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Forward Looking Statements
Certain statements in this presentation may contain forward-looking statements. These forward- 
looking statements are identified by the use of terms and phrases such as "anticipate", "believe", 
"could", "estimate", "expect",  "intend", "may", "plan", "predict", "project", "will", "would", and similar 
terms and phrases, including references to assumptions.  Such statements may involve but are not 
limited to comments with respect to strategies, expectations, planned operations or future actions.

Forward-looking statements, by their nature, are based on assumptions and are subject to important 
risks and uncertainties.  Any forecasts or forward-looking predictions or statements cannot be relied 
upon due to, amongst other things, changing external events and general uncertainties of the 
business and its corporate structure.  Results indicated in forward-looking statements may differ 
materially from actual results for a number of reasons, including without limitation, dependency on top 
Accumulation Partners, Air Canada or travel industry disruptions, reduction in activity, usage and 
accumulation of Aeroplan Miles, retail market or economic downturn, greater than expected 
redemptions for rewards, industry competition, supply and capacity costs, unfunded Future 
Redemption Costs, changes to the Aeroplan and Nectar Programs, seasonal nature of the business, 
regulatory matters, VAT appeal and value and liquidity of the common shares, as well as the other 
factors identified throughout the MD&A.  The forward-looking statements contained in this discussion 
represent Groupe Aeroplan’s expectations as of August 13, 2008, and are subject to change after 
such date. However, Groupe Aeroplan disclaims any intention or obligation to update or revise any 
forward-looking statements whether as a result of new information, future events or otherwise, except 
as required under applicable securities regulations.

For further information, please contact Investor Relations at 416 352 3765 or ir@aeroplan.com.
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Q2 2008 RESULTS

• New presentation adopted reflects new status as a corporation

• Conversion to a corporation has been accounted for as a 
continuity of interests 

• Groupe Aeroplan continues to operate the business of the Fund 
and no change in ownership has occurred

• Comparative results are those of the Fund

• Air Canada is no longer a Related Party but continues to be a 
significant accumulation partner and supplier of redemption 
rewards

Presenter
Presentation Notes
Good afternoon,
This is our first quarter reporting as a corporation. 
As you are aware, we completed the conversion on June 25th by way of a Plan of Arrangement which resulted in unitholders receiving Groupe Aeroplan common shares in exchange for Fund units on a one-for-one basis. The exchange is not subject to income taxes.  Furthermore, proposed legislation was recently published, which indicates that there will not be a need for unitholders to file rollover election forms.  We issued a press release, which was posted on our web site on July 17, summarizing the effects of the proposed changes. We would encourage shareholders to consult their tax advisors in this regard.
The conversion has been accounted for as a continuity of interests, which means that there are no significant changes to the Financial Statements, since Groupe Aeroplan continues to operate the business of the Fund and there have been no ownership changes.  
The comparative figures presented are those of the Fund. 
You will also note that we are no longer providing Related Party disclosure with respect to Air Canada, given that as a result of the disposition by ACE of their remaining investment, we are no longer related to Air Canada. We do however provide disclosure consistent with the fact that they continue to be both a significant Accumulation partner and supplier of redemption rewards. 
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NEW PERFORMANCE METRICS

• Adjusted Net Earnings = Net Earnings (GAAP)

+ 1) Amortization of accumulation 
partners’ contracts & technology

+ 2) (Change in Deferred Revenue - Change 
in Future Redemption Costs)

- 3) Income tax effect* on 2) above 

• Free Cash Flow = Cash flows from operating activities (GAAP)

- 1) Capital expenditures
- 2) Dividends

* Calculated at the effective income tax rate as reflected in the statement of operations

Presenter
Presentation Notes
Given that we are no longer an Income Fund, we  have adapted our performance metrics accordingly, and will no longer be reporting Distributable Cash. 
We will continue reporting Adjusted EBITDA, and have added Adjusted Net Earnings and Free Cash Flow, which we consider to be appropriate indicators of our financial performance.
We define Adjusted Net Earnings as:
Net earnings in accordance with GAAP, adjusted for Amortization of Accumulation Partners’ contracts and technology; Change in deferred revenue, Change in Future Redemption Costs and the income tax effect thereon, calculated at the effective income tax rate as reflected in the statement of operations. 
This measurement of profitability is more in line with Adjusted EBITDA and takes into account the fact that as a corporation we will be liable for income taxes.
We have adopted the CICA’s recommended definition for Free Cash Flow, being:
cash flows from operating activities, as reported in accordance with GAAP, less adjustments for: 
total capital expenditures as reported in accordance with GAAP; and
dividends, when stipulated, unless deducted in arriving at cash flows from operating activities.

This metric provides a consistent and comparable measurement of cash generated from operations across entities and we consider it to be a reliable indicator of financial strength and sustainable performance.  
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Financial Overview Quarter

Three months ended June 30

(in millions, except where indicated) 2008 2007 (1) Change

Gross Billings 357.9$    238.9$    119.0$    50%

Total Revenue 336.7     220.3      116.4     53%

Operating Income(2) 69.5       47.2        22.3       47%

Net earnings 31.5       49.5        (18.0)      -36%

Adjusted EBITDA(2) (3) 77.3       65.2        12.1       19%

Adjusted Net Earnings(3) 60.8       64.6        (3.8)        -6%

Free cash flow (3) 43.6       26.2        17.4       66%

(2) 2008 figures exclude the effect of amortization of accumulation partners' contracts and
technology of $22.7M.
(3)  Non-GAAP measure.

(1) 2007 results presented for comparative purposes are those of the Partnership.

Presenter
Presentation Notes
Turning now briefly to our quarterly consolidated results,
Gross Billings for the quarter came in at $357.9 Million, $119.0 Million higher than last year’s second quarter, representing a 50% increase.
While LMG accounted for $99.1 Million of this increase, the number of Aeroplan Miles issued under the Aeroplan Program during the quarter increased by 8.7% over Q2 of 2007. 
We generated Adjusted EBITDA of $77.3 Million for the quarter, which represents an Adjusted EBITDA margin of 22% as a percentage of Gross Billings for the quarter, representing growth of 19% over Q2 2007.  Adjusted Net Earnings were $60.8 Million, compared to $64.6 Million for Q2 of 2007, representing 16.9% of the quarter’s Gross Billings. The reduction is mostly explained by increased net interest costs incurred as a result of the acquisition.     
We generated Free Cash Flow of $43.6 Million, compared to $26.2 Million for Q2 of 2007, representing an increase of 66%, mainly related to an increase of $21 Million in cash flows generated from operating activities, partially offset by increased capital expenditures of $3.6 Million reflecting the impact of the LMG acquisition. 
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Financial Overview – Year to date
YTD June 30

(in millions, except where indicated) 2008 2007 (1) Change

Gross Billings 700.5$    466.9$    233.6$    50%

Total Revenue 692.9     465.6      227.3     49%

Operating Income(2) 133.3     95.3        38.0       40%

Net earnings 73.6       99.6        (26.0)      -26%

Adjusted EBITDA(2) (3) 155.9     124.3      31.6       25%

Adjusted Net Earnings(3) 132.1     123.0      9.1         7%

Free cash flow (3) 19.2       50.0        (30.8)      -62%

(2) 2008 figures exclude the effect of amortization of accumulation partners' contracts and
technology of $22.7M.
(3)  Non-GAAP measure.

(1) 2007 results presented for comparative purposes are those of the Partnership.

Presenter
Presentation Notes
Gross Billings for the six months ended June 30, 2008 rose to $700.5 Million compared to $466.9 Million for the six months ended June 30, 2007, representing an increase of $233.6 Million or 50.0%.  While the majority of this increase is attributable to the inclusion of LMG in the consolidated results, Gross Billings under the Aeroplan Program during the year to date increased by 7.3% over the comparable period of the prior year, driven by growth in consumer spending through credit and charge cards issued by Aeroplan’s Accumulation Partners, and strength in the travel segment. 
If we exclude the effect of Gross Billings to Bell in the first half of 2007, growth for the six month period would have reached  8.7%.
We have generated $155.9 Million of Adjusted EBITDA and $132.1 Million of Adjusted Net Earnings, reflecting growth of 25% and by 7%, respectively when compared to last year at this time, and representing 22.2% and 18.8% of Gross Billings, respectively.
Free Cash Flow, which as mentioned earlier is calculated after dividends, reached $19.2 Million for the first six months, compared to $50.0 Million for the same period of 2007, representing a decrease of 62%.
The decrease is mostly explained by reduced cash flows from operating activities of $28 Million, reflecting payments of accounts payable incurred at December 31, 2007, following the seasonal redemption activity associated with the LMG operations, which did not exist in 2007; additional capital expenditures of $10 Million; and lower distributions  of $5 Million, explained by the fact that Q2 of 2007 included the payment of  subordinated distributions paid to ACE in respect of prior periods.
We expect to generate Free Cash Flow before dividends for the year in excess of $200 Million.
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Gross Billings by Major Accumulation Partner

Q2 2008
$357.9 million Gross Billings

Partner 
A

37%
Partner 

B
10%

Others
18%

Partner 
C

17% Air 
Canada 

18%

Q2 2007*
$238.9 million Gross Billings

Partner 
A

51%

Others
11%

Partner 
B

12%

Air 
Canada 

26%

* 2007 results presented for comparative purposes are those of the Fund

Presenter
Presentation Notes
As you can see from this slide, the 2008 chart has been adjusted to include the contribution of LMG with the addition of a major accumulation partner, which is Sainsbury’s, categorized as Partner C.
Gross Billings to Amex reflect the combined Gross Billings under the Aeroplan and Nectar programs. Gross Billings to Air Canada include those generated by Jazz, but exclude Gross Billings to Star Alliance partners, which are classified under “others”.
The new proportions, as a function of total Gross Billings, reflect both an increase in the underlying base and reduced dependence on any one partner.   
The quarter saw strong performance by all four of our major accumulation partners.
These four partners, as a group, accounted for 82% of total Gross Billings in the current quarter, compared to 81% in the first quarter of this year, reflecting strong relative growth shown by CIBC in the quarter.
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Segmented Information Quarter

Three months ended June 30, 2008

(in millions, except where indicated) Canada
Europe and 
Middle East

Consolidated

Gross Billings 258.8$       99.1$               357.9$            

Revenue
     Mileage 226.4         91.1                 317.5              
     Other 13.9          5.3                   19.2               

240.3         96.4                 336.7              
Cost of rewards 139.2         53.4                 192.6              
Gross margin 101.1         43.0                 144.1              

SG&A 45.3          24.4                 69.7               
Depreciation and amortization 21.2          6.5                   27.7               
Adjusted EBITDA 65.2          12.1                 77.3               
Net Earnings 16.1          15.4                 31.5               

Presenter
Presentation Notes
The disclosure in this slide illustrates the financial performance by reporting segment.
We view our operating segments as Canada, representing the Aeroplan program, and Europe and the Middle East, representing the Nectar program, the Insight & Communications business unit and the Air Miles and other programs operated by RMMEL in the Middle East, which we characterize throughout our remarks as LMG, and are providing information by major operating category, allowing an assessment of the contribution of each business segment to the consolidated results.
We have disclosed separately for your information, Other Revenue, generated from non-mileage-related activities. As a reminder, in the calculation of Adjusted EBITDA and Adjusted Net Earnings, Other Revenue is incremental to both, as it is not part of Change in Deferred Revenue.
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Gross Billings – Canadian segment

Gross Billings
(millions $)

258.8
238.9

Q2 2008 Q2 2007

Miles Issued
(billions)

19.6
21.3

Q2 2008 Q2 2007

Avg. Selling Price
(cents)

1.221.22

Q2 2008 Q2 2007

Presenter
Presentation Notes
Moving now to the Aeroplan program, 21.3 billion Miles were issued by Aeroplan this quarter, compared to 19.6 billion in Q2 of 2007, representing an increase of 8.6%. The Average Selling price was effectively constant to the one realized in the second quarter of 2007.
For comparative purposes, if we remove the effect of Gross Billings to Bell Canada in Q2 of 2007, growth in Gross Billings would have been at 8.8%.
Gross Billings continue to be impacted  by the reduction in the GST rate of 1% since the beginning of  this year and for subsequent quarters, as consumers will pay less for the same goods and services, which affects financial card billings directly as well as some aspects of retail and travel accumulation. 
At this time, we believe that we will be able to achieve growth in Gross Billings of approximately 9%, however we may end 2008 slightly below this level between 8% and 9%, if general economic conditions affecting the airline, consumer spending and travel industries deteriorate further than currently expected.  
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Revenue – Canadian segment

Total Miles Redeemed
(billions)

15.6
14.4

2.0
1.1

Q2 2008 Q2 2007

Aeroplan Air Canada

16.7

16.4

8.3%

Three months ended June 30

(in millions, except where indicated) 2008 2007 (1) Change

Miles Revenue 188.2$    172.7$    15.5$    9%

Breakage Revenue 38.2       34.4       3.8       11%

226.4     207.1      19.3      9%

Other 13.9       13.2       0.7       5%

Total Revenue 240.3     220.3      20.0      9%

(1) 2007 results presented for comparative purposes are those of the Partnership.

Presenter
Presentation Notes
Redemption activity was consistent with our expectations for the quarter, reflective of the seasonality pattern – with Q1 and Q2 being historically the higher redemption quarters – and consistent with historical trends. In addition, our burn/earn ratio on Aeroplan Miles remained constant at 73% quarter-over-quarter, triggering strong revenue recognition on a GAAP basis.
Breakage revenue rose to $38.2  Million in the quarter, up from $34.4 Million, reflecting the increased levels of Gross Billings under the Aeroplan Program over the past 30 months. 
Other income remained relatively constant at $13.9 Million, which for the Canadian business mostly comprises fees charged to members for various services.
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Gross Margin – Canadian segment

Three months ended June 30

(in millions, except where indicated) 2008 2007 (1) Change

Total Revenue 240.3$      220.3$   20.0$     9%

Cost of Rewards 139.2        128.5     10.7       8%

Gross Margin 101.1        91.8      9.3         10%

Gross Margin % 42.1% 41.7% 0.4%

(1) 2007 results presented for comparative purposes are those of the Partnership.

Presenter
Presentation Notes
Cost of rewards for the quarter amounted to $139.2 Million, an increase of 8% over Q2 2007 due to increased redemption activity under the Aeroplan Program. The Average Cost of Rewards per Mile, under the Aeroplan Program was 0.89¢, identical to that of Q2 2007. This lower cost compared to Q1 was driven mostly by increased redemptions of Classic, as Air Canada made available additional inventory, increased activity related to Star Alliance Rewards and the continued expansion of non-air rewards, and is not necessarily indicative of expectations for the rest of the year, given that factors such as our ability to access additional Classic inventory from Air Canada and incremental Star Alliance availability, are not within our control .  We expect that for fiscal 2008, cost of rewards will average in the low 90s.
We reiterate that we would not expect the Average Cost of Rewards per Mile to exceed  0.95¢, at least until 2011, given that the negotiated rates under the CPSA are in effect until then, although the Average Cost of Rewards per Mile could be marginally affected by currency fluctuations with the US $.
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Operating Expenses – Canadian segment

Three months ended June 30

(in millions, except where indicated) 2008 2007 (1) Change

SG&A 45.3$     41.7$    3.6$    9%

Depreciation & Amortization (2) 3.1         2.8        0.3      11%

Operating Expenses (2) 48.4       44.5      3.9      9%

(2) 2008 figures exclude the effect of amortization of accumulation partners' contracts and
technology of $18.1M.

(1) 2007 results presented for comparative purposes are those of the Partnership.

Presenter
Presentation Notes
In Q2 2008, S G & A expenses increased by 9% or $3.6 Million in comparison to Q2 2007. The increase is almost entirely attributable to non-recurring third party professional service fees of $2.5 million, related to the conversion to a corporate structure, which in accordance with Canadian accounting standards have been expensed during the period.  This is consistent with our previous guidance that growth in SG&A expenses will approximate gross billings growth this year, and decline during 2009 to a level that will demonstrate genuine operating leverage.
Total non-recurring conversion costs for the six month period to June 30 were $3.6 Million.
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Segmented information – Europe and Middle East

(in millions, except where indicated) Q1 2008 Q2 2008
YTD June 
30, 2008

Gross Billings 100.3$   99.1$     199.4$      

Revenue
     Mileage 85.6 91.1       176.7       
     Other 3.7 5.3         9.0           

89.3 96.4       185.7       
Cost of rewards 59.6 53.4       113.0       
Gross margin 29.7 43.0       72.7         

SG&A 23.2 24.4       47.6         
Depreciation and amortization 6.2 6.5         12.7         
Adjusted EBITDA 8.4 12.1       22.0         
Net Earnings 6.4 15.4       21.8         

Europe and Middle East

Presenter
Presentation Notes
LMG’s performance for the quarter continues to track to our expectations and is on its way to meeting the guidance previously given.
Despite the loss of Debenham’s, the impact of which is fully reflected in this quarter’s results, Gross Billings have remained relatively constant as member activity at Sainsbury’s and other partners continues to grow and the Nectar program experiences increased  transaction volume.
Mileage revenue in the second quarter benefited from a positive fair value adjustment related to the LMG acquisition which is being recognized over the remaining part of the year. Breakage for the quarter is similarly affected by a non-recurring fair value adjustment also related to the LMG acquisition recognized during the quarter, which has the effect of reducing revenue recognized from breakage during the period . It is important to note that this is not an adjustment to LMG’s breakage rate, which remains unchanged. 
The net effect of these adjustment on GAAP revenue recognition is approximately $5 Million. These adjustments have no impact on Adjusted EBITDA or Adjusted Net Earnings.
Cost of rewards in the second quarter reflect the absorption of positive variances relative to “standard costs” to reflect the actual cost of rewards experienced during the quarter.  Margins are expected to vary significantly between periods as they are affected by changes in redemption mix, which is not completely within our control. Annual gross margin, in percentage terms, for fiscal 2008 is expected to be in the mid- to-low thirties.
Embedded in the SG&A line are costs related to the I&C business. I&C is still in the beginning stages of its life-cycle and, as a result,  requires significant operating expenditure while not yet benefiting from mature revenue flows. 
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Capital Structure

(in millions, except where indicated)
June 30, 

2008
December 31, 

2007

Cash and cash equivalent 87.2$               456.0$              

Short-term investments 457.9               123.4               

Total cash and short-term investments 545.1               579.4               

Long-term debt 714.8               734.7               

Shareholders' equity 3,041.4             3,051.1             

As at

Presenter
Presentation Notes
Our liquidity position at the end of Q2 was strong with total Cash and Short-term investments of $545.1, reflecting an increase of approximately $12 Million in the quarter.
We have reduced outstanding indebtedness under the Revolver by a further $10 Million during the quarter, and expect to eliminate any outstandings entirely in the near term.
We are currently engaged in discussions with rating agencies and may confirm our ratings in the near term. Our plan is to replace the Bridge loan, as soon as debt capital market conditions become attractive to us.
As a result of the conversion to a corporation, the risks related to the Fund structure such as foreign ownership limitations and Specified Investment Flow Through Entity rules have been eliminated, allowing us more flexibility and better access to capital markets.
Concurrent with the conversion and approved with the Arrangement, we reduced the capital maintained in respect of common shares by an amount of $1.5 Billion. This reduction, which has been applied to the accumulated deficit, was effected in order to ensure that solvency and corporate tests in connection with the future payment of dividends are met. 
Our new dividend policy is to pay $0.125 per common share per quarter, with the first dividend to be declared in respect of the quarter ending September 30, 2008,  payable on November 17th, 2008. 
Dividends are recorded when declared.
The dividend policy is subject to the discretion of the board of directors and may vary depending on, among other things, net earnings, financial requirements, debt covenants, the satisfaction of solvency tests imposed by the CBCA for the declaration of dividends and other conditions existing at such future time. 
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Interest, foreign exchange and income taxes

(in millions, except where indicated) Q1 2008 Q2 2008
YTD June 30, 

2008

Interest expense (6.3)         (7.7)           (14.0)              

Foreign exchange

   Currency SWAP (13.7)       (1.9)           (15.6)              

   Intercompany debt & other 18.1        (2.6)           15.3               

4.3          (4.5)           (0.2)                

Income taxes recovery (expense) 3.0          (3.1)           (0.1)                

Interest, foreign exchange and income taxes

Presenter
Presentation Notes
We benefited from slightly reduced effective interest rates, which combined with lower average outstanding debt for the quarter resulted in a lower interest expense for the period. 
The foreign exchange line reflects the offsetting impact of fair value fluctuations in the Currency SWAP and the effect of currency rate fluctuations affecting the translation of intercompany debt set up concurrently with the acquisition and designed to provide an economic hedge to the £ sterling free cash flow generated in the UK.
We have not allocated the foreign exchange impact to the LMG segment and have kept it at the consolidated level since it reflects a corporate “economic hedging strategy”, rather than an operational decision and we believe alternative treatment would create confusion when evaluating the performance of LMG.
As you can see, the foreign exchange amount for the six months ended June 30th , is not material at approximately $200 thousand.
Income taxes reflect the consolidated group position with the current portion being attributable to the international tax structure. 
Since Aeroplan is only taxable commencing June 19th , and income taxes for the rest of the month of June are not material, no current income tax impact has been included in the Q2 financial results.    
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Presenter
Presentation Notes
This concludes the Q2 financial review. 
Operator, you may now open the lines for questions.
Thank you.
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