
 
 

Letter to Shareholders 
For the Fiscal Year ended June 30, 2014 

 
 
Dear Fellow Shareholders,  
 
The past year has been a challenging one for our company. But we have responded 
vigorously to the challenges, and believe we are now well placed to reap the fruits of our 
efforts.  
 
We have renewed almost every major component of our business, thanks to support 
from our partners, and our employees’ loyalty and hard work. We have strengthened 
existing partnerships and forged valuable new ones. We have reorganized our internal 
structure to focus more sharply on each of our three main business groups – CIBC/TD, 
Aeroplan and Caesars Entertainment. And we have acted decisively to put our balance 
sheet on a secure footing that reflects the current realities of our business. 
 
With this solid foundation now in place, our top priority is to demonstrate an 
unwavering commitment to our 1,700 valued merchants. The merchants are a vital and 
integral part of our business. But with other pressing issues confronting management 
over the past year, we have at times given them less robust support than they deserve. 
We are determined to do better -- much better -- in the year ahead. 
 
Financial Results 
Many of our merchants have experienced difficult business conditions over the past year. 
The result has been a higher delinquency rate than expected on our Advance Purchase 
Marketing program, under which Advantex buys merchants’ future credit card 
receivables at a discount to face value. Write-offs for bad debts rose by 39.1% in fiscal 
2014 to $1.27 million.  
 
In another setback, CIBC, one of our main partners, has acknowledged some erosion in 
its credit card business over the past year. This has inevitably taken a toll on Advantex 
too, requiring us to provide more generous consumer rewards in the first half of the 
fiscal year to encourage merchant enrollment and as a retention tool.  
 
These adverse developments were a drag on our overall financial performance during the 
year. Advantex reported a net loss of $715,245 for the 12 months to June 30, 2014, 
compared with income of $36,253 in the previous fiscal year.  
 
Revenues slipped to $16.5 million from $16.9 million in the previous fiscal year. The 
decline was mostly due to a 11.3% drop in revenues from the CIBC/TD program, 
reflecting the slowdown in CIBC-related sales and the erosion of our merchant base. By 
contrast, revenues from the Aeroplan program more than doubled from $1.1 million to 
$2.5 million.  
 



 
While these results are disappointing, they should not be allowed to over-shadow a 
number of significant financial achievements: 
 

 A refinancing in December 2013 has brought several benefits. We consolidated 
two tranches of debentures, totaling $7.9 million, with 90.5 million common-
share warrants into a single facility of $5.2 million. In this way, we lightened our 
debt burden, lowered our interest costs and reduced the number of fully-diluted 
common shares outstanding by almost a quarter to 149.3 million shares. 
 

 We have extended our $8.5 million credit facility with Accord Financial Inc. for 
another year to December, 2015. The facility supports our Advance Purchase 
Marketing program, and thus makes a valuable contribution to our business. 
 

 We have adopted a more conservative approach towards identifying and 
accounting for delinquencies among merchants enrolled in the Advance Purchase 
Marketing program. As part of that adjustment, we have also scaled back the 
program to business sectors with unacceptably high delinquency rates.  
 

Our Partners 
Advantex is fortunate to have close and fruitful partnerships with one of the world’s 
premier loyalty-management companies, two of North America’s most respected banks, 
and a leading casino and resort operator.  
 
Aeroplan. Our relationship with Aeroplan, dating back to 2010, remains strong. We are 
currently in talks with Aimia Inc., owner of the Aeroplan program, to extend the 
partnership for several more years. Over 600 merchants are currently enrolled in our 
Aeroplan program. Through Advantex, participating merchants have the opportunity to 
offer benefits to Aeroplan members. 
 
Canadian Imperial Bank of Commerce. Our relationship with CIBC stretches back 
almost two decades, and we were delighted to renew our agreement for the fifth time in 
October 2013. The current agreement has an initial three-year term to September 30, 
2016 and can be renewed, at CIBC’s option, for up to two additional one-year periods.  
 
Toronto-Dominion Bank. We have signed a two-year agreement with TD under 
which TD Aeroplan credit cardholders can now earn extra miles whenever they buy 
goods and services from merchants enrolled with Advantex. We expect the TD program 
to be fully operational by mid-2015. 
 
Caesars Entertainment. We were proud to team up in August 2014 with Caesars 
Entertainment, the international resort and casino operator, to add more than 40 US 
bricks-and-mortar merchants to Caesars’ Total Rewards loyalty program. The agreement 
provides for expansion to several US cities. 
 
Our Merchants 
The 1,700 small and mid-sized independent businesses enrolled in our programs across 
Canada and increasingly in the US are among Advantex’s most valuable assets.  
 
The addition of new partners enables us to offer merchants access to more high-quality 
consumers with above-average incomes. That helps them build their business. Our 



marketing partners -- Aeroplan, CIBC, TD Bank and Caesars Entertainment -- place 
great value on the incremental rewards their customers and members can earn when 
shopping at our merchants. 
 
As mentioned above, improved merchant satisfaction and loyalty are among our key 
goals for the coming year. Our merchants can thus expect exciting enhancements in our 
programs.  
 
We are already making far-reaching changes to our website that enable shoppers to 
locate our merchants more easily. The revamped website will soon put a stronger 
emphasis on access to merchants’ promotions rather than just static information.  
 
Our two bank partners, CIBC and TD, have told us that they plan to invest substantial 
amounts in marketing our joint programs. Plans are well advanced for new initiatives 
that will help our merchants target their promotions at specific groups of consumers in 
specific locations. We expect in the future to increasingly communicate with consumers 
through such targeted devices as text messages and email, rather than less personal -- 
and less effective -- mass mailings. 
 
We are also expanding our digital marketing resources. Our merchants have responded 
enthusiastically to new tools for promotional campaigns through websites, blogs and on 
social media, such as Facebook and Twitter. 
 
The Year Ahead 
We expect that the initiatives outlined above have laid the groundwork for sustainable 
long-term growth. The renewal of existing partnerships on favourable terms and the 
addition of new ones have opened the way for an expansion of our merchant base both in 
Canada and the US. We envisage that this will be a gradual process, given that it will take 
time to ramp up new programs and integrate them into existing operations.  
 
The combination of a growing merchant base, a rising volume of transactions and wider 
geographical coverage should translate into sustainable growth in revenues in the year 
ahead. Loyalty marketing is a multi-billion dollar business in North America and 
Advantex is well positioned to gain a wider share of this market with our proprietary 
technology and our outstanding partners. 
 
Like many other businesses, we have discovered over the past year that adversity can be 
a powerful spur to innovation and efficiency. Advantex is now a stronger, more nimble 
company, and we look forward to an improved financial performance in 2015. 
 
I am deeply grateful to our partners, merchants, employees and investors for making this 
transformation possible. Thank you for your continuing support. 
 
Kelly E. Ambrose  
President and CEO   
Toronto -- October 28, 2014 
 
 
 
 
 



This Letter to Shareholders contains certain “forward-looking information”. All information, other than 
information comprised of historical fact, that addresses activities, events or developments that the company 
believes, expects or anticipates will or may occur in the future constitutes forward-looking information. 
Forward-looking information is typically identified by words such as: anticipate, believe, expect, goal, intend, 
plan, will, may, should, could and other similar expressions. Such forward-looking information relates to, 
without limitation, information regarding the company’s: expectations regarding renewal of agreement with 
Aimia Inc.; belief in its ability to enhance its programs and communication with consumers; belief in its ability 
to improve its future financial performance including revenue growth; belief in its ability to expand its 
merchant base and gain a wider share of the loyalty marketing business in North America; and expectation 
of investment, and its timing, by CIBC / TD in marketing its program. Forward-looking information reflects the 
current expectations or beliefs of the company based on information currently available to the company. 
Forward-looking information is subject to a number of risks, uncertainties and assumptions that may cause 
the actual results of the company to differ materially from those discussed in the forward-looking information, 
and even if such actual results are realized or substantially realized, there can be no assurance that they will 
have the expected consequences to, or effects on the company.  Factors that could cause actual results or 
events to differ materially from current expectations include, without limitation, those listed under “General 
Risks and Uncertainties” and “Economic Dependence” in the company’s Management Discussion and 
Analysis for the fiscal year ended June 30, 2014. All forward-looking information speaks only as of the date 
on which it is made and, except as may be required by applicable securities laws, the company disclaims 
any intent or obligation to update any forward-looking information, whether as a result of new information, 
future events or results or otherwise.  Although the company believes that the assumptions inherent in the 
forward-looking information are reasonable, forward-looking information is not a guarantee of future 
performance and accordingly undue reliance should not be put on such information due to the inherent 
uncertainty therein. 
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