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Executive Summary

September 2007
Product Overview

DualCurrency Systems (DCS) offers a patented business method and technology to promote Universal Reward SolutionsSM within the loyalty rewards industry.   The DCS system enables consumers to spend a combination of dollars and rewards through their VISA, MasterCard, Discover or American Express cards.  This innovative marketing approach is based upon proprietary dual currency contracts with merchants who seek additional customers.

Participating merchants agree to accept a portion of their retail prices in frequent flyer miles or other rewards points, such as American Express Membership Rewards.  This approach provides them with incremental sales and profits through cost effective cross-promotion with strategic partners in loyalty rewards programs, banks and card services. 
Loyalty rewards programs enhanced by Universal Reward Solutions (URS) offer significant advantages:

· Consumers increase their purchasing power by spending rewards and saving cash.  They enjoy many more places to spend their rewards and don’t have to save up large numbers of miles or points to redeem them.   

· Loyalty Program Operators, such as the airlines, are able to restore customer loyalty by making their rewards more liquid.  They take high liabilities of their books at relatively low costs.  Operators also gain valuable information from DCS on their customers’ buying preferences.  

· Merchants enjoy a boost in sales and profits, with customers delivered for free through DCS partners.  Electronic card processing, at the point of sale, saves merchants’ time and money over cash, checks, coupons and punch cards. 

· Card Issuers and banks offer an exciting new program, attracting more cardholders and benefiting from greater transaction volume.  They also enjoy more satisfied cardholders and merchant clients from reward programs that really work! 

DCS earns a brokering fee on each DualCurrency transaction, as well as reward liability reduction fees from Loyalty Program Operators.  This combination suggests early profitability for the Company.  DCS collects the fees after rewards are redeemed, so program operators have no increased working capital needs from their participation in Universal Rewards Solutions.  The collaborative URS network is also a source of extensive customer demographic information, which has a greater value today than even transaction fees.
The Immediate Business Opportunity

Today’s “loyalty programs” are becoming anything but loyalty builders.  As an example, airline passengers in the U.S. alone are holding more than ten trillion frequent-flier miles, 50% more than just 5 years ago.  Struggling for their own economic survival, airlines can not allocate additional seats to reduce the glut of unspent miles.  Holders of credit and debit cards are also accumulating miles and reward points at a record pace.  Meanwhile, the process for redeeming rewards can be cumbersome, with the redemption options often disappointing.  
The DCS system makes frequent flyer miles and other customer loyalty rewards more attractive and valuable by allowing them to be spent where VISA, MasterCard, Discover and American Express are accepted.  The price paid at the checkout counter is denominated partly in cash and partly in rewards.  For example: a $50 restaurant meal in the DCS system might cost $32 in cash plus $18 in frequent flyer miles (with tax and tip added to the card in US$).  Similarly, a $100 trip to the beauty salon could cost $75 in cash plus $25 in American Express Membership Rewards or $25 in StarBucks points.

How the System Works
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1. A Loyalty Program Operator or Credit Card Issuer contracts with DCS
to add Universal Rewards Solutions™ to its member benefits.

Merchants
2. Merchants provide their unsold products and services while setting any
restrictions (time of day, day of week, product limitations, etc.).

Cardholders
3. Cardholders learn of places and times to redeem their rewards,
online or through the mail.

Reward Spending
4. At a restaurant in the program, a cardholder pays a $100.00 check using
$63.00 and $37.00 in rewards.





Additional DCS Products and Services

Redeeming frequent flier miles and other loyalty rewards is one specific application for the Company’s dual currency and multi-currency products and services.  The same transaction system and marketing network can provide innovative ways to reduce costs and improve efficiencies in other industries as well.  One example is a wellness incentives network providing HealthBucks to lower health care costs for employers, employees and heath care systems alike.  Another application of the system is to improve employee benefits with little increase in cash labor costs for employers.  A third application rewards volunteers for their work in communities and schools.  

Intellectual Property

Universal Reward Solutions incorporates enhancements to debit and credit card processing, as well as to merchant Point-of-Sale (POS) settlement capabilities.  Two issued U.S. patents (#5,592,376 and #5,687,323) form the Company’s front-line barrier to entry.  The DCS patents cover fully automated pricing, accounting and transaction settlement systems that manage earning and spending in U.S. dollars combined with any second non-cash instrument (frequent flier miles, reward points, barter dollars, employee incentive points, volunteer rewards, etc).  The patents apply to any transaction platform (credit, debit and smart cards, e-commerce and Peer-to-Peer).
DCS Stakeholder Value Proposition 
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Strategy to Market:      Innovate ( Demonstrate ( License

The market for loyalty rewards and card services is mature.  It is dominated by large, fiercely competitive companies.  An effective way to enter this market is to enhance the offerings of industry leaders: card issuers, transaction processors, loyalty program operators and banks. 
DualCurrency Systems intends to raise $1,000,000 in equity funding and bridge loans to build a pilot of the DCS transaction processing solution.  In partnership with a targeted industry leader, the pilot will offer ‘proof of concept’ for our technology, while showcasing the merchant and consumer value propositions.  The company is currently conducting a beta demonstration in Minneapolis.
Financial Projections

As stated above, the key revenue streams for DCS are brokering fees on URS transactions, reward liability reduction fees from loyalty program operators and the sharing of consumer demographic data.  The company will also enjoy revenues from technology development and licensing fees.
After an initial pilot launch, a full-scale Universal Reward Solutions program will roll out over existing banking and card -processing infrastructure.  Our financial projections reflect the expectation that strategic partners in the financial services industry will provide most of the development funding, based upon the DCS value proposition for their customers, as well as their large potential upside from transaction revenues and from sharing in DCS brokering fees.  DCS plans a similar approach to fund the development of its full-scale rules management systems, customer support applications and Customer Relationship Management systems. 

A detailed financial model is available under our mutual nondisclosure agreement.  
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	 Company Description
	DualCurrency Systems (DCS) offers a patented business method and transaction system for consumers to spend a combination of cash and loyalty rewards (such as frequent flyer miles) on purchases at participating merchants.

	The Product 

Revenue Streams

Investment Highlights

Investment Amount

Implied Valuation 
Use of Proceeds


	Universal Rewards Solutions™ (URS) by DualCurrency Systems is a patented payment system that settles retail transactions in a combination of dollars and noncash rewards (frequent flyer miles, consumer loyalty rewards, employee incentives points, etc.). The DCS system addresses the lack of liquidity for loyalty rewards, where over 14 trillion miles and points, worth $700 billion, remain unredeemed. Universal Reward Solutions also addresses the chaos resulting from thousands of competing loyalty programs in today’s market.  
In a sample transaction, a $100 restaurant meal might cost $63.00 in US$ and 37.00 in frequent flyer miles (3700 miles). DCS will settle transactions online and through point-of-sale (POS) terminals without coupons, punch cards or other contrivances. The simple swipe of a standard bankcard initiates the transaction, by exiting to the DCS server which recognizes the URS customer and determines the cash and rewards portions of the purchase price. DCS settles the rewards portion through the appropriate Loyalty Program Operator and forwards the cash portion for traditional authorization and settlement ― earning a brokering fee on each transaction.  The company’s market entry strategy is to improve the offerings of established loyalty programs, payment processors and bankcard issuers.

Revenue is derived from transaction fees and from spend-down or “burn” fees paid by Loyalty Program Operators for reducing the financial liabilities from their books. There are also revenues from licensing, consulting and the capture of demographic data (CRM – Customer Relationship Management). 

1) Entering an established industry; addressing a burning need in the market

2) Builds upon popular loyalty programs and commonplace payment systems

3) Simple, scalable technology; beta test underway

4) All URS participants benefit from increases in consumer purchasing power

5) Barriers to entry include 2 issued U.S. patents and first mover advantage

$1,000,000 (400,000 shares at $2.50 per share – Accredited Investors only)

Current: $2.3mm  (923,582 shares at $2.50/share);  

Post-Financing: $3.25mm  (1,323,582 shares at $2.50/share)  
1) Hire a seasoned industry leader to run the company

2) Enhance technology platform

3) Expand proof of concept beta test and strategic partnerships

4) Close contracts

5) Working capital
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