Points International Delivers Record First Quarter Revenues and
Profitability
First Quarter 2008 Financial Highlights:
•

Record First Quarter Revenue of $16.2 Million, up 260% Year-Over-Year

•

Record EBITDA1 of $584,000, up from $0.3 million in Q107

•

First Time GAAP Profitability with EPS of $0.01

•

Record First Quarter Transaction Volume of 3.2 Billion Points/Miles

Company Reiterates 2008 Business Outlook:
•

Reaffirms 2008 Revenue Guidance of $65 - $75 Million

•

Expect Meaningful and Material Growth in Positive EBITDA Year-Over-Year

TORONTO, May 7, 2008 – Points International Ltd., (“Points”) - (OTCBB: PTSEF, TSX: PTS) the world’s leading loyalty reward solutions provider and owner of the Points.com portal - today
announced results for the first quarter ended March 31, 2008. Beginning with the first quarter of
2008 Points is reporting financial results in U.S. Dollars.
“Record revenue, profitability and business metrics kicked off a strong 2008 for Points,” said
CEO Rob MacLean. “During the first quarter alone we saw more than 3.2 billion miles
transacted across our platform, representing more than $60 million in aggregate transaction
value - a new record for our company. This quarter we continued to experience the positive
financial impact of the material shift to principal-based partnership agreements and announced
new principal-based deals with Amtrak and JetBlue. We continue to further integrate Points
within the revenue stream of our partners’ loyalty programs by expanding the number of
innovative products and services we offer them while simultaneously driving robust traffic to the
consumer side of our business at www.points.com.”
“During the quarter we continued to see encouraging response levels from consumers and the
industry towards our Global Points Exchange (GPX) platform. We plan to continue to add
partners and features to GPX as we move through 2008 and believe that GPX is on track to
begin to contribute to our growth in the second half of the year. Looking ahead we plan to
continue to close principal-based deals with new partners and will continue to diversify our
revenue mix by adding partners in a number of industry sectors. We see substantial
opportunities to expand the penetration of our programs within our partner base and increase
monetization of the billions of miles that flow across our platform each quarter,” concluded Mr.
MacLean.

1

EBITDA [Earnings (loss) before interest, amortization and foreign exchange] is considered by management to be a useful
supplemental measure of performance. However, EBITDA is not a recognized earnings measure under generally accepted
accounting principles (GAAP).

First Quarter 2008 Results
Total revenue was a record $16.2 million for the first quarter of 2008, an increase of 260% over
the $4.5 million reported in the first quarter of 2007, and up 12% from $14.5 million in the fourth
quarter of 2007. For the first quarter of 2008, principal revenue totaled $13.0 million, an increase
of 665% over $1.7 million in the same period last year, and up 13% from $11.5 million in the
fourth quarter of 2007. Commission revenue was $2.9 million, an increase of 6% over $2.7
million reported in the same period of last year and up 5% from $2.7 million in the fourth quarter
of 2007. Interest revenue was $277,000, an increase of 655% over $37,000 reported in the
same period last year and up 6% from $261,000 in the fourth quarter of 2007.
Points reported net income for the first quarter of 2008 of $801,760, or $0.01 per share,
compared to a net loss of $703,852, or ($0.01) per share in the previous year period, and a net
loss of $953,892 million or ($0.01) per share, in the fourth quarter of 2007.
During the first quarter of 2008, Points reported positive EBITDA of $584,000 compared to
positive EBITDA of $250,000 in the same period of 2007 and positive EBITDA of $208,000 in
the fourth quarter of 2007.

First Quarter 2008 Business Metrics
Total All Channels:
- Total points/miles transacted during the first quarter increased 15% versus last year to 3.2
billion, bringing the total cumulative points/miles transacted to 37.3 billion
- The total number of transactions increased 28% versus last year to approximately 356,000
Private Branded Channels:
- Total points/miles transacted on products distributed through Points’ partner channels rose
17% to 2.8 billion bringing the cumulative total to 32.8 billion
Points.com Channel:
- Cumulative points/miles transacted during the first quarter of 2008 reached approximately
4.4 billion on Points.com, a 51% increase versus 2007
- Cumulative registered users on Points.com increased 18% year-over-year to 1.9 million

Business Outlook
“We are reaffirming our full year 2008 guidance that calls for Points to more than double
revenues to a record range of $65 million to $75 million and to report meaningful EBITDA
growth over 2007 levels,” said Anthony Lam, Chief Financial Officer. “We believe that our
airline partners will put an even greater focus on satisfaction of their frequent flier program
members’ given the very challenging macro environment. This will provide Points multiple
opportunities to expand our revenue-generating activities for our partners. We intend to
continue to sign new partners across the loyalty industry and continue to execute against our
growth plans resulting in record growth and results for our company.”

Investor Conference Call
Points’ quarterly conference call with Stephen K. Bannon, Chairman, Rob MacLean, Points
CEO, Christopher Barnard, Points President and Anthony Lam, Points CFO, will be held today
at 5:00 p.m. Eastern Time. To participate in the conference call, investors from the U.S. and
Canada should dial (800) 866-5403 ten minutes prior to the scheduled start time. International
callers should dial (303) 262-2130. Points will also offer a live and archived webcast of the
conference call, accessible from the "Investor Relations" section of the company’s Web site at
http://phx.corporate-ir.net/phoenix.zhtml?c=132211&p=irol-irhome.
About Points International Ltd.
Points International Ltd. is owner and operator of Points.com, the world’s leading rewardprogram management portal. At Points.com consumers can Swap, Earn, Buy, Gift, Share and
Redeem miles and points from more than 25 of the world’s leading reward programs.
Participating programs include American Airlines AAdvantage® program, American Express®
Membership Rewards®, Aeroplan®, AsiaMiles™, British Airways Executive Club, Northwest
WorldPerks®, Wyndham Hotel Group’s TripRewards®, Delta SkyMiles®, and InterContinental
Hotels Group’s Priority Club® Rewards. Redemption partners include Amazon.com® and
Starbucks.
Consumer Website: www.points.com
Corporate Website: www.pointsinternational.com
Caution Regarding Forward-Looking Statements
This press release contains or incorporates forward-looking statements within the meaning of
the United States Private Securities Litigation Reform Act of 1995, as amended, and forwardlooking information within the meaning of Canadian securities legislation (collectively "forwardlooking statements"). All statements, other than statements of historical fact are forward-looking
statements. These forward-looking statements include statements relating to our guidance for
2008 with respect to revenue and EBITDA, statements relating to our objectives, strategic plans
and business development goals, and may also include other statements that are predictive in
nature or that depend upon or refer to future events or conditions. Such forward-looking
statements can generally be identified by words such as "will", "may", "expects," "anticipates,"
"intends," "plans," "believes," "estimates" or similar expressions. In addition, any statements
that refer to expectations, projections or other characterizations of future events or
circumstances are forward-looking statements. These statements are not historical facts but
instead represent only Points' expectations, estimates and projections regarding future events.
Although Points believes the expectations reflected in such forward-looking statements are
reasonable, the forward-looking statements are not guarantees of future performance and are
subject to important risks and uncertainties that are difficult to predict. Certain material
assumptions or estimates are applied in making forward-looking statements, and may not prove
to be correct. Known and unknown factors could cause actual results to differ materially from
those expressed or implied in such statements. Important factors that could cause actual
results to differ materially are referred to in the body of this news release and also include the
risks and uncertainties discussed herein, the matters set forth under "Risks and Uncertainties"
or "Risk Factors" contained in Points’ Annual Information Form and Management's Discussion
and Analysis filed with applicable securities regulators and the factors detailed in Points' other
filings with applicable securities regulators, including the factors detailed in Points' annual and
interim financial statements and the notes thereto. These documents are available at

www.sedar.com and www.sec.gov. Forward-looking statements are provided in this press
release for the purpose of allowing readers to get a better understanding of Points' business
environment. However, readers are cautioned that forward-looking statements are not
guarantees of future performance and that it may not be appropriate to use such forwardlooking statements for any other purpose.
The forward-looking statements contained in this press release are made as at the date of this
release and, accordingly, are subject to change after such date. Except as required by law,
Points does not undertake any obligation to update or revise any forward-looking statements
made or incorporated in this press release, whether as a result of new information, future events
or otherwise.

For more information contact:
Anthony Lam, Chief Financial Officer, Points International Ltd., (416) 596-6382
anthony.lam@points.com;
Alex Wellins or Brinlea Johnson, The Blueshirt Group, (415) 217-7722
alex@blueshirtgroup.com, brinlea@blueshirtgroup.com

POINTS INTERNATIONAL LTD.
UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2008
(Expressed in United States dollars)

POINTS INTERNATIONAL LTD.
UNAUDITED CONSOLIDATED BALANCE SHEETS
(Expressed in United States dollars)

March 31,
2008

AS AT

Restated (Note 1(a))
December 31,
2007

ASSETS
CURRENT
Cash and cash equivalents
Funds receivable from payment processors
Short-term investments
Security deposits
Accounts receivable
Current portion of future income tax asset
Current portion of deferred costs
Prepaid and sundry assets

$

PROPERTY AND EQUIPMENT
INTANGIBLE ASSETS
GOODWILL
DEFERRED COSTS

23,602,695
3,663,308
12,380,993
1,834,305
2,374,912
577,197
234,921
1,721,105
46,389,436

$

1,927,773
1,423,373
4,204,755
354,861
7,910,762
$ 54,300,198

$

$

$

21,535,978
5,126,499
7,405,499
1,561,175
3,353,656
600,815
279,355
1,767,349
41,630,326
2,017,783
1,409,450
4,204,755
483,679
8,115,667
49,745,993

LIABILITIES
CURRENT
Accounts payable and accrued liabilities
Current portion of deferred revenue
Payable to loyalty program partners
Current portion of loan payable

2,104,121
1,451,037
36,478,029
40,033,187

3,487,927
1,629,525
30,749,149
5,927
35,872,528

250,536
20,152,033
60,435,756

387,013
20,679,073
56,938,614

35,016,113
25,092
6,559,751
(2,566,230)
(45,170,284)
(6,135,558)

34,887,258
25,092
6,433,303
(2,566,230)
(45,972,044)
(7,192,621)

-

DEFERRED REVENUE
CONVERTIBLE PREFERRED SHARES

SHAREHOLDERS’ DEFICIENCY
CAPITAL STOCK (Note 7)
WARRANTS
CONTRIBUTED SURPLUS
ACCUMULATED OTHER COMPREHENSIVE LOSS
DEFICIT

$ 54,300,198
See Accompanying Notes

$

49,745,993

POINTS INTERNATIONAL LTD.
UNAUDITED CONSOLIDATED STATEMENTS OF OPERATIONS AND DEFICIT
(Expressed in United States dollars)
Restated
(Note1 (a), Note 2)
2008
2007

FOR THE THREE MONTHS ENDED MARCH 31,
REVENUE

$ 13,041,025
2,892,811
276,916

Principal
Commission
Interest

$

1,703,418
2,720,020
36,665

16,210,752

4,460,103

10,734,934
2,746,834
822,550
361,658
201,671
213,366
31,876
120,360
(884,784)
759,385

833,575
1,836,537
397,955
297,477
238,504
392,844
172,371
100,845
6,467
605,678

15,107,850

4,882,253

1,102,902

(422,150)

291,061
10,081
301,142

249,279
32,423
281,702

GENERAL AND ADMINISTRATION EXPENSES
Direct cost of principal revenue
Employment costs
Sales commissions and related expenses
Marketing and communications
Technology services
Amortization of property and equipment
Amortization of intangible assets
Amortization of deferred costs
Foreign exchange (gain) / loss
Operating expenses
OPERATING INCOME (LOSS) – before undernoted
OTHER EXPENSES
Interest on preferred shares
Interest and other charges
NET INCOME (LOSS)

$

EARNINGS (LOSS) PER SHARE (Note 3)
Basic
Diluted

DEFICIT – Beginning of period
As previously reported
Effect of restatement of prior years (Note 2)
As restated
Net income (loss) for the period
DEFICIT – End of period

See Accompanying Notes

801,760

$ (703,852)

$0.01
$0.01

($0.01)
($0.01)

$(45,972,044)
$(45,972,044)
801,760
$(45,170,284)

$(40,861,164)
(974,424)
$(41,835,588)
(703,852)
$(42,539,440)

POINTS INTERNATIONAL LTD.
UNAUDITED CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME (LOSS)
AND ACCUMULATED OTHER COMPREHENSIVE LOSS
(Expressed in United States dollars)

FOR THE THREE MONTHS ENDED MARCH 31,

Restated
(Note1 (a), Note 2)
2008
2007

COMPREHENSIVE INCOME (LOSS)
Net income (loss) for the period
Foreign currency translation adjustment

-

(703,852)
(32,861)

$ 801,760

$ (736,713)

$(2,566,230)
$(2,566,230)

$(1,584,516)
(32,861)
$(1,617,377)

$ 801,760

Comprehensive income (loss)

$

ACCUMULATED OTHER COMPREHENSIVE LOSS
Balance – Beginning of period
Foreign currency translation adjustment
Balance – End of period

See Accompanying Notes

POINTS INTERNATIONAL LTD.
UNAUDITED CONSOLIDATED STATEMENTS OF CASH FLOWS
(Expressed in United States dollars)
Restated (Note1
2008 (a))
2007

FOR THE THREE MONTHS ENDED MARCH 31,
CASH FLOWS FROM OPERATING ACTIVITIES

$

801,760

$ (703,852)

Changes in non-cash balances related to operations (Note 8 (a))

213,367
31,876
120,361
(880,733)
162,007
291,061
6,298,049

392,844
172,372
100,844
298,120
117,351
249,279
7,330,033

CASH FLOWS PROVIDED BY OPERATING ACTIVITIES

7,037,748

7,956,991

CASH FLOWS FROM INVESTING ACTIVITIES
Additions to property and equipment
Additions to intangible assets
Purchase of short-term investments

(123,357)
(45,801)
(4,975,494)

(146,972)
(23,726)
-

CASH FLOWS USED IN INVESTING ACTIVITIES

(5,144,652)

(170,698)

CASH FLOWS FROM FINANCING ACTIVITIES
Loan repayments
Issuance of capital stock

(5,927)
93,296

(6,581)
147,071

CASH FLOWS PROVIDED BY FINANCING ACTIVITIES

87,369

140,490

EFFECT OF EXCHANGE RATE CHANGES ON CASH HELD IN
FOREIGN CURRENCY

86,252

25,319

2,066,717

7,952,102

21,535,978

16,939,721

$ 23,602,695

$ 24,891,823

$

$

Net Income (Loss)
Items not affecting cash
Amortization of property and equipment
Amortization of intangible assets
Amortization of deferred costs
Unrealized foreign exchange (gain) loss
Employee stock option expense (Note 6)
Interest on Series Two and Four Preferred Shares

INCREASE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS – Beginning of the period
CASH AND CASH EQUIVALENTS – End of the period
Supplemental Information
Interest Received and Paid
Interest received
Interest paid
See Accompanying Notes

273,932
1,077

36,482
998

POINTS INTERNATIONAL LTD.
NOTES TO UNAUDITED CONSOLIDATED FINANCIAL STATEMENTS
MARCH 31, 2008
The Corporation's interim financial statements have been prepared in accordance with
Canadian generally accepted accounting principles (“GAAP”) using accounting policies
consistent with those used for the preparation of its audited consolidated financial statements
for the year ended December 31, 2007, except as described in Note 1 below. These interim
consolidated financial statements do not contain all the annual disclosures required by GAAP
and, as such, should be read in conjunction with the Corporation’s audited consolidated
financial statements including the notes thereto for the year ended December 31, 2007, as
outlined in the Corporation’s 2007 Annual Report.
1. Significant accounting policies
Adoption of new accounting policies
Change in Functional and Reporting Currency
Effective January 1, 2008, the Corporation changed its functional and reporting
currency to the US dollar (USD). The change in reporting currency is to better reflect
the Corporation’s business activities and to improve investors’ ability to compare the
Corporation’s financial results with other publicly traded businesses in the industry.
The Corporation conducts most of its business transactions in USD. Prior to January
1, 2008, the Corporation reported its annual and quarterly consolidated balance
sheets and the related consolidated statements of operations and cash flows in the
Canadian dollar (CDN). In making this change in reporting currency, the Corporation
followed the recommendations of the Emerging Issues Committee (EIC) of the
Canadian Institute of Chartered Accountants (CICA), set out in EIC-130, “Translation
Method when the Reporting Currency Differs from the Measurement Currency or
there is a Change in the Reporting Currency”.
Financial statements for periods prior to January 1, 2008 have been translated in to
the new reporting currency using the current rate method, based on the
recommendations of EIC - 130. Under this method, assets and liabilities have been
translated using the exchange rate prevailing at the consolidated balance sheet
dates, while equity transactions have been translated using the rates of exchange in
effect as of the dates of the various capital transactions. The statements of
operations and statements of cash flows for prior periods have been translated into
the reporting currency using the average exchange rates prevailing during each
reporting period. All resulting exchange differences arising from the translation are
included as a separate component of accumulated other comprehensive loss.
Comparative financial information has been restated to reflect the Corporation’s
results as if they had been historically reported in US dollars.

Financial Instruments: Disclosures
On January 1, 2008, the Corporation adopted Section 3862, Financial Instruments –
Disclosures, replacing Section 3861 – Financial Instruments – Disclosure and
Presentation. This Section describes the required disclosures related to the
significance of financial instruments on the entity’s financial position and
performance and the nature and extent of risks arising from financial instruments to
which the entity is exposed and how the entity manages those risks. This Section
complements the principles of recognition, measurement and presentation of
financial instruments of Sections 3855, Financial Instruments – Recognition and
Measurement, 3863, Financial Instruments – Presentation and 3865, Hedges. The
adoption of this Section implied that the Corporation now presents sensitivity
analysis regarding foreign exchange risk, interest rate risk, commodity prices risk
and stock-based compensation costs risk. Comparative information about the nature
and extent of risks arising from financial instruments is not required in the year
Section 3862 is adopted.
Financial Instruments: Presentation
On January 1, 2008, the Corporation adopted Section 3863, Financial Instruments –
Presentation, replacing Section 3861 – Financial Instruments – Disclosure and
Presentation. This Section establishes standards for presentation of financial
instruments and non-financial derivatives. This information is provided in Note 10,
Financial Instruments.
Capital Disclosures
On January 1, 2008, the Corporation adopted Section 1535, Capital Disclosures.
This Section established standards for disclosing information about an entity’s capital
and how it is managed to enable users of financial statements to evaluate the entity’s
objectives, policies and procedures for managing capital. This information is provided
in Note 9, Capital Disclosures.
Accounting Changes
On January 1, 2008, the Corporation adopted the revised version of Section 1506 of
the CICA, Accounting changes. This Section establishes criteria for changing
accounting policies and treatment and disclosure of changes in accounting policies,
changes in accounting estimates and correction of errors.
2. Effect of prior period restatement on comparative net loss
The 2007 consolidated financial statements included a restatement with respect to
goodwill and upfront contract initiation fees. The restatement of goodwill affected the
2007 opening deficit and had no impact on the 2007 net loss. Costs incurred in prior
years were incorrectly capitalized and included in Goodwill; these costs should have
been expensed in the period. With respect to the restatement of upfront contract
initiation fees, the Corporation determined that it had contracts with multiple deliverables.
The Corporation had applied guidance found in Abstract 142 of the Emerging Issues
Committee (“EIC-142”) of the Canadian Institute of Chartered Accountants (CICA)
Handbook, “Revenue Arrangements with Multiple Deliverables” and determined that, for

some contracts, there was only one unit of accounting. In particular, for contracts which
contain ongoing service requirements, fees and direct costs for initial set-up had been
deferred and recognized evenly over the term of the contract. Previously, the fees and
direct costs had incorrectly been recognized as initial set-up occurred. This restatement
had an impact on the previously reported first quarter of 2007 net loss and the 2007
opening deficit.
The impact in both Canadian dollars (C$) and United States dollars (US$) of this
correction is included below.
For the three months ended March 31, 2007

CAD$

US$

$ (811,048)

$ (691,961)

(38,853)
24,915
(13,938)

(33,148)
21,257
(11,891)

(824,986)

$ (703,852)

$ (55,335,455)

$ (40,861,164)

(721,653)
(540,174)
(1,261,827)

(570,361)
(404,063)
(974,424)

$ (56,597,282)

$ (41,835,588)

Net loss as previously reported
Prior period restatement adjustments
Decrease in revenue
Decrease in general and administration expense
Net loss - restated
As at December 31, 2006
Deficit as previously reported
Prior period restatement adjustments
Goodwill
Upfront contract initiation fees
Deficit - restated

$

3. Earnings (loss) per share
Weighted average number of shares outstanding
For the three months ended March 31,
Basic
Effect of dilutive securities
Diluted

a)

2008

2007

120,108,984
33,369,870
153,478,854

115,716,794
115.716.794

Earnings (loss) per share
Earnings (loss) per share is calculated on the basis of the weighted average
number of common shares outstanding.

b)

Diluted earnings (loss) per share
Diluted earnings per share represents what our earnings per share would have
been if instruments convertible into common shares that had the impact of
reducing our earnings per share had been converted at the beginning of the year
for instruments that were outstanding all year.

Convertible Preferred Shares

In determining diluted earnings per share, we increase net income available to
common shareholders by the amount of interest accrued on the convertible
preferred shares as this interest expense would not have been incurred if the
shares had been converted at the beginning of the year. Similarly, we increase
the average number of common shares outstanding by the number of shares that
would have been issued had the conversion taken place at the beginning of the
year.

Employee Stock Options
In determining diluted earnings per share, we increase the average number of
common shares outstanding by the number of shares that would have been
issued if all stock options with a strike price below the average share price for the
year had been exercised. We also decrease the average number of common
shares outstanding by the number of our common shares that we could have
repurchased if we had used the proceeds from the exercise of stock options to
repurchase them on the open market at the average share price for the year. We
do not adjust for stock options with a strike price above the average share price
for the year because including them would increase our earnings per share, not
dilute it.
For the three months ended March 31, 2007, the diluted loss per share is equal
to the basic loss per share as the effect of conversions, options and warrants
would be anti dilutive.
4. Segmented information
Reportable segments: The Corporation operates in one operating segment whose operating
results are regularly reviewed by the Corporation's chief operating decision maker and for which
complete and discrete financial information is available. The Corporation's business is carried
on in the industry of loyalty program asset management. The attached consolidated balance
sheets as at March 31, 2008 and December 31, 2007 present the financial position of this
segment. The continuing operations reflected on the attached consolidated statements of
operations are those of this operating segment.
Enterprise-wide disclosures: $15,687,514 of the Corporation’s revenues (including interest
income) for the quarter ending March 31, 2008 were generated in the U.S. ($4,143,635 for the
quarter ended March 31, 2007). The remaining revenues for both periods were generated in
Canada, Europe and Asia. A significant majority of the Corporation's assets are located in
Canada.
5. Major customers
For the three month period ended March 31, 2008, three customers represent approximately
82% (2007 – 63%) of the Corporation’s consolidated revenues. In addition, as at March 31,
2008, 66% (first quarter 2007 – 53%) of the Corporation’s deposits are due to these customers.
The three customers included in 2008 are included in both the 2008 and 2007 periods.

6. Stock option plan
In accordance with the guidelines of the CICA Handbook, the Corporation expenses costs of all
stock option grants on or after January 1, 2003. The fair value of the options granted in the three
months ended March 31, 2008 and 2007 was calculated using the Black-Scholes option pricing
model using the following weighted assumptions:
2008
2007
Dividend yield
0%
0%
Risk free rate
3.75%
4.02%
Expected volatility
75.8%
41.8%
Expected life of options in years
3
3

The cost of stock options is included in general and administration expenses for the three
months ended as follows:
March 31
2008
2007
Employee stock option expense

162,007

117,351

During the three-month period ended March 31, 2008, 55,000 options were issued and 46,680
options previously granted were cancelled (2,720,000 were issued in the three-month period
ended March 31, 2007 and 282,779 previously granted were cancelled).
7. Capital Stock

Common Shares
Issued
Stated Value
Balance December 31, 2006
Exercise of stock options
Exchange for property (shares in subsidiary)
Exercise of warrants
Balance December 31, 2007

114,204,189
1,224,434
3,834,114
757,378
120,020,115

$32,464,188
983,485
711,678
727,907
$34,887,258

Exercise of stock options
Balance March 31, 2008

154,975
120,175,090

128,855
$35,016,113

8. Statement of cash flows
Changes in non-cash balances related to operations are as follows:
For the three months ending March 31
(Increase) in security deposits
Decrease in funds receivable from payment processor
Decrease in accounts receivable
(Increase) decrease in deferred costs
Decrease (increase) in prepaid and sundry assets
Decrease in accounts payable and accrued liabilities
Decrease in deferred revenue
Increase in payable to loyalty program partners

2008

2007

(273,130)
1,463,191
978,744
52,891
46,244
(1,383,806)
(314,965)
5,728,880

$ (170,866)
292,060
86,369
(19,046)
(109,406)
(1,053,646)
(961)
8,305,529

$ 6,298,049

$ 7,330,033

$

Supplemental information
Non-cash transactions
Non-cash transactions for the three-month period ended March 31, 2008 are as
follows:

For the periods ended March 31
Options exercised in Points.com Inc.(i)
# of options
Value
Common shares issued of Points International Ltd.
Revenue earned for membership fees paid in one-week
accommodation certificates(ii)

(i)

(ii)

3 month period
2008
2007

$

-

1,389,157
$ 931,857
3,478,311

$

-

$ 31,842

Options previously issued to Points.com employees and directors. Upon
exercise of these options, common shares of the Corporation were issued.
All of these shares in Points.com were acquired at fair market value in
exchange for shares of the Corporation. There are no such options
remaining as at March 31, 2008.
The certificates are valued at their average cost and are included in prepaid
and sundry assets. The expense is recognized as the accommodation
certificates are used.

9. Capital Disclosures
The Corporation defines its capital as follows:
(i)
(ii)
(iii)

Shareholders’ equity;
Convertible preferred shares;
Cash and short term investments.

The amounts included in the Corporation’s capital are as follows:

As at
Shareholders’ deficiency
Convertible preferred shares
Cash and short term investments

March 31,
2008

December 31,
2007

$ (6,135,558)
20,152,033
35,983,688

$ (7,192,621)
20,679,073
28,941,477

The Corporation’s financial strategy is designed and formulated to maintain a flexible
capital structure to allow the Corporation the ability to respond to changes in
economic conditions and the risk characteristics of the underlying assets. In order to
maintain or adjust its capital structure, the Corporation may issue additional debt or
issue debt to replace existing debt with similar or different characteristics. The
Corporation’s financing and refinancing decisions are made on a specific transaction
basis and depend on such things as the Corporation’s needs, and market and
economic conditions at the time of the transaction. The Corporation may invest in
longer or shorter term investments depending on eventual liquidity requirements.
There were no changes in the Corporation’s approach to capital management during
the period.
10. Financial Instruments
Fair Value
The fair values of short term financial assets and liabilities, including cash, short term
deposits, interest receivable and accounts payable and accrued liabilities, as
presented in the balance sheet approximate their carrying amounts due to the short
period to maturity of these financial instruments.
The carrying value and estimated fair value of the Corporation’s financial instruments
is their fair value which is the amount that has been recorded in the financial
statements.
The Corporation has determined the estimated fair values of its financial instruments
based on appropriate valuation methodologies, as disclosed below. However,
considerable judgment can be required to develop certain of these estimates.
Accordingly, these estimated values are not necessarily indicative of the amounts the
Corporation could realize in a current market exchange. The estimated fair value
amounts can be materially affected by the use of different assumptions or
methodologies. The methods and assumptions used to estimate the fair value of
each class of financial instruments are discussed below.

Fair value is the amount of consideration that would be agreed upon in an arm’s
length transaction between knowledgeable, willing parties who are under no
compulsion to act. Fair value is determined by reference to quoted bid or ask prices,
as appropriate, in the most advantageous active market for that instrument to which
the Corporation has immediate access. When bid and ask prices are unavailable, the
Corporation uses the closing price of the most recent transaction of that instrument.
In the absence of an active market, the Corporation would determine fair value
based on internal or external valuation models, such as option-pricing models, and
discounted cash flow analysis, using observable market-based inputs.
Credit risk
The Corporation’s cash and cash equivalents subject the Corporation to credit risk.
The Corporation has guaranteed investment certificates, as per its practice of
protecting its capital rather than maximizing investment yield. The Corporation
manages credit risk by investing in cash equivalents, term deposits and short term
investments rated as A or R1 or above.
The Corporation, in the normal course of business, is exposed to credit risk from its
customers and the accounts receivable are subject to normal industry risks. The
majority of the Corporations customers are loyalty program operators. The
Corporation usually provides various e-commerce services to these loyalty program
operators which normally results in an amount payable to the loyalty program
operator in excess of the amount held in accounts receivable. The Corporation also
manages and analyzes its’ accounts receivable on an ongoing basis which means
the Corporation’s exposure to bad debts is not significant.
The following table sets forth details of the age receivables that are not overdue as
well as an analysis of overdue amounts and related allowance for the doubtful
accounts:
March 31, 2008
Total Accounts Receivable
Less: Allowance for doubtful accounts
Total Accounts Receivable, net

$ 2,423,129
(48,217)
$ 2,374,912

Of which:

Not past due
Past due for more than one day but no more than 30 days
Past due for more than 31 days but no more than 60 days
Past due for more than 61 days
Less: Allowance for doubtful accounts
Total Accounts Receivable, net

$ 1,274,268
81,317
626,926
440,618
(48,217)
$ 2,374,912

Allowance for Doubtful Accounts
Changes in the allowance for doubtful accounts are as follows:
Three month period
Ended March 31, 2008
Balance, beginning of period
Provision for doubtful accounts
Bad debts written off, net of recoveries, and other

$ 73,728
(25,511)
-

Balance, end of period

$ 48,217

The provision for doubtful accounts has been included in operating expenses in the
consolidated statements of operations, and is net of any recoveries that were
provided for in a prior period.
Interest rate risk
The Corporation does not believe that the results of operations or cash flows would
be affected to any significant degree by a sudden change in market interest rates,
relative to interest rates on the investments, owing to the short term nature of the
investments.
Based on management's knowledge and experience of the financial markets,
management does not believe that the Corporation's current financial instruments
will be affected by interest rate risk within the next three months. In particular,
interest rate risk is low as the interest rates on the Corporation's certificates of
deposits are fixed with an interest rate range between 3.00% to 5.50% with maturity
dates of 90 days or less.
Currency risk
The Corporation has customers and suppliers that are not based in Canada which
gives rise to a risk that earnings and cash flows may be adversely affected by
fluctuations in foreign currency exchange rates. The Corporation is primarily exposed
to the US dollar. The Corporation currently does not use financial instruments to
hedge these risks.

The Corporation holds balances in foreign currencies that give rise to exposure to
foreign exchange risk. Sensitivity to a +/- 10% movement in the Canadian dollar
would affect the Corporation’s income (loss) by $ 1.2 million.
As of March 31, 2008
USD$ Total
CAD
GBP
EUR
CHF
FX Rates used to translate to USD
$0.9783
1.9951
1.5800
1.0055
Financial assets (in thousands of dollars)
Cash and cash equivalents
$ 23,603
2,075
1,060
1,268
28
Funds receivable from payment
processor
3,663
1
117
185
1
Short term investments
12,381
4,791
Security deposits
1,834
3
27
78
1
Accounts receivable
2,375
374
11
56
Total
$ 43,856 CAD$ 7,244 GBP 1,215 EUR 1,587 CHF 30
Financial liabilities
Accounts payable and accrued liabilities
$ 2,104
1,164
Payable to loyalty program partners
36,478
708
1,008
12
Convertible Preferred Shares
20,152
20,599
Total
$ 58,734 CAD$ 21,739 GBP 708 EUR 1,008 CHF 12

11. Effect of new accounting standards not yet implemented
Goodwill and Intangible Assets
In February 2008, the CICA issued Section 3064, Goodwill and intangible assets,
which supercedes Section 3062, Goodwill and other intangible assets and Section
3450, Research and development costs. This Section applies to interim and annual
financial statements for fiscal years beginning on or after October 1, 2008. The
Section establishes standards for the recognition, measurement and disclosure of
goodwill and intangible assets.
The Corporation is currently evaluating the impact of the adoption of the above
standards on the consolidated financial statements.

