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-On October 31, 2016, Ackroo reported its Q3 2016 
financial results which showed an 8% growth in 
revenue over last year’s. 
 
-Ackroo’s working capital position was strengthened 
with the closing of a $1M private placement in 
November 2016. 
 
-On January 16, 2016, Ackroo announced preliminary 
revenue of $2.254M and $586K in FY and Q4 2016 
respectively. 
 
-Ackroo is now fully integrated with i-Lube POS 
platform as part of a new channel initiative with 
Petro-Canada’s lubricant division. 
 
- We have updated our forecasts and increased our 
price target to 49 cents.
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Ackroo finishes the year strong and positions itself for accelerated growth 

On October 31, 2016, Ackroo reported its Q3 2016 financial results which showed an 8% 
growth in revenue over last year’s. Net Operating Loss (EBITDAS), excluding foreign 
exchange gains and losses, was slightly higher at ($109K) than the first two quarters of 
2016 because of professional and legal fees related to their acquisition of Loyalint/Fidelint 
which closed at the end of the quarter. The Quebec-based acquisition should be 
immediately accretive to EBITDAS, adding $180K in recurring revenue and $50k in one-
time revenue annually. 

Ackroo’s working capital position was strengthened with the closing of a $1M private 
placement in November 2016. The company issued 5M shares at 0.20$ and 2.567M 
warrants exercisable at 0.30$ for a period of 24 months. As of September 30, 2016, 
adjusted working capital was positive $256K, including current portion of long-term debt. 
Following the private placement closing, Ackroo hired six new employees to strengthen 
its sales & marketing and product development teams. 

On January 16, 2016, Ackroo announced preliminary revenue of $2.254M and $586K in 
FY and Q4 2016 respectively. The company missed on our annual revenue estimate of 
$2.4M by 6% which enacted some selling by impatient Ackroo shareholders, pushing the 
stock price under 20 cents. While the numbers in the press release may seem 
disappointing at first glance, many operational updates make us truly excited for 2017. 

First and foremost, Ackroo completed the long-awaited and needed product 
enhancements to its Ackroo Anywhere platform to start migrating Dealer Rewards 
Canada (DRC) accounts. When we spoke to Steve Levely, CEO, in mid-January, he 
mentioned that 20% of DRC and Loyalint/Fidelint locations have already been 
transitioned to Ackroo Anywhere and he expects the process to be over by the end of Q1 
2017. Expected savings on licensing fees could reach approximately $75K per quarter.  

Secondly, Q4 2016 was a record quarter for new business written with 60K$ in one-time 
revenue signed and ready to deploy. This business was pushed back to 2017 because of 
the lack of resources before the private placement closing and the focus on the DRC and 
Loyalint/Fidelint migrations after. It is interesting to note Ackroo added a 20-location 
automotive dealer group in November, bringing their total automotive dealerships to 
more than 300 (almost 10% of all car dealers in Canada). The group should add 
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approximately $100K in annual recurring revenue, without accounting for any potential 
one-time sales. 
 
Finally, Ackroo experienced a record quarter in lead generation with more than 50% 
growth over Q4 2015. New referral partners like First Data Canada are sending more and 
more leads to Ackroo and the company now has the resources to close and deploy them. 
2017 should be an exciting year!  
 
 
Ackroo integrates with i-Lube POS platform 
 
On February 10, 2016, Ackroo announced that its platform Ackroo Anywhere is now 
fully integrated with i-Lube POS platform. The company’s solution, which allows for 
departmental and SKU-based loyalty, has gone live in 8 Minit Lube locations in Alberta 
and is now available for all quick-lube clients using i-Lube. Thousands of locations in North 
America and on 2 other continents use this platform, which make us believe it could be a 
lucrative vertical for Ackroo. 
 
Here’s an interesting excerpt from the press release: “The first client utilizing the 
combined solution was also sponsored by a major Canadian petroleum provider that we 
look forward to working with alongside other quick-lube partners of theirs.” 
 
From our research1 and discussion from management, the major Canadian petroleum 
provider is Petro-Canada’s lubricant division. It was recently sold for $1.13B to 
HollyFrontier Corporation, a US oil refiner. To help them get differentiation in the 
marketplace, Petro-Canada is pushing Ackroo’s solution so quick-lube merchants can 
offer rewards on their oil and lube products. They pay for all upfront costs, including initial 
card order and/or mobile, and merchants must pay the monthly fee.  
 
All partners in this new channel are incentivized to make the relationship work, so we are 
very excited to see what it could yield in terms of new accounts in 2017. We believe it 
could develop into a significant long-term growth driver for Ackroo. The added credibility 
of working with Petro-Canada could also bring new opportunities to the company in the 
automotive services vertical. 
 
 

                                                            
1 Minut Lube’s « House Oil » is Petro-Canada: http://www.minitlube.com/minitlube-partners.htm  

http://www.minitlube.com/minitlube-partners.htm
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2016 Operational Metrics 
 

 
 
The table is from Ackroo’s Investor Presentation and presents important 2016 business 
metrics. Average MRR per location varies depending on the mix of gift cards (GC) and 
loyalty (LTY) clients and across different verticals. Considering the company finished the 
year with 1,500+ locations, the recurring revenue base is now over $400K per quarter 
and keeps growing.  
 
For Software-as-a-Service (“SaaS”) businesses, an important variable to monitor is the 
customer retention rate. A 95% rate is telling a lot about the quality of Ackroo’s 
solutions. Larger players in the space would be ready to pay a significant multiple to 
acquire such a stable business, with 65%+ gross margins and over 60% in recurring 
revenues. 
 
 
Forecasts and Outlook 
 
With current resources, the expectation for management is to add $10K each month to 
their quarterly recurring revenue run-rate. With only a few more hires (3 to get to 25 
employees total), Steve Levely believes Ackroo could support $4M in total revenues. It 
would only need four to five new employees per additional tranche of $1M in sales 
thereafter. The Ackroo Anywhere platform is easily scalable and there is significant 
operating leverage in the company’s model to become highly profitable in just a few 
years. 

http://ackroo.com/wp-content/uploads/2017/02/Ackroo-Investor-Deck-Feb-2017.pdf


 

 

 
Ackroo Inc. – February 15, 2017 

 
 

  
PHILIPPE BERGERON-BÉLANGER | MATHIEU MARTIN 4 

 

Ackroo’s goal is to get to 10,000 locations by 2022 through a mix of organic and 
inorganic growth.  
 
Management has learned a lot through their first attempts at a rollup strategy. DRC and 
D1 Mobile, while strategic acquisitions – the former to consolidate Ackroo’s leader 
position for gift card, loyalty and rewards solutions in the automotive dealership market 
and the latter to acquire the know-how to develop their own mobile app –, has reminded 
us of one important rule to follow for successful acquisitions: Only buy companies with 
an inferior product that you can integrate rapidly.  
 
The corollary is that the company must finish the product development work needed to 
get ahead of competition, but here’s the good news: Ackroo’s technology is only a few 
years old – Ackroo Anywhere launched in February 2014 – while some of their 
competitors are still using platforms developed in the early 2000s. By 2017 year’s end, 
management expects to have completed work on the following: 
 A more comprehensive and complete white-label mobile app offering; 
 An enhanced e-commerce offering integrating PhotoGIFTCARD personalization 

capabilities as well as the OnTab payment gateway to allow merchants to utilize 
other online payment processors than Ackroo’s current partner PayPal; 

 New integrations with channel and product partners; 
 Additional marketing and data analytics functionalities. 

 
Ackroo’s strategy is to become a focused leader in key verticals like automotive 
dealerships, automotive services (parts, quick lube, gas/fuel) and quick serve restaurants. 
They try to cater to all retail and hospitality, but will allocate resources strategically in 
verticals where they can get good traction like those listed above.  
 
At Espace MicroCaps, we like to invest in high-quality vertical software companies with 
SaaS models and lots of optionality through organic and inorganic growth 
opportunities. Our goal is to buy them at a steep discount to market’s average multiple 
for comparable companies, with the margin of safety provided by positive operating cash 
flows.  
 
Ackroo should get there in H1 2017, although there are many moving parts with new 
employee hires, migration delays, deployments of new accounts, etc. The downside 
would be to dilute shareholders again through an equity financing, but we are confident 
it won’t happen. Large shareholders of the company are working behind the scenes to 
help Ackroo get access to debt financing at reasonable terms to fuel its growth strategy. 
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Based on a SaaS Capital white paper on valuation multiples of private and publicly-
traded SaaS companies, we believe Ackroo should be priced at least at 4x EV/Revenue. 
 

 
 
We have updated our forecasts accordingly and increased our price target to 49 cents. 
 

 

http://www.saas-capital.com/resources/wp-saas-company-valuation
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Financial snapshots 
 

 
 

 
 
* Grants and tax credits exclude a $100K provision for potential reversal of previous years SRED in FY 15 
** EBITDAS excluding foreign exchange gains & losses 
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Disclosure 
 
Philippe Bergeron-Bélanger, Mathieu Martin and MicroCaps Research Canada Inc., 
which operates Espace MicroCaps, own collectively 375,000 shares of Ackroo. 
MicroCaps Research Canada Inc. is providing Ackroo with communication-marketing 
services for a period of 6 months beginning January 2017 for a fee of $2,000 a month. 
 
None of the material, nor its content, nor any copy of it, may be altered in any way, 
transmitted to, copied or distributed to any other party, without the prior express written 
permission of Research MicroCaps Canada Inc. 
 
Estimates and projections contained herein are our own and are based on assumptions 
which we believe to be reasonable. Information presented herein, while obtained from 
sources we believe to be reliable, is not guaranteed either as to accuracy or completeness, 
nor in providing it does Research MicroCaps Canada Inc. assume any responsibility or 
liability. This information is given as of the date appearing on this report, and Research 
MicroCaps Canada Inc. assumes no obligation to update the information or advise on 
further developments relating to securities. Research MicroCaps Canada Inc. as well as 
their respective partners, directors, shareholders, and employees may have a position in 
the securities mentioned herein and may make purchases and/or sales from time to time. 
  
This report is not to be construed as an offer to sell, or the solicitation of an offer to buy, 
securities. 
 


