the Separation will have occurred, including (a) the amended
and restated certificate of incorporation and amended and restated bylaws of Loyalty Ventures, in
substantially the form attached as exhibits to the registration statement of which this information
statement forms a part, will be in effect and (b) ADS will have entered into a distribution agent
agreement with a distribution agent or otherwise provided instructions to a distribution agent
regarding the Distribution.

The fulfillment of the foregoing conditions will not create any obligations on ADS’ part to effect the
Separation, and the ADS board of directors has reserved the right, in its sole discretion, to abandon, modify
or change the terms of the Separation, including by accelerating or delaying the timing of the consummation
of all or part of the Distribution, at any time prior to the Distribution Date.

Agreements with ADS

As part of the Separation, we will enter into a Separation and Distribution Agreement and several other
agreements with ADS to effect the Separation and provide a framework for our relationships with ADS after
the Separation. These agreements will provide for the allocation between us and ADS of the assets,
liabilities and obligations of ADS and its subsidiaries, and will govern the relationships between Loyalty
Ventures and ADS subsequent to the Separation (including with respect to transition services, employee
matters, intellectual property matters and tax matters).

In addition to the Separation and Distribution Agreement (which will contain many of the key
provisions related to our Separation from ADS and the distribution of our shares of common stock to ADS
stockholders), these agreements include, among others:

» A Tax Matters Agreement;
* A Transition Services Agreement; and

* An Employee Matters Agreement.

The forms of the principal agreements described below have been filed as exhibits to the registration
statement of which this information statement forms a part. The following descriptions of these agreements
are summaries of the material terms of these agreements.

The Separation and Distribution Agreement

The Separation and Distribution Agreement will govern the overall terms of the Separation. Generally,
the Separation and Distribution Agreement will include ADS’ and our agreements relating to the
restructuring steps to be taken to complete the Separation, the assets and rights to be transferred, liabilities
to be assumed and related matters.

Subject to the receipt of required governmental and other consents and approvals and the satisfaction of
other closing conditions, in order to accomplish the Separation, the Separation and Distribution Agreement
will provide for ADS and us to transfer specified assets between the companies that will operate the Spin
Business after the Distribution, on the one hand, and ADS’ remaining businesses, on the other hand. The
Separation and Distribution Agreement will require ADS and us to use reasonable efforts to obtain consents,
approvals and amendments required to assign the assets and liabilities that are to be transferred pursuant to
the Separation and Distribution Agreement.

Unless otherwise provided in the Separation and Distribution Agreement or any of the related ancillary
agreements, all assets will be transferred on an “as is, where is” basis. Generally, if the transfer of any assets
or any claim or right or benefit arising thereunder requires a consent that will not be obtained before the
distribution for the Separation, or if the transfer or assignment of any such asset or such claim or right or
benefit arising thereunder would be ineffective or would adversely affect the rights of the transferor
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thereunder so that the intended transferee would not in fact receive all such rights, the party retaining any
asset that otherwise would have been transferred shall hold such asset in trust for the use and benefit of the
party entitled thereto and retain such liability for the account of the party by whom such liability is to be
assumed, and take such other action as may be reasonably requested by the party to which such asset is to
be transferred, or by whom such liability is to be assumed, as the case may be, in order to place such party,
insofar as reasonably possible, in the same position as would have existed had such asset or liability been
transferred prior to the Distribution.

The Separation and Distribution Agreement will specify those conditions that must be satisfied or
waived by ADS prior to the completion of the Separation, which are described further above in “—
Conditions to the Distribution.” In addition, ADS will have the right to determine the date and terms of the
Separation, and will have the right, at any time until completion of the distribution, to determine to abandon
or modify the distribution and to terminate the Separation and Distribution Agreement.

In addition, the Separation and Distribution Agreement will govern the treatment of indemnification,
insurance and litigation responsibility and management. Generally, the Separation and Distribution
Agreement will provide for uncapped cross-indemnities principally designed to place financial
responsibility for the obligations and liabilities of our business with us and financial responsibility for the
obligations and liabilities of ADS’ retained businesses with ADS. The Separation and Distribution
Agreement will also establish procedures for handling claims subject to indemnification and related matters.

Tax Matters Agreement

In connection with the Separation, we and ADS will enter into a tax matters agreement (the “Tax
Matters Agreement”) that will govern the parties’ respective rights, responsibilities and obligations with
respect to taxes, including taxes arising in the ordinary course of business, and taxes, if any, incurred as a
result of the failure of the Distribution (and certain related transactions) to qualify for tax-free treatment for
U.S. federal income tax purposes. The Tax Matters Agreement will also set forth the respective obligations
of the parties with respect to the filing of tax returns, the administration of tax contests and assistance and
cooperation on tax matters.

In general, the Tax Matters Agreement will govern the rights and obligations that we and ADS have
after the Separation with respect to taxes for both pre- and post-closing periods. Under the Tax Matters
Agreement, ADS generally will be responsible for all of our pre-closing income taxes. We will generally be
responsible for all other income taxes and all non-income taxes primarily related to Loyalty Ventures that
are due and payable after the Separation.

The Tax Matters Agreement will further provide that:

» Without duplication for our indemnification obligations described in the prior paragraph, we will
generally indemnify ADS against (i) taxes arising in the ordinary course of business for which we are
responsible (as described above), (ii) any liability or damage resulting from a breach by us or any of
our affiliates of a covenant or representation made in the Tax Matters Agreement and (iii) taxes
resulting from the failure of the Distribution (and certain related transactions) to qualify for tax-free
treatment that are attributable to certain of our actions; and

* ADS will indemnify us against (i) taxes for which ADS is responsible under the Tax Matters
Agreement (as described above) and (ii) any liability or damage resulting from a breach by ADS or
any of its affiliates of a covenant or representation made in the Tax Matters Agreement.

In addition to the indemnification obligations described above, the indemnifying party will generally be
required to indemnify the indemnified party against any interest, penalties, additions to tax, losses,
assessments, settlements or judgments arising out of or incident to the event giving rise to the
indemnification obligation, along with costs incurred in any related contest or proceeding.

Further, the Tax Matters Agreement generally will prohibit us and our affiliates from taking certain
actions that could cause the Separation and certain related transactions to fail to qualify for their intended
tax treatment, including:
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* During the two-year period following the Distribution Date (or otherwise pursuant to a “plan” within
the meaning of Section 355(e) of the Code), we may not cause or permit certain business
combinations or transactions to occur;

* During the two-year period following the Distribution Date, we may not discontinue the active
conduct of our business (within the meaning of Section 355(b)(2) of the Code);

* During the two-year period following the Distribution Date, we may not sell or otherwise issue our
common stock in certain circumstances;

* During the two-year period following the Distribution Date, we may not redeem or otherwise acquire
any of our common stock, other than pursuant to open-market repurchases of less than 20% of our
common stock (in the aggregate);

* During the two-year period following the Distribution Date, we may not amend our certificate of
incorporation (or other organizational documents) or take any other action, whether through a
stockholder vote or otherwise, affecting the voting rights of our common stock; and

* More generally, we may not take any action that could reasonably be expected to cause the
Separation and certain related transactions to fail to qualify as tax-free transactions for U.S. federal
income tax purposes or non-U.S. tax purposes.

In the event that the Separation and certain related transactions fail to qualify for their intended tax
treatment, in whole or in part, and ADS is subject to tax as a result of such failure, the Tax Matters
Agreement will determine whether ADS must be indemnified for any such tax by us. As a general matter,
under the terms of the Tax Matters Agreement, we are required to indemnify ADS for any tax-related losses
in connection with the Separation due to any action by us or any of our subsidiaries following the
Separation. Therefore, in the event that the Separation and/or related transactions fail to qualify for their
intended tax treatment due to any action by us or any of our subsidiaries, we will generally be required to
indemnify ADS for the resulting taxes.

Transition Services Agreement

The Transition Services Agreement will set forth the terms on which ADS will provide to us, and we
will provide to ADS, on a transitional basis, certain services or functions that the companies historically
have shared. Transition services will include various corporate, administrative and information technology
services. The Transition Services Agreement will provide for the provision of specified transition services,
generally for a period of up to two years following the Distribution. Compensation for transition services
will be determined using an internal cost allocation methodology based on cost or cost plus a margin. We
estimate the fees associated with the Transition Services Agreement to be approximately $2.4 million
annually. See “— Costs of the Separation” for other anticipated costs associated with the Separation and
Distribution.

Employee Matters Agreement

We intend to enter into an Employee Matters Agreement with ADS prior to the Separation that will
govern each company’s respective compensation and benefit obligations with respect to current and former
employees, directors and consultants. The Employee Matters Agreement will set forth general principles
relating to employee matters in connection with the Separation, such as the placement of employees, the
assumption and retention of liabilities and related assets, expense reimbursements, workers’ compensation,
leaves of absence, the provision of comparable benefits, employee service credit, the sharing of employee
information and duplication or acceleration of benefits.

The Employee Matters Agreement generally will allocate liabilities and responsibilities relating to
employee compensation and benefit plans and programs with ADS retaining liabilities (both pre- and post-
Distribution) and responsibilities with respect to ADS participants who will remain with ADS and Loyalty
Ventures assuming liabilities and responsibilities with respect to participants who will transfer to or be
immediately employed by Loyalty Ventures in connection with the Separation. The Employee Matters
Agreement will provide that, following the Distribution and an agreed upon transition period during which
ADS will be providing employment-related transition services to U.S. based employees, Loyalty Ventures
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active employees generally will no longer participate in benefit plans sponsored or maintained by ADS and
will commence participation in Loyalty Ventures benefit plans.

The Employee Matters Agreement will also provide that (i) the Distribution does not constitute a
change in control under ADS’ plans, programs, agreements or arrangements and (ii) unless specifically set
out in the Employee Matters Agreement,the Distribution and the assignment, transfer or continuation of the
employment of employees with another entity will not constitute a severance event under applicable plans,
programs, agreements or arrangements.

Transferability of shares of our common stock

The shares of our common stock that you will receive in the Distribution will be freely transferable,
unless you are considered an “affiliate” of ours under Rule 144 under the Securities Act. Persons who can be
considered our affiliates after the Separation generally include individuals or entities that directly, or
indirectly through one or more intermediaries, control, are controlled by or are under common control with
us, and may include certain of our officers and directors. In addition, individuals who are affiliates of ADS
on the Distribution Date may be deemed to be affiliates of ours. We estimate that our directors and
executive officers, who may be considered “affiliates” for purposes of Rule 144, will beneficially own
approximately shares of our common stock immediately following the Separation. See
“Ownership of Common Stock by Certain Beneficial Owners and Management” included elsewhere in this
information statement. Our affiliates may sell shares of our common stock received in the Distribution only:

» Under a registration statement that the SEC has declared effective under the Securities Act; or

* Under an exemption from registration under the Securities Act, such as the exemption afforded by
Rule 144.

* In general, under Rule 144 as currently in effect, an affiliate will be entitled to sell, within any three-
month period, a number of shares of our common stock that does not exceed the greater of:

* One percent of our common stock then outstanding; or

» The average weekly trading volume of our common stock during the four calendar weeks preceding
the filing of a notice on Form 144 for the sale.

Rule 144 also includes notice requirements and restrictions governing the manner of sale for sales by
our affiliates. Sales may not be made under Rule 144 unless certain information about us is publicly
available.

Reason for furnishing this information statement

This information statement is being furnished solely to provide information to ADS stockholders who
are entitled to receive shares of our common stock in the Distribution. The information statement is not, and
is not to be construed as, an inducement or encouragement to buy, hold or sell any of our securities. We
believe the information contained in this information statement is accurate as of the date set forth on the
cover. Changes may occur after that date and neither ADS nor we undertake any obligation to update such
information except in the normal course of our respective public disclosure obligations.
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DIVIDEND POLICY

We do not currently intend to pay any cash dividends on our capital stock in the foreseeable future. We
currently intend to retain all available funds and any future earnings to pay down our outstanding
indebtedness and fund the development and expansion of our business. The declaration and amount of any
dividends to holders of our common stock will be at the discretion of our board of directors and will depend
upon many factors, including our financial condition, earnings, cash flows, capital requirements of our
business, covenants associated with our debt obligations, legal requirements, regulatory constraints, industry
practice and any other factors the board of directors deems relevant. In addition, our ability to pay cash
dividends on our capital stock may be limited by the terms of any future debt or preferred securities we
issue or any credit facilities we enter into.
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CAPITALIZATION

The following table sets forth our cash and equivalents and our capitalization as of June 30, 2021 on a
historical and pro forma basis to give effect to the Separation, the incurrence of debt and other matters, as
discussed in “The Separation.”

The pro forma adjustments are based upon available information and assumptions that management
believes are reasonable; however, such adjustments are subject to change based on the finalization of the
terms of the Separation and the agreements which define our relationship with ADS after the completion of
the Separation. In addition, such adjustments are estimates and may not prove to be accurate.

You should read the information in the following table together with “Management’s Discussion and
Analysis of Financial Condition and Results of Operations,” “Unaudited Pro Forma Combined Financial
Statements” and our historical combined financial statements and the related notes included elsewhere in
this information statement.

We are providing the capitalization table for information purposes only. The capitalization table below
may not reflect the capitalization or financial condition that would have resulted had we been operating as
an independent, publicly traded company on June 30, 2021 and is not necessarily indicative of our future
capitalization or financial condition.

As of June 30, 2021

Pro Forma
Actual (Unaudited)

(in thousands, except
share amounts)

Cash and equivalents) $ 205,715 $118,970
Indebtedness:
Current portion of debt'®:
Short-term borrowings — 6,750
Long-term:

Long-term debt® — 649,801
Total indebtedness® — 656,551
Equity:

Common stock, par value $0.01; shares authorized, shares issued and outstanding,

pro forma® —
Additional paid-in-capital — 200,177
Parent’s net investment 1,012,586 —
Accumulated other comprehensive loss (25,571)  (25,571)
Total equity $ 987,015 $174,606
Total capitalization $ 987,015 $174,606

(D Reflects pro forma cash following receipt of debt proceeds and the net cash transfer to ADS. See

“Notes to Unaudited Pro Forma Combined Financial Statements of Loyalty Ventures” for additional
information.

) Reflects an estimated $675.0 million of new long-term debt from the proceeds of the new term loan
facility we expect to incur in connection with the Separation, less an estimated debt discount of
$10.1 million and estimated debt issuance costs of $8.3 million.

@ At Separation, ADS’ net investment in us will be reduced to 19%, reflecting the distribution of our

common stock to ADS’ stockholders at a distribution ratio of one share of our common stock for every
shares of ADS common stock.
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UNAUDITED PRO FORMA COMBINED FINANCIAL STATEMENTS

The unaudited pro forma combined financial statements (the “Unaudited Pro Forma Combined
Financial Statements”) of Loyalty Ventures have been derived from the historical combined financial
statements (the “Combined Financial Statements”) included elsewhere in this information statement. The
Unaudited Pro Forma Combined Financial Statements of Loyalty Ventures should be read in conjunction
with the Combined Financial Statements and accompanying notes, “Capitalization” and “Management’s
Discussion and Analysis of Financial Condition and Results of Operations” included elsewhere in this
information statement. The Unaudited Pro Forma Combined Financial Statements of Loyalty Ventures
constitute forward-looking information and are subject to certain risks and uncertainties that could cause
actual results to differ materially from those anticipated. See “Risk Factors” and “Special Note Regarding
Forward-Looking Statements” included elsewhere in this information statement.

The unaudited pro forma combined statement of operations (the “Unaudited Pro Forma Combined
Statement of Operations”) of Loyalty Ventures for the six months ended June 30, 2021 and the fiscal year
ended December 31, 2020 have been prepared as though the Separation and Distribution occurred on
January 1, 2020. The unaudited pro forma combined balance sheet (the “Unaudited Pro Forma Combined
Balance Sheet”) of Loyalty Ventures as of June 30, 2021 has been prepared as though the Separation and
Distribution occurred on June 30, 2021. The Unaudited Pro Forma Combined Financial Statements of
Loyalty Ventures are for illustrative purposes only, and do not reflect what Loyalty Ventures’ financial
position and results of operations would have been had the Separation and Distribution occurred on the
dates indicated and are not necessarily indicative of Loyalty Ventures’ future financial position and future
results of operations.

The following Unaudited Pro Forma Combined Financial Statements of Loyalty Ventures give effect to
the Separation and Distribution and related adjustments in accordance with Article 11 of the Securities and
Exchange Commission’s Regulation S-X. In May 2020, the SEC adopted Release No.33-10786,
“Amendments to Financial Disclosures about Acquired and Disposed Businesses,” or the Final Rule. The
Final Rule is effective on January 1, 2021 and the unaudited pro forma condensed combined financial
information herein is presented in accordance therewith.

The Unaudited Pro Forma Combined Financial Statements have been adjusted to give effect of the
following transactions:

» The anticipated post-Separation capital structure, including the incurrence of debt and the
distribution of cash to ADS;

+ the distribution of shares of Loyalty Ventures’ common stock by ADS to its stockholders and the
elimination of the Parent’s net investment;

+ the impact of, and transactions contemplated by, the Separation Agreement and the other transaction
agreements to be entered into by ADS and Loyalty Ventures in connection with the Separation and
Distribution; and

+ the impact of certain transactions that are not expected to have a continuing effect on our results of
operations.

A final determination regarding our capital structure has not yet been made, and the Separation and
Distribution Agreement, Tax Matters Agreement, Transition Services Agreement, Employee Matters
Agreement, and any other transaction agreements have not been finalized. As such, the Unaudited Pro
Forma Combined Financial Statements may be revised in future amendments to reflect the changes on our
proposed capital structure and the final form of those agreements, to the extent any such changes would be
deemed material.

Subject to the terms of the Separation and Distribution Agreement, each of ADS and Loyalty Ventures
will pay certain non-recurring third-party costs and expenses related to the Separation and incurred prior to
the completion of the Separation. Such non-recurring amounts are expected to include investment banker
fees (other than fees and expenses in connection with the debt financing), third-party legal and accounting
fees, consent fees and similar costs. It is preliminarily estimated that the costs related to the Separation to be
incurred during Loyalty Ventures’ transition to being a stand-alone public company will be
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approximately $33.0 million to $36.0 million, of which approximately $10.0 million will be paid by Loyalty
Ventures and the remainder of such costs will be paid by ADS. See “The Separation—Costs of the
Separation.”

To operate as an independent, publicly traded company, we expect our recurring costs to replace certain
services to approximate those costs historically allocated to us from ADS. The significant assumptions
involved in determining our estimates of the recurring costs of being an independent, publicly traded
company include, but are not limited to, costs to perform financial reporting, tax, corporate governance,
treasury, legal, internal audit and investor relations activities; compensation expense, including equity-based
awards, and benefits; and incremental third-party costs with respect to insurance, audit services, tax
services, employee benefits and legal services. The operating expenses reported in our historical combined
statements of operations include allocations of certain ADS costs. These costs include allocation of ADS
corporate costs that benefit us, including corporate governance, executive management, finance, legal,
information technology, human resources, and other general and administrative costs. We estimate the costs
to operate as an independent, publicly traded company approximate the amount of allocated costs that have
been presented in our historical combined statements of operations and as such an autonomous entity pro
forma adjustment has not been made to the accompanying Unaudited Pro Forma Combined Statement of
Operations. Certain factors could impact these stand-alone public company costs, including the finalization
of our staffing and infrastructure needs.

53

https://www.sec.gov/Archives/edgar/data/1870997/000110465921117891/tm2122068d7 exh99x1.htm

63/207



1/3/24, 2:53 PM tm2122068-7_1012ba_DIV_03-exh99x1 - block - 40.0314554s

TABLE OF coN B0
Unaudited Pro Forma Combined Balance Sheet of Loyalty Ventures
As of June 30, 2021
Transaction
Pro Forma
Adjustments Adjusted
(in thousands)
ASSETS
Cash and cash equivalents $ 205,715 § (86,745) (a) $ 118,970
Accounts receivable, net 265,729 36,510 (c) 302,239
Inventories 162,254 — 162,254
Redemption settlement assets, restricted 745,086 — 745,086
Other current assets 21,262 — 21,262
Total current assets 1,400,046 (50,235) 1,349,811
Property and equipment, net 90,329 — 90,329
Right of use assets — operating 107,916 18  (¢) 107,934
Deferred tax asset, net 66,839 — (D 66,839
Intangible assets, net 4,102 — 4,102
Goodwill 725,632 — 725,632
Investment in unconsolidated subsidiaries — related party 2 2) @ —
Other non-current assets 3,774 1,244 (b) 5,018
Total assets $2,398,640 § (48,975) $2,349,665
LIABILITIES AND EQUITY
Accounts payable $ 65831 § 2 (¢) $§ 65833
Accrued expenses 53,439 29 (¢ 53,468
Deferred revenue 942,154 — 942,154
Current operating lease liabilities 9,888 26  (c) 9,914
Current portion of debt — 6,750 (b) 6,750
Other current liabilities 103,384 — 103,384
Total current liabilities 1,174,696 6,807 1,181,503
Deferred revenue 100,630 — 100,630
Long-term operating lease liabilities 111,727 — 111,727
Long-term and other debt — 649,801 (b) 649,801
Other liabilities 24,572 106,826 (c) 131,398
Total liabilities 1,411,625 763,434 2,175,059
Commitments and contingencies
Stockholders’ equity:
Common stock, par value $0.01 — (e)
Additional paid-in capital — 200,177  (e) 200,177
Parent’s net investment 1,012,586 (1,012,586) (e) —
Accumulated other comprehensive income (loss) (25,571) — (25,571)
Total equity 987,015 (812,409) 174,606
Total liabilities and equity $2,398,640 $ (48,975) $2,349,665

See Notes to Unaudited Pro Forma Combined Financial Statements of Loyalty Ventures.
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Unaudited Pro Forma Combined Statement of Operations of Loyalty Ventures

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 (income) expense, net

Income before income taxes and loss from investment in
unconsolidated subsidiaries

Provision (benefit) for income taxes
Loss from investment in unconsolidated subsidiaries — related
party, net of tax
Net income
Pro forma earnings per share
Basic
Diluted
Pro forma weighted average shares outstanding:
Basic
Diluted

See Notes to Unaudited Pro Forma Combined Financial Statements of Loyalty Ventures.
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For The Six Months Ended June 30, 2021

(@

(h)

(d)

Transaction

Pro Forma

Historical Adjustments

(in thousands)

$183,695 § —
133,438 —
10,326 —
327,459 —
252,937 —
7,590 —
17,571 —
883 —
278,981 —
48,478 —
(182) 19,161

48,660 (19,161)
15,074 —

42 (42)

$ 33,544  $(19,119)

https://www.sec.gov/Archives/edgar/data/1870997/000110465921117891/tm2122068d7 exh99x1.htm

(@)

Adjusted

$183,695
133,438
10,326
327,459

252,937
7,590
17,571
883
278,981
48,478
18,979

29,499
15,074

$ 14,425
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Unaudited Pro Forma Combined Statement of Operations of Loyalty Ventures

For The Year Ended December 31, 2020

Transaction
Pro Forma
Historical Adjustments Adjusted

(in thousands)

Revenues
Redemption, net $473,067 $ — $473,067
Services 264,050 — 264,050
Other 27,689 — 27,689
Total revenue 764,806 — 764,806

Operating expenses
Cost of operations (exclusive of depreciation and

amortization disclosed separately below) 587,615 — 587,615
General and administrative 14,315 — 14,315
Depreciation and other amortization 28,988 — 28,988
Amortization of purchased intangibles 48,953 — 48,953

Total operating expenses 679,871 — 679,871

Operating income 84,935 — 84,935
Gain on sale of a business (10,876) — (10,876)
Interest (income) expense, net (834) 38,322 (g) 37,488
Income before income taxes and loss from investment in

unconsolidated subsidiaries 96,645 (38,322) 58,323
Provision (benefit) for income taxes 21,324 — (h 21,324
Loss from investment in unconsolidated subsidiaries — related

party, net of tax 246 (246) (d) —
Net income $ 75,075  $(38,076) $ 36,999
Pro forma earnings per share

Basic

Diluted
Pro forma weighted average shares outstanding:

Basic (6)]

Diluted 6]

See Notes to Unaudited Pro Forma Combined Financial Statements of Loyalty Ventures.
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Notes to Unaudited Pro Forma Combined Financial Statements of Loyalty Ventures

a. The following represents adjustments to reflect the expected cash at Separation.

June 30, 2021

(in thousands)

Cash received from the incurrence of debt issued at 98.5% $ 664,875
Cash received as a contribution from ADS 7,948
Cash transferred to ADS at Separation (750,000)
Cash paid for debt issuance costs (9,568)
Pro forma adjustment to cash $ (86,745)
b. Reflects $675.0 million of term loan borrowings issued at 98.5% expected to be incurred in connection
with the Separation and Distribution and anticipated financing fees to be paid by Loyalty Ventures of
$9.6 million. Loyalty Ventures also intends to enter into a $150.0 million revolving credit facility to
support the business after consummation of the Separation and Distribution, but does not expect to
draw on this facility immediately. The financing fees related to the term loan are shown as a reduction
to long-term debt. The financing fees related to the revolving credit facility are reflected as a non-
current asset in the Unaudited Pro Forma Combined Balance Sheet.
June 30, 2021
(in thousands)
Debt to be issued $675,000
Debt discount (10,125)
Deferred financing fees — term loan (8,324)
Pro Forma adjustment to debt $656,551
Current portion of debt 6,750
Long term portion of debt 649,801
Deferred financing fees — revolving credit facility 1,244
Pro forma adjustment to non-current assets $ 1,244
c. Assets and liabilities of certain corporate entities associated with the international businesses will be
contributed by ADS to Loyalty Ventures. In addition, pursuant to the terms of the Tax Matters
Agreement, ADS will be responsible for all pre-distribution tax payables and tax reserves, but will also
be entitled to receive all pre-distribution tax receivables when realized. As such, we have made the
following adjustments in the unaudited pro forma combined balance sheet as of June 30, 2021:
June 30, 2021
Contribution by  Tax assets and
ADS liabilities Total
(in thousands)
Accounts receivable, net $4,246 $ 322264 $ 36,510
Right of use asset 18 — 18
Accounts payable ?2) — )
Accrued expenses (29) — (29)
Current operating lease liability (26) — (206)
Other liabilities — (106,826)  (106,826)
Net assets transferred $4,207 $ (74,562) § (70,355)
d. Represents a pro forma adjustment for its investment in Comenity Canada L.P., which was sold to an

affiliate of ADS in August 2021, as a result of the transaction, and will not have a continuing effect on
our results of operations.
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e. Reflects the reclassification of the Parent’s net investment into additional paid in capital and common
stock to reflect the assumed issuance of shares of our common stock with $0.01 par
value. We have assumed the number of outstanding shares of our common stock based on the number
of shares of ADS common stock outstanding on June 30, 2021 and a distribution ratio of one share of

our common stock for every shares of ADS common stock.
June 30, 2021
(in thousands)
Elimination of ADS’ net investment $(1,012,586)
Cash transferred to ADS at Separation 750,000
Effect of ADS net assets transferred/retained" 62,409
Pro forma adjustment to additional paid in capital $ (200,177)

(' A detail of the net assets transferred/retained are as follows:

June 30, 2021

(in thousands)

Cash contributed by ADS $(7,948)

Assets and liabilities of certain Corporate entities 70,355

Investment in unconsolidated subsidiary sold to ADS 2
Pro forma adjustment to additional paid in capital $62,409

f.  As aresult of the pro forma adjustments, the deferred tax asset will increase and be offset by a
corresponding increase to the valuation allowance, resulting in a zero effect on the historical deferred
tax asset balance.

g. Reflects interest expense related to $675.0 million of indebtedness issued at 98.5% that Loyalty
Ventures expects to enter into in connection with the Separation and Distribution and amortization of
anticipated financing fees of $9.6 million to be paid by Loyalty Ventures. The expected interest rate on
the debt is approximately 5.25% with a seven year term. Interest expense may be higher or lower if
Loyalty Ventures’ actual interest rate differs.

Six Months Ended Year Ended
June 30, 2021 December 31, 2020

(in thousands)

Interest expense on debt $17,719 $35,438
Amortization of debt discount and deferred financing charges 1,442 2,884
Pro forma adjustment to interest expense $19,161 $38,322

h. Reflects no tax impact of the pro forma adjustments to pre-tax income as these adjustments would only
increase the deferred tax asset with a corresponding increase to the valuation allowance required. The
effective tax rate of Loyalty Ventures could be different depending on activities occurring subsequent
to the distribution.

i.  The number of Loyalty Ventures weighted average common shares used to compute the basic earnings
per share for the six months ended June 30, 2021 and the year ended December 31, 2020 is based on
the number of ADS shares outstanding at each respective period assuming a distribution ratio of one
share of Loyalty Ventures for every shares of ADS. The number of ADS shares used to
determine the assumed distribution reflects the ADS shares outstanding as of the balance sheet date.
While the actual future impact of potential dilution from Loyalty Ventures shares related to equity
awards granted to Loyalty Ventures’ employees under share-based plans will depend on various factors,
pro forma weighted average shares outstanding were not adjusted as Loyalty Ventures does not
currently have an estimate of the future dilutive impact. The actual number of shares of our common
stock may be different from this estimated amount.
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MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS OF
OPERATIONS

The following discussion of our financial condition and results of operations should be read in
conjunction with our audited combined financial statements and the notes thereto, included elsewhere in this
information statement, as well as the information presented under “Unaudited Pro Forma Combined
Financial Statements,” and “Business.” The following discussion and analysis includes forward-looking
statements. These forward-looking statements are subject to risks, uncertainties and other factors that could
cause our actual results to differ materially from those expressed or implied by the forward-looking
statements. Factors that could cause or contribute to these differences include, but are not limited to, those
discussed elsewhere in this information statement. See in particular “Special Note Regarding Forward-
Looking Statements” and “Risk Factors.”

Overview

We are 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
design our loyalty solutions around specific clients’ needs and goals, which can be both transactional and
emotional. The essence of loyalty is derived from a mix of emotions and memory. By activating these
unconscious influences, 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 own and operate the AIR MILES Reward Program, Canada’s most recognized
loyalty program, and Netherlands-based BrandLoyalty, a global provider of purpose-driven, tailor-made
campaign-based loyalty solutions for grocers and other high-frequency retailers.

The AIR MILES Reward Program is an end-to-end loyalty platform, combining technology, data/
analytics and other solutions to help our clients (who we call sponsors) drive increased engagement by
consumers (who we call collectors) with their brand. The AIR MILES Reward Program operates as a full
service coalition loyalty program for our sponsors. We provide all marketing, customer service, rewards and
redemption management for our sponsors. We typically grant sponsors exclusivity in their market category,
enabling them to realize incremental sales and increase market share as a result of their participation in the
AIR MILES Reward Program. The AIR MILES Reward Program enables collectors to earn AIR MILES
reward miles as they shop across a broad range of sponsors from financial institutions, grocery and liquor,
e-commerce, specialty retail, pharmacy, petroleum retail, and home furnishings to hardware, that participate
in the AIR MILES Reward Program. These AIR MILES reward miles can be redeemed by collectors for
travel, entertainment, experiences, merchandise or other rewards. Through our AIR MILES cash program
option, collectors can also instantly redeem their AIR MILES reward miles earned in the AIR MILES cash
program option toward in-store purchases at participating sponsors, such as Shell Canada. We estimate
approximately two-thirds of Canadian households actively participate in the AIR MILES Reward Program.

BrandLoyalty is a worldwide leader in campaign-based loyalty solutions that positively impact
consumer behavior on a mass scale. We pride ourselves on being a business with purpose by connecting
high-frequency retailers, supplier partners and consumers to create sustainable solutions for today’s
challenges. We design, implement, conduct and evaluate innovative, digitally-enhanced, tailor-made loyalty
campaigns. These campaigns are tailored for the specific client and are designed to reward key customer
segments based on their spending levels during defined campaign periods. At BrandLoyalty, we aim to let
all shoppers feel emotionally connected when they shop at our clients, by designing campaigns with the
right mechanics and rewards that instantly change shopping behavior and engender loyalty. The rewards we
offer come from top brands with high creative standards such as Disney, Zwilling, and vivo | Villeroy &
Boch.

Background

On May 12, 2021, ADS announced the repositioning of ADS through the spinoff of the Spin Business
from its remaining businesses to create an independent, publicly traded company. Directly or indirectly
through our subsidiaries, we will hold the assets and liabilities of the Spin Business after the Separation.
Each holder of ADS common stock will receive one share of common stock of Loyalty Ventures for every
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shares of ADS common stock held as of the close of business on the record date for the Distribution.
Following the Separation, we will be an independent, publicly traded company, and ADS will retain a 19%
interest in us, all or a portion of which ADS may transfer to one or more of ADS' creditors in satisfaction of
ADS' third party debt within one year of the Distribution, and any remaining interest will be disposed by
ADS not later than 5 years after the Distribution. For additional information, see “The Separation.” ADS’
Loyalty Ventures common stock will be voted in the same proportion as the votes cast in respect of the
common stock not owned by ADS on any matter presented for a vote of Loyalty Ventures’ stockholders.

Basis of presentation

We have historically operated as part of ADS and not as a standalone company, and we were a
reportable segment of ADS. Combined financial statements representing the historical operations of Loyalty
Ventures’ business have been derived from the historical accounting records of ADS and are presented on a
carve-out basis. Our 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 U.S. 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 combined
financial statements may not be indicative of future performance and 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 during the periods presented, particularly because of changes we
expect to experience in the future as a result of the Separation, including changes in the financing, cash
management, operations, cost structure and personnel needs of our business.

The cash and equivalents held by ADS at the corporate level are not specifically identifiable and
therefore have not been reflected in the combined balance sheet. ADS’ third-party long-term debt and the
related interest expense have not been allocated for any of the periods presented as it was not the legal
obligor of such debt.

All revenues and expenses as well as assets and liabilities directly associated with the business activity
of the Loyalty Ventures business are included in the combined financial statements. The combined financial
statements also include allocations of certain general and administrative expenses from ADS. ADS allocated
$14.3 million, $14.8 million and $14.0 million of corporate overhead costs that directly or indirectly benefit
Loyalty Ventures’ business for the years ended December 31, 2020, 2019 and 2018, respectively, that are
included in general and administrative expense within our combined statements of income. In addition, ADS
allocated $3.9 million and $3.6 million for the three months ended June 30, 2021 and 2020, respectively,
and $7.6 million and $7.2 million for the six months ended June 30, 2021 and 2020, respectively, of
corporate overhead costs that directly or indirectly benefit Loyalty Ventures’ business, that are included in
general and administrative expense within our combined statements of income. These assessments relate to
information technology, finance, accounting, tax services, 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 us and may not be indicative of the costs that
we would otherwise incur on a standalone basis or had we operated independently of ADS.

COVID-19

Following the declaration by the WHO in the first quarter of 2020 of COVID-19 as a global pandemic
and the rapid spread of COVID-19, international, provincial, federal, state and local government or other
authorities have imposed varying degrees of restrictions on social and commercial activity in an effort to
improve health and safety. As the global COVID-19 pandemic has continued to evolve, our priority has been
and continues to be, the health and safety of our employees, with the vast majority of our employees
continuing to work from home.

The effects of the COVID-19 pandemic negatively impacted our results of operations and year-over-
year comparisons. For the year ended December 31, 2020 and through the six months ended June 30, 2021,
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AIR MILES reward miles issuances and redemptions declined largely due to the downturn in the travel
market as a result of the pandemic and related restrictions such as border closures repressing travel-related
redemptions. The AIR MILES Reward Program continues to pivot the rewards portfolio to emphasize more
non-travel options, aiming to drive higher merchandise redemptions. In addition, the AIR MILES Reward
Program is working with airline partners to plan for the increasing return of airline travel during the second
half of 2021. At BrandLoyalty, new program activity is increasing with consumers actively engaged in
loyalty campaigns, with particular success in products focused on the home. However, both the uncertainty
remaining with the U.K. and many Asian and European countries still subject to varying degrees of
restrictions as well as recent disruptions to port services in southern China amid COVID-19 resurgences
exacerbating already challenged global supply chain conditions, could negatively impact our results of
operations in the second half of 2021.

Despite the roll-out of vaccines, surges in COVID-19 cases, including variants of the strain, may cause
people to self-quarantine or governments to shut down nonessential businesses again. The broad availability
of COVID-19 vaccines and the willingness of individuals to be vaccinated are difficult to predict. The pace
and shape of the COVID-19 recovery as well as the impact and extent of potential resurgences is not
presently known. We continue to evaluate the nature and extent of changes to the market and economic
conditions related to the COVID-19 pandemic and current and potential impact on our business and
financial position. However, given the dynamic nature of this situation, we cannot reasonably estimate the
impacts of COVID-19 on our future results of operations or cash flows at this time.
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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
Gain on sale of a business
Interest income, net
Income before income taxes and
loss (income) from investment in
unconsolidated subsidiaries —
related party
Provision for income taxes

Loss (income) from investment in
unconsolidated subsidiaries —
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

tm2122068-7_1012ba_DIV_03-exh99x1 - block - 40.0314554s

Three Months Ended June 30, % Change  Six Months Ended June 30, % Change
2021 to 2021 to
2021 2020 2020 2021 2020 2020
(in thousands, except percentages)
$ 78,831  $ 84,675 ()% $183,695  $205,547 (11)%
67,215 60,008 12 133,438 130,227 2
4,859 6,388 (24) 10,326 13,402 (23)
150,905 151,071 — 327,459 349,176 (6)
117,092 108,850 252,937 253,161 —
3,905 3,591 9 7,590 7,163 6
8,977 6,547 37 17,571 12,954 36
444 11,807 (96) 883 23,630 (96)
130,418 130,795 — 278,981 296,908 (6)
20,487 20,276 1 48,478 52,268 @)
— — — —  (10,876)  (100)
(113) (82) 38 (182) (349)  (48)
20,600 20,358 1 48,660 63,493 (23)
6,090 441 1,281 15,074 13,849 9
5 (10)  (150) 42 58 (28)
$ 14,505 $ 19,927 27% $ 33,544 $ 49,586 (32)%
1,139.2 1,053.1 8% 2,250.8 2,368.9 5%
800.3 608.2 32% 1,539.6 1,602.2 %
0.81 0.72 13% 0.80 0.73 10%
1.21 1.10 10% 1.21 1.10 10%
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Three months ended June 30, 2021 compared to the three months ended June 30, 2020

Revenue. Total revenue decreased $0.2 million to $150.9 million, for the three months ended June 30,
2021 as compared to $151.1 million for the three months ended June 30, 2020. The net decrease was due to
the following:

* Redemption, net. Revenue decreased $5.8 million, or 7%, to $78.8 million for the three months
ended June 30, 2021, as redemption revenue from our campaign-based loyalty programs decreased
$5.2 million due to delays in programs in market due to the continued impact of COVID-19. The
decrease in revenue was tempered by favorability in foreign currency exchange rates.

» Services. Revenue increased $7.2 million, or 12%, to $67.2 million for the three months ended
June 30, 2021 due to the favorable impact of foreign currency exchange rates.

» Other revenue. Other revenue decreased $1.5 million, or 24%, to $4.9 million due to a decline in
ancillary revenue associated with surplus inventory in our BrandLoyalty segment.

Cost of operations. Cost of operations increased $8.2 million, or 8%, to $117.1 million as compared to
$108.9 million due to a $6.3 million increase in payroll and benefits expense, including an increase in
incentive compensation and exempt wages, and a $7.1 million increase in operating expenses across various
expense categories such as associate engagement at BrandLoyalty and marketing for additional AIR MILES
Reward Program promotions. These increases were offset in part by a $5.1 million decrease in cost of
redemptions due to the decline in redemption revenue discussed above.

General and administrative. General and administrative expenses increased $0.3 million, or 9%, to
$3.9 million for the three months ended June 30, 2021 as compared to $3.6 million for the three months
ended June 30, 2020, due an increase in payroll and benefits expense.

Depreciation and other amortization. Depreciation and other amortization increased $2.4 million, or
37%, to $9.0 million for the three months ended June 30, 2021 as compared to $6.5 million for the three
months ended June 30, 2020, primarily due to amortization associated with previous investments in digital
technology within our AIR MILES Reward Program segment.

Amortization of purchased intangibles. Amortization of purchased intangibles decreased
$11.4 million, or 96%, to $0.4 million for the three months ended June 30, 2021, as compared to $11.8
million for the three months ended June 30, 2020, due to the fully amortized customer contracts in our
BrandLoyalty segment.

Interest income, net. Total interest income, net remained flat at $0.1 million.

Taxes. Provision for income taxes increased $5.6 million to $6.1 million for the three months ended
June 30, 2021 from $0.4 million for the three months ended June 30, 2020. The effective tax rate for the
three months ended June 30, 2021 was 29.6% as compared to 2.2% for the prior year. The increase in the
effective tax rate for the three months ended June 30, 2021 as compared to the three months ended June 30,
2020 was primarily due to discrete tax benefits related to the expiration of statutes of limitation and the
resolution of tax audits in various foreign jurisdictions in the prior year.

Loss (income) from investment in unconsolidated subsidiaries—related party. The loss from
unconsolidated subsidiaries — related party was de minimis. Our investment in our unconsolidated
subsidiary, Comenity Canada, L.P. was sold to an affiliate of ADS in August 2021 for CDN $5.2 million.

Six months ended June 30, 2021 compared to the six months ended June 30, 2020

Revenue. Total revenue decreased $21.7 million, or 6%, to $327.5 million for the six months ended
June 30, 2021 from $349.2 million for the six months ended June 30, 2020. The net decrease was due to the
following:

* Redemption, net. Revenue decreased $21.9 million, or 11%, to $183.7 million for the six months
ended June 30, 2021 as redemption revenue from our campaign-based loyalty programs decreased
$19.5 million due to delays in programs in market which were impacted by COVID-19. The decrease
in revenue was tempered by favorability in foreign currency exchange rates.
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» Services. Revenue increased $3.2 million, or 2%, to $133.4 million for the six months ended
June 30, 2021 due to the favorable impact of foreign currency exchange rates.

* Other revenue. Revenue decreased $3.1 million, or 23%, to $10.3 million due in part to a decline in
ancillary revenue associated with surplus inventory within our BrandLoyalty segment.

Cost of operations. Cost of operations decreased $0.2 million to $252.9 million for the six months
ended June 30, 2021 as compared to $253.2 million for the three months ended June 30, 2020, as a $12.6
million decrease in cost of redemptions due to the decline in redemption revenue was offset by an increase
of $5.8 million in payroll and benefits expense associated with higher incentive compensation and a $6.5
million increase in operating expenses across various expense categories such as associate engagement
expense at BrandLoyalty, marketing expense due to additional AIR MILES Reward Program promotions,
professional fees, and realized losses on securities and foreigncurrency.

General and administrative. General and administrative expenses increased $0.4 million, or 6%, to
$7.6 million for the six months ended June 30, 2021 as compared to $7.2 million for the six months ended
June 30, 2020, due to an increase in payroll and benefits expense.

Depreciation and other amortization. Depreciation and other amortization increased $4.6 million, or
36%, to $17.6 million for the six months ended June 30, 2021 as compared to $13.0 million for the six
months ended June 30, 2020, primarily due to additional capitalized software assets placed into service for
digital investments for the AIR MILES Reward Program segment.

Amortization of purchased intangibles. Amortization of purchased intangibles decreased $22.7
million, or 96%, to $0.9 million for the six months ended June 30, 2021, as compared to $23.6 million for
the six months ended June 30, 2020, due to the fully amortized customer contracts in our BrandLoyalty
segment.

Gain on sale of a business. In January 2020, ADS sold Precima, a provider of retail strategy and
customer data applications, resulting in a pre-tax gain of $10.9 million.

Interest income, net. Total interest income, net decreased $0.2 million, or 48%, to $0.2 million for the
six months ended June 30, 2021 as compared to $0.3 million for the six months ended June 30, 2020, due to
lower interest rates.

Taxes. Provision for income taxes increased $1.2 million to $15.1 million for the six months ended
June 30, 2021 from $13.8 million for the six months ended June 30, 2020. The effective tax rate for the six
months ended June 30, 2021 was 31.0% as compared to 21.8% for the prior year. The increase in the
effective tax rate for the six months ended June 30, 2021 as compared to the six months ended June 30,
2020 was due to discrete tax benefits related to the expiration of statutes of limitation and the resolution of
tax audits in various foreign jurisdictions in the prior year.

Loss (income) from investment in unconsolidated subsidiaries—related party. The loss from
unconsolidated subsidiaries — related party was de minimis. Our investment in our unconsolidated
subsidiary, Comenity Canada, L.P. was sold to an affiliate of ADS in August 2021 for CDN $5.2 million.
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Years Ended December 31, % Change

2020to  2019to
2020 2019 2018 2019 2018

(in thousands, except percentages)

Revenues
Redemption, net $473,067 $ 637,321 $§ 676,279 (26)%  (6)%
Services 264,050 367,647 368,170  (28) —
Other 27,689 28,163 23,929 2) 18
Total revenue 764,806 1,033,131 1,068,378  (26) 3)

Operating expenses
Cost of operations (exclusive of depreciation and
amortization disclosed separately

below) 587,615 847,552 824,203  (31) 3
General and administrative 14,315 14,823 14,049 3) 6
Depreciation and other amortization 28,988 32,152 32,585  (10) )
Amortization of purchased intangibles 48,953 48,027 52,238 _2 ﬁ)

Total operating expenses 679,871 942,554 923,075  (28) 2

Operating income 84,935 90,577 145,303 6) (38)
Gain on sale of a business (10,876) — — nm* nm*
Interest (income) expense, net (834) 2,335 5,528 (136) (58)
Income before income taxes and loss from investment S

in unconsolidated subsidiaries — related party 96,645 88,242 139,775 10 (37)
Provision (benefit) for income taxes 21,324 11,331 (2,867) 88 (495)
Loss from investment in unconsolidated subsidiaries —

related party, net of tax 246 1,681 5,033 (89) (67)
Net income $ 75,075 $ 75230 $ 137,609 _—% ﬁ)%
Key Operating Metrics (in millions): T

AIR MILES reward miles issued 4,963.8 5,511.1 55000 (100% —%

AIR MILES reward miles redeemed 3,127.8 4,415.7 44820 (299% (D)%

Supplemental Information:
Average CAD to USD foreign currency exchange

rate 0.75 0.75 0.77 % 2%
Average EUR to USD foreign currency exchange
rate 1.14 1.12 1.18 2% %)%

*  not meaningful

Year ended December 31, 2020 compared to the year ended December 31, 2019

Revenue. Total revenue decreased $268.3 million, or 26%, to $764.8 million for the year ended
December 31, 2020 from $1,033.1 million for the year ended December 31, 2019. The decrease was due to
the following:

* Redemption. Redemption revenue is recognized at the point in time when the customer redeems for
a reward. Revenue decreased $164.3 million, or 26%, to $473.1 million for the year ended
December 31, 2020 as redemption revenue from our campaign-based loyalty solutions decreased
$158.1 million due to a decline in programs in market across most regions due to the impact of
COVID-19 and the reorganization of BrandLoyalty’s sales personnel. In response to COVID-19,
certain of our clients have delayed their campaign-based loyalty solutions. Redemption revenue for
the AIR MILES Reward Program was also negatively impacted by the 29% decline in AIR MILES
reward miles redeemed.
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» Services. Service revenue is associated with the overall management of the loyalty programs and is
generally recognized over time. Revenue decreased $103.6 million, or 28%, to $264.1 million for the
year ended December 31, 2020 primarily due to the sale of Precima® in January 2020, which
resulted in a $78.5 million decrease in revenue as compared to the prior year. COVID-19 negatively
impacted service revenue for the year ended December 31, 2020, resulting in lower volumes,
including a decline in the number AIR MILES reward miles issued, a decline in ancillary fees from a
reduction in travel, and a decline in the number of campaign-based loyalty programs in market,
which impacted revenue by $8.7 million, $6.7 million and $7.8 million, respectively.

* Other. Other revenue includes investment income and other ancillary revenue earned. Revenue
decreased $0.5 million, or 2%, to $27.7 million for the year ended December 31, 2020, primarily due
to the sale of Precima in January 2020, which resulted in a $0.8 million decrease in other revenue as
compared to the prior year.

Cost of operations. Cost of operations decreased $259.9 million, or 31%, to $587.6 million for the
year ended December 31, 2020 as compared to $847.6 million for the year ended December 31, 2019. The
decline in the cost of operations was impacted by the following:

» adecrease in the cost of redemptions of $114.2 million resulting from the decrease in redemption
revenue noted above;

« the sale of Precima resulted in a decrease in cost of operations by $78.4 million;
* restructuring and other charges of $50.8 million incurred during the year ended December 31, 2019.

» Cost of operations also decreased due to cost saving initiatives executed in 2019 and 2020, with
reduction of expenses across several categories, as well as the impact of COVID-19, which resulted
in a reduction of certain expenses such as travel and entertainment and associate engagement.

General and administrative. General and administrative expenses decreased $0.5 million, or 3%, to
$14.3 million for the year ended December 31, 2020 as compared to $14.8 million for the year ended
December 31, 2019, due to cost saving initiatives implemented by ADS in 2019 and 2020.

Depreciation and other amortization. Depreciation and other amortization decreased $3.2 million, or
10%, to $29.0 million for the year ended December 31, 2020, as compared to $32.2 million for the year
ended December 31, 2019. In 2019, $4.4 million of depreciation and amortization expense was associated
with Precima, which was sold in January 2020. The decline in depreciation and other amortization was
offset in part by additional assets placed into service from recent capital expenditures.

Amortization of purchased intangibles. Amortization of purchased intangibles increased $0.9 million,
or 2%, to $49.0 million for the year ended December 31, 2020, as compared to $48.0 million for the year
ended December 31, 2019, due to the increase in the Euro relative to the U.S. dollar.

Gain on sale of a business. In January 2020, ADS sold Precima, a provider of retail strategy and
customer data applications, resulting in a pre-tax gain of $10.9 million.

Interest (income) expense, net. Total interest expense, net decreased $3.2 million, or 136%, to interest
income of $(0.8) million for the year ended December 31, 2020 as compared to interest expense of
$2.3 million for the year ended December 31, 2019. The net decrease was due to the repayment of the
related party notes payable and BrandLoyalty’s credit facility in September 2019, as a result of which there
was no outstanding debt throughout 2020.

Taxes. Provision for income taxes increased $10.0 million, or 88%, to $21.3 million for the year ended
December 31, 2020 from $11.3 million for the year ended December 31, 2019. The effective tax rate for the
current year was 22.1% as compared to 12.8% for the prior year. The lower effective tax rate in the prior
year included a decrease in tax reserves resulting from the expiration of statutes of limitation and the
resolution of tax audit issues in various foreign jurisdictions.

Loss from unconsolidated subsidiaries—related party. Loss from unconsolidated subsidiaries —
related party decreased $1.4 million, or 85%, to $0.2 million for the year ended December 31, 2020 from
$1.7 million for the year ended December 31, 2019. The decrease was attributable to the sale of our
investment in
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ICOM Information & Communications L.P. (“ICOM”) in February 2019, as ICOM operated at a loss. As of
December 31, 2020, our remaining investment in unconsolidated subsidiaries — related party was in
Comenity Canada L.P., which we expect to transfer to the Parent and its consolidated subsidiaries prior to
the spin.

Year ended December 31, 2019 compared to the year ended December 31, 2018

Revenue. Total revenue decreased $35.2 million, or 3%, to $1,033.1 million for the year ended
December 31, 2019 from $1,068.4 million for the year ended December 31, 2018. The net decrease was due
to the following:

* Redemption. Redemption revenue in recognized at the point is time when the customer redeems for
a reward. Revenue decreased $39.0 million, or 6%, to $637.3 million for the year ended
December 31, 2019. Redemption revenue from our coalition loyalty program decreased $46.4 million
due to the net presentation of $43.0 million of revenue from the outsourcing of additional rewards
inventory during the year ended December 31, 2019 and a 1% decline in the number of AIR MILES
reward miles redeemed. For the fulfillment of certain rewards where the AIR MILES Reward
Program does not control the goods or services before they are transferred to the collector, revenue is
recorded on a net basis. In 2019, the AIR MILES Reward Program outsourced the fulfillment of
certain merchandise rewards, which resulted in revenue presented net of cost of redemptions, as
compared to on a gross revenue basis in 2018 when the AIR MILES Reward Program controlled the
good or service before it was transferred to the collector. Redemption revenue from our campaign-
based loyalty solutions increased $7.4 million due to strong performance in Europe, Asia and Brazil.

» Services. Service revenue is associated with the overall management of the loyalty programs and is
generally recognized over time. Revenue decreased $0.5 million to $367.6 million for the year ended
December 31, 2019 due to a decline in AIR MILES Reward Program issuance revenue of
$14.4 million, impacted in part by the change in estimate of the life of a mile in 2017. This decrease
was offset in part by an $8.1 million increase in servicing revenue associated with our campaign-
based loyalty solutions in market as well as growth in our marketing services of $4.2 million.

* Other. Other revenue includes investment income and other ancillary revenue earned. Revenue
increased $4.2 million, or 18%, to $28.2 million for the year ended December 31, 2019 due to an
increase in investment income on restricted cash.

Cost of operations. Cost of operations increased $23.3 million, or 3%, to $847.6 million for the year
ended December 31, 2019 as compared to $824.2 million for the year ended December 31, 2018 due
primarily to $50.8 million of restructuring and other charges incurred during the year ended December 31,
2019. See Note 12, “Restructuring and Other Charges,” of the Notes to Combined Financial Statements for
the year ended December 31, 2020 for more information. Additionally, data processing expense increased
$21.2 million, driven by an increase in outsourced technology costs. These increases were offset in part by
the net presentation of $43.0 million in cost of redemptions within our coalition loyalty program as
discussed above.

General and administrative. General and administrative expenses increased $0.8 million, or 6%, to
$14.8 million for the year ended December 31, 2019 as compared to $14.0 million for the year ended
December 31, 2018 due to higher consulting costs.

Depreciation and other amortization. Depreciation and other amortization decreased $0.4 million, or
1%, to $32.2 million for the year ended December 31, 2019, as compared to $32.6 million for the year
ended December 31, 2018, due to certain fully depreciated property and equipment, offset in part by
additional assets placed into service from recent capital expenditures.

Amortization of purchased intangibles. Amortization of purchased intangibles decreased $4.2 million,
or 8%, to $48.0 million for the year ended December 31, 2019, as compared to $52.2 million for the year
ended December 31, 2018, primarily due to the decline in the Euro relative to the U.S. dollar.

Interest expense, net. Total interest expense, net decreased $3.2 million, or 58%, to $2.3 million for
the year ended December 31, 2019 as compared to $5.5 million for the year ended December 31, 2018 as a
result of the repayment of its related party debt in September 2019, as well as the pay down of the
BrandLoyalty credit agreement.
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Taxes. Provision for income taxes was $11.3 million for the year ended December 31, 2019, as
compared to a benefit of $(2.9) million for the year ended December 31, 2018, primarily related to discrete
tax benefit associated with the restructuring of certain non-US intangibles.

Loss from unconsolidated subsidiaries — related party. Loss from unconsolidated subsidiaries —
related party decreased $3.4 million, or 67%, to $1.7 million for the year ended December 31, 2019 from
$5.0 million for the year ended December 31, 2018. The decrease was attributable to the sale of our
investment in ICOM in February 2019, as ICOM operated at a loss for all of 2018.

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 (income) from investment in unconsolidated subsidiaries — related party, provision for
income taxes, interest (income) expense, net, depreciation and other amortization, the amortization of
purchased intangibles and stock compensation expense. Adjusted EBITDA excludes the gain on the sale of
Precima, strategic transaction costs, which represent costs for professional services associated with strategic
initiatives, and restructuring and other charges. In 2018, adjusted EBITDA also excluded the gain on the
sale of our investment in dotz. These costs, as well as stock compensation expense, 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 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.
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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.

Three Months Ended June 30, Six Months Ended June 30,
2021 2020 2021 2020
(in thousands)

Net income $14,505 $19,927 $33,544 $49,586
Loss (income) from investment in unconsolidated

subsidiaries — related party, net of tax 5 (10) 42 58
Provision for income taxes 6,090 441 15,074 13,849
Interest income, net (113) (82) (182) (349)
Depreciation and other amortization 8,977 6,547 17,571 12,954
Amortization of purchased intangibles 444 11,807 883 23,630
Stock compensation expense 2,325 1,954 4,179 3,358
Gain on sale of a business, net of strategic transaction

costs) — — — (7,969)
Strategic transaction costs® — 79 — 162
Restructuring and other charges — 72 — 129
Adjusted EBITDA $32,233 $40,735 $71,111 $95,408

@ Represents gain on sale of Precima in January 2020, net of strategic transaction costs. Precima was

included in our AIR MILES Reward Program segment. See Note 3, “Dispositions,” to Unaudited
Condensed Combined Financial Statements for the six months ended June 30, 2021 for more
information.
@ Represents costs for professional services associated with strategic initiatives.
Years Ended December 31,
2020 2019 2018

(in thousands)

Net income $ 75,075 $ 75,230 $137,609
Loss from investment in unconsolidated subsidiaries —related party, net

of tax 246 1,681 5,033
Provision for (benefit from) income taxes 21,324 11,331 (2,867)
Interest (income) expense, net (834) 2,335 5,528
Depreciation and other amortization 28,988 32,152 32,585
Amortization of purchased intangibles 48,953 48,027 52,238
Stock compensation expense 7,017 9,076 13,333
Gain on sale of a business, net of strategic transaction costs" (7,816) _ _
Strategic transaction costs? 329 981 —
Restructuring and other chargesm 108 50,780 —
Gain on sale of an investment® _ _ 9,517)

Adjusted EBITDA $173,390 $231,593 $233,942

1 . L . . .
W Represents gain on sale of Precima in January 2020, net of strategic transaction costs. Precima was

included in our AIR MILES Reward Program segment. See Note 4, “Dispositions,” of the Notes to
Combined Financial Statements for the year ended December 31, 2020 for additional information.
@

(3)

Represents costs for professional services associated with strategic initiatives.

Represents costs associated with restructuring or other exit activities. See Note 12, “Restructuring and
Other Charges,” of the Notes to Combined Financial Statements for the year ended December 31, 2020
for additional information.

@ Represents gain on sale of an investment in CBSM-Companhia Brasileira De Servicos De Marketing,

the operator of the dotz coalition loyalty program, in June 2018.
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Segment revenue and adjusted EBITDA

Three Months Ended June 30, % Change Six Months Ended June 30, % Change
2021 2020 2021 to 2020 2021 2020 2021 to 2020

(in thousands, except percentages)

Revenue:
AIR MILES Reward
Program $ 71,937 $ 64,690 11%  $142,194 $141,153 1%
BrandLoyalty 78,968 86,381 ©) 185,265 208,023 (11)
Corporate/Other — — = — — —
Total $150,905 $151,071 _—%  §$327,459  §349,176 _(6)%
Adjusted EBITDA: o o
AIR MILES Reward
Program $ 36,758 $ 37,007 % $ 73,209 $ 80,260 (9%
BrandLoyalty (1,110) 6,879 (116) 4,597 21,464 (79)
Corporate/Other (3,415) (3,151) 8 (6,695) (6,316) 6
Total $ 32,233 $ 40,735 _@D)% § 7L111 § 95,408 (25)%

Three months ended June 30, 2021 compared to the three months ended June 30, 2020

Revenue. Total revenue decreased $0.2 million to $150.9 million for the three months ended June 30,

2021 from $151.1 million for the three months ended June 30, 2020. The net decrease was due to the
following:

* AIR MILES Reward Program. Revenue increased $7.2 million, or 11%, to $71.9 million for the
three months ended June 30, 2021, as revenue was positively impacted by the increase in the
Canadian dollar exchange rate. In local currency, revenue decreased 1% as redemption revenue, net
was negatively impacted by pandemic-related travel refunds and higher cost of redemptions.

» BrandLoyalty. Revenue decreased $7.4 million, or 9%, to $79.0 million for the three months ended
June 30, 2021, from a decline in programs in market due to retailer delays from the continued impact
of COVID-19.

Adjusted EBITDA. Adjusted EBITDA decreased $8.5 million, or 21%, to $32.2 million for the
three months ended June 30, 2021 from $40.7 million for the three months ended June 30, 2020. The
decrease was due to the following:

* AIR MILES Reward Program. Adjusted EBITDA decreased $0.2 million or 1%, to $36.8 million for
the three months ended June 30, 2021 as the increase in revenue was offset by an increase in payroll
and benefits expense, promotional marketing expense and realized mark-to-market losses on certain
mutual fund investments.

* BrandLoyalty. Adjusted EBITDA decreased $8.0 million, or 116%, to $(1.1) million for the
three months ended June 30, 2021 due lost margin from the decline in revenue noted above, and an
increase in both payroll and benefits and associate engagement expense.

Corporate/Other. Adjusted EBITDA decreased $0.3 million to $(3.4) million for the three months
ended June 30, 2021 due to an increase in payroll and benefits expense.

Six months ended June 30, 2021 compared to the six months ended June 30, 2020

Revenue. Total revenue decreased $21.7 million, or 6%, to $327.5 million for the six months ended

June 30, 2021 from $349.2 million for the six months ended June 30, 2020. The net decrease was due to the
following:

* AIR MILES Reward Program. Revenue increased $1.0 million, or 1%, to $142.2 million for the six
months ended June 30, 2021 as revenue was positively impacted by the increase in the Canadian
dollar exchange rate. In local currency, revenue declined 8% due to the negative impact of lower AIR
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MILES issued and redeemed. Redemption revenue, net was also negatively impacted by pandemic-
related travel refunds and higher cost of redemptions.

» BrandLoyalty. Revenue decreased $22.8 million, or 11%, to $185.3 million for the six months
ended June 30, 2021, due to a decline in programs in market due to retailer delays related to the
continued impact of COVID-19.

Adjusted EBITDA. Adjusted EBITDA decreased $24.3 million, or 25%, to $71.1 million for the six
months ended June 30, 2021 from $95.4 million for the six months ended June 30, 2020. The decrease was
due to the following:

* AIR MILES Reward Program. Adjusted EBITDA decreased $7.1 million, or 9%, to $73.2 million
for the six months ended June 30, 2021. The decline in adjusted EBITDA was primarily due to an
increase in marketing expense for additional promotional activity for the second half of the year and
realized mark-to-market losses on certain mutual fund investments.

* BrandLoyalty. Adjusted EBITDA decreased $16.9 million, or 79%, to $4.6 million for the six
months ended June 30, 2021 due to margin loss from the decline in revenue noted above, and an
increase in payroll and benefits as well as associate engagement expenses and realized losses on
foreign currency.

» Corporate/Other. Adjusted EBITDA decreased $0.4 million to $(6.7) million due to an increase in
payroll and benefits expense.

Years Ended December 31, % Change
2020 2019 2018 2020 to 2019 2019 to 2018

(in thousands, except percentages)

Revenue:
AIR MILES Reward Program $277,121 $ 384,021 $ 434,934 (28)% (12)%
BrandLoyalty 487,685 649,110 633,444 ©25) 2
Corporate/Other — — — — —
Total $764,806 $1,033,131 $1,068,378 @)% ﬁ)%
Adjusted EBITDA: o o
AIR MILES Reward Program $144,025 $ 165,168 § 174,927 13)% (6)%
BrandLoyalty 42,161 79,376 69,748 47) 14
Corporate/Other (12,796) (12,951) (10,733) (1) 21
Total $173390 $ 231,593 $ 233942  (25)% (1Y%

Year ended December 31, 2020 compared to the year ended December 31, 2019

Revenue. Total revenue decreased $268.3 million, or 26%, to $764.8 million for the year ended
December 31, 2020 from $1,033.1 million for the year ended December 31, 2019. The decrease was due to
the following:

* AIR MILES Reward Program. Revenue decreased $106.9 million, or 28%, to $277.1 million for the
year ended December 31, 2020 as the sale of Precima in January 2020 resulted in a $79.3 million
decrease in revenue. Redemption revenue and servicing revenue were negatively impacted by a 10%
decline in AIR MILES reward miles issued and a 29% decline in AIR MILES reward miles redeemed
due to the macroeconomic impacts of COVID-19.

* BrandLoyalty. Revenue decreased $161.4 million, or 25%, to $487.7 million for the year ended
December 31, 2020, due to a decline in programs in market across most regions due to the impact of
COVID-19 as well as the reorganization of sales personnel.

Adjusted EBITDA. Adjusted EBITDA decreased $58.2 million, or 25%, to $173.4 million for the year
ended December 31, 2020 from $231.6 million for the year ended December 31, 2019. The net decrease was
due to the following:
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* AIR MILES Reward Program. Adjusted EBITDA decreased $21.1 million, or 13%, to
$144.0 million for the year ended December 31, 2020, due to revenue declines discussed above,
offset in part by improved expense management, including cost saving initiatives executed in 2019.
For the year ended December 31, 2020, the $7.8 million gain on the sale of Precima, net of
transaction costs was excluded from adjusted EBITDA. For the year ended December 31, 2019,
restructuring and other charges of $3.5 million and strategic transaction costs of $1.0 million were
excluded from adjusted EBITDA.

* BrandLoyalty. Adjusted EBITDA decreased $37.2 million, or 47%, to $42.2 million for the year
ended December 31, 2020 primarily due to the decrease in revenue as discussed above. For the year

ended December 31, 2019, restructuring and other charges of $47.3 million were excluded from
adjusted EBITDA.

» Corporate/Other. Adjusted EBITDA remained relatively flat, improving slightly to $(12.8) million
for the year ended December 31, 2020 as compared to $(13.0) million for the year ended
December 31, 2019.

Year ended December 31, 2019 compared to the year ended December 31, 2018

Revenue. Total revenue decreased $35.2 million, or 3%, to $1,033.1 million for the year ended
December 31, 2019 from $1,068.4 million for the year ended December 31, 2018. The decrease was due to
the following:

* AIR MILES Reward Program. Revenue decreased $50.9 million, or 12%, to $384.0 million for the
year ended December 31, 2019, impacted by a decline in redemption revenue of $46.4 million driven
by a $43.0 million decrease in revenue related to the outsourcing of additional rewards inventory
recorded on a net basis and a 1% decline in AIR MILES reward miles redeemed.

* BrandLoyalty. Revenue increased $15.7 million, or 2%, to $649.1 million for the year ended
December 31, 2019, due to additional programs in market and strong program performance,
particularly in Europe, Asia and Brazil.

Adjusted EBITDA. Adjusted EBITDA decreased $2.3 million, or 1%, to $231.6 million for the year
ended December 31, 2019 from $233.9 million for the year ended December 31, 2018. The net decrease was
due to the following:

* AIR MILES Reward Program. Adjusted EBITDA decreased $9.8 million, or 6%, to $165.2 million
for the year ended December 31, 2019. Adjusted EBITDA was negatively impacted by the decline in
revenue. Restructuring and other charges of $3.5 million and strategic transaction costs of
$1.0 million were excluded from adjusted EBITDA for the year ended December 31, 2019 and a
$9.5 million gain on the sale of an investment was excluded from adjusted EBITDA for the year
ended December 31, 2018.

* BrandLoyalty. Adjusted EBITDA increased $9.6 million, or 14%, to $79.4 million for the year
ended December 31, 2019 primarily due to the margin from the increases in revenue noted above.
Restructuring and other charges of $47.3 million were excluded from adjusted EBITDA for the year
ended December 31, 2019.

» Corporate/Other. Adjusted EBITDA decreased $2.2 million to $(13.0) million for the year ended
December 31, 2019 from $(10.7) million for the year ended December 31, 2018 due to an increase in
incentive compensation.

Liquidity and capital resources

Historically, our primary source of liquidity has been cash generated from operating activities. We
expect to expand those sources with the use of our new credit facility and 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 discussed below will be

sufficient to meet working capital needs, capital expenditures, and other business requirements for at least
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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 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 for the six months ended June 30, 2021 and 2020

Operating Activities. We generated cash flow from operating activities of $97.8 million and $127.7
million for the six months ended June 30, 2021 and 2020, respectively. The year-over-year decrease in
operating cash flows was primarily due to increases in working capital.

Investing Activities. Cash used in investing activities was $49.1 million and $32.3 million for the six
months ended June 30, 2021 and 2020, respectively. Significant components of investing activities are as
follows:

* Redemption settlement assets, restricted. The cash used from redemption settlement assets,
restricted was $41.0 million and $18.7 million for the six months ended June 30, 2021 and 2020
respectively. The increase in cash used was attributable to an increase in investments, as AIR MILES
reward miles issued were greater than AIR MILES reward miles redeemed.

* Capital expenditures. Cash paid for capital expenditures was $8.9 million and $13.6 million for the
six months ended June 30, 2021 and 2020, respectively. We anticipate that capital expenditures will
be less than 5% of annual revenue.

Financing Activities. Cash used in financing activities was $119.8 million and $12.2 million for the
six months ended June 30, 2021 and 2020, respectively. In 2021, the Company paid a dividend to the Parent
of $124.2 million, of which $4.2 million was withheld for taxes.

Cash flow activity for the years ended December 31, 2020, 2019 and 2018

Operating Activities. We generated cash flow from operating activities of $216.3 million,
$105.7 million, and $65.4 million for the years ended December 31, 2020, 2019, and 2018, respectively. The
year-over-year increases in operating cash flows of $110.6 million and $40.3 million for the years ended
December 31, 2020 and 2019, respectively, was primarily due to decreases in working capital. In 2020, the
decreases in working capital were due in most part by COVID-19 impacts in the market.

Investing Activities. Cash used in investing activities was $65.7 million, $53.0 million and
$78.5 million for the years ended December 31, 2020, 2019 and 2018, respectively. Significant components
of investing activities are as follows:

* Redemption settlement assets, restricted. The cash used from redemption settlement assets,
restricted was $40.7 million, $9.5 million and $42.2 million for the years ended December 31, 2020,
2019, and 2018, respectively. The increase in cash used was attributable to an increase in
investments, as AIR MILES reward miles issued were greater than AIR MILES reward miles
redeemed.

* Capital expenditures. Cash paid for capital expenditures was $24.3 million, $41.5 million and
$34.0 million for the years ended December 31, 2020, 2019, and 2018, respectively. We anticipate
that capital expenditures will be less than 5% of annual revenue.

* Proceeds from the sale of investment in unconsolidated subsidiaries — related party. In 2019, we
sold our investment in ICOM to a subsidiary of ADS for $4.0 million.

» Investments in unconsolidated subsidiaries — related party. We made investments in
unconsolidated subsidiaries — related party of $0.7 million, $6.1 million, and $0.8 million for
the years ended
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December 31, 2020, 2019, and 2018, respectively. We made contributions to Comenity Canada L.P.
of $0.7 million, $0.7 million, and $0.8 million for the years ended December 31, 2020, 2019, and
2018, respectively. In 2019, we also made a contribution to ICOM of $5.3 million to fund certain
losses.

Financing Activities. Cash used in financing activities was $2.6 million, $42.9 million and
$23.9 million for the years ended December 31, 2020, 2019 and 20138, respectively.

» Debt. In 2019, a capital contribution of $288.7 million received from ADS was used to repay
existing amounts under BrandLoyalty’s credit agreement and amounts owed under certain note
payable agreements to subsidiaries of ADS. In 2018, BrandLoyalty made net repayments of
$6.4 million under its credit agreement, and we paid a cash dividend to ADS of $6.8 million

* Net transfers to Parent. Cash used in financing transactions reflecting transactions with ADS were
$2.6 million, $28.4 million and $10.7 million for the years ended December 31, 2020, 2019, and
2018 respectively.

Debt

In connection with the Separation, we expect to incur $675.0 million of new debt from the proceeds of
the new term loan facility, the net proceeds of which we intend to use to fund a portion of a cash transfer of
$750.0 million to ADS, or one or more of its subsidiaries, as part of the Restructuring. We also expect to
enter into a $150.0 million revolving credit facility to support the business after consummation of the
Separation and Distribution, but do not expect to draw on this facility immediately. The debt may also
restrict our business and may adversely impact our financial condition, results of operations or cash flows.
In addition, our separation from ADS’ other businesses may increase the overall cost of debt funding and
decrease the overall debt capacity and commercial credit available to us.

BrandLoyalty Credit Agreement

In September 2019, we repaid the €115.0 million in term loans outstanding under the BrandLoyalty
credit agreement, originally scheduled to mature in June 2020, and repaid the €32.5 million amount
outstanding under the revolving line of credit.

In April 2020, BrandLoyalty terminated its existing facility and entered into a new credit agreement
that provides for a committed revolving line of credit of €30.0 million ($36.6 million as of December 31,
2020), an uncommitted revolving line of credit of €30.0 million ($36.6 million as of December 31, 2020),
and an accordion feature permitting BrandLoyalty to request an increase in either the committed or
uncommitted line of credit up to €80.0 million ($97.7 million as of December 31, 2020) in aggregate. The
revolving lines of credit mature in April 2023, subject to BrandLoyalty’s request to extend for two
additional one-year terms at the absolute discretion of the lenders at the time of such requests. As of
December 31, 2020, there were no amounts outstanding under these revolving lines of credit.

In the first quarter of 2021, BrandLoyalty and certain of its subsidiaries, as borrowers and guarantors,
amended its credit agreement to extend the maturity date by one year from April 3, 2023 to April 3, 2024.

See Note 14, “Debt,” of the Notes to Combined Financial Statements for the year ended December 31,
2020 and Note 9, “Debt,” of the Notes to Unaudited Condensed Combined Financial Statements for the six
months ended June 30, 2021 for additional information regarding our debt.

Contractual Obligations

In the normal course of business, we enter into various contractual obligations that may require future
cash payments. Our future cash payments associated with our contractual obligations and commitments to
make future payments by type and period as of December 31, 2020 are summarized below:
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2021 2022 2023 2024 2025 Thereafter Total

(in thousands)

Operating leases $ 15450 $16,038 $14,669 $13,796 $13,252 $92,846 $166,051
ASC 740 obligations" — — _ — — _ _
Purchase obligations® 102,375 23,963 23,883 14,645 11,348 — 176214

Total $117,825 $40,001 $38,552 $28.441 $24,600 $92,846 $342,265

M ASC 740 obligations do not reflect unrecognized tax benefits of $25.3 million, of which the timing

remains uncertain.
@) Ppurchase obligations are defined as an agreement to purchase goods or services that is enforceable and
legally binding and specifying all significant terms, including the following: fixed or minimum
quantities to be purchased; fixed, minimum or variable price provisions; and approximate timing of the
transaction. The purchase obligation amounts disclosed above represent estimates of the minimum for
which we are obligated and the time period in which cash outflows will occur. Purchase orders and
authorizations to purchase that involve no firm commitment from either party are excluded from the
above table. Purchase obligations include inventory purchase commitments and sponsor commitments
under our AIR MILES Reward Program, minimum payments under support and maintenance contracts
and agreements to purchase other goods and services.

We believe that we will have access to sufficient resources to meet these commitments.

Inflation and seasonality

Although we cannot precisely determine the impact of inflation on our operations, we do not believe
that we have been significantly affected by inflation. For the most part, we have relied on operating
efficiencies from scale, technology and expansion in lower cost jurisdictions in select circumstances, as well
as decreases in technology and communication costs, to offset increased costs of employee compensation
and other operating expenses. With respect to seasonality, our revenues, earnings and cash flows are
affected by increased consumer spending patterns leading up to and including the holiday shopping period
in the fourth quarter.

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 risk
includes foreign currency exchange rate risk.

Foreign currency exchange rate risk

We are exposed to fluctuations in the exchange rate between the U.S. and the Canadian dollar and
between the U.S. dollar and the Euro. For the year ended December 31, 2020, an additional 10% decrease in
the strength of the Canadian dollar versus the U.S. dollar and the Euro versus the U.S. dollar would have
resulted in an additional decrease in pre-tax income of approximately $12.2 million and $2.4 million,
respectively. Conversely, a corresponding increase in the strength of the Canadian dollar or the Euro versus
the U.S. dollar would result in a comparable increase to pre-tax income in these periods.

Discussion of critical accounting estimates

Our discussion and analysis of our financial condition and results of operations is based upon our
combined financial statements, which have been prepared in accordance with accounting policies that are
described in the Notes to Combined Financial Statements for the year ended December 31, 2020. The
preparation of the combined financial statements requires management to make estimates and judgments
that affect the reported amounts of assets, liabilities, revenues and expenses, and related disclosure of
contingent assets and liabilities. We continually evaluate our judgments and estimates in determination of
our financial condition and operating results. Estimates are based on information available as of the date of
the financial statements and, accordingly, actual results could differ from these estimates, sometimes
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materially. Critical accounting estimates are defined as those that are both most important to the portrayal of
our financial condition and operating results and require management’s most subjective judgments. The
primary critical accounting estimates are described below.

Revenue recognition

We recognize revenue when control of the promised goods or services is transferred to the customer, in
an amount that reflects the consideration we expect to be entitled to in exchange for those goods or services.
In that determination, under ASC 606, we follow a five-step model that includes: (1) determination of
whether a contract, an agreement between two or more parties that creates legally enforceable rights and
obligations, exists; (2) identification of the performance obligations in the contract; (3) determination of the
transaction price; (4) allocation of the transaction price to the performance obligations in the contract; and
(5) recognition of revenue when (or as) the performance obligation is satisfied.

We enter into contracts with customers that may include multiple performance obligations. The
transaction price is allocated to the separate performance obligations on a relative standalone selling price
basis. If the standalone selling price is not directly observable, we estimate the standalone selling price
based on either the adjusted market assessment or cost plus a margin approach.

Certain of our contracts may provide for variable consideration. We estimate these amounts based on
either the expected amount or most likely amount to be provided to the customer to determine the
transaction price for the contract. The estimation method is consistent for contracts with similar terms and is
applied consistently throughout each contract. The estimates of variable consideration and determination of
whether to include estimated amounts in the transaction price are based largely on an assessment of the
anticipated performance and all information that is reasonably available.

AIR MILES Reward Program. The AIR MILES Reward Program collects fees, or consideration, from
its sponsors based on the number of AIR MILES reward miles issued and, in limited circumstances, the
number of AIR MILES reward miles redeemed. Because management has determined that the earnings
process is not complete at the time an AIR MILES reward mile is issued, the recognition of redemption and
service revenue is deferred. Under certain of our contracts, a portion of the consideration is paid to us upon
the issuance of AIR MILES reward miles and a portion is paid at the time of redemption and therefore, we
do not have a redemption obligation related to these contracts.

Total consideration from the issuance of AIR MILES reward miles is allocated to three performance
obligations: redemption, service, and brand, based on a relative standalone selling price basis.

The estimated standalone selling price for the redemption and the service performance obligations are
based on cost plus a reasonable margin. The estimated standalone selling price of the brand performance
obligation is determined using a relief from royalty approach. Accordingly, management determines the
estimated standalone selling price by considering multiple inputs and methods, including discounted cash
flows and available market data in consideration of applicable margins and royalty rates to utilize. The
number of AIR MILES reward miles issued and redeemed are factored into the estimates, as management
estimates the standalone selling prices and volumes over the term of the respective agreements in order to
determine the allocation of consideration to each performance obligation delivered. The redemption
performance obligation incorporates the expected number of AIR MILES reward miles to be redeemed, and
therefore, the amount of redemption revenue recognized is subject to management’s estimate of breakage, or
those AIR MILES reward miles estimated to be unredeemed by the collector base. Our AIR MILES reward
miles do not expire with the exception of cases of inactivity, which occurs when a collector account has had
no transactional activity for 24 consecutive months. Additionally, the estimated life of an AIR MILES
reward mile impacts the timing of revenue recognition.

Breakage and the life of an AIR MILES reward mile are based on management’s estimate after viewing
and analyzing various historical trends including vintage analysis, current run rates and other pertinent
factors, such as the impact of macroeconomic factors and changes in the program structure.

For the years ended December 31, 2020, 2019 and 2018, our estimated breakage rate remained 20%.

Our cumulative redemption rate, which represents program to date redemptions divided by program to date
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issuance, is 69% as of December 31, 2020. We expect the ultimate redemption rate will approximate 80%
based on our historical redemption patterns, statistical regression models, and consideration of enacted
program changes, as applicable.

For the years ended December 31, 2020, 2019 and 2018, our estimated life of an AIR MILES reward
mile remained 38 months. We estimate that a change to the estimated life of an AIR MILES reward mile of
one month would impact revenue by approximately $4 million. Any future changes in collector behavior
could result in further changes in our estimates of breakage or life of an AIR MILES reward mile.

As of December 31, 2020, we had $1,004.0 million in deferred revenue related to the AIR MILES
Reward Program that will be recognized in the future. Further information is provided in Note 3,
“Revenue,” of the Notes to Combined Financial Statements for the year ended December 31, 2020.

Goodwill

We test goodwill for impairment annually, or when events and circumstances change that would
indicate the carrying value may not be recoverable.

For the 2020 annual impairment test, we performed a quantitative analysis for the AIR MILES Reward
Program and BrandLoyalty reporting units under ADS. The fair value of the reporting units was estimated
using a discounted cash flow analysis based on management’s estimates of forecasted cash flows, with those
cash flows discounted to present value using rates commensurate with the risks associated with those cash
flows. The valuation includes assumptions related to revenue growth and profit performance, capital
expenditures, the discount rate and other assumptions that are judgmental in nature. Changes in these
estimates and assumptions could materially affect the results of our tests for goodwill impairment. We
determined there was no impairment of goodwill on these reporting units.

As of December 31, 2020, we had goodwill of approximately $735.9 million. The following table
presents the percentage by which fair value of the reporting units exceeded carrying value as of the 2020
annual impairment test and goodwill for each respective reporting unit as of December 31, 2020:

Approximate Excess Fair Value % Goodwill as of
Reporting Unit as of July 1, 2020 December 31, 2020
(in thousands)
AIR MILES Reward Program >250% $193,276
BrandLoyalty <10% 542,622

Total $735,898

As with all assumptions, there is an inherent level of uncertainty and actual results, to the extent they
differ from those assumptions, could have a material impact on fair value. For example, a reduction in
customer demand would impact our assumed growth rate resulting in a reduced fair value. The loss of a
major customer or program could have a significant impact on the future cash flows of the reporting unit(s).
Potential events or circumstances could have a negative effect on the estimated fair value. In addition, the
COVID-19 pandemic and continuing uncertainty in the macroeconomic environment, future deterioration in
the economy could adversely impact our reporting units and result in a goodwill impairment charge that
could be material.

Income taxes

We account for uncertain tax positions in accordance with Accounting Standards Codification, or ASC,
740, “Income Taxes.” The application of income tax law is inherently complex. Laws and regulations in this
area are voluminous and are often ambiguous. As such, we are required to make many subjective
assumptions and judgments regarding our income tax exposures. Interpretations of, and guidance
surrounding, income tax laws and regulations change over time. Changes in our subjective assumptions and
judgments can materially affect amounts recognized in the combined balance sheets and statements of
income. See Note 20, “Income Taxes,” of the Notes to Combined Financial Statements for the year ended
December 31, 2020 for additional detail on our uncertain tax positions and further information regarding
ASC 740.
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Recently issued and adopted accounting standards

See “Recently Issued Accounting Standards” under Note 2, “Summary of Significant Accounting
Policies,” of the Notes to Combined Financial Statements for the year ended December 31, 2020 and under
Note 1, “Description of Business, Planned Spinoff and Basis of Presentation,” of the Notes to Unaudited
Condensed Combined Financial Statements for the six months ended June 30, 2021 for a discussion of
certain accounting standards that we have recently adopted and certain accounting standards that we have
not yet been required to adopt and may be applicable to our future financial condition, results of operations
or cash flow.

78

https://www.sec.gov/Archives/edgar/data/1870997/000110465921117891/tm2122068d7 exh99x1.htm 92/207



1/3/24, 2:53 PM

tm2122068-7_1012ba_DIV_03-exh99x1 - block - 40.0314554s

TABLE OF CON3136

BUSINESS

Overview

We are 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
design our loyalty solutions around specific clients’ needs and goals, which can be both transactional and
emotional. The essence of loyalty is derived from a mix of emotions and memory. By activating these
unconscious influences, 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 own and operate the AIR MILES Reward Program, Canada’s most recognized
loyalty program, and Netherlands-based BrandLoyalty, a global provider of purpose-driven, tailor-made
campaign-based loyalty solutions for grocers and other high-frequency retailers.

The AIR MILES Reward Program is an end-to-end loyalty platform, combining technology, data/
analytics and other solutions to help our clients (who we call sponsors) drive increased engagement by
consumers (who we call collectors) with their brand. The AIR MILES Reward Program operates as a full
service coalition loyalty program for our sponsors. We provide all marketing, customer service, rewards and
redemption management for our sponsors. We typically grant sponsors exclusivity in their market category,
enabling them to realize incremental sales and increase market share as a result of their participation in the
AIR MILES Reward Program. The AIR MILES Reward Program enables collectors to earn AIR MILES
reward miles as they shop across a broad range of sponsors from financial institutions, grocery and liquor,
e-commerce, specialty retail, pharmacy, petroleum retail, and home furnishings to hardware, that participate
in the AIR MILES Reward Program. These AIR MILES reward miles can be redeemed by collectors for
travel, entertainment, experiences, merchandise or other rewards. Through our AIR MILES cash program
option, collectors can also instantly redeem their AIR MILES reward miles earned in the AIR MILES cash
program option toward in-store purchases at participating sponsors, such as Shell Canada. We estimate
approximately two-thirds of Canadian households actively participate in the AIR MILES Reward Program.

BrandLoyalty is a worldwide leader in campaign-based loyalty solutions that positively impact
consumer behavior on a mass scale. We pride ourselves on being a business with purpose by connecting
high-frequency retailers, supplier partners and consumers to create sustainable solutions for today’s
challenges. We design, implement, conduct and evaluate innovative, digitally-enhanced, tailor-made loyalty
campaigns. These campaigns are tailored for the specific client and are designed to reward key customer
segments based on their spending levels during defined campaign periods. At BrandLoyalty, we aim to let
all shoppers feel emotionally connected when they shop at our clients, by designing campaigns with the
right mechanics and rewards that instantly change shopping behavior and engender loyalty. The rewards we
offer come from top brands with high creative standards such as Disney, Zwilling, and vivo | Villeroy &
Boch.

We will be headquartered in Dallas, Texas. At December 31, 2020, we had over 1,400 employees. For
the year ended December 31, 2020, we generated $764.8 million in revenues, $75.1 million of net income
and $173.4 million in adjusted EBITDA. In addition, for the six months ended June 30, 2021, we generated
$327.5 million in revenues, $33.5 million of net income and $71.1 million in adjusted EBITDA. Upon our
separation from ADS, we expect to trade under the ticker symbol “LYLT” on Nasdaqg.

Our strategies

Our goal is to accelerate stakeholder value creation through the continued development of loyalty
platforms for the tech-forward business and consumer era. We intend to pursue a variety of new
omnichannel initiatives, including expanding geographies and verticals; further enriching tech and analytic
capabilities; employing sustainable solutions; and seeking additional strategic partnerships.

Attract new clients and grow existing client base

The AIR MILES Reward Program continues to focus on broadening our sponsor base and expanding
the network effects of the coalition. We seek to attract new sponsors and deepen existing relationships by

79

https://www.sec.gov/Archives/edgar/data/1870997/000110465921117891/tm2122068d7 exh99x1.htm

93/207



1/3/24, 2:53 PM tm2122068-7_1012ba_DIV_03-exh99x1 - block - 40.0314554s
TABLE OF CONBIBJ

enhancing our solutions portfolio. Deployment of enriched marketing and advertising capabilities will
further sponsors’ ability to reach and engage collectors, increasing the value proposition for sponsors and
reward suppliers alike. Diversifying the sponsor network, including expansion to non-traditional
partnerships and alliances, including new arrangements with business-to-business e-commerce platforms
that enable smaller, local e-commerce partners to incorporate AIR MILES reward miles in their promotional
activities, will allow for a stronger and broader ecosystem to capture a larger portion of total consumer
spend within the AIR MILES Reward Program. A core advantage to being a part of the AIR MILES Reward
Program is the benefit to each partner as the coalition expands.

Similarly, we believe there is market opportunity for BrandLoyalty to grow its client base by adding
new grocers in existing markets. Additional opportunity exists in the form of diversification into adjacent
segments, such as convenience stores and pharmacies, which are a natural fit for BrandLoyalty due to the
high frequency and spend profile of the customer base. Further expansion into new growing verticals like e-
commerce and food delivery is also expected to present significant opportunities.

By diversifying and growing our ability to integrate advanced data analytics with marketing and loyalty
services, we seek to position ourselves to serve the modern consumer, thus increasing the value proposition
for our clients by delivering long-term integrated growth opportunities and ultimately delivering returns for
our stakeholders.

Invest in technology to better engage consumers

The AIR MILES Reward Program continues to focus on driving collector engagement to enhance the
benefit to the entire coalition of sponsors. The AIR MILES Reward Program has focused on enhancing
digital initiatives targeting younger demographic channels as well as the broader collector base as a whole.
By providing in-store and mobile access and increasing the relevancy of personalized, targeted, real-time
offers, the AIR MILES Reward Program is improving effectiveness of digital campaigns and overall
collector engagement. We will continue to invest in technology to deliver new digital products and solutions
to improve collector engagement and the sponsor value proposition. An expansive collector and sponsor
base results in an expanding database, which can be used to create and monetize new and innovative
supplemental solutions for all partners of the ecosystem.

BrandLoyalty has built a first-class technology platform and array of digital tools, including the Bright
Loyalty Platform, the Analytical Framework, StorePal and other features in to support its campaign-based
loyalty solutions. The Analytical Framework provides full-cycle loyalty program design, real-time feedback
and evaluation to adjust programs in progress or apply learnings to future designs. BrandLoyalty’s Bright
Loyalty Platform provides shoppers the ability to collect and share points digitally, earn badges, play games,
view leaderboards and level up to achieve better status and more exclusive perks. BrandLoyalty also offers
StorePal to directly support in-store staff with program execution through state-of-the-art A.I. analysis and
collaboration to improve in-store marketing, display placement, staff program knowledge and stock
availability.

We believe opportunities exist to leverage the digital loyalty capabilities of BrandLoyalty’s platform
and the highly advanced data science platform of the AIR MILES Reward Program to enhance the digital
tools and capabilities of both businesses.

Expand into new geographies

We will seek to expand our geographic reach to accelerate growth. Our client-centered approach and
almost 30-year operating history has resulted in unique, rich shopper and market data, which we use to
generate insights for brands globally. There is substantial opportunity to serve untapped markets across the
globe, which will serve as a growth lever in the near-term and solidify sustainable sources of future revenue
going forward. In the near term, BrandLoyalty expects to increase its presence in the United Kingdom, the
United States and the Nordic region. We also intend to enhance our product offerings and geographic
footprint through opportunistic acquisitions that complement our business. We will consider select
acquisition opportunities that expand the breadth of our product portfolio, enhance our market positioning
and accelerate our presence in attractive geographies, while maintaining alignment with our culture.
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Our competitive strengths

Global tech-enabled loyalty leader

Over the past three decades, the AIR MILES Reward Program has built one of the largest loyalty
rewards programs in Canada and established itself as a household name. The AIR MILES Reward Program
operates as a unique and differentiated coalition loyalty platform. Through our advanced technological
capabilities, our sponsors have access to both an extensive scale of customer insights and digital reach,
providing a superior understanding of consumer behavior, media response, and trends. As of December 31,
2020, the AIR MILES Reward Program platform extends across 10 million collector accounts, with a
sponsor base of approximately 135 sponsors that covered approximately 80% of the average household
spend categories across all regions of Canada. Today, our AIR MILES Reward Program partners with over
300 brands and offers collectors thousands of locations to earn. Our expansive national coverage through
sponsor partnerships spans brick & mortar physical locations, online retailers and financial institutions to
drive continued value to our collectors and, in turn, added awareness and recognition of the AIR MILES
brand. The breadth of sponsors and reward suppliers enables collector engagement on a recurring basis and
drives powerful network effects.

BrandLoyalty’s global network spans across 6 continents and 54 countries, partnering with
approximately 200 retailers, worldwide. BrandLoyalty offers thousands of locations for customers to earn
and continues to maintain close relationships with retailers and build its client portfolio through its 20 sales
offices. While BrandLoyalty operates centrally, understanding and building relationships in the local market
enhances our delivery capability all over the world.

Rich consumer data platforms

Our robust data and analytics platforms utilizing SKU-level transactional data allow for personalized
offerings to drive loyalty for retailers. The AIR MILES Reward Program data platform enables the
collection and synthesis of thousands of attributes per collector, supporting hundreds of advanced analytic,
predictive models and machine learning algorithms. Unique identifiers track spend across hundreds of retail
partners and digital properties through almost 30 years of history. Our dataset provides visibility into
collector activity across the coalition, supplemented with third party data, to gather a holistic view of the
collector profile that enables us to benefit collectors with a more personalized experience and benefits
sponsors by driving engagement through more effective, highly-targeted, relevant marketing and
personalized campaigns and offers.

The BrandLoyalty data and analytics platform is optimized through a large historical database of
campaign insights, extensive shopper research and market intelligence. BrandLoyalty’s proprietary
analytical software is designed to maximize campaign performance by analyzing billions of consumer
transactions from campaigns across the world to more accurately identify the appropriate consumer
segment, reward product and price point for each retailer. Our data analytics support the retailer from start
to finish by identifying the right campaign type, providing predictions and insights on campaigns in
execution and evaluating campaigns following completion.

Strong technology platforms

Our technology platforms were built to support the services and solutions we deliver with underlying
principles of agility, versatility, scalability, and security at every level. Our platforms allow us to design,
adapt and optimize loyalty campaigns and deliver better value to our clients. Our platforms provide the
ability to automate workflow and target customers in real time and across multiple collector-facing
channels. Our data processing platform enables data science, data sharing, product building and model
factory capabilities, which turn customer data into meaningful insights. Our traditional marketing and Al
capabilities identify and match collectors and deliver personalization at scale through multiple digital
channels.

We have opportunities to integrate components of each platform within the other, creating meaningful
opportunities to cross-sell the AIR MILES Reward Program and BrandLoyalty solutions. The AIR MILES
Reward Program’s data lake, issuance engine, access to rewards and personalization platform combined
with BrandLoyalty’s digital platform and campaign-based offerings gives us a unique position from which

81

https://www.sec.gov/Archives/edgar/data/1870997/000110465921117891/tm2122068d7 exh99x1.htm 95/207



1/3/24, 2:53 PM

tm2122068-7_1012ba_DIV_03-exh99x1 - block - 40.0314554s

TABLE OF CON3139

to offer a full suite of capabilities, both short-term and long-term, globally, while adhering to privacy laws,
consumer expectations and client contract terms.

Deep, long-term relationships with clients and sponsors

We have maintained deep, long-standing relationships with the large consumer-based businesses,
including well-known worldwide brands, such as Shell Canada, Sobeys Inc., Bank of Montreal, Rewe and
Albert Heijn.

For the AIR MILES Reward Program, we utilize our large collector base together with our data and
analytical capabilities to deepen our existing relationships with our sponsors, some of which have been part
of the program for almost 30 years, and continue to drive powerful benefits to collectors in the program. By
continuing to engage our collectors with personalized marketing experiences and scaled rewards, our
sponsors recognize the significant benefit to staying in the AIR MILES Reward Program and increasing
their customer spend (issuance) opportunity. We believe that our success with sponsors and our ability to
offer a variety of redemption options, both aspirational and instant, drive the appeal of AIR MILES Reward
Program to collectors. By delivering a personalized and seamless digital experience, we provide collectors
the ability to earn AIR MILES reward miles across an increasing network of sponsors and by offering them
attractive redemption options, we create an efficient sales channel that brings brand awareness to reward
suppliers.

At BrandLoyalty, we have had longstanding relationships with both the world’s leading grocery
retailers who value our broad portfolio of offerings and full service approach as well as our high-quality
rewards suppliers. We believe we have well-established positions with our clients, who have for many years
entrusted us to enhance critical relationships with their customers and manage sensitive customer
transaction data. We expect our strong client relationships will continue to drive our recurring revenue base,
which we believe will contribute to our success and growth. The result is proven sales growth for retailers
and strong connections between those retailers, their consumers and our exclusive merchandise and other
reward suppliers.

Experienced management team with deep industry expertise

We have a strong executive management team with a proven track record, including decades of
demonstrated leadership at the company. Our current executive management team has an average of over
13 years of industry experience. Charles Horn, who will serve as our president and chief executive officer
following the distribution, is currently an executive vice president at ADS and has overseen the LoyaltyOne
segment since August 2019, in addition to the oversight of numerous other Board initiatives. Prior to 2019,
Mr. Horn spent nearly a decade in the role of executive vice president and chief financial officer for ADS
where his primary responsibilities included providing strategic direction to executive management and the
board of directors, as well as evaluation and control of the capital structure of ADS, ensuring the company
maintained transparency and consistency in financial reporting and accounting practices across the
enterprise while serving as the key contact with the investment community. Blair Cameron will continue to
serve as president of the AIR MILES Reward Program, overseeing the entire operations and strategy of the
program. Mr. Cameron first joined the AIR MILES Reward Program team over 16 years ago, serving in
roles of increasing responsibility. Claudia Mennen will continue to serve as BrandLoyalty’s chief executive
officer. Following nearly 10 years of experience at PricewaterhouseCoopers and as Chief Financial Officer
and vice-president, Finance at two other companies, Ms. Mennen joined BrandLoyalty as its Chief Financial
Officer in early 2012 before also taking on the role of chief financial officer of the LoyaltyOne segment for
ADS in 2018. In 2019, she became chief executive officer of BrandLoyalty, where she has led retail and
loyalty strategies and operations.

Our segments

Our business is managed and reported as two segments: the AIR MILES Reward Program segment and
the BrandLoyalty segment.
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The AIR MILES Reward Program

The AIR MILES Reward Program is an end-to-end loyalty platform, combining technology, data/
analytics and other solutions to help our sponsors drive increased engagement by collectors with their
brand. The AIR MILES Reward Program operates as a full service outsourced coalition loyalty program for
our sponsors, who pay us a fee per AIR MILES reward mile issued, in return for which we provide all
marketing, customer service, rewards and redemption management. The AIR MILES Reward Program
enables collectors to earn AIR MILES reward miles as they shop across a broad range of retailers and other
sponsors participating in the AIR MILES Reward Program. The AIR MILES Reward Program provides a
wide range of rewards from leisure and entertainment to merchandise, flight, travel and unique experiences
with over 1,200 reward options that appeal to an expansive set of collectors. Through our AIR MILES Cash
program option, collectors can also instantly redeem their AIR MILES reward miles collected in the AIR
MILES Cash program option toward in-store purchases at participating sponsors. Approximately two-thirds
of Canadian households actively participate in the AIR MILES Reward Program.

Our sponsors

Approximately 135 brand name sponsors participate in our AIR MILES Reward Program, including
Shell Canada Products, Jean Coutu, Amex Bank of Canada, Sobeys Inc. and Bank of Montreal. Our sponsor
base covers a diverse set of market spend categories, including gas, pharmacy, credit card, and grocery.
Relationships with our largest and most well-known sponsors account for a significant portion of our
combined revenue. For the year ended December 31, 2020, our 10 largest sponsors represented
approximately 55% of our revenue, including approximately 15% from Bank of Montreal. We typically
grant participating sponsors exclusivity in their market category, enabling them to realize incremental sales
and increase market share as a result of their participation in the AIR MILES Reward Program. Contracts
with our sponsors generally vary in length from three to five years. However, our top 6 sponsors have an
average tenure of 25 years.

Our collectors

Collectors can accumulate AIR MILES reward miles across a significant portion of their everyday
spend and can earn AIR MILES reward miles at thousands of in-store and online retail and service
locations, including through our AIR MILES Reward Program eCommerce site. Collectors can also earn
AIR MILES reward miles at any locations where they are permitted to use certain credit cards issued by
Bank of Montreal and Amex Bank of Canada. Collectors can redeem AIR MILES reward miles through
multiple channels, including in-lane cash redemptions, online cash redemptions through our mobile app and
online. We utilize these multiple channels to enable collectors to redeem for the rewards they desire in the
physical and digital locations they frequent.

As of December 31, 2020, there were approximately 10 million collectors in the AIR MILES Reward
Program.

Our suppliers

We enter into agreements with airlines, manufacturers of consumer electronics, supplier platforms and
other providers to supply rewards for the AIR MILES Reward Program. The broad range of rewards that can
be redeemed is one of the reasons the AIR MILES Reward Program remains popular with collectors and
collectors continue to engage in the program. Hundreds of brands use the AIR MILES Reward Program as
an additional distribution channel for these products. Suppliers include well-recognized companies in
diverse industries, including travel, hospitality, electronics and entertainment.

We are regularly adapting to changes in consumer preferences and adding new, desirable suppliers. For
example, during the COVID-19 pandemic, collectors began eating at home more frequently and the AIR
MILES Reward Program added Uber Eats and DoorDash as reward suppliers in March 2020.

Our loyalty platform
We provide a fully managed loyalty platform that helps our sponsors by driving traffic, understanding

key trends and maximizing loyalty return on investment. We provide full management of all loyalty program
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services and capabilities with instant issuance at point of sale and instant cash redemption at point of sale
(with real-time enabled connection), along with diverse merchandise and travel rewards management, a full-
service Customer Care team (associates answer questions in English & French through voice, chat and
social media channels) and plug and play through ready-to-integrate application programming interfaces, or
APIs.

We use data management and analytics to integrate a vast set of consumer information and turn it into
meaningful collector insights which (i) engage key segments with targeted, relevant communications with
our sponsors, (ii) create predictive models to enhance lifetime value throughout the customer lifecycle, and
(iii) integrate directly with marketing channels for personalized experiences. These management and
analytics services help Sponsors understand and optimize loyalty performance. We provide dedicated teams
to help operate the program and deliver deep insights with reporting and analytics solutions to understand
program performance and contribution and to monitor program and customer health. We also use tradition
and Al-powered marketing tools to reach and engage collectors across multiple channels.

Our data and technology stack provides solutions based on agility, versatility, scalability and security.

BrandLoyalty

BrandLoyalty is a leading global provider of campaign-based loyalty solutions providing tailor-made
programs to leading grocery and other high frequency retailers. Our customers pay us a fee, based on the
number of redemptions, to create and implement customized campaigns designed to increase consumer
traffic and develop consumer loyalty and long-term relationships. These campaigns are targeted at segments
with the aim to increase the share of wallet for our customer by providing stamps for a certain spent amount
which can ultimately be redeemed by the consumer for highly collectible rewards and are designed to
generate traffic growth and increase basket size for our customer. The campaign-based loyalty programs
typically last between 6 and 20 weeks, depending on the nature of the program, with contract terms usually
less than one year in length. These programs are tailored for the specific retailer client and are designed to
reward key customer segments based on their spending levels during defined campaign periods.

Our customers

We have approximately 200 retailers that are our customers, operating on six continents in over 50
countries and more than 110,000 stores globally. Europe and Asia represented our largest presence, but we
have campaigns in the United States, Canada, Brazil and Nordic regions. Many of our customers are leading
grocery retailers in their respective countries.

Our brand suppliers

BrandLoyalty manages a broad portfolio of premium reward suppliers balanced between exclusive
contracts, licenses and proprietary suppliers which are globally relevant and recognized brand suppliers.
These suppliers offer highly desirable rewards, encouraging long-term consumer loyalty, and the portfolio
approach ensures we can offer the optimal reward proposition for the targeted consumer segment at the right
economics.

Tech-enabled solutions

Our Analytical Framework supports our customer throughout the end-to-end campaign design by
identifying the right campaign type with the right mechanics during the campaign preparation, by providing
predictions and insights on campaigns in execution and by evaluating finished campaigns. It provides real-
time feedback and evaluation to adjust programs in progress or apply learnings to future designs.

Our Bright Loyalty Platform is a cloud-based loyalty solution that provides our customers with a “plug-
and-play” solution to run digital loyalty solutions, enabling new ways of interacting such as instant
promotions and digital stamp collection. It provides shoppers the ability to collect and share points digitally,
earn badges, play games, view leaderboards and level up to achieve better status and more exclusive perks.

StorePal is a digital tool provides retailers Al-enabled insights on store level campaign execution
benefitting campaign performance and consumer engagement through in-store marketing, display
placement, staff program knowledge and stock availability.
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Protection of intellectual property and other proprietary rights

We rely on a combination of copyright, trade secret and trademark laws, confidentiality procedures,
contractual provisions and other similar measures to protect our proprietary information and technology
used in each segment of our business. We generally enter into confidentiality or license agreements with our
employees, consultants and corporate partners, and generally control access to and distribution of our
technology, documentation and other proprietary information. Despite the efforts to protect our proprietary
rights, unauthorized parties may attempt to copy or otherwise obtain the use of our products or technology
that we consider proprietary and third parties may attempt to develop similar technology independently. We
have a number of foreign patents and pending patent applications, including product design patents. We
pursue registration and protection of our trademarks throughout the countries where we do business. No
individual patent or license is material to us or our segments other than that we are the exclusive Canadian
licensee of the AIR MILES family of trademarks pursuant to a perpetual license agreement with Diversified
Royalty Corp., for which we pay a royalty fee. We believe that the AIR MILES family of trademarks and
our other trademarks are important for our branding, corporate identification and marketing of our services
in each business segment.

Competition

The markets for our products and services are highly competitive. We compete with advertising and
other promotional and loyalty programs, both traditional and online, for a portion of a client’s total
marketing budget, as well as with the in-house staffs of our current and potential clients. In the campaign-
based loyalty program market, we have both global and, in certain geographies, regional competitors with
the most significant being TCC Global N.V.

Regulation

Data protection and consumer privacy laws and regulations continue to evolve, increasing restrictions
on our ability to collect and disseminate customer information. In addition, the enactment of new or
amended legislation or industry regulations pertaining to consumer, public or private sector privacy issues
may impact our marketing services, including placing restrictions upon the collection, sharing and use of
information that is currently legally available.

In the United States, the federal Do-Not-Call Implementation Act makes it more difficult to
telephonically communicate with prospective and existing customers. Similar measures were implemented
in Canada beginning September 1, 2008. Regulations in both the United States and Canada give consumers
the ability to “opt out,” through a national do-not-call registry and state do-not-call registries, of having
telephone solicitations placed to them by companies that do not have an existing business relationship with
the consumer. In addition, regulations require companies to maintain an internal do-not-call list for those
who do not want the companies to solicit them through telemarketing. These regulations could limit our
ability to provide services and information to our clients. Failure to comply with these regulations could
have a negative impact on our reputation and subject us to significant penalties. Further, the Federal
Communications Commission has approved interpretations of rules related to the federal Telephone
Consumer Protection Act defining robo-calls broadly, which may affect our ability to contact customers and
may increase our litigation exposure.

In the United States, the federal Controlling the Assault of Non-Solicited Pornography and Marketing
Act of 2003 restricts our ability to send commercial electronic mail messages, the primary purpose of which
is advertising or promoting a commercial product or service, to our customers and prospective customers.
The act requires that a commercial electronic mail message provide the customers with an opportunity to
opt-out from receiving future commercial electronic mail messages from the sender.

In the United States, California enacted the California Consumer Privacy Act, or CCPA, which went
into effect on January 1, 2020. The CCPA provides individual privacy rights for California consumers and
places increased privacy and security obligations on entities handling certain personal data of consumers
and households. The CCPA requires disclosures to consumers about companies’ data collection, use and
sharing practices; provides consumers ways to opt-out of certain sales or transfers of personal information;
and provides consumers with additional causes of action. The CCPA prohibits companies from
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discriminating against consumers who have opted out of the sale of their personal information, subject to a
narrow exception. The CCPA provides for certain monetary penalties and for enforcement of the statute by
the California Attorney General or by consumers whose rights under the law are not observed. It also
provides for damages, as well as injunctive or declaratory relief, if there has been unauthorized access, theft
or disclosure of personal information due to failure to implement reasonable security procedures.

In November 2020, California voters passed Proposition 24, known as the California Privacy Rights
Act or CPRA. The CPRA, which will amend existing CCPA requirements, and goes into effect in most
meaningful respects on January 1, 2023 with a one-year lookback period, includes limitations on the sharing
of personal information for cross context behavioral advertising and the use of “sensitive” personal
information; the creation of a new correction right; and the establishment of a new agency to enforce
California privacy law.

The enactment of the CCPA is prompting similar legislative developments in other states in the United
States, creating the potential for a patchwork of overlapping but different state laws. These developments
could mark the beginning of a trend toward more stringent privacy legislation in the United States, which
could increase our potential liability and adversely affect our business, results of operations, and financial
condition. For example, in March 2021, Virginia enacted the Virginia Consumer Data Protection Act, and in
June 2021, Colorado passed the Colorado Privacy Act, comprehensive privacy statutes that share similarities
with the CCPA and CPRA and are set to become effective on January 1, 2023 and July 1, 2023, respectively.
Many other states are currently reviewing or proposing the need for greater regulation of the collection,
sharing, use and other processing of consumer data for marketing purposes or otherwise, and there remains
increased interest at the federal level as well, including two federal privacy regulations introduced in
Congress in late 2020.

In Canada, the Personal Information Protection and Electronic Documents Act, or PIPEDA, requires an
organization to obtain a consumer’s consent to collect, use or disclose personal information. Under this act,
consumer personal information may be used only for the purposes for which it was collected. We allow our
customers to voluntarily “opt-out” from receiving either one or both promotional and marketing mail or
promotional and marketing electronic mail. Heightened consumer awareness of, and concern about, privacy
may result in customers “opting-out” at higher rates than they have historically. This would mean that a
reduced number of customers would receive bonus and promotional offers and therefore those customers
may collect fewer AIR MILES reward miles. The Government of Canada has tabled the Digital Charter
implementation Act to modernize PIPEDA.

Canada’s Anti-Spam Legislation, or CASL, may restrict our ability to send “commercial electronic
messages,” defined to include text, sound, voice and image messages to email, or similar accounts, where
the primary purpose is advertising or promoting a commercial product or service to our customers and
prospective customers. CASL requires, in part, that a sender have consent to send a commercial electronic
message, and provide the customers with an opportunity to opt out from receiving future commercial
electronic email messages from the sender.

On May 25, 2018, the General Data Protection Regulation, or GDPR, a European Union-wide legal
framework to govern data collection, use and sharing and related consumer privacy rights came into force.
The GDPR replaced the European Union Directive 95/46/EC and applies to and binds the EU Member
States and the European Economic Area countries, which includes a total of 30 countries. The GDPR details
greater compliance obligations on organizations, including the implementation of a number of processes and
policies around data collection and use. These, and other terms of the GDPR, could limit our ability to
provide services and information to our customers. In addition, the GDPR includes significant penalties for
non-compliance.

In general, the GDPR, and other European Union and Member State specific privacy and data
governance laws, could also lead to adaptation of our technologies or practices to satisfy local privacy
requirements and standards that may be more stringent than in the U.S. Similarly, it is possible that in the
future, U.S. and foreign jurisdictions may adopt legislation or regulations that impair our ability to
effectively track consumers’ use of our advertising services, such as the FTC’s proposed “Do-Not-Track”
standard or other legislation or regulations similar to EU Directive 2009/136/EC, commonly referred to as
the “Cookie Directive,” which directs EU Member States to ensure that accessing personal information on
an internet
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user’s computer, such as through a cookie, is allowed only if the internet user has given his or her consent.
Changes in technology from technology manufacturers and web browser providers, like Apple and Google,
may also impact our tracking abilities and advertising services.

In July 2020, the Court of Justice of the European Union, or CJEU, ruled the EU-US Privacy Shield
Framework, one of the primary safeguards that allowed U.S. companies to import personal data from the EU
to the U.S., was invalid. The CJEU’s decision also raised questions about whether the most commonly used
mechanism for cross-border transfers of personal data out of the European Economic Area, namely, the
European Commission’s Standard Contractual Clauses, can lawfully be used for personal data transfers from
the EU to the U.S. or other third countries the European Commission has determined do not provide
adequate data protections under their laws. On June 4, 2021, the European Commission adopted new
Standard Contractual Clauses, which impose on companies additional obligations relating to data transfers,
including the obligation to conduct a transfer impact assessment and, depending on a party’s role in the
transfer, to implement additional security measures and to update internal privacy practices. If we elect to
rely on the new Standard Contractual Clauses for data transfers, we may be required to incur significant
time and resources to update our contractual arrangements and to comply with new obligations. If we are
unable to implement a valid mechanism for personal data transfers from the EU, we will face increased
exposure to regulatory actions, substantial fines and injunctions against processing personal data from the
EU. Additionally, other countries outside of the EU have enacted or are considering enacting similar cross-
border data transfer restrictions and laws requiring local data residency, which could increase the cost and
complexity of delivering our services and operating our business. The type of challenges we face in the EU
will likely also arise in other jurisdictions that adopt regulatory frameworks of equivalent complexity.

On January 31, 2020, the United Kingdom left the European Union and entered into a Brexit transition
period. Following December 31, 2020, and the expiry of transitional arrangements between the UK and EU,
the data protection obligations provided in the GDPR continue to apply to UK-related processing of
personal data in substantially unvaried form under the so-called ‘UK GDPR’ (i.e., the GDPR as it continues
to form part of UK law by virtue of section 3 of the EU (Withdrawal) Act 2018, as amended). However,
going forward, there is increasing risk for divergence in application, interpretation and enforcement of the
data protection laws as between the UK and EU.

In addition to the jurisdictions noted above, there is also rapid development of new privacy laws and
regulations elsewhere around the globe, including amendments of existing data protection laws, to the scope
of such laws and penalties for noncompliance. Failure to comply with these international data protection
laws and regulations could have a negative impact on our reputation and subject us to significant penalties.

While all 50 U.S. states and the District of Columbia have enacted data breach notification laws, there
is currently no such U.S. federal law generally applicable to our businesses. Data breach notification
legislation and regulations relating to mandatory reporting came into force in Canada on November 1, 2018.
Data breach notification laws have been proposed widely and exist in other specific countries and
jurisdictions in which we conduct business. Legislative and regulatory measures, such as mandatory breach
notification provisions, impose, among other elements, strict requirements on reporting time frames and
providing notice to individuals.

We also have systems and processes to comply with the USA PATRIOT ACT of 2001, which is
designed to deter and punish terrorist acts in the United States and around the world, to enhance law
enforcement investigatory tools, and for other purposes.

Ontario’s Protecting Rewards Points Act (Consumer Protection Amendment), 2016, and additional
related regulations, prohibit suppliers from entering into or amending consumer agreements to provide for
the expiry of rewards points due to the passage of time alone, while permitting the expiry of rewards points
if the underlying consumer agreement is terminated and that agreement provides that reward points expire
upon termination. Similar legislation pertaining to the expiry of rewards points due to the passage of time
alone is also in effect in Quebec as well as limitations on changes to the valuation of rewards points.

Human capital
Our people form the core of our business and we want our people to enjoy the journey. Our ability to

build value for our sponsors, collectors and our clients and their consumers as well as our stockholders
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depends on the performance of our more than 1,400 employees in 21 countries around the world as of
December 31, 2020. To facilitate talent attraction and retention, we strive to make Loyalty Ventures a
diverse, equitable and inclusive environment, with a strong culture and opportunities for our employees to
grow and develop in their careers while being supported by competitive compensation and benefit
programs.

Culture

Loyalty Ventures benefits from the blend of the vibrant cultures of BrandLoyalty and the AIR MILES
Reward Program. BrandLoyalty’s culture is defined by its values, creating an invisible cord that binds a
multinational business. BrandLoyalty’s value pillars of connected, original, responsible and dynamic create
next generation happiness for our clients and their consumers across the globe. BrandLoyalty believes that
by being consumer-driven, we can best help our clients, that by growing our business, we can attract and
retain the best employees, that by developing our talent, we can create better solutions, that by improving
daily life, we can be meaningful to our consumers, and that by giving our best, opening minds, touching
hearts, appealing to individuals separate from the masses and having fun, we can make people happy.
BrandLoyalty loves happy people. The AIR MILES Reward Program enables sponsors, collectors and
employees alike to create lasting social and environmental change in Canadian communities through its
impact strategy, consisting of four pillars that include environment; giving back; diversity, equity and
inclusion; and social impact. We invest time and energy to ensure these pillars are engrained in the business
goals of our organization. In addition, Loyalty Ventures’ code of conduct remains central to our expectation
that employees embody our values and, as such, every new hire and annually every employee is required to
certify to their understanding of, and adherence to, the code of conduct.

Diversity, equity & inclusion

We believe that diversity, equity and inclusion is important to our continued success and our ability to
serve our sponsors, collectors, clients and their consumers. The AIR MILES Reward Program set out on
building an explicit and focused approach to diversity, equity and inclusion by first reviewing its processes,
team structures and operating practices. The AIR MILES Reward Program worked across the business to
identify where inclusion and accessibility might drive value and innovation, and how to embed it into
workplace culture. Understanding inclusion is a journey, not a destination, in 2021 the AIR MILES Reward
Program engaged a third-party consultant to assist its cross-functional leadership team to further its strategy
development and action plans for diversity, equity and inclusion while more than half of the AIR MILES
Reward Program employees have engaged in foundational e-learning coursework in this area. At
BrandLoyalty, where the diversity, equity and inclusion journey is just beginning, more than 80% of
BrandLoyalty employees recently engaged in a survey to provide insights into perceptions regarding
diversity, equity and inclusion at BrandLoyalty and what the business can do to improve in this area for all
stakeholders. These results will form the basis for initiatives to be designed and implemented across
BrandLoyalty by its diversity, equity and inclusion workgroup.

Talent development and retention

We are committed to identifying and developing the talents of our people, as well as retaining these
talented employees as a key component of operating a successful business with a vibrant culture. For
example, as a unique business, BrandLoyalty invests in internal training specific to its operations. Through
its programs, BrandLoyalty University develops and educates its employees with courses incorporating
business and market knowledge, as well as other professional and personal development opportunities. In
addition to career-oriented training and development, across Loyalty Ventures, we require annual employee
training to ensure ongoing adherence to responsible business practices and ethical conduct.

Compensation

We believe the structure of our compensation and benefit programs provides the appropriate incentives
to attract retain and motivate our employees. We provide pay that, together with benefits, is competitive and
aligns across employee positions, skill levels, experience and geographic location.
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Human capital metrics*

Category Metric Year-End 2020
Employees Employees by Geography Americas 942
(actual) Asia Pacific 105
EMEA 431
# of Nationalities Represented ~45
Development 2020 Annual Survey Opportunity to develop 85%
Diversity, Equity & Inclusion 2020 Annual Survey DE&I Environment** 87%
Gender Representation % Female 58%
% Female leadership 44%
Retention Voluntary Attrition % Global 10%
Employee Acquisition % Global 15%
Tenure Leadership 8 years
All Employees 7 years
Compensation Compensation and benefits 2020 Expense (millions) $141.8

*  Includes only the AIR MILES Reward Program and BrandLoyalty

** Includes response to the following two statements: (1) my employer is committed to a diverse,

equitable and inclusive environment; and (2) I have an opportunity to get to know people with different
racial and ethnic backgrounds.

Properties

As of June 30, 2021, we lease approximately 27 general office properties worldwide, comprised of
approximately 1.1 million square feet. We are currently in the process of identifying office space for our
corporate headquarters in the United States. These facilities are used to carry out our operational, sales and
administrative functions. Our principal facilities are as follows:

Approximate Lease
Location Segment Square Footage Expiration Date
Dallas, Texas Corporate
Toronto, Ontario, Canada AIR MILES Reward Program 205,525(1) March 31, 2033
Mississauga, Ontario, Canada AIR MILES Reward Program 13,699 February 28, 2025
Den Bosch, Netherlands BrandLoyalty 132,482 December 31, 2033
Maasbree, Netherlands BrandLoyalty 668,923 September 1, 2033

(1) Includes square footage of subleased portion

We believe that our existing facilities and offices are appropriate to meet our current requirements. If
we require additional space, we believe that we will be able t