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DIVERSIFIED ROYALTY CORP. 

$50,000,000 

5.25% Convertible Unsecured Subordinated Debentures 

This short form prospectus (the “Prospectus”) qualifies the distribution (the “Offering”) of $50,000,000 
aggregate principal amount of 5.25% convertible unsecured subordinated debentures (the “Initial Debentures”) of 
Diversified Royalty Corp. (“DIV” or the “Corporation”) as well as the 5.25% convertible unsecured subordinated 
debentures of the Corporation issuable under the Over-Allotment Option (as defined below) (the “Over-Allotment 
Debentures” and collectively with the Initial Debentures, the “Debentures”) at a price of $1,000 per Debenture (the 
“Offering Price”). The Debentures will bear interest at an annual rate of 5.25%, payable in Canadian dollars semi-
annually in arrears, on June 30 and December 31 in each year, commencing on June 30, 2018 (each an “Interest 
Payment Date”). The June 30, 2018 interest payment will represent accrued interest from and including the initial 
closing of the Offering, to but excluding June 30, 2018. The Debentures will mature on December 31, 2022 (the 
“Maturity Date”). Further particulars concerning the attributes of the Debentures are set out under “Description of 
the Debentures”. 

Debenture Conversion Privilege 

Each Debenture will be convertible into freely tradeable (as defined herein) common shares (“Common Shares”) of 
the Corporation at the option of the holder thereof (the “Debentureholders”) at any time prior to the close of 
business on the earlier of the business day immediately preceding (i) the Maturity Date, and (ii) the date specified 
for redemption of the Debentures, at a conversion price of $4.55 per Common Share (the “Conversion Price”), 
being a conversion rate of approximately 219.7802 Common Shares per $1,000 principal amount of Debentures, 
subject to adjustment in certain events as described in the trust indenture (the “Debenture Indenture”) between the 
Corporation and Computershare Trust Company of Canada (the “Debenture Trustee”) governing the terms of the 
Debentures. Debentureholders converting their Debentures will receive accrued and unpaid interest on such 
Debentures for the period from and including the last interest payment date (or the date of issue of the Debentures if 
there has not yet been an interest payment date) to, but excluding, the date of conversion. Further particulars 
concerning the conversion privilege, including provisions for the adjustment of the Conversion Price, are set out 
under “Description of the Debentures - Conversion Rights”. 

The Debentures are not redeemable prior to January 1, 2021, except upon the satisfaction of certain 
conditions after a Change of Control (as defined herein) has occurred. On and after January 1, 2021 and prior to 
December 31, 2021, the Debentures may be redeemed by the Corporation, in whole or in part, at a redemption price 



(ii) 

equal to the principal amount thereof plus accrued and unpaid interest, if any, up to but excluding the date of 
redemption, provided that the Current Market Price (as defined herein) on the date on which notice of redemption is 
given is at least 125% of the Conversion Price. On and after December 31, 2021, and prior to maturity, the 
Debentures may be redeemed by the Corporation, in whole or in part, at a redemption price equal to the principal 
amount thereof plus accrued and unpaid interest, if any, up to but excluding the date of redemption. The Corporation 
shall provide not more than 60 days nor less than 30 days prior notice of redemption. See “Description of the 
Debentures - Redemption”.  

The Corporation may, at its option, subject to applicable regulatory and stock exchange approvals and 
provided that no Event of Default (as defined herein) has occurred and is continuing, elect to satisfy its obligation to 
pay, in whole or in part, the principal amount of the Debentures that are to be redeemed or upon maturity, upon not 
less than 30 days and not more than 60 days prior notice, by issuing to the holders thereof that number of freely 
tradeable Common Shares determined by dividing the principal amount of the Debentures being repaid by 95% of 
the Current Market Price on the date of redemption or maturity, as applicable. In addition, subject to applicable 
regulatory and stock exchange approvals, freely tradeable Common Shares may be issued to the Debenture Trustee 
and sold, with the proceeds used to satisfy the obligation to pay interest on the Debentures. See “Description of the 
Debentures - Method of Payment”. 

Price:  $1,000 per Initial Debenture 
 Price to 

Public(1)  
Underwriters’ 

Fee(2)(3)  
Net Proceeds to the 

Corporation(4) 

Per Initial Debenture.......... $1,000  $40.00  $960.00 
Total ................................... $50,000,000  $2,000,000  $48,000,000 

   
(1)  The Offering Price was determined by negotiation between the Lead Underwriter, on behalf of the Underwriters, and the Corporation, with 

reference to the prevailing market price of the Common Shares on the Exchange and other factors.  
(2) The Corporation has agreed to pay the Underwriters a fee of $40.00 per Debenture, or 4.0% of the gross proceeds from the sale of the 

Debentures (the “Underwriters’ Fee”). 
(3) The Corporation has granted to the Underwriters an over-allotment option, exercisable in whole or in part at any time not later than the 30th 

day following the Closing Date, to purchase up to $7,500,000 aggregate principal amount of Over-Allotment Debentures, on the same terms 
as set out above, to cover over-allotments and for market stabilization purposes, if any (the “Over-Allotment Option”). If the Over-
Allotment Option is exercised in full, the total aggregate “Price to the Public”, “Underwriters’ Fee” and “Net Proceeds to the Corporation” 
(before deducting expenses of the Offering) will be $57,500,000, $2,300,000 and $55,200,000, respectively. This Prospectus also qualifies 
the grant of the Over-Allotment Option and the issuance of the Debentures upon exercise, if any, of the Over-Allotment Option. A 
purchaser who acquires Debentures forming part of the Underwriters’ over-allocation position acquires those Debentures under this 
Prospectus, regardless of whether the over-allocation position is ultimately filled through the exercise of the Over-Allotment Option or 
secondary market purchases. See “Plan of Distribution”. 

(4) Before deducting expenses of the Offering which are estimated to be $450,000. The Corporation will pay these expenses and the 
Underwriters’ Fee from the proceeds of the Offering.  

The Corporation was incorporated under the laws of Canada. The Corporation is a multi-royalty 
corporation, engaged in the business of acquiring top-line royalties from well-managed multi-location businesses 
and franchisors in North America. The Corporation’s objective is to acquire predictable, growing royalty streams 
from a diverse group of multi-location businesses and franchisors.  The principal and head office of the Corporation 
is located at Suite 902 – 510 Burrard Street, Vancouver, British Columbia V6C 3A8. The Corporation’s registered 
office is located at 25th Floor, 700 West Georgia Street, Vancouver, British Columbia V7Y 1B3. 

The outstanding Common Shares of the Corporation are traded on the Toronto Stock Exchange (the 
“Exchange”) under the symbol “DIV”. The Exchange has conditionally approved the listing of the Debentures and 
the Common Shares issuable upon conversion of the Debentures on the Exchange. Listing is subject to the 
Corporation fulfilling all of the listing requirements of the Exchange on or before January 19, 2018. On October 16, 
2017, the business day immediately preceding the date of the announcement of the Offering, the closing price of the 
Common Shares on the Exchange was $3.22. On October 27, 2017, the last business day prior to the filing of this 
Prospectus, the closing price of the Common Shares on the Exchange was $3.44. 

There is currently no market through which the Debentures may be sold and purchasers may not be 
able to resell Debentures purchased under this Prospectus. This may affect the pricing of the Debentures in 
the secondary market, the transparency and availability of trading prices, the liquidity of the Debentures, 
and the extent of issuer regulation. See “Risk Factors”. 

The following table sets out the Over-Allotment Option that has been issued to the Underwriters: 



(iii) 

 

Underwriters’ Position 
Maximum Number of 
Securities Available Exercise Period Exercise Price 

Over-Allotment Option $7,500,000 principal 
amount of Debentures 

Not later than the 30th day 
following the Closing Date 

$1,000 per 
Debenture 

The Offering is being made pursuant to an underwriting agreement dated October 23, 2017 (the 
“Underwriting Agreement”) among the Corporation, on the one hand, and CIBC World Markets Inc. (the “Lead 
Underwriter”), BMO Nesbitt Burns Inc., National Bank Financial Inc., Cormark Securities Inc., GMP Securities 
L.P., PI Financial Corp., Canaccord Genuity Corp., Haywood Securities Inc., Industrial Alliance Securities Inc., 
Beacon Securities Limited and Paradigm Capital Inc. (together with the Lead Underwriter, the “Underwriters”), on 
the other hand.  

The Underwriters, as principals, conditionally offer the Debentures, subject to prior sale, if, as and when 
issued by the Corporation and accepted by the Underwriters in accordance with the conditions contained in the 
Underwriting Agreement referred to under “Plan of Distribution” and subject to approval of certain legal matters on 
behalf of the Corporation by Farris, Vaughan, Wills & Murphy LLP and as to certain legal matters on behalf of the 
Underwriters by Stikeman Elliott LLP. The Corporation has been advised by the Underwriters that, in connection 
with the Offering, the Underwriters may effect transactions intended to stabilize or maintain the market price of the 
Debentures at levels other than those which might otherwise prevail in the open market. Those transactions, if 
commenced, may be discontinued at any time.  The Underwriters may offer the Debentures at a lower price 
than the Offering Price.  See “Plan of Distribution”. 

The Canadian chartered bank affiliates of CIBC World Markets Inc. and BMO Nesbitt Burns Inc. have 
acted as lenders to make credit facilities available to certain subsidiaries of the Corporation. Accordingly, under 
applicable securities laws, the Corporation may be considered a “connected issuer” to CIBC World Markets 
Inc. and BMO Nesbitt Burns Inc.  See “Plan of Distribution”. 

Subscriptions for the Debentures will be received subject to rejection or allotment in whole or in part and 
the right is reserved to close the subscription books at any time without notice. The Debentures will be issued 
electronically through the non-certificated inventory system and held by, or on behalf of, CDS Clearing and 
Depository Services Inc. (“CDS”) or its successor (collectively, the “Depository”), as custodian for the direct and 
indirect participants of the Depository. The purchaser of Debentures will receive only a customer confirmation from 
a registered dealer that is a participant in the CDS depository service and from or through which the Debentures are 
purchased. The closing of the Offering is expected to occur on or about November 7, 2017 (the “Closing Date”) or 
such other date as may be agreed upon by the Corporation and the Underwriters, which date shall in any event not 
be later than 42 days after the date of the receipt for the final short form prospectus relating to the Offering. 

The Corporation’s ability to pay cash dividends and the actual amount of such dividends will depend on a 
number of factors, including, among others, the financial performance of the Corporation’s Royalty Partners (as 
defined below), debt covenants and other contractual obligations, interest rates, working capital requirements, future 
capital requirements, foreign currency changes that are not hedged, and the Corporation’s ability to complete future 
acquisitions. The Corporation may be required to supplement its cash dividends from working capital.  In addition, 
the market value of the Common Shares may decline if the Corporation is unable to meet its cash dividend targets in 
the future. See “Risk Factors”. 

An investment in the securities of the Corporation being offered hereunder is speculative and 
involves a high degree of risk and is appropriate only for investors who have the capacity to absorb a loss of 
all of their investment.  The risk factors identified under the heading “Risk Factors” in this Prospectus and in 
other documents incorporated herein by reference should be carefully reviewed and evaluated by prospective 
investors before purchasing the securities being offered hereunder. Potential investors are advised to consult 
their own legal counsel and other professional advisors in order to assess legal, tax and other aspects of an 
investment in the securities being offered hereunder. 

No person is authorized by the Corporation or the Underwriters to provide any information or to 
make any representation other than as contained in this short form prospectus in connection with the issue 
and sale of the securities offered hereunder. 



(iv) 

Unless otherwise indicated, references in this short form prospectus to “$” or “dollars” are to Canadian 
dollars. 
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DOCUMENTS INCORPORATED BY REFERENCE 

Information has been incorporated by reference in this short form prospectus from documents filed 
with securities commissions or similar authorities in Canada. Copies of the documents incorporated herein by 
reference or a copy of the permanent information record may be obtained on request without charge from the Chief 
Financial Officer of Diversified Royalty Corp., Suite 902 – 510 Burrard Street, Vancouver, British Columbia V6C 
3A8 or by accessing the disclosure documents available through the Internet on the System for Electronic Document 
Analysis and Retrieval (SEDAR), which can be accessed at www.sedar.com. 

The following documents of the Corporation, filed with the securities commissions or similar authorities in 
each of the provinces of Canada, are specifically incorporated by reference into and form an integral part of this 
Prospectus, provided that such documents are not incorporated by reference to the extent that their contents are 
modified or superseded by a statement contained in this Prospectus or in any subsequently filed document that is 
also incorporated by reference in this Prospectus, as further described below: 

(a) the annual information form of the Corporation dated March 28, 2017 for the year ended December 31, 
2016; 

(b) the audited annual consolidated financial statements of the Corporation for the years ended December 31, 
2016 and December 31, 2015, together with the auditors’ report thereon and the notes thereto; 

(c) the management’s discussion and analysis of the Corporation for the year ended December 31, 2016;  

(d) the unaudited interim condensed consolidated financial statements of the Corporation for the three and six 
months ended June 30, 2017 and June 30, 2016, together with the notes thereto, with the exception of the 
section titled ‘‘Notice of No Auditor Review of Condensed Consolidated Interim Financial Statements’’; 

http://www.sedar.com/
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(e) the management’s discussion and analysis of the Corporation for the three and six months ended June 30, 
2017; 

(f) the audited annual financial statements of Mr. Lube for the years ended December 31, 2016 and December 
31, 2015, together with the auditors’ report thereon and the notes thereto; 

(g) the management’s discussion and analysis of Mr. Lube for the three and twelve months ended December 
31, 2016;  

(h) the unaudited interim condensed financial statements of Mr. Lube for the three months and nine months 
ended September 30, 2017 and September 30, 2016, together with the notes thereto; 

(i) the management’s discussion and analysis of Mr. Lube for the three and nine months ended September 30, 
2017; 

(j) the unaudited interim condensed financial statements of Sutton Group for the three months and nine months 
ended September 30, 2017 and September 30, 2016, together with the notes thereto; 

(k) the management’s discussion and analysis of Sutton Group for the three and nine months ended September 
30, 2017 and September 30, 2016; 

(l) the material change report of the Corporation dated September 5, 2017 with respect to the acquisition of the 
AIR MILES® Rights; 

(m) the material change report of the Corporation dated October 20, 2017 with respect to the Offering; 

(n) the management information circular of the Corporation dated April 25, 2017 issued in connection with the 
annual and special meeting of the Shareholders held on June 9, 2017; 

(o) the management information circular of the Corporation dated October 11, 2016 issued in connection with 
the special meeting of the Shareholders held on November 10, 2016; and 

(p) the “template version” (as such term is defined in National Instrument 41-101 – General Prospectus 
Requirements of the Canadian Securities Administrators) of the term sheet for the Offering dated October 
17, 2017. 

Any material change reports (excluding confidential material change reports), business acquisition reports, 
annual information forms, interim financial statements, annual financial statements and the auditors’ report thereon, 
management’s discussion and analysis of financial condition and results of operations in respect of the periods 
covered by such interim or annual financial statements and management information circulars (excluding those 
portions that are not required pursuant to National Instrument 44-101 – Short Form Prospectus Distributions of the 
Canadian Securities Administrators (“NI 44-101”) to be incorporated by reference herein) and all other documents 
of the type required by NI 44-101, which are filed by the Corporation with a securities commission or similar 
authority in any of the provinces of Canada, except Quebec after the date of this Prospectus and prior to the 
termination of the Offering, shall be deemed to be incorporated by reference into this Prospectus.  

Any statement contained in this Prospectus or in a document incorporated or deemed to be 
incorporated by reference in this Prospectus shall be deemed to be modified or superseded, for purposes of 
this Prospectus, to the extent that a statement contained herein or in any other subsequently filed document 
that also is or is deemed to be incorporated by reference herein modifies or supersedes that statement. Any 
such modifying or superseding statement need not state that it has modified or superseded a prior statement 
or include any other information set forth in the document that it modifies or supersedes. The making of a 
modifying or superseding statement shall not be deemed an admission for any purposes that the modified or 
superseded statement, when made, constituted a misrepresentation, an untrue statement of a material fact or 
an omission to state a material fact that is required to be stated or that is necessary to make a statement not 
misleading in light of the circumstances in which it was made. Any statement so modified or superseded shall 
not be considered in its unmodified or unsuperseded form to constitute part of this Prospectus; rather only 
such statement as so modified or superseded shall be considered to constitute part of this Prospectus. 
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Neither the Corporation nor the Underwriters have provided, or otherwise authorized any other 
person to provide, investors with information other than as contained or incorporated by reference in this 
Prospectus. If an investor is provided with different or inconsistent information, he or she should not rely on 
it. 

The unaudited interim condensed consolidated financial statements of the Corporation for the three and six 
months ended June 30, 2017 and June 30, 2016 contain a statement that the Corporation’s auditors have not 
performed a review of such financial statements. In advance of the filing of this Prospectus, the Corporation’s 
auditors performed a review of these financial statements. 

MARKETING MATERIALS 

Any “template version” of any “marketing materials” (as such terms are defined under applicable Canadian 
securities laws) that are utilized by the Underwriters in connection with the Offering are not part of this Prospectus 
to the extent that the contents of the template version of the marketing materials has been modified or superseded by 
a statement contained in this Prospectus.  Any template version of any marketing material that has been, or will be, 
filed on SEDAR before termination of the distribution under the Offering (including any amendments to, or an 
amended version of, any template version of any marketing materials) is deemed to be incorporated into this 
Prospectus.  The marketing materials can be viewed under the Corporation’s profile on www.sedar.com.  

FORWARD-LOOKING STATEMENTS  

Certain statements in this Prospectus, and documents incorporated by reference herein, may constitute 
“forward-looking information” within the meaning of applicable securities laws. Such statements involve known 
and unknown risks, uncertainties and other factors which may cause actual results, performance or achievements or 
industry results, to be materially different from any future results, performance or achievements or industry results 
expressed or implied by such forward-looking information. Forward-looking information is generally identified by 
the use of terms and phrases such as “anticipate”, “believe”, “continue”, “could”, “estimate”, “expect”, “intend”, 
“may”, “plan”, “predict”, “project”, “will”, “would”, and similar terms and phrases, including references to 
assumptions. Such information includes, but is not limited to, comments with respect to strategies, expectations, 
planned operations or future actions. Forward-looking information in this Prospectus includes, without limitation, 
statements with respect to expectations, projections or other characterizations of future events or circumstances, and 
DIV’s and its Royalty Partners’ objectives, goals, strategies, beliefs, intentions, plans, estimates, projections and 
outlook, including statements relating to the estimates or predictions of actions of customers, competitors or 
regulatory authorities, and statements regarding DIV’s and its Royalty Partners’ future economic performance. DIV 
has based these forward-looking statements on DIV’s current expectations about future events. Some of the specific 
forward-looking statements in this Prospectus include, but are not limited to, statements with respect to: DIV’s 
expectation of increasing distributable cash per Common Share by making accretive royalty purchases and through 
the growth of purchased royalties; the Corporation’s intention to pay dividends to Shareholders and the expected 
timing of the record and payment dates for monthly dividends; the closing of the Offering and the exercise of the 
over-allotment option; the expected Closing Date; the expected use of proceeds of the Offering; the expected 
expenses of the Offering; the Corporation’s intention to pay the expenses of the Offering from the proceeds thereof; 
the Corporation entering into the Debenture Indenture and the expected terms of the Debenture Indenture and the 
Debentures to be issued thereunder; the listing of the Debentures and the Common Shares issuable pursuant to the 
terms of the Debentures on the Exchange; the investment eligibility of the Common Shares and the Debentures; the 
Corporation’s expectation that the acquisition of additional royalties can be completed with minimal increases in 
general and administrative costs; and the obligation of AM LP to pay some or all of the contingent consideration 
payable under the AIR MILES® APA; and the Corporation obtaining additional debt financing in relation to future 
acquisitions of additional top-line royalties. 

Forward-looking information contained in this Prospectus is based on certain key expectations and 
assumptions made by the Corporation, including, without limitation, expectations and assumptions respecting: 
receipt of regulatory approval for and successful completion of the Offering; the general economy; the payment of 
royalties from Royalty Partners and adjustments thereto; the ability to acquire additional royalties from prospective 
Royalty Partners; the ability to maintain a payout ratio approximating 100% over time; the business strategy, growth 
opportunities, budgets, projected costs, goals, plans and objectives of the Corporation and its Royalty Partners; the 
ability to receive equity and/or debt financing on acceptable terms; tax laws not being changed so as to adversely 
affect DIV’s or its Royalty Partners’ financing capability, operations, activities, structure or distributions; the ability 
of DIV and its Royalty Partners’ to retain and continue to attract qualified and knowledgeable personnel; no material 

http://www.sedar.com/
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changes to government and environmental regulations adversely affecting DIV’s or its Royalty Partners’ operations; 
and competition for acquisitions will be consistent with the current economic climate. Although the forward-looking 
information contained in this Prospectus is based upon what the Corporation’s management believes to be 
reasonable assumptions, the Corporation cannot assure investors that actual results will be consistent with such 
information. Undue reliance should not be placed on the forward-looking information since no assurance can be 
given that it will prove to be correct. 

Forward-looking information reflects current expectations of the Corporation’s management regarding 
future events and operating performance as of the date of this Prospectus. Such information involves significant 
risks and uncertainties, should not be read as guarantees of future performance or results, and will not necessarily be 
accurate indications of whether or not such results will be achieved. A number of factors could cause actual results 
to differ materially from the results discussed in the forward-looking information including, without limitation: the 
Corporation’s high dependency on the operations of Sutton Group, Mr. Lube and LoyaltyOne; the closure of stores 
by Mr. Lube; prevailing yields on similar securities; the Corporation’s reliance on key personnel; dividends are not 
guaranteed and will fluctuate with business performance; dividends are discretionary; possibility of reducing or 
suspending dividend payments when the payout ratio exceeds 100% over time; dependence on business of Royalty 
Partners to fund dividends; the unpredictability and volatility of Common Share prices; dilution of existing 
Shareholders; leverage and restrictive covenants of DIV and its Royalty Partners under their respective credit 
facilities; investment eligibility of the Common Shares and the Debentures; current economic conditions; failure to 
access financing; credit facilities risk; the financial health of the Corporation’s Royalty Partners and cash flows; 
failure to realize anticipated benefits of royalty acquisitions; regulatory risk; regulatory filing and licensing 
requirements; fluctuations in interest rates; competition for royalty acquisition targets; limitations on future growth 
and cash flow; sensitivity to general economic conditions and levels of economic activity; financing constraints; 
foreign exchange exposure; and any residual liability arising from its former St. Ambroise plant or litigation related 
to its past activities.  Readers are cautioned that the foregoing list is not exhaustive. For additional information with 
respect to risks and uncertainties, readers should carefully review and consider the risk factors described under “Risk 
Factors” and elsewhere in this Prospectus.  The information contained in this Prospectus, including the documents 
incorporated by reference herein, identifies additional factors that could affect the operating results and performance 
of the Corporation.  Prospective investors are urged to carefully consider those factors. 

The forward-looking information contained in this Prospectus is expressly qualified in its entirety by this 
cautionary statement. Forward-looking information reflects management’s current beliefs and is based on 
information currently available to the Corporation. The forward-looking information is made as of the date of this 
Prospectus (or in the case of information contained in a document incorporated by reference herein, as of the date of 
such document), and the Corporation assumes no obligation to publicly update or revise such forward-looking 
information to reflect new information, subsequent or otherwise, except as may be required by applicable securities 
law. 

NON-IFRS MEASURES 

In addition to financial measures prescribed by IFRS, “EBITDA”, “Normalized EBITDA” “distributable 
cash” and “same store sales growth” are used as non-IFRS measures in this Prospectus and in documents 
incorporated by reference in this Prospectus. 

References to “EBITDA” in this Prospectus are references to earnings (determined in accordance with 
IFRS) before amounts for interest, taxes and depreciation and amortization. “Normalized EBITDA” is calculated as 
EBITDA before certain items including: share-based compensation, litigation expense, royalty transition credit, 
impairment of intangible asset, other finance income (costs), and fair value adjustment on interest rate swaps. While 
EBITDA and Normalized EBITDA are not a recognized measures under IFRS, management of the Corporation 
believes that, in addition to net income, EBITDA and Normalized EBITDA are a useful supplemental measures as 
they provide investors with an indication of cash available for distribution prior to debt service needs and litigation 
expenditures. Investors should be cautioned, however, that EBITDA and Normalized EBITDA should not be 
construed as an alternative to a statement of cash flows as a measure of liquidity and cash flows. The methodologies 
used by the Corporation to determine EBITDA and Normalized EBITDA may differ from those utilized by other 
issuers or companies and, accordingly, EBITDA and Normalized EBITDA as used in this Prospectus may not be 
comparable to similar measures used by other issuers or companies. Readers are cautioned that EBITDA and 
Normalized EBITDA should not be construed as an alternative to net income or loss determined in accordance with 
IFRS as indicators of an issuer’s performance or to cash flows from operating, investing and financing activities as 
measures of liquidity and cash flows.  
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References to “distributable cash” in this Prospectus are to the amount of money which the Corporation 
expects to have available for distribution to Shareholders and is calculated as Normalized EBITDA less interest 
expense on credit facilities. Distributable cash is not a recognized financial measure under IFRS. However, the 
Corporation believes that distributable cash is a useful measure as it provides investors with an indication of cash 
available for distribution. Investors should be cautioned, however, that distributable cash should not be construed as 
an alternative to the statement of cash flows as a measure of liquidity and cash flows of the Corporation.  The 
Corporation’s method of calculating distributable cash may differ from that of other issuers and companies and, 
accordingly, distributable cash may not be comparable to similar measures used by other issuers or companies.  

References to “same store sales growth” in this Prospectus are to the percentage increase in store sales 
over the prior comparable period that were open in both the current and prior periods, excluding stores that were 
permanently closed. Same store sales growth is a non-IFRS financial measure and does not have a standardized 
meaning prescribed by IFRS. However, the Corporation believes that same store sales growth is a useful measure as 
it provides investors with an indication of the change in year-over-year sales of Mr. Lube locations. DIV’s method 
of calculating same store sales growth may differ from those of other issuers or companies and, accordingly, same 
store sales growth may not be comparable to similar measures used by other issuers or companies. 

For a reconciliation of EBITDA, Normalized EBITDA and distributable cash to the nearest IFRS measure, 
see the Corporation’s management discussion and analysis for the year ended December 31, 2016 and for the three 
and six months ended June 30, 2017 filed under the Corporation’s profile on SEDAR at www.sedar.com and 
incorporated by reference into this Prospectus. 

THIRD PARTY INFORMATION 

This Prospectus includes market share information, industry data and forecasts obtained from independent 
industry publications, market research and analyst reports, surveys and other publicly available sources. Although 
the Corporation and the Underwriters believe these sources to be generally reliable, market and industry data is 
subject to interpretation and cannot be verified with complete certainty due to limits on the availability and 
reliability of raw data, the voluntary nature of the data gathering process and other limitations and uncertainties 
inherent in any statistical survey. Accordingly, the accuracy and completeness of this data is not guaranteed. The 
Corporation and the Underwriters have not independently verified any of the data from third party sources referred 
to in this Prospectus, including any documents incorporated by reference herein, nor ascertained the underlying 
assumptions relied upon by such sources.  

ELIGIBILITY FOR INVESTMENT 

In the opinion of Farris, Vaughan, Wills & Murphy LLP, counsel to the Corporation, and Stikeman Elliott 
LLP, counsel to the Underwriters, based on the current provisions of the Income Tax Act (Canada) (the “Tax Act”) 
and the regulations thereunder (the “Regulations”), provided that on the date hereof the common shares of the 
Corporation are listed on a “designated stock exchange”, as defined in the Tax Act, which currently includes the 
Exchange, the Debentures offered pursuant to this Prospectus and the Common Shares issuable on the conversion, 
redemption or maturity of the Debentures, in all such cases if issued on the date hereof, would be qualified 
investments under the Tax Act and Regulations for trusts governed by registered retirement savings plans 
(“RRSPs”), registered education savings plans (“RESPs”), registered retirement income funds (“RRIFs”), deferred 
profit sharing plans (except, in the case of the Debentures, a deferred profit sharing plan to which the Corporation, 
or an employer that does not deal at arm’s length with the Corporation, has made a contribution), registered 
disability savings plans (“RDSPs”) and tax-free savings accounts (“TFSAs”). 

Notwithstanding that the Debentures and Common Shares may be qualified investments as discussed 
above, if the Debentures or Common Shares are a “prohibited investment” (as defined in the Tax Act) for a TFSA, 
RRSP or RRIF, the holder of the TFSA or the annuitant under the RRSP or RRIF, as the case may be, will be 
subject to a penalty tax as set out in the Tax Act. The Debentures and Common Shares will not be a prohibited 
investment provided the holder or annuitant, as the case may be, deals at arm’s length with the Corporation for 
purposes of the Tax Act and does not have a “significant interest” (as defined in the Tax Act) in the Corporation. In 
addition, a Common Share will not be a “prohibited investment” if the Common Share is “excluded property” (as 
defined in the Tax Act) for a trust governed by a TFSA, RRSP or RRIF. On September 8, 2017, the Minister of 
Finance (Canada) released proposed legislation to amend the Tax Act to have the “prohibited investment” rules and 
other anti-avoidance rules that are currently applicable to RRSPs, RRIFs and TFSAs also apply to RESPs and 

http://www.sedar.com/
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RDSPs. These proposals are intended to apply to transactions occurring and investments acquired after March 22, 
2017, subject to certain transitional rules. 

Prospective purchasers who intend to hold Securities in their TFSA, RRSP, RRIF, RESP or RDSP 
should consult their own tax advisors regarding their particular circumstances. 
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SUMMARY OF THE OFFERING 

The following is only a brief summary of the principal features of the Offering and is qualified in its 
entirety by the more detailed information appearing elsewhere, or incorporated by reference, in this Prospectus. For 
a more detailed description of the terms of the Debentures, see “Description of the Debentures” and see the 
Debenture Indenture.  For an explanation of certain terms and abbreviations used in this Prospectus and not 
otherwise defined, please refer to the “Glossary” below. 

Offering: $50,000,000 aggregate principal amount of Debentures ($57,500,000 assuming the 
exercise in full of the Over-Allotment Option). 

Offering Price: $1,000 per Debenture. 

Over-Allotment Option: The Corporation has granted to the Underwriters the Over-Allotment Option to 
purchase up to 15% of the Debentures issued at a price of $1,000 per Debenture on 
the same terms and conditions as the Offering, exercisable in whole or in part and 
at any time not later than the 30th day following the Closing Date, to cover over-
allotments and for market stabilization purposes, if any. 

Use of Proceeds: The Corporation intends to use the net proceeds of the Offering for funding 
potential future acquisitions and may be used for, among other things, funding of 
general administration expenses and salaries, lease payments, payment of deposits 
for potential acquisitions and to fund working capital. See “Use of Proceeds”. 

Listing and Trading: The Exchange has conditionally approved the listing of the Debentures and the 
Common Shares issuable upon conversion of the Debentures on the Exchange. 
Listing is subject to the Corporation fulfilling all of the listing requirements of the 
Exchange on or before January 19, 2018. 

Closing Date: On or about November 7, 2017, but in any event no later than 42 days after the date 
of the receipt for the final short form prospectus relating to the Offering. 

Risk and Uncertainties 

 

An investment in Debentures and/or the Common Shares issuable upon the 
conversion of Debentures is subject to a number of risks that should be considered 
by a prospective purchaser. An investment in the Debentures should be considered 
speculative due to various factors and should only be made by persons who can 
afford the total loss of their investment. An investment in the Debentures and/or 
Common Shares involves certain risks which should be carefully considered by 
prospective investors. See “Risk Factors” and “Forward-Looking Statements”. 

Maturity Date: December 31, 2022. 

Interest: 5.25% per annum. Interest on the Debentures is payable semi-annually in arrears 
on June 30 and December 31 of each year, commencing June 30, 2018, subject to 
the subordination provisions of the Debentures. The first interest payment on June 
30, 2018 is required to include interest accrued from and including the Closing 
Date to, but excluding, June 30, 2018. 

Subject to receipt of applicable regulatory and stock exchange approvals and 
provided that no Event of Default has occurred and is continuing, the Corporation 
may elect to satisfy, in whole or in part, its obligation to pay interest on the 
Debentures by issuing and delivering freely tradeable Common Shares to the 
Debenture Trustee to be sold by the Debenture Trustee, with the proceeds used to 
pay interest owing on the Debentures. See “Description of the Debentures - 
Method of Payment”. 

Conversion: Each Debenture will be convertible into freely tradeable Common Shares at the 
option of the holder thereof at any time prior to the close of business on the 
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business day immediately preceding the earlier of the Maturity Date and the date 
specified by the Corporation for redemption of the Debentures, at the Conversion 
Price of $4.55 per Common Share, being a conversion rate of approximately 
219.7802 Common Shares per $1,000 principal amount of Debentures, subject to 
adjustment in certain events. Holders converting their Debentures will be entitled 
to receive, subject to the subordination provisions of the Debentures, accrued and 
unpaid interest on such Debentures for the period from and including the last 
Interest Payment Date (or the date of issue of the Debentures if there has not yet 
been an Interest Payment Date) to, but excluding, the date of conversion. Further 
particulars concerning the conversion privilege, including provisions for the 
adjustment of the Conversion Price, are set out under “Description of the 
Debentures - Conversion Rights”. 

“freely tradeable” will be defined in the Debenture Indenture to mean in respect 
of any Common Shares or any other securities of the Corporation or any other 
person, as the case may be, that they (i) may be issued without the necessity of 
filing a prospectus or any other similar offering document (other than such 
prospectus or similar offering document that has already been filed) under 
applicable Canadian securities legislation and such issue does not constitute a 
distribution (other than a distribution already qualified by prospectus or similar 
offering document or that is otherwise exempt from prospectus requirements) 
under applicable securities legislation; and (ii) can be traded in Canada by the 
holder thereof without any restriction under applicable securities legislation, such 
as hold periods, except in the case of a control distribution (as defined in the 
applicable securities legislation) or any other trade prohibited under insider trading 
rules of applicable securities legislation. 

Redemption: The Debentures are not redeemable prior to January 1, 2021, except upon the 
satisfaction of certain conditions after a Change of Control has occurred. On and 
after January 1, 2021 and prior to December 31, 2021, the Debentures may be 
redeemed by the Corporation, in whole or in part, at a redemption price equal to the 
principal amount thereof plus accrued and unpaid interest, if any, up to but 
excluding the date of redemption, provided that the Current Market Price on the 
date on which notice of redemption is given is at least 125% of the Conversion 
Price. On and after December 31, 2021, and prior to maturity, the Debentures may 
be redeemed by the Corporation, in whole or in part, at a redemption price equal to 
the principal amount thereof plus accrued and unpaid interest, if any, up to but 
excluding the date of redemption. The Corporation shall provide not more than 60 
days nor less than 30 days prior notice of redemption. See “Description of the 
Debentures - Redemption”. 

“Current Market Price” will be defined in the Debenture Indenture to mean the 
volume-weighted average trading price per Common Share for the 20 consecutive 
trading days, ending on the fifth trading day preceding the date of determination, 
on the Exchange (or, if the Common Shares are not listed on the Exchange, on such 
stock exchange on which the Common Shares are listed as may be selected for 
such purpose by the board of directors of the Corporation, or if the Common 
Shares are not listed on any stock exchange, then on the over-the-counter market, 
provided that if no such prices are available, Current Market Price will be the fair 
value of the Common Shares as reasonably determined by the board of directors of 
the Corporation). The volume weighted average trading price shall be determined 
by dividing the aggregate sale price of all Common Shares sold on the said 
exchange or market, as the case may be, during the said 20 consecutive trading 
days by the total number of Common Shares so sold. 

Payment upon Redemption 
or Maturity: 

On redemption or at maturity of the Debentures, the Corporation will be required to 
repay the indebtedness represented by the Debentures by paying to the Debenture 
Trustee in lawful money of Canada an amount equal to the principal amount of the 
outstanding Debentures, together with accrued and unpaid interest thereon. 
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The Corporation may, at its option, on not more than 60 days and not less than 30 
days prior notice, subject to applicable regulatory and stock exchange approvals 
and provided no Event of Default has occurred and is continuing, elect to satisfy its 
obligation to repay all or any portion of the principal amount of the Debentures that 
are to be redeemed or that are to mature, by issuing and delivering to the holders 
thereof that number of freely tradeable Common Shares determined by dividing the 
principal amount of the Debentures being repaid by 95% of the Current Market 
Price on the date of redemption or maturity, as applicable. No fractional Common 
Shares will be issued on redemption or at maturity but in lieu thereof the 
Corporation will be required, subject to the subordination provisions of the 
Debentures, to satisfy fractional interests by a cash payment equal to the Current 
Market Price multiplied by the fractional Common Share, less any taxes required to 
be deducted or withheld, provided however the Corporation will not be required to 
make any payment of less than $10.00. See “Description of the Debentures - 
Method of Payment”. 

Change of Control Within 30 days following the occurrence of a Change of Control, the Corporation 
will be required, subject to the subordination provisions of the Debentures, to make 
an offer in writing to purchase all of the Debentures then outstanding (the 
“Debenture Offer”), at a price equal to 101% of the principal amount thereof plus 
accrued and unpaid interest earned thereon up to, but excluding, the date of 
acquisition (the “Debenture Offer Price”). If 90% or more of the aggregate 
principal amount of the Debentures outstanding (excluding any Debentures owned 
directly or indirectly by the Corporation or a subsidiary of the Corporation) on the 
date of the giving of notice of the Change of Control have been tendered to the 
Corporation pursuant to a Debenture Offer, the Corporation will have the right to 
redeem all of the remaining Debentures at the Debenture Offer Price. “Change of 
Control” will be defined in the Debenture Indenture to mean the acquisition by any 
person, or group of persons acting jointly or in concert, of voting control or 
direction of more than 66⅔% of the outstanding voting securities of the 
Corporation and, for greater certainty, excludes an acquisition, merger, 
reorganization, amalgamation, arrangement, combination or other similar 
transaction involving the Corporation if immediately after the closing of such 
transaction no person, or group of persons acting jointly or in concert, holds voting 
control or direction over more than 66⅔% of the outstanding voting securities of 
the Corporation or the successor entity resulting from such transaction. See 
“Description of the Debentures - Change of Control”. 

Subject to regulatory approval, if a Change of Control occurs in which 10% or 
more of the consideration for the Common Shares consists of: (i) cash, (ii) equity 
securities that are not traded or expected to be traded immediately following such 
transaction on a stock exchange; or (iii) other property that is not traded or intended 
to be traded immediately following such transaction on a stock exchange, 
Debentureholders will be entitled to convert their Debentures and will, depending 
on the timing and terms of the transaction, be entitled to receive, subject to and 
upon completion of the Change of Control, in addition to the number of Common 
Shares they would otherwise be entitled to receive upon conversion, an additional 
number of Common Shares as outlined in the table under “Description of the 
Debentures - Change of Control”. 

Subordination The payment of the principal of, and interest on, the Debentures will be 
subordinated and postponed in right of payment, as set forth in the Debenture 
Indenture, to the full and final payment of all Senior Indebtedness (as defined 
herein), including indebtedness to trade and other creditors of the Corporation. The 
Debentures will not limit the ability of the Corporation to incur additional 
indebtedness, including indebtedness that ranks senior to the Debentures, or from 
mortgaging, pledging or charging its properties to secure any indebtedness. See 
“Description of the Debentures - Subordination”. 
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GLOSSARY 

In this Prospectus, the following words and phrases have the following meanings unless the context 
otherwise requires: 

“ADS” has the meaning ascribed to it under “Corporate Structure – Royalty Partners”; 

“affiliate” has the meaning provided for in the CBCA, read as if the word “body corporate” includes a trust, 
partnership, limited liability company or other form of business organization; 

“AIF” means the annual information form of the Corporation dated March 28, 2017 for the year ended December 
31, 2016, a copy of which is available on SEDAR at www.sedar.com;  

“Aimia” has the meaning ascribed to it under “Recent Developments - Canadian AIR MILES® Acquisition - 
Overview”; 

“AIR MILES® Acquisition” has the meaning ascribed to it under “Recent Developments - Canadian AIR 
MILES® Acquisition - Overview”; 

“AIR MILES® APA” has the meaning ascribed to it under “Recent Developments - Canadian AIR MILES® 
Acquisition - Overview”; 

“AIR MILES® Licenses” has the has the meaning ascribed to it under “Recent Developments - Canadian AIR 
MILES® Acquisition - Overview”; 

“AIR MILES® Marks” means the registered and unregistered trademarks, service marks, brands, certification 
marks, logos, trade dress, trade names, business names, Uniform Resource Locator, domain names and other similar 
indicia of source or origin and all registrations, applications for registration, and renewals thereof related to the AIR 
MILES® program in Canada subsisting as of August 25, 2017; 

“AIR MILES® Marks License” has the meaning ascribed to it under “Recent Developments - Canadian AIR 
MILES® Acquisition - AIR MILES® Licenses”; 

“AIR MILES® Reward Program” has the meaning ascribed to it under “Corporate Structure – Royalty Partners – 
LoyaltyOne, Co.”; 

“AIR MILES® Rights” means, collectively, the AIR MILES® Scheme and the AIR MILES® Marks; 

“AIR MILES® Royalty” has the meaning ascribed to it under “Recent Developments - Canadian AIR MILES® 
Acquisition - Overview”; 

“AIR MILES® Scheme” means the know-how, processes, trade secrets, confidential information, unpatented 
inventions, studies and data, marketing strategies, sponsor and/or supplier information, manuals, technology, 
research and development reports, technical information, technical assistance and similar materials recording or 
evidencing expertise or information, advertising and promotional materials and other intellectual property related to 
the AIR MILES® program in Canada; 

“AIR MILES® Scheme License” has the meaning ascribed to it under “Recent Developments - Canadian AIR 
MILES® Acquisition - AIR MILES® Licenses”; 

“allowable capital loss” has the meaning ascribed to it under “Certain Canadian Federal Income Tax Considerations 
- Taxation of Capital Gains and Capital Losses”; 

“AM Credit Agreement” has the meaning ascribed to it under “Recent Developments - Canadian AIR MILES® 
Acquisition – AM Credit Agreement”; 

“AM GP” means AM Royalties GP Inc., a corporation incorporated pursuant to the laws of British Columbia, and 
the general partner of AM LP; 

http://www.sedar.com/
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“AM GP Units” means general partner units of AM LP; 

“AM LP” means AM Royalties Limited Partnership, a limited partnership formed pursuant to the laws of the 
Province of British Columbia; 

“AM LP Units” means the ordinary limited partnership units of AM LP; 

“AM Operating Loan” has the meaning ascribed to it under “Recent Developments - Canadian AIR MILES® 
Acquisition - Overview”; 

“AM Term Loan” has the meaning ascribed to it under “Recent Developments - Canadian AIR MILES® 
Acquisition - Overview”; 

“BMO” means the Bank of Montreal; 

“Cash Offer Price” has the meaning ascribed to it under “Description of the Debentures – Change of Control”; 

“CBCA” means the Canada Business Corporations Act and the regulations thereto, as amended; 

“CDS” means CDS Clearing and Depository Services Inc.; 

“CGNHRC Committee” has the meaning ascribed to it under “Prior Sales”; 

“Closing” means the closing of the Offering; 

“Closing Date” has the meaning ascribed to it on the cover page of this Prospectus;  

“Common Share” has the meaning ascribed to it on the cover page of this Prospectus; 

“Common Share Interest Payment Election” has the meaning ascribed to it under “Description of the Debentures 
– Method of Payment – Interest Payment Election”; 

“Conversion Price” has the meaning ascribed to it on the cover page of this Prospectus; 

“Corporation” means Diversified Royalty Corp., a corporation incorporated under the CBCA and, where the 
context requires, will also refer to one or more of its direct and indirect subsidiaries; 

“CRA” has the meaning ascribed to it under “Certain Canadian Federal Income Tax Considerations”;  

“Current Market Price” has the meaning ascribed to it under “Summary of the Offering”;  

“Debentureholders” has the meaning ascribed to it on the cover page of this Prospectus; 

“Debentures” has the meaning ascribed to it on the cover page of this Prospectus; 

“Debenture Certificates” has the meaning ascribed to it under “Description of the Debentures – Book Based 
System for Debentures”; 

“Debenture Indenture” has the meaning ascribed to it on the cover page of this Prospectus; 

“Debenture Trustee” has the meaning ascribed to it on the cover page of this Prospectus; 

“Debenture Offer” has the meaning ascribed to it under “Summary of the Offering”; 

“Debenture Offer Price” has the meaning ascribed to it under “Summary of the Offering”; 

“Depository” has the meaning ascribed to it on the cover page of this Prospectus; 

“distributable cash” has the meaning ascribed to it under “Non-IFRS Measures”; 

“DRIP” has the meaning ascribed to it under “Dividend Policy – Dividend Reinvestment Plan”; 
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“EBITDA” has the meaning ascribed to it under “Non-IFRS Measures”; 

“Effective Date” has the meaning ascribed to it under “Description of the Debentures – Change of Control”; 

“Event of Default” has the meaning ascribed to it under “Description of the Debentures – Events of Default and 
Waiver”; 

“Exchange” means the Toronto Stock Exchange; 

“freely tradeable” has the meaning ascribed to it under “Summary of the Offering”; 

“Holder” has the meaning ascribed to it under “Certain Canadian Federal Income Tax Considerations”; 

“IFRS” means International Financial Reporting Standards in Canada; 

“Ineligible Consideration” has the meaning ascribed to it under “Description of the Debentures – Conversion 
Rights”; 

“Initial Debentures” has the meaning ascribed to it on the cover page of this Prospectus;  

“Interest Obligation” has the meaning ascribed to it under “Description of the Debentures – Method of Payment – 
Interest Payment Election”; 

“Interest Payment Date” has the meaning ascribed to it on the cover page of this Prospectus; 

“Lead Underwriter” has the meaning ascribed to it on the cover page of this Prospectus; 

“LoyaltyOne” has the meaning ascribed to it under “Corporate Structure – Royalty Partners – LoyaltyOne, Co.”;  

“Make-Whole Premium” has the meaning ascribed to it under “Description of the Debentures – Change of 
Control”; 

“Maturity Date” means December 31, 2022; 

“Maxam” means Maxam Capital Corp.; 

“ML Acquisition Agreement” means the acquisition agreement dated July 23, 2015, among the Corporation, Mr. 
Lube and ML LP with respect to, among other things, the purchase and sale of the ML Rights; 

“ML Business” means the business of franchising, licensing and operating automotive maintenance businesses that 
use the ML Rights and all activities related thereto;  

“ML Class A LP Units” means the Class A limited partner units in the capital of ML LP which have the rights, 
privileges, restrictions and conditions set out in the ML LP Agreement; 

“ML Class B LP Units” means the Class B limited partner units in the capital of ML LP which have the rights, 
privileges, restrictions and conditions set out in the ML LP Agreement; 

“ML Class C LP Units” means the Class C limited partner units in the capital of ML LP which have the rights, 
privileges, restrictions and conditions set out in the ML LP Agreement; 

“ML Class D LP Units” means the Class D limited partner units in the capital of ML LP which have the rights, 
privileges, restrictions and conditions set out in the ML LP Agreement; 

“ML Class E LP Units” means the Class E limited partner units in the capital of ML LP which have the rights, 
privileges, restrictions and conditions set out in the ML LP Agreement; 

“ML Class F LP Units” means the Class F limited partner units in the capital of ML LP which have the rights, 
privileges, restrictions and conditions set out in the ML LP Agreement; 
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“ML Credit Agreement” means the credit agreement dated August 19, 2015 between ML LP and a Canadian 
chartered bank providing for the ML Operating Loan and the ML Term Loan; 

“ML Credit Agreement Amendment” has the meaning ascribed to it under “Recent Developments - Amendment 
of ML Credit Agreement”; 

“ML Exchange Agreement” means the exchange agreement dated August 19, 2015 among the Corporation, ML 
GP and Mr. Lube;  

“ML GP” means ML Royalties GP Inc., a corporation incorporated pursuant to the laws of British Columbia, and 
the general partner of ML LP; 

“ML Licence and Royalty Agreement” means the licence and royalty agreement dated August 19, 2015 between 
ML LP and Mr. Lube providing for, among other things, the licence by ML LP to Mr. Lube of the right to use of the 
ML Rights, and the payment by Mr. Lube to ML LP of a royalty as specified therein for the use of the ML Rights; 

“ML LP” means ML Royalties Limited Partnership, a limited partnership formed pursuant to the laws of the 
Province of British Columbia; 

“ML LP Agreement” means the amended and restated agreement of limited partnership of ML LP dated August 
19, 2015 among ML GP, Mr. Lube and the Corporation; 

“ML GP Units” means general partner units of ML LP; 

“ML LRA Amendment” has the meaning ascribed to it under “Recent Developments – Amendment of ML Licence 
and Royalty Agreement”; 

“ML Marks” means all registered and unregistered trade-marks (including service marks, logos, brand names, 
certification marks, trade names, trade dress and applications for registration) used in the ML Business, and all trade 
names confusingly similar to any of the foregoing trade-marks, if any, used in the ML Business, and all goodwill 
associated with all of the foregoing, but excluding the Canadian trademarks for “Mr. Detail” and “Mr. Wash”; 

“ML Operating Loan” means the revolving operating loan of approximately $1.0 million made available to ML LP 
under the ML Credit Agreement; 

“ML Ordinary LP Units” means the ordinary limited partner units in the capital of ML LP which have the rights, 
privileges, restrictions and conditions set out in the ML LP Agreement; 

“ML Rights” means all of Mr. Lube’s right, title and interest, in and to the ML Marks and the ML Works; 

“ML Term Loan” means the term loan in an aggregate principal amount of approximately $34,600,000 made to 
ML LP under the ML Credit Agreement; 

“ML Works” mean all works protected by copyright that are used in connection with the ML Business, including 
all standards, specifications, documentation, manuals, advertising materials and promotional materials relating to the 
ML Business, but specifically excluding any software; 

“Mr. Lube” means Mr. Lube Canada Limited Partnership, a limited partnership formed pursuant to the laws of the 
Province of British Columbia; 

“NI 44-101” means National Instrument 44-101 – Short Form Prospectus Distributions of the Canadian Securities 
Administrators; 

“Normalized EBITDA” has the meaning ascribed to it under “Non-IFRS Measures”; 

“Offering” has the meaning ascribed to it on the cover page of this Prospectus; 

“Offering Price” has the meaning ascribed to it on the cover page of this Prospectus; 

“Over-Allotment Debentures” has the meaning ascribed to it on the cover page of this Prospectus; 



- 14 - 

“Over-Allotment Option” has the meaning ascribed to it on the cover page of this Prospectus; 

“Participant” has the meaning ascribed to it under “Description of the Debentures – Book Based System for 
Debentures”; 

“Proposed Amendments” has the meaning ascribed to it under “Certain Canadian Federal Income Tax 
Considerations”; 

“Prospectus” means this short form prospectus; 

“Regulations” has the meaning ascribed to it under “Eligibility for Investment”; 

“Royalty Partners” has the meaning ascribed to it under “Business of the Corporation”; 

“RDSPs” has the meaning ascribed to it under “Eligibility for Investment”; 

“RESPs” has the meaning ascribed to it under “Eligibility for Investment”; 

“RRIFs” has the meaning ascribed to it under “Eligibility for Investment”; 

“RRSPs” has the meaning ascribed to it under “Eligibility for Investment”; 

“RSUs” has the meaning ascribed to it under “Description of the Common Shares”; 

“same store sales growth” has the meaning ascribed to it under “Non-IFRS Measures”; 

“Securities” has the meaning ascribed to it under “Certain Canadian Federal Income Tax Considerations”; 

“SEDAR” means the System for Electronic Document Analysis and Retrieval, which can be accessed at 
www.sedar.com; 

“Seller” has the meaning ascribed to it under “Recent Developments - Canadian AIR MILES® Acquisition - 
Overview”; 

“Senior Creditor” has the meaning ascribed to it under “Description of the Debentures - Subordination”; 

“Senior Indebtedness” has the meaning ascribed to it under “Description of the Debentures - Subordination”; 

“SGRS Business” means the business of franchising and licensing Sutton Group Franchises as carried on by Sutton 
Group and activities related thereto; 

“SGRS Class A LP Units” means the Class A limited partner units in the capital of SGRS LP which have the 
rights, privileges, restrictions and conditions set out in the SGRS LP Agreement; 

“SGRS Class B LP Units” means the Class B limited partner units in the capital of SGRS LP which have the rights, 
privileges, restrictions and conditions set out in the SGRS LP Agreement; 

“SGRS Class C LP Units” means the Class C limited partner units in the capital of SGRS LP which have the rights, 
privileges, restrictions and conditions set out in the SGRS LP Agreement; 

“SGRS Class D LP Units” means the Class D limited partner units in the capital of SGRS LP which have the 
rights, privileges, restrictions and conditions set out in the SGRS LP Agreement; 

“SGRS Class E LP Units” means the Class E limited partner units in the capital of SGRS LP which have the rights, 
privileges, restrictions and conditions set out in the SGRS LP Agreement; 

“SGRS Credit Agreement” means the credit agreement dated June 19, 2015 between SGRS LP and a Canadian 
chartered bank providing for the SGRS Operating Loan and the SGRS Term Loan; 

“SGRS Credit Agreement Amendment” has the meaning ascribed to it under “Recent Developments - 
Amendment of SGRS Credit Agreement”; 

http://www.sedar.com/
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“SGRS Exchange Agreement” means the exchange agreement dated June 19, 2015 between the Corporation, 
SGRS GP and Sutton Group; 

“SGRS GP” means SGRS Royalties GP Inc., a corporation incorporated pursuant to the laws of British Columbia, 
and the general partner of SGRS LP; 

“SGRS GP Units” means general partner units of SGRS GP; 

“SGRS IP” means all intellectual property (excluding trademarks) pertaining to or used in connection with the 
SGRS Business, including, without limitation, all trade secrets, patented technology, domain names, know-how and 
show-how, and the uniform standards, methods, procedures, and specifications regarding the establishment and 
operation of Sutton Group Franchises, and all copyrights (whether in print, electronic or other form) containing such 
know-how, show-how, standards, methods, procedures, and specifications, as well as all copyrights in all advertising 
and promotional materials used in connection with the SGRS Business, but excludes, for greater certainty, the SGRS 
Marks and the certain excluded intellectual property of the Sutton Group; 

“SGRS Licence and Royalty Agreement” means the licence and royalty agreement dated June 19, 2015 between 
SGRS LP and Sutton Group providing for, among other things, the licence by SGRS LP to Sutton Group of the right 
to use of the SGRS Rights, and the payment by Sutton Group to SGRS LP of a royalty as specified therein for the 
use of the SGRS Rights; 

“SGRS LP” means SGRS Royalties Limited Partnership, a limited partnership formed pursuant to the laws of the 
Province of British Columbia; 

“SGRS LP Agreement” means the amended and restated agreement of limited partnership of SGRS LP dated May 
30, 2016 among SGRS GP, Sutton Group and the Corporation; 

“SGRS Marks” means all registered and unregistered trademarks (including service marks, logos, brand names, 
trade dress and pending applications for registration) and all certification marks, if any, used in the SGRS Business, 
and all trade names confusingly similar to any of the foregoing trade mark or certification marks, if any, used in the 
SGRS Business, and all goodwill associated therewith or appurtenant thereto; 

“SGRS Operating Loan” means the revolving operating loan of approximately $500,000 made available to SGRS 
LP under the SGRS Credit Agreement; 

“SGRS Ordinary LP Units” means the ordinary limited partner units in the capital of SGRS LP which have the 
rights, privileges, restrictions and conditions set out in the SGRS LP Agreement; 

“SGRS Rights” means collectively, the SGRS Marks and SGRS IP; 

“SGRS Term Loan” means the term loan in an aggregate principal amount of approximately $6,300,000 made to 
SGRS LP under the SGRS Credit Agreement; 

“Shareholders” means the holders of Common Shares; 

“Sutton Group” means Sutton Group Realty Services Ltd., a corporation amalgamated under the laws of Canada; 

“Sutton Group Acquisition Agreement” means the acquisition agreement dated June 9, 2015, among the 
Corporation, Sutton Group and SGRS LP with respect to, among other things, the purchase and sale of the SGRS 
Rights; 

“Sutton Group Franchises” means any person directly or indirectly licensed by Sutton Group to use and display in 
its operation the SGRS Marks; 

“subsidiary” has the meaning provided for in the CBCA, read as if the word “body corporate” includes a trust, 
partnership, limited liability company or other form of business organization;  

“Tax Act” means the Income Tax Act (Canada) and the regulations thereunder, as amended; 

“taxable capital gain” has the meaning ascribed to it under “Certain Canadian Federal Income Tax Considerations 
– Taxation of Capital Gains and Capital Losses”; 
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“TFSAs” has the meaning ascribed to it under “Eligibility for Investment”; 

“Underwriters” means CIBC World Markets Inc., BMO Nesbitt Burns Inc., National Bank Financial Inc., Cormark 
Securities Inc., GMP Securities L.P., PI Financial Corp., Canaccord Genuity Corp., Haywood Securities Inc., 
Industrial Alliance Securities Inc., Beacon Securities Limited and Paradigm Capital Inc.; 

“Underwriters’ Fee” has the meaning ascribed to it on the cover page of this Prospectus;  

“Underwriting Agreement” means the underwriting agreement dated October 23, 2017 among the Corporation and 
the Underwriters; and 

“U.S. Securities Act” has the meaning ascribed to it on the cover page of this Prospectus. 
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CORPORATE STRUCTURE 

Diversified Royalty Corp. 

The Corporation was incorporated under the CBCA on July 29, 1992 under the name Bennett 
Environmental Inc. On June 22, 2012, the Shareholders approved a change of name from Bennett Environmental 
Inc. to BENEV Capital Inc.  On September 18, 2014, the Shareholders approved a change of name from BENEV 
Capital Inc. to Diversified Royalty Corp. On June 25, 2015, the Shareholders approved an amendment to the 
Corporation’s articles to change the province in which the Corporation’s registered office is situated from the 
Province of Ontario to the Province of British Columbia, which amendment was made effective to the Corporation’s 
articles on July 2, 2015. 

The principal and head office of the Corporation is located at Suite 902 – 510 Burrard Street, Vancouver, 
British Columbia, V6C 3A8.  The Corporation’s registered office is located at 25th Floor, 700 West Georgia Street, 
Vancouver, British Columbia, V7Y 1B3. 

The Corporation’s current material subsidiaries are SGRS LP, SGRS GP, ML LP, ML GP, AM LP and AM 
GP. The Corporation’s current Royalty Partners are Sutton Group, Mr. Lube and LoyaltyOne.  

SGRS Royalties Limited Partnership 

SGRS LP is a limited partnership formed by the Corporation under the laws of the Province of British 
Columbia on June 8, 2015 for the initial purpose of acquiring the SGRS Rights pursuant to the Sutton Group 
Acquisition Agreement.  The Corporation holds 8,834,702 SGRS Ordinary LP Units (representing 100% of the 
issued and outstanding SGRS Ordinary LP Units). In addition, Sutton Group holds 99,544,608 SGRS Class A LP 
Units, 100,000,000 SGRS Class B LP Units, 100,000,000 SGRS Class C LP Units, 100,000,000 SGRS Class D LP 
Units and 100,000,000 SGRS Class E LP Units (representing 100% of the issued and outstanding SGRS Class A LP 
Units, SGRS Class B LP Units, SGRS Class C LP Units, SGRS Class D LP Units and SGRS Class E LP Units, 
respectively). SGRS GP holds 100 SGRS GP Units (representing 100% of the issued and outstanding SGRS GP 
Units). The SGRS Class A LP Units, SGRS Class B LP Units, SGRS Class C LP Units, SGRS Class D LP Units and 
SGRS Class E LP Units are exchangeable for Common Shares in accordance with the terms of the SGRS LP 
Agreement and the SGRS Exchange Agreement.  See “Description of Subsidiaries – Description of SGRS LP – 
Royalty Increases and Exchange Limits” and “– SGRS Exchange Agreement” in the AIF. At present, no SGRS 
Class A LP Units, SGRS Class B LP Units, SGRS Class C LP Units, SGRS Class D LP Units or SGRS Class E LP 
Units are immediately exchangeable for Common Shares. 

SGRS Royalties GP Inc. 

SGRS GP, a company incorporated under the laws of the Province of British Columbia, is the general 
partner of SGRS LP.  The Corporation owns 99% (99 common shares) of the issued and outstanding common shares 
of SGRS GP, and the remaining 1% (one common share) is owned by Sutton Group. 

ML Royalties Limited Partnership 

ML LP is a limited partnership formed by the Corporation under the laws of the Province of British 
Columbia on July 22, 2015 for the initial purpose of acquiring the ML Rights pursuant to the ML Acquisition 
Agreement.  The Corporation holds 38,707,778 ML Ordinary LP Units (representing 100% of the issued and 
outstanding ML Ordinary LP Units). In addition, Mr. Lube holds 100,000,000 ML Class B LP Units, 100,000,000 
ML Class C LP Units, 100,000,000 ML Class D LP Units, 100,000,000 ML Class E LP Units and 100,000,000 ML 
Class F LP Units (representing 100% of the issued and outstanding ML Class B LP Units, ML Class C LP Units, 
ML Class D LP Units, ML Class E LP Units, and ML Class F LP Units respectively).  ML GP holds 100 ML GP 
Units (representing 100% of the issued and outstanding ML GP Units). The ML Class B LP Units, ML Class C LP 
Units, ML Class D LP Units, ML Class E LP Units and ML Class F LP Units are exchangeable for Common Shares 
in accordance with the terms of the ML LP Agreement and the ML Exchange Agreement.  See “Description of 
Subsidiaries – Description of ML LP – Royalty Increases and Exchange Limits” and “– ML Exchange Agreement” 
in the AIF. At present, no ML Class A LP Units are issued and outstanding and no ML Class B LP Units, ML Class 
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C LP Units, ML Class D LP Units, ML Class E LP Units or ML Class F LP Units are immediately exchangeable for 
Common Shares. 

ML Royalties GP Inc. 

ML GP, a company incorporated under the laws of the Province of British Columbia, is the general partner 
of ML LP.  The Corporation owns 99% (99 common shares) of the issued and outstanding common shares of ML 
GP, and the remaining 1% (one common share) is owned by Mr. Lube. 

AM Royalties Limited Partnership 

AM LP is a limited partnership formed by the Corporation under the laws of the Province of British 
Columbia on August 21, 2017 for the initial purpose of acquiring the AIR MILES® Rights pursuant to the AIR 
MILES® APA.  The Corporation holds 36,350,000 AM LP Units, representing 100% of the issued and outstanding 
AM LP Units.  

AM Royalties GP Inc. 

AM GP, a company incorporated under the laws of the Province of British Columbia, is the general partner 
of AM LP.  The Corporation owns 100% (100 common shares) of the issued and outstanding common shares of AM 
GP. AM GP holds 100 AM GP Units (representing 100% of the issued and outstanding AM GP Units). 

Royalty Partners  

Sutton Group Realty Services Ltd.  

Sutton Group is a corporation amalgamated under the laws of Canada. Sutton Group is a residential real 
estate firm in the business of franchising and licensing Sutton Group Franchises in Canada.  The Corporation does 
not have any direct or indirect ownership interest in Sutton Group. Sutton Group licenses the SGRS Rights from 
SGRS LP pursuant to the SGRS Licence and Royalty Agreement for use in the SGRS Business. 

Mr. Lube Canada Limited Partnership 

Mr. Lube is a limited partnership formed on May 1, 2006 under the laws of the Province of British 
Columbia and is the leading quick service oil change provider in Canada. In addition to oil change services, Mr. 
Lube also provides a variety of automotive maintenance services. The Corporation does not have any direct or 
indirect ownership interest in Mr. Lube. Mr. Lube licenses the ML Rights from ML LP pursuant to the ML Licence 
and Royalty Agreement for use in the ML Business. 

LoyaltyOne, Co. 

LoyaltyOne, Co. (“LoyaltyOne”) is the operator of the AIR MILES® reward program in Canada (the 
“AIR MILES® Reward Program”), the parent company of which is Alliance Data Systems Corporation (“ADS”), 
an NYSE listed company. The Corporation does not have any direct or indirect ownership interest in LoyaltyOne or 
ADS. LoyaltyOne licenses the AIR MILES® Rights from AM LP pursuant to the AIR MILES® Licences. 
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Intercorporate Relationships 

 The following chart illustrates the intercorporate relationships of the Corporation as of the date hereof: 

 
 

As noted above, the Corporation does not have any direct or indirect interest in Sutton Group Realty Services Ltd. or 
Mr. Lube Canada Limited Partnership. 
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BUSINESS OF THE CORPORATION 

Business of the Corporation 

The business of the Corporation is to acquire royalties from well-managed multi-location businesses and 
franchisors in North America (“Royalty Partners”). DIV’s primary objectives are to: (i) purchase stable and 
growing royalty streams from Royalty Partners; and (ii) increase distributable cash per Common Share by making 
accretive royalty purchases. The Corporation expects that the acquisition of additional royalties can be completed 
with minimal increases in general and administrative costs (the Corporation currently has three employees, engages 
consultants on an as needed basis and receives administrative support services from Maxam for a monthly fee of 
approximately $8,500 pursuant to the terms of a services agreement with Maxam dated September 29, 2014, as 
amended). DIV’s structure also allows for additional transactions with current Royalty Partners (by way of accretive 
acquisitions of new stores opened and incremental royalty purchases) and opportunities for new Royalty Partners. 
The business of SGRS LP, ML LP and AM LP is the ownership and licensing of the SGRS Rights, ML Rights and 
AIR MILES® Rights, respectively.  

For a more detailed description of the business of the Corporation, investors should refer to pages 17-30 
under the heading “Description of the Business” in the Corporation’s AIF which is incorporated by reference herein. 

RECENT DEVELOPMENTS 

The following is a summary of recent developments involving the Corporation since June 30, 2017, being 
the last day of the most recent quarter in respect of which the Corporation has filed interim financial statements and 
management’s discussion and analysis. 

Amendment of SGRS Credit Agreement 

 On July 5, 2017, the Corporation announced that effective June 20, 2017, SGRS LP amended the SRGS 
Credit Agreement with a Canadian chartered bank to extend the maturity of the SGRS Term Loan and SRGS 
Operating Loan from June 19, 2018 to June 30, 2022 (the “SGRS Credit Agreement Amendment”).  The SGRS 
Credit Agreement Amendment also provides an interest rate improvement of 25 basis points and after taking into 
account SGRS LP’s existing interest rate swap arrangement, the interest rate on the SGRS Term Loan is fixed at 
3.16% per annum until June 19, 2018. As of the date hereof, the SGRS Operating Loan remains undrawn. For 
additional details on the SGRS Credit Agreement see “Description of Capital Structure – Credit Facilities – SGRS 
Term Loan, SGRS Operating Loan, and SGRS LP Interest Rate Swap” on page 70-71 of the AIF.  

Amendment of ML Credit Agreement 

 On August 3, 2017, the Corporation announced that effective July 31, 2017, ML LP amended the ML 
Credit Facility with a Canadian chartered bank to extend the maturity of the ML Term Loan and ML Operating Loan 
from August 19, 2018 to July 31, 2022 (the “ML Credit Agreement Amendment”).  After taking into account ML 
LP’s existing interest rate swap arrangement, the interest rate on the ML Term Loan is fixed at 3.07% until August 
13, 2018. In August 2017, ML LP entered into an interest rate swap arrangement with an effective date of August 
13, 2018 and a maturity date of July 31, 2022 that results in a fixed interest rate of 4.17%. As of the date hereof, the 
ML Operating Loan remains undrawn. For additional details on the ML Credit Agreement see “Description of 
Capital Structure – Credit Facilities – ML Term Loan, ML Operating Loan, and ML LP Interest Rate Swap” on page 
71 of the AIF. A copy of the ML Credit Agreement Amendment is available on SEDAR at www.sedar.com. 

Canadian AIR MILES® Acquisition 

Overview 

On August 25, 2017, the Corporation acquired the AIR MILES® Rights from a subsidiary of Aimia Inc. 
(“Aimia”) for $53.75 million plus additional contingent consideration of up to $13.75 million (the “AIR MILES® 
Acquisition”) (see “– AIR MILES® APA – Purchase Price below”). The Corporation now receives an aggregate 
royalty (the “AIR MILES® Royalty”), payable quarterly, equal to 1% of gross billings from the AIR MILES® 
Reward Program in Canada in accordance with the terms of the two license agreements (collectively the “AIR 

http://www.sedar.com/
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MILES® Licenses”) acquired by the Corporation as part of the AIR MILES® Acquisition. See “– AIR MILES® 
Licences” below for further details with respect to the AIR MILES® Licences. 

Launched in Canada in 1992, AIR MILES® is Canada’s largest coalition loyalty program with over 200 
brand name sponsors including Bank of Montreal, Sobey’s, Shell Canada, Safeway, Metro and online partners such 
as Amazon.ca and eBay. Consumers collect AIR MILES® reward miles from sponsors, which can be redeemed for 
a multitude of reward choices, such as travel, entertainment, home electronics and gift cards. Based on public 
disclosure, there are currently more than 11 million active AIR MILES® collector accounts across Canada and 
approximately two-thirds of Canadian households participate in the AIR MILES® Reward Program. The AIR 
MILES® Reward Program is operated in Canada by LoyaltyOne. 

The AIR MILES® Acquisition was completed pursuant to an asset purchase agreement (the “AIR 
MILES® APA”) dated August 25, 2017 between DIV, AM LP, Aimia and Aimia’s indirect subsidiary Air Miles 
International Trading B.V. (the “Seller”). See “– AIR MILES® APA” below for further details with respect to the 
AIR MILES® APA. 

AM LP funded the closing payment of $53.75 million with cash on hand. However, AM LP partially 
refinanced the acquisition of the AIR MILES® Rights on September 6, 2017 through a new credit facility entered 
into with a Canadian chartered bank comprising a term loan of $17.4 million (the “AM Term Loan”) and revolving 
facility of $3.0 million (the “AM Operating Loan”). See “– AM Credit Agreement” below for further details with 
respect to the AM Term Loan and the AM Operating Loan. 

AIR MILES® APA  

The following is a summary of certain material terms of the AIR MILES® APA. This summary does 
not purport to be complete and is subject to, and qualified in its entirety by, the full text of the AIR MILES® 
APA, a copy of which is available on SEDAR at www.sedar.com. 

Purchase Price  

The purchase price for the AIR MILES® Rights and the AIR MILES® Licences under the AIR MILES® 
APA was $67.5 million, with $53.75 million payable at closing. The remaining contingent consideration of up to 
$13.75 million is payable subject to certain milestones being met in 2018/2019. The milestones relate to BMO’s 
AIR MILES® sponsorship contract with LoyaltyOne being renewed or replaced with an AIR MILES® sponsorship 
contract with another one of the four other major Canadian chartered banks and the achievement of certain royalty 
revenues by AM LP under the AIR MILES® Licences during the 12-month period commencing at the start of the 
first fiscal quarter post-contract renewal or replacement. The contingent consideration, if any, is payable 45 days 
following the end of such 12-month period, subject to acceleration in certain circumstances set forth in the AIR 
MILES® APA. The amount of the contingent consideration payable, will vary depending on the length of such 
renewed contract, if any, and the royalty revenue post renewal or replacement. See “ – Renewal of AIR MILES® 
Contract by BMO”, below, for a discussion with respect to BMO’s renewal of its AIR MILES® sponsorship 
contract with LoyaltyOne.  

Representations and Warranties  

The AIR MILES® APA contained representations and warranties typical of those contained in asset 
purchase agreements negotiated between parties dealing at arm’s length and which are customary for asset purchase 
agreements in respect of transactions of this nature. 

In the AIR MILES® APA, the Seller and Aimia, jointly and severally, made certain representations and 
warranties in favour of the Corporation and AM LP as to various matters, including, without limitation, 
representations and warranties that: each of the Seller and Aimia had the power and authority to enter into the AIR 
MILES® APA and each of the applicable further agreements, documents and instruments contemplated thereunder 
and to perform their respective obligations under the AIR MILES® APA and each such further agreement, 
document and instrument; the performance by each of the Seller and Aimia of its respective obligations under the 
AIR MILES® APA would not result in a contravention of any contract to which it is a party, its constating 
documents or applicable laws or result in the creation or imposition of any encumbrance, other than a permitted 
encumbrance, on any of the AIR MILES® Rights; and the amounts of the royalties paid under the AIR MILES® 
Licences during the past three financial years and each of the first two quarters of 2017. The Seller and Aimia also 

http://www.sedar.com/
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made detailed representations with respect to the AIR MILES® Rights and the AIR MILES® Licences, including, 
among others, that: 

1. the Seller owned all right, title, and interest in and to the AIR MILES® Rights and AIR MILES® 
Licences, free and clear of all liens, other than permitted liens, and certain other stated exceptions;  

2. the Seller had the right to transfer the AIR MILES® Rights and AIR MILES® Licences to AM LP 
free and clear of any liens, subject only to permitted liens, liens that would be discharged at 
closing and the terms of the AIR MILES® Licences; 

3. no person other than AM LP had any written or oral agreement, option, warrant, understanding or 
commitment or any right or privilege (whether by law, contractual or otherwise) capable of 
becoming such for the purchase or acquisition from the Seller of the AIR MILES® Rights or AIR 
MILES® Licences; 

4. the Seller had provided AM LP with true and complete copies of the AIR MILES® Licences, 
including all modifications, assignments, amendments and supplements thereto and waivers 
thereunder and novations thereof (certified copies of which were delivered at closing); and 

5. each of the AIR MILES® Licences was valid, binding, and enforceable between Aimia, the Seller 
and/or their respective affiliates, as applicable, and the other parties thereto and, to the knowledge 
of Aimia and the Seller, was in good standing; and none of Aimia, the Seller or any of their 
affiliates or, to the knowledge of Aimia and the Seller, any other party thereto was in breach of or 
default under (or is alleged to be in breach of or default under) any of the AIR MILES® Licences 
in any material respect, or had provided or received any notice of breach of, default under, or any 
actual or intended termination of any of the AIR MILES® Licences. 

The AIR MILES® APA also includes representations and warranties of the Corporation and AM LP made 
on a joint and several basis in favour of the Seller and Aimia, including without limitation representations and 
warranties that: each of the Corporation and AM LP had the power and authority to enter into the AIR MILES® 
APA and each of the applicable further agreements, documents and instruments contemplated thereunder and to 
perform their obligations under the AIR MILES® APA and each such further agreement, document and instrument; 
the performance by each of the Corporation and AM LP of its respective obligations under the AIR MILES® APA 
would not result in a contravention of constating documents or applicable laws; there were no current, pending or, to 
the knowledge of the Corporation or AM LP, threatened legal proceedings against or relating to the Corporation or 
AM LP that would materially impair the ability of the Corporation or AM LP to enter into the AIR MILES® APA 
or consummate the transactions contemplated thereunder and that AM LP had sufficient funds to complete the AIR 
MILES® Acquisition. 

Except for certain fundamental representations of the Seller and Aimia (including certain representations 
and warranties regarding ownership of the AIR MILES® Rights and the validity of the AIR MILES® Licences 
which will survive indefinitely), the representations and warranties of the Seller, Aimia, the Corporation and AM LP 
survive for a period of 18 months following the closing of the AIR MILES® Acquisition. 

Covenants 

The AIR MILES® APA contained covenants typical of those contained in asset purchase agreements 
negotiated between parties dealing at arm’s length and which are customary for asset purchase agreements in respect 
of transactions of this nature that are completed on a sign and close basis. Covenants of the parties included, mutual 
confidentiality obligations, wrong pockets clauses for the redistribution of payments inadvertently received by one 
party that was owing to the other, delivery and maintenance and access to records post-closing, removal of liens and 
the continued use of the non-Canadian AIR MILES® trademarks and related intellectual property by the Seller. 

Indemnification 

Subject to the limitations described below, the Seller and Aimia agreed to indemnify the Corporation and 
AM LP for any liabilities arising out of or resulting from: (a) the breach of any representation or warranty made by 
the Seller or AM LP in the AIR MILES® APA; (b) the breach by the Seller or Aimia of any of their covenants or 
obligations in the AIR MILES® APA; (c) certain liabilities retained by the Seller at closing of the AIR MILES® 
acquisition; (d) liens against the AIR MILES® Rights and (e) certain employee related liabilities. The Corporation 
and AM LP have agreed to indemnify the Seller and Aimia for any liabilities arising out of or resulting from: (a) the 
breach of any representation or warranty made by the Corporation or AM LP in the AIR MILES® APA; (b) the 
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breach by the Corporation or AM LP of any of their respective covenants or agreements under the AIR MILES® 
APA; or (c) certain liabilities assumed by AM LP at closing of the AIR MILES® Acquisition.  

The indemnification obligations of each of the Seller and Aimia to the Corporation and AM LP under the 
AIR MILES® APA are subject to a number of limitations, including a specified minimum aggregate claim threshold 
and overall liability cap  (subject to certain specified exceptions). 

AIR MILES® Licences 

 The following is a summary of certain material terms of the AIR MILES® Licences. This summary 
does not purport to be complete and is subject to, and qualified in its entirety by, the full text of the AIR 
MILES® Licences, a copies of which are available on SEDAR at www.sedar.com. 

Licences 

The AIR MILES® Licences consist of: (i) an amended and restated license to use and exploit the AIR 
MILES® Scheme in Canada between the Seller and Loyalty Management Group Canada Inc. (as LoyaltyOne then 
was), as such agreement has been assigned to AM LP (the “AIR MILES® Scheme License”); and (ii) an amended 
and restated license to use and exploit the AIR MILES® Marks in Canada between Air Miles International Holdings 
N.V., as assigned to the Seller, and Loyalty Management Group Canada Inc. (as LoyaltyOne then was), as such 
agreement has been novated and subsequently assigned to AM LP (the “AIR MILES® Marks License”). 

 Pursuant to the AIR MILES® Scheme Licence, AM LP has granted to LoyaltyOne the exclusive right and 
license to use the AIR MILES® Scheme in Canada (including the right to sublicense) for an indefinite term. 
Pursuant to the AIR MILES® Marks Licence, AM LP has granted to LoyaltyOne the exclusive right and license to 
use the AIR MILES® Marks in association with the AIR MILES® Scheme in Canada (including the right to 
sublicense) for an indefinite term. The right to sublicense under each of the AIR MILES® Licences includes the 
right of LoyaltyOne to sublicense the use of the AIR MILES® Rights to sponsor companies that participate in the 
Canadian AIR MILES® Reward Program. 

Royalty Payment and Verification 

Pursuant to the AIR MILES® Licenses, LoyaltyOne is required to pay AM LP, in aggregate, a royalty 
equal to 1% of all gross sums received by LoyaltyOne in respect of the sale, redemption, distribution or issue of AIR 
MILES® travel miles or AIR MILES® awards in Canada, subject to certain specifications set forth in the AIR 
MILES® Licences.   

The AIR MILES® Royalty is payable quarterly net of all applicable taxes. At the time of payment, 
LoyaltyOne is required to prepare and submit a payment setting out the calculation of the AIR MILES® Royalty 
payable in respect of such quarter.  

During the term of the AIR MILES® Licences and for three years after their termination, AM LP and its 
duly authorized agents have the right, upon reasonable notice, to inspect during business hours all relevant 
accounting records of LoyaltyOne for purposes of verifying any royalties paid or payable under the AIR MILES® 
Licences.   

Covenants 

 Pursuant to the AIR MILES® Licences, AM LP has agreed with LoyaltyOne to, among other things: 

1. ensure that registrations of the AIR MILES® Marks and AIR MILES® Scheme are registered and 
renewed as and when they fall due for renewal and to pay for the costs of such registrations and 
renewals; 

2. make such further applications in Canada for the AIR MILES® Marks as AM LP and LoyaltyOne 
consider necessary or desirable having in mind reasonable costs and expenses for the protection of 
their trading activities, which such registrations shall be completed at the cost of AM LP; 

3. to provide LoyaltyOne with prompt written notice of any infringement or similar action in or 
affecting Canada by a third party of the AIR MILES® Marks known to AM LP; and 

http://www.sedar.com/
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4. during the term thereof, not use any of the AIR MILES® Rights in or as part of any programme 
similar to the AIR MILES® Scheme in competition with LoyaltyOne or its affiliates, directly or 
indirectly in Canada or grant any right to any of its assignees, licensees or sub-licensees a license 
or sub-license to do so. 

 Pursuant to the AIR MILES® Licences, LoyaltyOne has agreed with AM LP to, among other things: 

1. if required by AM LP, make use of any individual AIR MILES® Mark solely to the extent 
required to maintain the registration of such Mark; 

2. to provide AM LP with prompt written notice of any infringement or similar action in or affecting 
Canada by a third party of the AIR MILES® Marks known to LoyaltyOne;  

3. in the event of any infringement referred to in (b) above, to protect the AIR MILES® Marks in 
Canada and may decided whether or not action is necessary for such protection and what such 
action might be, taking into account the interests of both parties; and 

4. ensure that its sublicensees comply with the terms of their sublicense agreements, which such 
agreements must be consistent with terms of the AIR MILES® Licenses, unless otherwise 
consented to by AM LP. 

Termination 

The AIR MILES® Marks License has an indefinite term but may be terminated: 

1.  by AM LP upon six months written notice to LoyaltyOne if LoyaltyOne ceases for a continuous 
period of four years to be involved in the operation of the AIR MILES® Scheme; 

2.  in respect of an individual AIR MILES® Mark, if LoyaltyOne challenges the validity or 
entitlement of AM LP to use or license such AIR MILES® Mark; 

3. by LoyaltyOne if a court of competent jurisdiction in a final non-appealable judgement in Canada, 
other than at the request of LoyaltyOne, holds that such AIR MILES® Marks which are material 
to the AIR MILES® Scheme are invalid or that AM LP is not entitled to use or license such AIR 
MILES® Marks in Canada, or LoyaltyOne may elect not to terminate and to instead cease to pay 
royalties under the AIR MILES® Marks License; 

4. subject to compliance with the dispute resolution procedures in the AIR MILES® Marks License, 
by either party upon written notice to the other in any of the following events: 

(a) the other party commits any breach of its obligations hereunder and fails to remedy such 
breach within 90 days or such longer period as the parties may agree after being given 
written notice by the other party to remedy such default; provided however that if 
LoyaltyOne and its sub-licensees are diligently pursuing the remedy or cure of such 
failure during the cure period and the continued breach does not impair AM LP’s rights 
in the AIR MILES® Marks and does not involve a failure to pay amounts due under the 
AIR MILES® Marks License, the cure period shall be extended for a further 90 days;  

(b) bankruptcy (as defined in the AIR MILES® Marks License) shall have occurred in 
respect of the other party, provided that termination shall not occur at anytime during: 

(i) the exercise of any rights or remedies by a secured creditor of LoyaltyOne who 
has taken a security interest in LoyaltyOne’s rights under the AIR MILES® 
Marks License either (A) in compliance with the AIR MILES® Marks License, 
or (B) with the written consent of AM LP; provided that the payment of all 
amounts from time to time due and payable by LoyaltyOne under the AIR 
MILES® Marks License continue to be duly paid and the performance of all 
covenants from time to time to be performed by LoyaltyOne under the AIR 
MILES® Marks License continue to be duly performed; or 



- 25 - 

(ii) any proceeding under an Insolvency Act (as defined in the AIR MILES® Marks License) 
involving a restructuring or reorganization of LoyaltyOne under court supervision and/or 
any disposition of LoyaltyOne’s business as a whole or substantially as a whole pursuant 
to any such proceeding, in either case, so long as such proceeding is continuing. 

Upon termination of the AIR MILES® Marks License, LoyaltyOne must within six months: 

1. cease to carry on business under the name “Air Miles” and cease to use the AIR MILES® Marks;  

2. deliver to AM LP any materials in its possession or under its control which fail to meet the standard of 
quality set out in the AIR MILES® Marks License or otherwise fail to comply with the terms of the 
AIR MILES® Marks License and which reproduce the AIR MILES® Marks or give AM LP 
satisfactory evidence of their destruction;  

3. insofar as its licensed business name(s) include(s) any AIR MILES® Marks, change such names to 
names that do not incorporate such AIR MILES® Marks or any trademarks confusingly similar 
thereto;  

4. terminate all sub-license agreements with sub-licensees of the AIR MILES® Marks appointed by 
LoyaltyOne; and  

5. terminate use of any URL and/or domain name containing any AIR MILES® Mark. 

The AIR MILES® Scheme License has an indefinite term but may be terminated: 

1. by AM LP upon six months written notice to LoyaltyOne if LoyaltyOne ceases for a continuous 
period of four years to be involved in the operation of the AIR MILES® Scheme; 

2. subject to compliance with the dispute resolution procedures in the AIR MILES® Scheme 
License, by either party upon written notice to the other in any of the following events: 

(a) the other party commits any breach of its obligations hereunder and fails to remedy such 
breach within 90 days or such longer period as the parties may agree after being given 
written notice by the other party to remedy such default; provided however that if 
LoyaltyOne and its sub-licensees are diligently pursuing the remedy or cure of such 
failure during the cure period and the continued breach does not involve a failure to pay 
amounts due under the AIR MILES® Scheme License, the cure period shall be extended 
for a further 90 days;  

(b) bankruptcy (as defined in the AIR MILES® Scheme License) shall have occurred in 
respect of the other party, provided that termination shall not occur at anytime during: 

(i) the exercise of any rights or remedies by a secured creditor of LoyaltyOne who 
has taken  security interest in LoyaltyOne’s rights under the AIR MILES® 
Scheme License either (A) in compliance with the AIR MILES® Scheme 
License, or (B) with the written consent of AM LP; provided that the payment of 
all amounts from time to time due and payable by LoyaltyOne under the AIR 
MILES® Scheme License continue to be duly paid and the performance of all 
covenants from time to time to be performed by LoyaltyOne under the AIR 
MILES® Scheme License continue to be duly performed; or 

(ii) any proceeding under an Insolvency Act (as defined in the AIR MILES® 
Scheme License) involving a restructuring or reorganization of LoyaltyOne 
under court supervision and/or any disposition of LoyaltyOne’s business as a 
whole or substantially as a whole pursuant to any such proceeding, in either 
case, so long as such proceeding is continuing. 

Upon termination of the AIR MILES® Scheme License, LoyaltyOne must within six months: 
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1. cease to carry on business using the AIR MILES® Scheme unless such or similar rights are validly 
licensed or purchased from a third party with valid rights therein; and 

2. terminate all sub-license agreements with sub-licensees of the AIR MILES® Scheme appointed by 
LoyaltyOne to the extent such sublicense agreements sublicense the AIR MILES® Scheme. 

AM Credit Agreement 

The following is a summary of certain material terms of the AM Credit Agreement. This summary 
does not purport to be complete and is subject to, and qualified in its entirety by, the full text of the AM 
Credit Agreement, a copy of which is available on SEDAR at www.sedar.com. 

 AM LP entered into a credit agreement with a Canadian chartered bank dated September 6, 2017 (the “AM 
Credit Agreement”), pursuant to which the AM Term Loan was advanced for purposes of AM LP partially 
refinancing the purchase price for the AIR MILES® Rights. The AM Credit Agreement also provides for the AM 
Operating Loan, which loan remains undrawn as at the date hereof. 

 The outstanding amounts under the AM Term Loan and AM Operating Loan, if any, mature on September 
6, 2022. Since the AM Operating Loan could be repayable on demand before its maturity date, the amounts owing 
thereunder, if any, will be classified as current liabilities in the financial statements of the Corporation. The AM 
Term Loan is repayable on an interest-only basis with the principal amount maturing on September 6, 2022. The 
Term Loan has a floating interest rate equal to the banker’s acceptance rate plus 2.25%. 

The AM Term Loan and AM Operating Loan are secured by the AIR MILES® Rights and the royalties 
payable by LoyaltyOne under the AIR MILES® Licences. The AM Term Loan and the AM Operating Loan are also 
guaranteed by AM GP and, on a limited recourse basis, by the Corporation. AM GP has granted in favour of the 
lender under the AM Credit Agreement a general security interest over all of AM GP’s assets as security for its 
guarantee. The Corporation has granted in favour of the lender under the AM Credit Agreement a pledge of all its 
AM LP Units and all of its common shares of AM GP and an assignment of distributions of AM LP. Recourse under 
the guarantee given by the Corporation is limited to realization under such pledge and assignment of distributions. 

AM LP has granted in favour of the lender under the AM Credit Agreement a general security interest over 
all of its assets as security for the AM Term Loan and AM Operating Loan. As further security for the AM Term 
Loan and AM Operating Loan, AM LP has assigned to the lender under the AM Credit Agreement its rights under 
the AIR MILES® Licences and the lender shall be entitled, in an event of default, to the benefit of the rights and 
royalties under the AIR MILES® Licences. 

The covenants under the AM Credit Agreement include a financial covenant to maintain a “Total Leverage 
Ratio” (as defined in the AM Credit Agreement) of not more than 2.50:1.00. 

AM LP has an interest rate swap arrangement that entitles it to receive interest at floating rates and 
effectively pay interest at a fixed rate of 4.417% for $8,700,000 of the $17,400,000 AM Term Loan. The interest 
rate swap matures on August 19, 2022. 

Renewal of AIR MILES® Contract by BMO 

 On October 16, 2017 the Corporation announced that LoyaltyOne, the operator of the AIR MILES® 
Reward Program in Canada, signed a multi-year sponsorship renewal agreement with the Bank of Montreal 
(“BMO”). According to ADS’s news release dated October 16, 2017, BMO will continue to issue AIR MILES® 
reward miles to consumer and business customers through its various BMO MasterCard products and debit spend 
within the BMO AIR MILES Banking Plan. BMO is currently the largest sponsor participating in the AIR MILES® 
Reward Program in Canada. The renewal of this contract, subject to certain other milestones being met, could result 
in the obligation of AM LP to pay some or all of the contingent consideration payable under the AIR MILES® APA 
(see “– AIR MILES® APA – Purchase Price” above). 

Amendment of ML Licence and Royalty Agreement 

 On October 20, 2017, ML LP and Mr. Lube entered into an amendment to the ML Licence and Royalty 
Agreement (the “ML LRA Amendment”) in respect of the new retail tire program launched by Mr. Lube on 

http://www.sedar.com/
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September 19, 2017.  Under Mr. Lube’s new retail tire program, Mr. Lube has reduced the royalty fee and waived 
certain other fees payable by Mr. Lube franchisees on the sale of tires and rims to account for the lower margins on 
these hard goods.  Pursuant to the ML LRA Amendment, ML LP has agreed to reduce the effective royalty rate 
payable on Gross Sales (as defined therein) derived from the sale of tires and rims from 6.95% to 2.5% for Flagship 
Locations (as defined therein). The royalty rate applicable to the Gross Sales of all other goods and services remains 
unchanged at 6.95%.  At present, all of the locations in the royalty pool in respect of which Mr. Lube pays a royalty 
to ML LP are Flagship Locations.  To the extent any Non-Flagship Locations are added to the royalty pool in the 
future, the royalty payable on Gross Sales derived from the sale of tires and rims will be 1.25%, as opposed to 
3.475% for Gross Sales from other products and services sold at the Non-Flagship Locations. Pursuant to the ML 
LRA Amendment, the effective royalty rate payable on Gross Sales derived from the sale of tires and rims will not 
be adjusted for any incremental royalty rate increases pursuant to the ML LP Agreement.  The ML LRA 
Amendment prohibits Mr. Lube from changing the fees it charges to Mr. Lube franchisees on the sale of tires and 
rims without the prior written consent of ML LP, which consent may be withheld by ML LP in its sole and absolute 
discretion.  If ML LP withholds its consent to any proposed change, Mr. Lube may, at its option by written notice to 
ML LP, elect to terminate the amendments to the ML Licence and Royalty Agreement in respect of the new retail 
tire program, and upon termination, the effective royalty rate payable on Gross Sales derived from the sale of tires 
and rims shall revert to 6.95% for Flagship Locations and 3.475% for Non-Flagship Locations. The ML LRA 
Amendment is effective from September 18, 2017.  A copy of the ML LRA Amendment is available on SEDAR at 
www.sedar.com. 

DIVIDEND POLICY 

Policy 

The Corporation currently has a dividend policy providing for the payment of a monthly dividend, subject 
to the approval of the board of directors. In general, dividends paid by the Corporation are designated to be eligible 
dividends pursuant to subsection 89(14) of the Tax Act.  

The declaration of dividends is subject to the discretion of the board of directors of the Corporation and 
will be evaluated periodically and may be deferred, delayed, suspended or revised depending on, among other 
factors, the Corporation’s earnings, the financial requirements of the Corporation’s operations, planned acquisitions, 
income tax payable by the Corporation and its subsidiaries and access to capital markets, the satisfaction of solvency 
tests imposed by the CBCA for the declaration and payment of dividends and other conditions that may exist from 
time to time. 

Although the Corporation currently intends to continue to make monthly dividend payments to its 
Shareholders, dividends are not guaranteed and may be reduced or suspended in the future. The ability of the 
Corporation to make dividend payments, and the amount thereof, will be dependent upon, among other things, the 
ability of Sutton Group, Mr. Lube and LoyaltyOne to meet their respective obligations pursuant to the SGRS 
Licence and Royalty Agreement, the ML Licence and Royalty Agreement and the AIR MILES® Licenses. The 
actual amount distributed will be dependent upon, among other things, the amount of the royalty payments received 
indirectly by the Corporation from its Royalty Partners. The market value of the Common Shares may deteriorate 
materially if the Corporation is unable to meet its cash distribution targets in the future, and that deterioration may 
be material. See “Risk Factors”. 

http://www.sedar.com/
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History 

 The Corporation declared and paid the following cash dividends to Shareholders (except for the dividend to 
be paid on October 31, 2017) from September 15, 2016 to October 16, 2017 as per the following table: 

Period Record Date 
 

Cash Distribution ($) Payment Date 

September 2016 September 15, 2016 $0.01854 September 30, 2016 
October 2016 October 14, 2016 $0.01854 October 31, 2016 
November 2016 November 15, 2016 $0.01854 November 30, 2016 
December 2016 December 14, 2016 $0.01854 December 30, 2016 
January 2017 January 16, 2017 $0.01854 January 31, 2017 
February 2017 February 13, 2017 $0.01854 February 28, 2017 
March 2017 March 15, 2017 $0.01854 March 31, 2017 
April 2017 April 13, 2017 $0.01854 April 28, 2017 
May 2017 May 15, 2017 $0.01854 May 31, 2017 
June 2017 June 15, 2017 $0.01854 June 30, 2017 
July 2017 July 14, 2017 $0.01854 July 31, 2017 
August 2017 August 15, 2017 $0.01854 August 31, 2017 
September 2017 September 15, 2017 $0.01854 September 29, 2017 
October 2017 October 16, 2017 $0.01854 October 31, 2017 

Dividend Reinvestment Plan 

In November 2015, the Corporation adopted a dividend reinvestment plan (“DRIP”), commencing with the 
Corporation’s November 2015 dividend. 

 
The DRIP allows eligible holders of Common Shares to reinvest some or all cash dividends paid in respect 

of their Common Shares in additional Common Shares. At the Corporation’s election, these additional Common 
Shares may be issued from treasury or purchased on the open market. If the Corporation elects to issue Common 
Shares from treasury, the Common Shares will be purchased under the DRIP at a 3% discount to the volume 
weighted average of the closing price for the Common Shares on the TSX for the five trading days immediately 
preceding the relevant dividend payment date. The Corporation may, from time to time, change or eliminate the 
discount applicable to Common Shares issued from treasury.  

 
To be eligible to participate in the DRIP, holders of Common Shares must be resident in Canada. 

Participation in the DRIP does not relieve Shareholders of any liability for taxes that may be payable in respect of 
dividends that are reinvested in new Common Shares under the DRIP. Shareholders should consult their tax advisors 
concerning the tax implications of their participation in the DRIP having regard to their particular circumstances. 

PRIOR SALES 

The Corporation has not issued any Common Shares or securities convertible into Common Shares in the 
12-month period preceding the date of this Prospectus, other than: 

 755,795 Common Shares issued pursuant to the DRIP at prices ranging from $2.38 to $2.96 per 
Common Share. For additional details on the DRIP see “Dividend Policy – Dividend Reinvestment 
Plan”.  

 128,691 Common Shares issued pursuant to the vesting of RSUs at prices ranging from $2.15 to $2.68 
per Common Share. 

 214,946 RSUs convertible into 214,946 Common Shares granted by the Corporation to certain officers 
and directors of the Corporation under the Corporation’s Long Term Incentive Plan, including: 
(i) 31,171 RSUs issued on November 15, 2016 with a grant date value of $2.37 per RSU; (ii) 32,000 
RSUs issued on December 15, 2016 with a grant date value of $2.46 per RSU; (iii) 30,588 RSUs 
issued on March 29, 2017 with a grant date value of $2.50 per RSU (which value was set on December 
29, 2017 upon such compensation becoming payable to certain directors and officers of the 
Corporation, notwithstanding the later issuance of these RSUs); (iv) 58,059 RSUs issued on March 29, 
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2017 with a grant date value of $2.58 per RSU (v) 6,306 RSUs issued on May 12, 2017 with a grant 
date value of $2.57 per RSU; (vi) 6,306 RSUs issued on August 15, 2017 with a grant date value of 
$2.57 per RSU; and (vii) 50,517 RSUs issued in aggregate as dividend equivalents over the course of 
the 12-month period preceding the date of this Prospectus. 

 2,000,000 stock options convertible into 2,000,000 Common Shares were conditionally granted by the 
Corporation to the President and Chief Executive Officer on October 11, 2017. Subject to the 
conditions described below being met, these stock options are exercisable at a price of $3.22 per share, 
vest on October 11, 2020 and expire on October 11, 2022.  

The Corporate Governance, Nominating, Human Resources and Compensation Committee (the 
“CGNHRC Committee”) is negotiating the terms of a new employment contract on behalf of the Corporation with 
the Corporation’s President and Chief Executive Officer, and the CGNHRC Committee has retained an independent 
compensation consultant to assist in the review of such new employment agreement and compensation package. The 
grant of the aforementioned 2,000,000 stock options was made in connection with such negotiations and is 
conditional on: (i) receipt of a report from the independent compensation consultant with respect to the proposed 
new compensation package for the President and Chief Executive Officer’s; (ii) confirmation by the Board of the 
terms of such stock options and certain related proposed changes to the President and Chief Executive Officer’s 
overall compensation package following the receipt of the report from the independent compensation consultant and 
the final recommendation of the CGNHRC Committee with respect to the changes to the President and Chief 
Executive Officer’s overall compensation package; and (iii) execution of the new employment agreement between 
the President and Chief Executive Officer and the Corporation on terms satisfactory to the CGNHRC Committee. 

TRADING PRICE AND VOLUME 

The Common Shares are currently listed and posted for trading on the Exchange, which is the principal 
trading market for the Common Shares, under the symbol “DIV”.  The following table sets forth the high and low 
sales price and trading volume of the Common Shares on the Exchange for the periods indicated: 

Month High Low Total Volume 

October 2016 $2.60 $2.37 9,157,994 
November 2016 $2.55 $2.34 6,328,748 
December 2016 $2.58 $2.41 6,400,040 
January 2017 $2.70 $2.50 5,654,467 
February 2017 $2.61 $2.53 6,185,004 
March 2017 $2.67 $2.54 6,102,119 
April 2017 $2.67 $2.56 3,738,008 
May 2017 $2.78 $2.51 4,970,362 
June 2017 $2.72 $2.53 4,254,619 
July 2017 $2.61 $2.27 6,257,074 
August 2017 $2.75 $2.20 11,656,174 
September 2017 $3.14 $2.63 17,100,059 
October 1 - 27, 2017 $3.51 $3.10 12,190,401 

 
USE OF PROCEEDS 

The total net proceeds from the sale of the Debentures under this Offering are estimated to be 
approximately $47,550,000 (or approximately $54,750,000 if the Over-Allotment Option is exercised in full) after 
deducting the Underwriters’ Fees of $2,000,000 (or $2,300,000 if the Over-Allotment Option is exercised in full) 
and the expenses of the Offering estimated at $450,000. 

The net proceeds of the Offering are expected to be used to fund potential future acquisitions of additional 
top-line royalties from other well-managed, multi-location businesses and franchisors in furtherance of the 
Corporation’s stated business strategy, and may be used for, among other things, funding of general administration 
expenses and salaries, lease payments, payment of deposits for potential acquisitions and to fund working capital.  
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As of the date hereof, the Corporation has no probable future acquisitions contemplated or in process, and there can 
be no assurance that the Corporation will be able to identify and make acquisitions that satisfy the Corporation’s 
business objectives or strategy. See “Risk Factors”. 

The Corporation may obtain additional debt financing in relation to the above royalty acquisitions, if 
completed. 

Use of Proceeds from the Over-Allotment Option 

It is the Corporation’s current intention to use the net proceeds received by the Corporation from the Over-
Allotment Option, if exercised, to fund future acquisitions and for, among other things, funding of general 
administration expenses and salaries, lease payments, payment of deposits for potential acquisitions and to fund 
working capital.   

Retaining Broad Discretion 

The Corporation will retain broad discretion in allocating (based on sound business principles) the net 
proceeds from the Offering not applied in the manner set out above and the Corporation’s actual use of the net 
proceeds may vary depending on its operating and capital needs from time to time and may be used, without 
limitation, to further the Corporation’s business objectives of acquiring top line royalties from well-managed, multi-
location businesses and franchisors in North America. Any unallocated funds will be initially added to its general 
working capital. 
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CONSOLIDATED CAPITALIZATION OF THE CORPORATION 

The following table sets out the consolidated capitalization of the Corporation as at June 30, 2017 both 
before and after giving effect to the Offering and the AIR MILES® Acquisition (but without giving effect the 
exercise of the Over-Allotment Option):   
 

Designation Authorized 

Outstanding as at 
June 30, 2017 before 
giving effect to the 

Offering and the AIR 
MILES® Acquisition 

Outstanding as at 
June 30, 2017 after 
giving effect to the 

Offering and the AIR 
MILES® Acquisition 

    
Cash and cash equivalents ..  n/a $70,946,000 $81,727,000  

Share Capital (Common 
Shares) ................................  

unlimited 
$179,408,000 

(105,947,555 Common 
Shares) 

$179,408,000 
(105,947,555 Common 

Shares) 
    
SGRS Operating Loan ........  $500,000 $0 $0 
SGRS Term Loan ...............  $6,300,000 $6,300,000(1) $6,300,000(1) 
ML Operating Loan ............  $1,000,000 $0 $0 
ML Term Loan ...................  $34,600,000 $34,600,000(1) $34,600,000(1) 
AM Operating Loan............ $3,000,000 n/a $0(2) 
AM Term Loan................... $17,400,000 n/a $17,400,000(2) 
    
Debentures.............. $57,500,000 $0 $50,000,000 

   

(1) In DIV’s financial statements for the three and six months ended June 30, 2017, the outstanding amount of the SGRS Term Loan and ML 
Term Loan were reported as $6,222,000 and $34,475,000, respectively, on account of certain accounting adjustments made in accordance 
with IFRS. Notwithstanding these accounting adjustments, the outstanding amounts payable under the SGRS Term Loan and ML Term 
Loan are $6,300,000 and $34,600,000, respectively.   

(2) The AM Operating Loan and AM Term Loan were made available to AM LP pursuant to the terms of the AM Credit Agreement, which was 
entered into on September 6, 2017. 

EARNINGS COVERAGE RATIO 

The Corporation’s borrowing costs amounted to approximately $5,266,000 and $4,885,000 for the 12 
months ended December 31, 2016 and June 30, 2017, respectively, after giving effect to: (i) the issue of the 
Debentures (not including those issuable upon exercise of the Over-Allotment Option); (ii) the annualized interest 
savings resulting from the ML Credit Agreement Amendment and the SRGS Credit Agreement Amendment; and 
(iii) the annualized borrowing costs under the AM Credit Agreement. The Corporation’s net income, before 
deductions for borrowing costs and income taxes, for the 12 months ended December 31, 2016 and June 30, 2017 
was approximately $19,906,000 and $18,490,000, respectively, which is approximately 3.78 and 3.79 times the 
Corporation’s aggregate borrowing costs for those periods, respectively. For greater clarity, the foregoing figures 
exclude the revenues expected to be earned by AM LP under the AIR MILES® Licences. 

DESCRIPTION OF THE DEBENTURES 

The following is a summary of the material attributes and characteristics of the Debentures. This 
summary does not purport to be complete and is subject to, and qualified in its entirety by reference to, the 
terms of the Debenture Indenture, which will be filed with the applicable Canadian securities regulatory 
authorities and available on SEDAR at www.sedar.com.   

General 

The Debentures will be issued under the Debenture Indenture. The Debenture Trustee is the trustee under 
the Debenture Indenture.  

The Debentures to be issued will be in the aggregate principal amount of $50,000,000 ($57,500,000 
assuming the Over-Allotment Option is exercised in full). The Corporation may, from time to time, without the 

http://www.sedar.com/
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consent of the Debentureholders, issue additional debentures of a different series under the Debenture Indenture, in 
addition to the Debentures offered hereby. 

The Debentures will be dated as of the Closing Date and will have a maturity date of December 31, 2022. 
The Debentures will be issuable only in denominations of $1,000 and integral multiples thereof and will bear 
interest from and including the date of issue (other than the Over-Allotment Debentures which will bear interest 
from and including the date of issue of the Initial Debentures) at 5.25% per annum, which will be payable, subject to 
the subordination provisions of the Debentures, semi-annually in arrears on June 30 and December 31 of each year, 
commencing on June 30, 2018, computed on the basis of a 360-day year comprised of twelve 30-day months. The 
first interest payment will include interest accrued from and including the Closing Date to, but excluding, June 30, 
2018. Assuming the Closing Date occurs on November 7, 2017, the first interest payment payable on June 30, 2018 
will be approximately $33.98 per $1,000 principal amount of Debentures. 

The principal amount of the Debentures is payable, subject to the subordination provisions of the 
Debentures, in lawful money of Canada or, at the option of the Corporation, subject to the receipt of applicable 
regulatory approvals and provided that no Event of Default has occurred and is continuing, by delivery of fully paid, 
non-assessable and freely tradeable Common Shares as further described under “Description of the Debentures - 
Method of Payment - Payment of Principal on Redemption or at Maturity”. The interest on the Debentures is 
payable, subject to the subordination provisions of the Debentures, in lawful money of Canada, including, at the 
option of the Corporation, in accordance with the Common Share Interest Payment Election as defined and 
described under “Description of the Debentures - Method of Payment - Interest Payment Election”. 

The Debentures are direct obligations of the Corporation and will not be secured by any mortgage, pledge, 
hypothec or other charge and will be subordinated to other liabilities of the Corporation as described under 
“Subordination”. The Debenture Indenture does not restrict the Corporation from incurring additional indebtedness 
for borrowed money or otherwise or from mortgaging, pledging or charging the Corporation’s properties to secure 
any indebtedness. 

Subordination 

The payment of the principal of, and interest on, the Debentures will be subordinated and postponed in 
right of payment, as set forth in the Debenture Indenture, to the full and final payment of all Senior Indebtedness of 
the Corporation including indebtedness to trade and other creditors of the Corporation. “Senior Indebtedness” of 
the Corporation will be defined in the Debenture Indenture to mean, in effect, the principal of and premium or make-
whole amount, if any, and interest, or any other amounts payable thereunder, if any, on all existing and future 
indebtedness, obligations and liabilities (including any future indebtedness which is stated as ranking senior to the 
Debentures) and indebtedness, obligations and liabilities preferred by mandatory provisions of law (whether 
outstanding as at the date of the Debenture Indenture or thereafter incurred), other than (i) indebtedness evidenced 
by the Debentures and (ii) all other existing and future debentures or other instruments of the Corporation which, by 
the terms of the instrument creating or evidencing the indebtedness, is expressed to be pari passu with, or 
subordinate in right of payment to, the Debentures or other indebtedness ranking pari passu with the Debentures. 
Each Debenture issued under the Debenture Indenture will rank pari passu with each other Debenture issued 
thereunder and with all other present and future unsecured subordinated indebtedness of the Corporation except for 
sinking fund provisions (if any) applicable to different series of debentures or other similar types of obligations of 
the Corporation. 

The Debenture Indenture will provide that in the event of any distribution of the assets of the Corporation 
on any dissolution, winding-up, liquidation or reorganization of the Corporation (whether in bankruptcy, insolvency 
or receivership proceedings, or upon an “assignment for the benefit of creditors” or any other marshalling of the 
assets, properties or liabilities of the Corporation, or otherwise), the holders of Senior Indebtedness will receive 
payment in full, or provision will be made for such payment, before the holders of Debentures will be entitled to 
receive any payment on account of the indebtedness, liabilities and obligations of the Corporation under the 
Debenture Indenture or the Debentures, whether on account of principal, interest or otherwise. 

The Debenture Indenture will also provide that in case of a circumstance constituting a default or event of 
default with respect to any full recourse secured Senior Indebtedness (excluding equipment and vehicle leases) 
permitting (whether at that time or upon notice, lapse of time, or satisfaction of any other condition precedent) the 
applicable “Senior Creditor” (as defined in the Debenture Indenture) to demand payment or accelerate the maturity 
thereof where the notice of such default or event of default has been given by or on behalf of the applicable Senior 
Creditors to the Corporation, unless and until such default or event of default shall have been cured or waived or 
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shall have ceased to exist, the Corporation will not make any payment (by purchase of the Debentures or otherwise), 
and neither the Debenture Trustee nor the holders of the Debentures will be entitled to demand, accelerate, institute 
proceedings for the collection of (which shall, for certainty include without limitation, proceedings related to an 
adjudication or declaration as to the insolvency or bankruptcy of the Corporation and other similar creditor 
proceedings), or receive any payment or benefit (including without limitation by set-off, combination of accounts or 
otherwise in any manner whatsoever) on account of the Debentures after the happening of such a default or event of 
default, and unless and until such default or event of default shall have been cured or waived or shall have ceased to 
exist, such payment shall be held in trust for the benefit of the applicable Senior Creditors in accordance with the 
terms of the Debenture Indenture. 

Conversion Rights 

Each Debenture will be convertible into freely tradeable Common Shares at the option of the holder thereof 
at any time prior to the close of business on the business day immediately preceding the earlier of the Maturity Date 
and the date specified by the Corporation for redemption of the Debentures, at the Conversion Price of $4.55 per 
Common Share, being a conversion rate of approximately 219.7802 Common Shares per $1,000 principal amount of 
Debentures, subject to adjustment in certain events. Debentureholders converting their Debentures will be entitled, 
subject to the subordination provisions of the Debentures, to receive accrued and unpaid interest on such Debentures 
for the period from and including the last Interest Payment Date (or the date of issue of the Debentures if there has 
not yet been an Interest Payment Date) to, but excluding, the date of conversion. 

Subject to the provisions thereof, the Debenture Indenture will provide for the adjustment of the 
Conversion Price in certain events including: 

(a) the subdivision or consolidation of the outstanding Common Shares; 

(b) the distribution or the fixing of a record date for the distribution or issuance to all or substantially 
all of the holders of Common Shares of: 

(iii) Common Shares, securities convertible into Common Shares by way of stock 
dividend or other distribution; 

(iv) cash dividends in an amount greater than $0.267 per Common Share per annum; 

(v) options, rights or warrants entitling such holders to acquire Common Shares or 
other securities convertible into Common Shares at less than 95% of the then 
market price; 

(vi) evidence of indebtedness of the Corporation; or 

(vii) assets (excluding cash dividends paid in the ordinary course in an amount not 
greater than $0.267 per Common Share per annum); and 

(c) the payment of cash or any other consideration in respect of an issuer bid (other than a normal 
course issuer bid) by the Corporation or any of its subsidiaries to shareholders of the Corporation 
to the extent that the cash and fair market value of any other consideration included in the payment 
per Common Share exceeds the current market price of the Common Shares on the date of expiry 
of such issuer bid. 

There will be no adjustment of the Conversion Price in respect of any event described in (b) above if the 
Debentureholders are allowed (with the approval of the Exchange) to participate as though they had converted their 
Debentures prior to the applicable record date or effective date. The Corporation will not be required to make 
adjustments in the Conversion Price unless the cumulative effect of such adjustments would change the Conversion 
Price by at least 1%. 

In the case of any reclassification or capital reorganization (other than a change resulting from 
consolidation or subdivision) of the Common Shares, or in the case of any consolidation, amalgamation, 
arrangement, merger or acquisition of the Corporation with or into any other entity, or in the case of any sale or 
conveyance of the assets of the Corporation as, or substantially as, an entirety to any other entity, or a liquidation, 
dissolution or winding-up of the Corporation, the terms of the conversion privilege will be adjusted so that each 
Debentureholder will, after such reclassification, capital reorganization, consolidation, amalgamation, arrangement, 
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merger, acquisition, sale, conveyance, liquidation, dissolution or winding-up, be entitled to receive, subject to the 
prior approval of the Exchange, the number of Common Shares or other securities or property such holder would be 
entitled to receive if, on the effective date thereof, it had been the holder of the number of Common Shares into 
which the Debenture was convertible prior to the effective date of such reclassification, capital reorganization, 
consolidation, amalgamation, arrangement, merger, acquisition, sale, conveyance, liquidation, dissolution or 
winding-up. Notwithstanding the foregoing, if prior to the date that is five years plus one day from the last date of 
original issuance of Debentures, Debentureholders would otherwise be entitled to receive, upon conversion of the 
Debentures, any property (including cash) or securities that would not constitute “prescribed securities” for the 
purposes of clause 212(1)(b)(vii)(E) of the Tax Act as it applied immediately before January 1, 2008 (referred to 
herein as “Ineligible Consideration”), such Debentureholders shall not be entitled to receive such Ineligible 
Consideration but the Corporation or the successor or acquirer, as the case may be, shall have the right (at the sole 
option of the Corporation or the successor or acquirer, as the case may be) to deliver either such Ineligible 
Consideration or “prescribed securities” for the purposes of clause 212(1)(b)(vii)(E) of the Tax Act as it applied 
immediately before January 1, 2008 with a market value (as conclusively determined by the board of directors of the 
Corporation) equal to the market value of such Ineligible Consideration. 

No fractional Common Shares will be issued on any conversion but in lieu thereof the Corporation will be 
required, subject to the subordination provisions of the Debentures, to satisfy fractional interests by a cash payment 
equal to the Current Market Price multiplied by any fractional Common Share, less any taxes required to be 
deducted or withheld, if any; provided, however the Corporation shall not be required to make any payment of less 
than $10.00. 

Redemption 

The Debentures are not redeemable prior to January 1, 2021, except upon the satisfaction of certain 
conditions after a Change of Control has occurred. On and after January 1, 2021 and prior to December 31, 2021, 
the Debentures may be redeemed by the Corporation, in whole or in part, at a redemption price equal to the principal 
amount thereof plus accrued and unpaid interest, if any, up to but excluding the date of redemption, provided that 
the Current Market Price on the date on which notice of redemption is given is at least 125% of the Conversion 
Price. On and after December 31, 2021, and prior to maturity, the Debentures may be redeemed by the Corporation, 
in whole or in part, at a redemption price equal to the principal amount thereof plus accrued and unpaid interest, if 
any, up to but excluding the date of redemption. The Corporation shall provide not more than 60 days nor less than 
30 days prior notice of redemption. 

In the case of redemption of less than all of the Debentures, the Debentures to be redeemed will be selected 
by the Debenture Trustee on a pro rata basis or in such other manner as the Debenture Trustee deems equitable, 
subject to the consent of the Exchange, if applicable. The Corporation will have the right to purchase Debentures in 
the market, by tender or by private contract at any time subject to regulatory requirements. 

Restriction on Share Redemption or Maturity Right 

The Corporation shall not, directly or indirectly (through a subsidiary or otherwise) undertake or announce 
any rights offering, issuance of securities, subdivision of the Common Shares, dividend or other distribution on the 
Common Shares or any other securities, capital reorganization, reclassification or any similar type of transaction in 
which: 

(a) the number of securities to be issued; 

(b) the price at which securities are to be issued, converted or exchanged; or 

(c) any property or cash that is to be distributed or allocated, 

is in whole or in part based upon, determined in reference to, related to or a function of, directly or indirectly: (i) the 
exercise or potential exercise of the right to issue Common Shares on redemption or maturity of the Debentures; or 
(ii) the Current Market Price determined in connection with the exercise or potential exercise of the right to issue 
Common Shares on redemption or maturity of the Debentures. 

Change of Control 

Within 30 days following the occurrence of a Change of Control, the Corporation will be required to make 
an offer in writing to purchase all of the Debentures then outstanding, at a price equal to 101% of the principal 
amount thereof plus accrued and unpaid interest earned thereon up to, but excluding, the date of acquisition. The 
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Debenture Indenture will contain notification and repurchase provisions requiring the Corporation to give written 
notice to the Debenture Trustee of the occurrence of a Change of Control within 30 days of such event together with 
the Debenture Offer. The Debenture Trustee will thereafter promptly deliver to each Debentureholder a notice of the 
Change of Control together with a copy of the Debenture Offer to repurchase all the outstanding Debentures. 

If 90% or more of the aggregate principal amount of the Debentures outstanding (excluding any Debentures 
owned directly or indirectly by the Corporation or a subsidiary of the Corporation) on the date of the giving of 
notice of the Change of Control have been tendered to the Corporation pursuant to a Debenture Offer, the 
Corporation will have the right to redeem all of the remaining Debentures at the Debenture Offer Price. Notice of 
such redemption must be given by the Corporation to the Debenture Trustee within 10 days following the expiry of 
the Debenture Offer, and as soon as possible thereafter, by the Debenture Trustee to the holders of the Debentures 
not tendered pursuant to a Debenture Offer. 

In addition to the requirement of the Corporation to make a Debenture Offer in the event of a Change of 
Control, if a Change of Control occurs in which 10% or more of the consideration for the Common Shares in the 
transaction or transactions constituting a Change of Control consists of: (i) cash, (ii) equity securities that are not 
traded or intended to be traded immediately following such transaction on a stock exchange; or (iii) other property 
that is not traded or intended to be traded immediately following such transaction on a stock exchange, holders of 
Debentures will be entitled to convert their Debentures and receive, subject to and upon completion of the Change of 
Control, in addition to the number of Common Shares they would otherwise be entitled to receive as set out under 
“Description of the Debentures - Conversion Rights” above, an additional number of Common Shares per $1,000 
principal amount of Debentures as set out below (the “Make-Whole Premium”). 

The number of additional Common Shares per $1,000 principal amount of Debentures constituting the 
Make-Whole Premium will be determined by reference to the table below and is based on the date on which the 
Change of Control becomes effective (the “Effective Date”) and the price (the “Cash Offer Price”) paid per 
Common Share in the transaction constituting the Change of Control. If holders of Common Shares receive (or are 
entitled and able in all circumstances to receive) only cash in the transaction, the Cash Offer Price will be the cash 
amount paid per Common Share. Otherwise, the Cash Offer Price will be equal to the Current Market Price of the 
Common Shares immediately preceding the Effective Date of such transaction. 
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The following table illustrates what the Make-Whole Premium would be for each hypothetical Cash Offer 
Price and Effective Date set out below, expressed as additional Common Shares per $1,000 principal amount of 
Debentures. For greater certainty, the Corporation will not be obliged to pay the Make-Whole Premium other than 
by issuance of Common Shares upon conversion, subject to the provision relating to adjustment of the Conversion 
Price in certain circumstances and following the completion of certain types of transactions described under 
“Description of the Debentures - Conversion Rights” above. 

Cash Offer 
Price ($) 

November 7, 
2017 

December 31, 
2017 

December 31, 
2018 

December 31, 
2019 

December 31, 
2020 

December 31, 
2021 

$3.25 87.9108 87.9108 87.9108 87.9108 87.9108 87.9108 

$3.30 84.6788 84.5515 83.4606 83.2501 83.2501 83.2501 

$3.40 78.5765 78.4176 76.9441 75.1588 74.3374 74.3374 

$3.50 72.9229 72.7371 70.9143 68.7886 65.9341 65.9341 

$3.75 60.5227 60.2827 57.7227 54.8880 50.0640 46.8865 

$4.00 50.2425 49.9575 46.8050 43.4350 37.6725 30.2198 

$4.50 34.6022 34.2644 30.2800 26.2867 19.8356 4.6089 

$5.00 23.7800 23.4240 19.0580 15.0080 9.0240 - 

$5.50 16.2945 15.9436 11.5255 7.8400 2.8927 - 

$6.00 11.1333 10.8033 6.5683 3.5033 - - 

$7.00 5.1771 4.9143 1.5057 0.1486 - - 

$8.00 2.4363 2.2500 0.0925 - - - 

$9.00 1.2022 1.0789 - - - - 

$10.00 0.6510 0.5700 - - - - 

 

The actual Cash Offer Price and Effective Date may not be set out in the table, in which case: 

(a) if the actual Cash Offer Price on the Effective Date is between two Cash Offer Prices in the table 
or the actual Effective Date is between two Effective Dates in the table, the Make-Whole Premium 
will be determined by a straight-line interpolation between the Make-Whole Premiums set out for 
the two Cash Offer Prices and the two Effective Dates in the table based on a 365-day year, as 
applicable; 

(b) if the Cash Offer Price on the Effective Date exceeds $10.00 per Common Share, subject to 
adjustment as described below, the Make-Whole Premium will be zero; and 

(c) if the Cash Offer Price on the Effective Date is less than $3.25 per Common Share, subject to 
adjustment as described below, the Make-Whole Premium will be zero. 

The Cash Offer Prices set out in the table above will be adjusted as of any date on which the Conversion 
Price of the Debentures is adjusted. The adjusted Cash Offer Prices will equal, subject to applicable regulatory 
approval, the Cash Offer Prices applicable immediately prior to such adjustment multiplied by a fraction, the 
numerator of which is the Conversion Price as so adjusted and the denominator of which is the Conversion Price 
immediately prior to the adjustment giving rise to the Cash Offer Price adjustment. The number of additional 
Common Shares set out in the table above will be adjusted in the manner that is inversely proportional to the 
adjustment of the Conversion Price as set out above under “Description of the Debentures - Conversion Rights”. For 
greater certainty, there will be no additional Common Shares payable or adjustment to the Conversion Price due to 
an adjustment to the Conversion Price by adding the Make-Whole Premium as described above. 
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Method of Payment 

Payment of Principal on Redemption or at Maturity 

On redemption or at maturity of the Debentures, the Corporation will be required, subject to the 
subordination provisions of the Debentures, to repay the indebtedness represented by the Debentures by paying to 
the Debenture Trustee in lawful money of Canada an amount equal to the principal amount of the outstanding 
Debentures, together with any accrued and unpaid interest thereon. The Corporation may, at its option, on not more 
than 60 days and not less than 30 days prior notice, subject to applicable regulatory approval and provided no Event 
of Default has occurred and is continuing, elect to satisfy its obligation to repay all or any portion of the principal 
amount of the Debentures that are to be redeemed or that are to mature, by issuing and delivering to the holders 
thereof that number of freely tradeable Common Shares determined by dividing the principal amount of the 
Debentures being repaid by 95% of the Current Market Price on the date of redemption or maturity, as applicable. 
No fractional Common Shares will be issued on redemption or at maturity but in lieu thereof the Corporation will be 
required, subject to the subordination provisions of the Debentures, to satisfy fractional interests by a cash payment 
equal to the Current Market Price multiplied by the fractional Common Share less any taxes required to be deducted 
or withheld, if any; provided however the Corporation shall not be required to make any payment of less than 
$10.00. 

Interest Payment Election 

The Corporation may elect, subject to regulatory and stock exchange approvals and provided that no Event 
of Default has occurred and is continuing, from time to time to satisfy its obligation to pay all or any part of the 
interest on the Debentures (the “Interest Obligation”) on an Interest Payment Date by delivering a sufficient 
number of freely tradeable Common Shares to the Debenture Trustee to satisfy all or any part, as the case may be, of 
the Interest Obligation in accordance with the Debenture Indenture (the “Common Share Interest Payment 
Election”). The Debenture Indenture will provide that, upon such election, the Debenture Trustee shall (a) accept 
delivery from the Corporation of Common Shares, (b) accept bids with respect to, and consummate sales of, such 
Common Shares on behalf of the Corporation, each as the Corporation may direct in its absolute discretion, (c) 
invest the proceeds of such sales in Government Obligations (as defined in the Debenture Indenture) which mature 
prior to the applicable Interest Payment Date, and use the proceeds received from such Government Obligations, 
together with any proceeds from the sale of Common Shares not invested as aforesaid, to satisfy the Interest 
Obligation, and (d) perform any other action necessarily incidental thereto as directed by the Corporation. 

The Debenture Indenture will set forth the procedures to be followed by the Corporation and the Debenture 
Trustee in order to affect the Common Share Interest Payment Election. Neither the Corporation’s making of the 
Common Share Interest Payment Election nor the consummation of sales of Common Shares will (a) result in the 
Debentureholders not being entitled to receive on the applicable Interest Payment Date cash in an aggregate amount 
equal to the interest payable on such Interest Payment Date, or (b) entitle such holders to receive any Common 
Shares in satisfaction of the Interest Obligation. 
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Events of Default and Waiver 

The Debenture Indenture will provide that an event of default (“Event of Default”) in respect of the 
Debentures will occur if any one or more of the following described events has occurred and is continuing with 
respect to such Debentures: (a) failure for 30 days to pay interest on such Debentures when due; (b) failure to pay 
the principal of such Debentures when due, whether at maturity, upon redemption, by declaration or otherwise; (c) 
failure to make a Debenture Offer as and when required pursuant to the Debenture Indenture; (d) certain events of 
bankruptcy, insolvency or certain reorganizations of the Corporation under bankruptcy or insolvency laws; or (e) 
certain events with respect to the winding-up or liquidation of the Corporation occur. If an Event of Default has 
occurred and is continuing, the Debenture Trustee may, in its discretion (subject to waiver thereof by the 
Debentureholders), and will upon request of holders of not less than 25% of the principal amount of the Debentures 
then outstanding (excluding any Debentures owned directly or indirectly by the Corporation or a subsidiary of the 
Corporation), declare the principal of and interest on all outstanding Debentures to be immediately due and payable. 
In certain cases, the holders of more than 50% of the principal amount of such Debentures then outstanding 
(excluding any Debentures owned directly or indirectly by the Corporation or a subsidiary of the Corporation) may, 
on behalf of the holders of all such Debentures, waive any Event of Default and/or cancel any such declaration upon 
such terms and conditions as such holders may prescribe. Failure to pay as a result of the subordination provisions 
will not prevent an Event of Default from arising. 

Modification 

The rights of the holders of the Debentures as well as any other series of debentures that may be issued 
under the Debenture Indenture may be modified in accordance with the terms of the Debenture Indenture. For that 
purpose, among others, the Debenture Indenture will contain certain provisions which will make binding on all 
Debentureholders resolutions passed at meetings of the holders of Debentures by votes cast thereat by holders of not 
less than 66⅔% of the principal amount of the Debentures (excluding any Debentures owned directly or indirectly 
by the Corporation or a subsidiary of the Corporation) present at the meeting or represented by proxy, or rendered 
by instruments in writing signed by the holders of not less than 66⅔% of the principal amount of the Debentures 
then outstanding (excluding any Debentures owned directly or indirectly by the Corporation or a subsidiary of the 
Corporation). In certain cases, the modification will, instead or in addition, require assent by the holders of the 
required percentage of Debentures of each particularly affected series. 

The Corporation and the Debenture Trustee may, without the consent or concurrence of the 
Debentureholders under the Debenture Indenture, by supplemental indenture or otherwise, make any changes or 
corrections in the Debenture Indenture which they have been advised by counsel are required for the purpose of 
curing or correcting any ambiguity or defective or inconsistent provisions or clerical omissions or mistakes or 
manifest errors contained therein or in any indenture supplemental thereto. 

Book-Based System for Debentures 

On the Closing Date (i) the Debentures will be issued and deposited in “book entry only” form or electronic 
form with CDS or its nominee pursuant to the book-based system administered by CDS; (ii) certificates evidencing 
the Debentures will not be issued to purchasers; and (iii) purchasers will receive only a customer confirmation from 
the Underwriter or other registered dealer who is a participant in the depository of CDS (a “Participant”) and from 
or through whom a beneficial interest in the Debentures are purchased. 

Neither the Corporation nor the Underwriters or the Debenture Trustee will assume any liability for: (a) any 
aspect of the records relating to the beneficial ownership of the Debentures held by CDS or the payments relating 
thereto; (b) maintaining, supervising or reviewing any records relating to the Debentures; or (c) any advice or 
representation made by or with respect to CDS and those contained in this Prospectus and relating to the rules 
governing CDS or any action to be taken by CDS or at the direction of its Participants. The rules governing CDS 
provide that it acts as the agent and depository for the Participants. As a result, Participants must look solely to CDS 
and persons, other than Participants, having an interest in the Debentures must look solely to Participants for the 
payment of the principal and interest on the Debentures paid by or on behalf of the Corporation to CDS. 

As indirect holders of Debentures, investors should be aware that they (subject to the situations described 
below): (a) may not be able to sell the Debentures to institutions required by law to hold physical certificates for 
securities they own; and (b) may be unable to pledge Debentures as security. 

The Debentures will be issued in fully registered and certificate form (the “Debenture Certificates”) only 
if: (a) required to do so by applicable law; (b) the book-based system ceases to exist; (c) the Corporation or CDS 
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advises the Debenture Trustee that CDS is no longer willing or able to continue as depository with respect to the 
Debentures and the Corporation has not appointed a successor depository; (d) the Corporation, at its option, decides 
to terminate the book-based system; or (e) after the occurrence of an Event of Default, Participants acting on behalf 
of beneficial owners representing, in the aggregate, more than 25% of the aggregate principal amount of the 
Debentures then outstanding (excluding any Debentures owned directly or indirectly by the Corporation or a 
subsidiary of the Corporation) advise CDS in writing that the continuation of a book-based system through CDS is 
no longer in their best interest, and provided that the Debenture Trustee has not waived the Event of Default in 
accordance with the terms of the Debenture Indenture. 

Upon the termination of the book-based system on the occurrence of any of the events described in the 
immediately preceding paragraph, the Debenture Trustee must notify the beneficial owners of the Debentures, 
through CDS, of the availability through CDS of Debenture Certificates. Upon surrender by CDS of the Debentures 
and receipt of instructions from CDS for the new registrations, the Debenture Trustee will deliver the Debentures in 
the form of Debenture Certificates and thereafter the Corporation will recognize the holders of such Debenture 
Certificates as Debenture holders under the Debenture Indenture. 

Interest on the Debentures will be paid directly to CDS while the book-based system is in effect. If 
Debenture Certificates are issued, interest will be paid by cheque drawn on the Corporation and sent by prepaid mail 
to the registered holder by the Debenture Trustee or by such other means as may become customary for the payment 
of interest. Payment of principal, including payment in the form of Common Shares if applicable, and the interest 
due, at maturity or on a redemption date, will be paid directly to CDS by the Debenture Trustee while the book-
based system is in effect. If Debenture Certificates are issued, payment of principal, including payment in the form 
of Common Shares, if applicable, and interest due, at maturity or on a redemption date, will be paid upon surrender 
thereof at any office of the Debenture Trustee or as otherwise specified in the Debenture Indenture. 

Transfers of beneficial ownership in Debentures will be effected through records maintained by CDS or its 
nominees for such Debentures (with respect to interests of Participants) and on the records of Participants (with 
respect to interests of persons other than Participants). Unless the Corporation elects, in its sole discretion, to prepare 
and deliver Debenture Certificates, beneficial owners who are not Participants in CDS’ book-based system, but who 
desire to purchase, sell or otherwise transfer ownership of or other interests in Debentures, may do so only through 
Participants in CDS’ book-based system. 

Governing Law 

Each of the Debenture Indenture and the Debentures will be governed by, and will be construed in 
accordance with, the laws of the Province of British Columbia. 

DESCRIPTION OF THE COMMON SHARES 

The authorized capital of the Corporation consists of an unlimited number of Common Shares of which 
106,197,286 Common Shares are issued and outstanding as at the date of this Prospectus.  Each Common Share 
entitles the holder thereof to one vote per Common Share at meetings of Shareholders, to receive dividends if, as and 
when declared by the board of directors of the Corporation and to receive pro rata the remaining property and assets 
of the Corporation upon its dissolution or winding-up. Shareholders have no pre-emptive, subscription or conversion 
rights. 

All Common Shares are of the same class with equal rights and privileges. Common Shares are not subject 
to future calls or assessments. The Corporation may issue additional Common Shares and options therefor from time 
to time on terms and conditions acceptable to the directors. 

The amount of cash dividends distributed monthly per Common Share to Shareholders will be equal to a 
pro rata share of such monthly cash dividends.  The Corporation intends to pay monthly dividends to Shareholders, 
substantially all of which will be considered income of Shareholders for Canadian tax purposes.  See “Dividend 
Policy”. 

As at the date of this Prospectus, there were 2,232,900 stock options outstanding and exercisable at prices 
from $1.50 to $3.22 per Common Share and 561,832 restricted share units (“RSUs”) outstanding which vest 
between December 15, 2017 and April 1, 2020 into an equal number of 561,832 Common Shares. 
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PLAN OF DISTRIBUTION 

Pursuant to the Underwriting Agreement, the Corporation has agreed to issue and sell and the Underwriters 
have agreed to purchase on the Closing Date, subject to the terms and conditions contained in the Underwriting 
Agreement, and subject to the approval of certain legal matters on behalf of the Corporation by Farris, Vaughan, 
Wills & Murphy LLP and on behalf of the Underwriters by Stikeman Elliott LLP, $50,000,000 aggregate principal 
amount of Initial Debentures offered hereby at the Offering Price for total gross consideration of $50,000,000, 
payable in cash to the Corporation against delivery of the Initial Debentures. The obligations of the Underwriters 
under the Underwriting Agreement are several (and not joint or joint and several) and may be terminated at their 
discretion upon the occurrence of certain stated events. The Underwriters are, however, obligated to take and pay for 
all of the Initial Debentures if any of the Initial Debentures are purchased under the Underwriting Agreement. 

The Offering Price was determined by negotiation between the Lead Underwriter, on behalf of the 
Underwriters, and the Corporation with reference to the prevailing market price of the Common Shares and other 
factors.  The Corporation has agreed to pay the Underwriters a commission of $40.00 per Initial Debenture, or 4.0% 
of the gross proceeds from the sale of the Initial Debentures, being an aggregate of $2,000,000. The Underwriters 
will also be reimbursed for certain expenses incurred in connection with the Offering. The Corporation has also 
granted to the Underwriters the Over-Allotment Option, exercisable in whole or in part and at any time not later than 
the 30th day following the Closing Date, to purchase up to $7,500,000 aggregate principal amount of Over-
Allotment Debentures at the Offering Price payable in immediately available funds against the delivery of such 
Over-Allotment Debentures to cover over-allotments and for market stabilization purposes, if any.  If the Over-
Allotment Option is exercised, the Underwriters will receive a fee of $40.00 per Over-Allotment Debenture, or 4.0% 
of the gross proceeds from the sale of the Over-Allotment Debentures purchased pursuant to such Over-Allotment 
Option. 

The Underwriters propose to offer the Debentures to the public in each of the provinces of Canada, other 
than Quebec, initially at the Offering Price. Without affecting the firm obligation of the Underwriters to purchase the 
Initial Debentures in accordance with the Underwriting Agreement, the Underwriters may decrease the Offering 
Price of the Debentures which they sell under this Prospectus after they have made a reasonable effort to sell all 
such Debentures at the Offering Price. The sale by the Underwriters of Debentures at a price of less than the 
Offering Price will have the effect of reducing the compensation realized by the Underwriters by the amount that the 
aggregate price paid by the purchasers for the Debentures is less than the gross proceeds paid by the Underwriters to 
the Corporation for the Debentures.  

Subscriptions for the Debentures will be received subject to rejection or allotment in whole or in part and 
the right is reserved to close the subscription books at any time without notice. 

This Prospectus qualifies the distribution of the Debentures and the grant of the Over-Allotment Option as 
well as the distribution of the Debentures issuable upon the exercise of the Over-Allotment Option.  A purchaser 
who acquires Debentures forming part of the Underwriters’ over-allotment position acquires those Debentures under 
this Prospectus, regardless of whether the over-allocation position is ultimately filled through the exercise of the 
Over-Allotment Option or secondary market purchases.  

The Corporation has agreed to indemnify the Underwriters and each of their directors, officers, employees, 
affiliates, advisors, and agents and each other person, if any, controlling the Underwriters against certain liabilities 
including, without limitation, civil liabilities under Canadian provincial securities legislation and to contribute to any 
payments the Underwriters may be required to make in respect thereof. 

The Underwriting Agreement provides that other than the Debentures offered under this Prospectus, the 
Corporation will not issue any Common Shares or securities convertible into Common Shares for a period of 90 
days from the Closing Date without the prior written consent of the Lead Underwriter, such consent not to be 
unreasonably withheld, except pursuant to the Corporation’s amended and restated stock option plan, amended and 
restated long term incentive plan, dividend reinvestment plan, outstanding convertible securities or securities 
convertible into Common Shares issued in connection with acquisitions provided such convertible securities have 
terms substantially similar to those issued in connection with past royalty acquisitions completed by the 
Corporation. 

Pursuant to rules of certain Canadian securities regulatory authorities and self regulatory organizations, the 
Underwriters may not, throughout the period of distribution, bid for or purchase Debentures and/or Common Shares. 
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The foregoing restriction is subject to exceptions, on the condition that the bid or purchase is not engaged in for the 
purpose of creating actual or apparent active trading in, or raising the price of the Debentures and/or Common 
Shares. These exceptions include a bid or purchase permitted under the rules of the applicable regulatory authorities 
relating to market stabilization and passive market making activities and a bid or purchase made for and on behalf of 
a customer where the order was not solicited during the period of distribution. Under the first mentioned exception, 
in connection with the Offering, the Underwriters may affect transactions which stabilize or maintain the market 
price of the Debentures and/or the Common Shares at levels other than those which might otherwise prevail in the 
open market. Those transactions, if commenced, may be discontinued at any time. 

The Exchange has conditionally approved the listing of the Debentures and the Common Shares issuable 
upon conversion of the Debentures on the Exchange. Listing is subject to the Corporation fulfilling all of the listing 
requirements of the Exchange on or before January 19, 2018.  

There is currently no market through which the Debentures may be sold and purchasers may not be able to 
resell any of the Debentures purchased under this Prospectus. This may affect the pricing of the Debentures in the 
secondary market, the transparency and availability of trading prices, the liquidity of the Debentures, and the extent 
of issuer regulation. See “Risk Factors”. 

The closing of the Offering is expected to occur on or about November 7, 2017, or such other date as the 
Corporation and the Underwriters may agree, but in any event not later than 42 days after the receipt for this 
Prospectus.  

The Canadian chartered bank affiliate of CIBC World Markets Inc. has acted as a lender to make credit 
facilities (the SGRS Term Loan, SGRS Operating Loan, AM Term Loan and AM Operating Loan) available to 
SGRS LP and AM LP respectively. In addition, the Canadian chartered bank affiliate of BMO Nesbitt Burns Inc. 
has acted as a lender to make credit facilities (the ML Term Loan and ML Operating Loan) available to ML LP. 
Accordingly, under applicable securities laws, the Corporation may be considered a “connected issuer” to CIBC 
World Markets Inc. and to BMO Nesbitt Burns Inc.   

As of June 30, 2017, SGRS LP owed a total of approximately $6,300,000 under the SGRS Term Loan. As 
of June 30, 2017, no amounts were owed under the SGRS Operating Loan. As of June 30, 2017, ML LP owed a total 
of approximately $34,600,000 under the ML Term Loan. As of June 30, 2017, no amounts were owed under the ML 
Operating Loan.  The AM Term Loan and AM Operating Loan were not made available to AM LP until September 
6, 2017, and as of the date of this Prospectus, the Corporation owed a total of approximately $17,400,000 under the 
AM Term Loan. As of the date of this Prospectus, no amounts were owed under the AM Operating Loan. 

The Corporation understands that SGRS LP is in compliance with the terms of the SGRS Term Loan and 
SGRS Operating Loan and that there has been no breach or waiver of breach of the terms of such credit facilities 
since the date of execution of the SGRS Credit Agreement, as amended, governing the credit facilities. The credit 
facilities are secured by a general security interest over the assets of SGRS LP. SGRS LP has also assigned to the 
lender its rights under the SGRS Licence and Royalty Agreement and related security as security for the credit 
facilities.  The credit facilities are also guaranteed by SGRS GP and, on a limited recourse-basis, by the Corporation.  
SGRS GP has granted in favour of the lender a general security interest over all of its assets as security for its 
guarantee.  The Corporation has granted in favour of the lender a pledge of its units of SGRS LP and common 
shares of SGRS GP and an assignment of distributions of SGRS LP.  Recourse under the guarantee given by the 
Corporation is limited to realization under such pledge and assignment of distributions. Neither the financial 
position of the Corporation nor SGRS LP nor the value of the security of the lender has deteriorated since the 
indebtedness under the credit facilities was incurred by SGRS LP. 

The Corporation understands that ML LP is in compliance with the terms of the ML Term Loan and ML 
Operating Loan and that there has been no breach or waiver of breach of the terms of such credit facilities since the 
date of execution of the ML Credit Agreement, as amended, governing the credit facilities. The credit facilities are 
secured by a general security interest over the assets of ML LP. ML LP has also assigned to the lender its rights 
under the ML Licence and Royalty Agreement, as amended, and related security as security for the credit facilities.  
The credit facilities are also guaranteed by ML GP and, on a limited recourse-basis, by the Corporation.  ML GP has 
granted in favour of the lender a general security interest over all of its assets as security for its guarantee.  The 
Corporation has granted in favour of the lender a pledge of its units of ML LP and common shares of ML GP and an 
assignment of distributions of ML LP.  Recourse under the guarantee given by the Corporation is limited to 
realization under such pledge and assignment of distributions. Neither the financial position of the Corporation nor 
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ML LP nor the value of the security of the lender has deteriorated since the indebtedness under the credit facilities 
was incurred by ML LP. 

The Corporation understands that AM LP is in compliance with the terms of the AM Term Loan and AM 
Operating Loan and that there has been no breach or waiver of breach of the terms of such credit facilities since the 
date of execution of the AM Credit Agreement governing the credit facilities. The AM Term Loan and AM 
Operating Loan are secured by the AIR MILES® Rights and the royalties payable by LoyaltyOne under the AIR 
MILES® Licences. The AM Term Loan and the AM Operating Loan are also guaranteed by AM GP and, on a 
limited recourse basis, by the Corporation. AM GP has granted in favour of the lender under the AM Credit 
Agreement a general security interest over all of AM GP’s assets as security for its guarantee. The Corporation has 
granted in favour of the lender under the AM Credit Agreement a pledge of all its AM LP Units and all of its 
common shares of AM GP and an assignment of distributions of AM LP. Recourse under the guarantee given by the 
Corporation is limited to realization under such pledge and assignment of distributions. Neither the financial 
position of the Corporation nor AM LP nor the value of the security of the lender has deteriorated since the 
indebtedness under the credit facilities was incurred by AM LP. 

The decision to issue the Debentures and the determination of the terms of the Offering were made through 
negotiation between the Corporation and the Underwriters. The Canadian chartered banks of which CIBC World 
Markets Inc. and BMO Nesbitt Burns Inc., respectively, are subsidiaries, did not have any involvement in such 
decision or determination. As a consequence of the Offering, CIBC World Markets Inc. and BMO Nesbitt Burns 
Inc. will receive their proportionate share of the Underwriters’ Fee.  Except to the extent that CIBC World Markets 
Inc. and BMO Nesbitt Burns Inc. may receive a portion of the sales fees payable to the Underwriters as a result of 
sales of Debentures by CIBC World Markets Inc. and BMO Nesbitt Burns Inc., respectively, and as the intended use 
of proceeds is not to pay down indebtedness, proceeds from the Offering will not be applied for the benefit of CIBC 
World Markets Inc. or BMO Nesbitt Burns Inc.  Neither CIBC World Markets Inc. nor BMO Nesbitt Burns Inc. 
beneficially owns, directly or indirectly, any securities of the Corporation. 

This Prospectus constitutes a public offering of the Debentures only in those jurisdictions where they may 
be lawfully offered for sale and therein only by persons permitted to sell such securities. This Prospectus does not 
constitute an offer to sell or a solicitation of an offer to buy any of the Debentures offered hereby in the United 
States. The Debentures have not been and will not be registered under the U.S. Securities Act or any state securities 
laws and such securities may not be offered or sold in the U.S. except in compliance with exemptions from the 
registration requirements of the U.S. Securities Act and applicable state securities laws. Accordingly, the Debentures 
will only be offered or sold within the U.S. pursuant to Rule 144A under the U.S. Securities Act and similar 
exemptions under applicable state securities laws.  The Debentures will also be offered and sold outside the United 
States only in accordance with Rule 903 of Regulation S under the U.S. Securities Act.  

In addition, until 40 days after the commencement of this Offering, an offer or sale of the Debentures 
offered under this Prospectus or the Common Shares issuable upon the conversion of the Debentures within the 
United States by any dealer (whether or not participating in the Offering) may violate the registration requirements 
of the U.S. Securities Act if such offer or sale is made otherwise than in accordance with an exemption from the 
registration requirements of the U.S. Securities Act. 

CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS  

In the opinion of Farris, Vaughan, Wills & Murphy LLP, counsel to the Corporation, and Stikeman Elliott 
LLP, counsel to the Underwriters, the following is, as of the date hereof, a summary of the principal Canadian 
federal income tax considerations pursuant to the Tax Act that generally apply to a holder of Debentures who 
acquires Debentures pursuant to the Offering and who, for purposes of the Tax Act and at all relevant times, is or is 
deemed to be resident in Canada, holds the Debentures and the Common Shares, if any, issued on the conversion, 
redemption or maturity of the Debentures (collectively, the “Securities”) as capital property, deals at arm’s length 
with the Corporation and the Underwriters and is not affiliated with the Corporation or the Underwriters (a 
“Holder”). Generally, the Securities will be considered to be capital property to a Holder provided that the Holder 
does not hold the Securities in the course of carrying on a business of buying and selling, trading or dealing in 
securities and has not acquired them in one or more transactions considered to be an adventure or concern in the 
nature of trade. Certain Holders who might not otherwise be considered to hold their Debentures and Common 
Shares as capital property may, in certain circumstances, be entitled to have their Debentures and Common Shares 
and all other “Canadian securities” owned or subsequently acquired by the them treated as capital property by 
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making the irrevocable election permitted by subsection 39(4) of the Tax Act. Holders should consult their own tax 
advisors regarding this election. 

This summary does not apply to a Holder: (i) that is a “financial institution” (as defined in the Tax Act for 
purposes of the mark-to-market rules); (ii) that is a “specified financial institution” (as defined in the Tax Act); (iii) 
an interest in which is a “tax shelter investment” (as defined in the Tax Act); (iv) who makes or has made a 
functional currency reporting election pursuant to section 261 of the Tax Act; or (v) who has entered or will enter 
into a “derivative forward agreement” as that term is defined in the Tax Act with respect to any of the Securities. 
Any such Holder should consult its own tax advisor with respect to an investment in the Securities. In addition, this 
summary does not address the deductibility of interest by a Holder who has borrowed money or otherwise incurred 
debt in connection with the acquisition of the Securities. 

This summary is based on the provisions of the Tax Act and the Regulations in force at the date hereof, all 
specific proposals to amend the Tax Act or the Regulations which have been publicly announced by or on behalf of 
the Minister of Finance (Canada) prior to the date hereof (the “Proposed Amendments”), as well as counsel’s 
understanding of the current published administrative policies and assessing practices of the Canada Revenue 
Agency (“CRA”) made publicly available prior to the date hereof. This summary assumes the Proposed 
Amendments will be enacted in the form proposed; however, no assurance can be given that the Proposed 
Amendments will be enacted in the form proposed or at all. This summary does not take into account the discussion 
paper seeking input on possible approaches to address certain perceived tax advantages of investing passively 
through a private corporation released, for consultation, by the Minister of Finance (Canada) on July 18, 2017. See, 
in this regard, “Risk Factors – Risk Factors Relating to the Offering – Change of Tax Law”.  This summary is not 
exhaustive of all possible Canadian federal income tax considerations and, except for the Proposed Amendments, 
does not take into account any changes in the law or in administrative policies or assessing practices, whether by 
legislative, governmental or judicial action, nor does it take into account any other federal or any provincial, 
territorial or foreign tax considerations, which may differ significantly from those discussed herein. 

This summary is of a general nature only and is not intended to be, nor should it be construed to be, legal or 
tax advice to a particular Holder or prospective Holder of Securities, and no representation with respect to the 
income tax consequences to any Holder or prospective Holder is made. This summary is not exhaustive of all 
Canadian federal income tax consequences. Consequently, prospective Holders should consult their own tax 
advisors for advice with respect to the tax consequences to them of acquiring the Securities pursuant to the Offering, 
having regard to their particular circumstances. 

Taxation of Interest on Debentures 

A Holder of Debentures that is a corporation, partnership, unit trust or any trust of which a corporation or a 
partnership is a beneficiary will be required to include in computing its income for a taxation year any interest on the 
Debentures that accrues (or is deemed to accrue) to it to the end of the taxation year or that has become receivable 
by or is received by the Holder before the end of that taxation year, including on a conversion, redemption or 
repayment at maturity, except to the extent that such interest was included in computing the Holder’s income for a 
preceding taxation year. 

Any other Holder, including an individual (other than a unit trust or trust of which a corporation or 
partnership is a beneficiary) will be required to include in computing income for a taxation year all interest on the 
Debentures that is received or receivable by the Holder in that taxation year (depending upon the method regularly 
followed by the Holder in computing income), including on a conversion, redemption or repayment at maturity, 
except to the extent that the interest was included in the Holder’s income for a preceding taxation year. In addition, 
if at any time a Debenture should become an “investment contract” (as defined in the Tax Act) in relation to a 
Holder, such Holder will be required to include in computing income for a taxation year any interest that accrues to 
the Holder on the Debenture up to the end of any “anniversary day” (as defined in the Tax Act) in that year to the 
extent such interest was not otherwise included in computing the Holder’s income for that year or a preceding year. 

A Holder of Debentures that throughout the relevant taxation year is a “Canadian-controlled private 
corporation” (as defined in the Tax Act) may be liable to pay the refundable tax on its “aggregate investment 
income”, which is defined in the Tax Act to include interest income. 

As described above under the heading “Description of the Debentures — Interest Payment Election”, the 
Corporation may elect to pay interest by issuing Common Shares to the Debenture Trustee for sale on behalf of the 
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Corporation, in which event a Holder would be entitled to receive a cash payment equal to the interest owed to the 
Holder from the proceeds of sale of such Common Shares by the Debenture Trustee. If the Corporation were to pay 
interest in this manner, the Canadian federal income tax consequences to a Holder would generally be the same as 
those described above. 

Exercise of the Conversion Privilege 

A Holder who converts a Debenture into Common Shares (or Common Shares and cash delivered in lieu of 
a fraction of a Common Share) pursuant to the conversion privilege under the terms of the Debenture will be 
deemed not to have disposed of the Debenture and, accordingly, will not recognize a capital gain (or capital loss) 
upon such conversion. Under the current administrative practice of CRA, a Holder who, upon conversion of a 
Debenture, receives cash not in excess of $200 in lieu of a fraction of a Common Share may either treat this amount 
as proceeds of disposition of a portion of the Debenture, thereby recognizing a capital gain (or capital loss), or 
reduce the adjusted cost base of the Common Shares that the Holder receives on the conversion by the amount of the 
cash received. 

Upon a conversion of a Debenture, accrued interest will be paid as described above and to the extent not 
otherwise previously included in income, will be required to be included in computing the income of the Holder as 
described above under “Taxation of Interest on Debentures”. 

The aggregate cost to a Holder of the Common Shares acquired on the conversion of a Debenture into 
Common Shares (or Common Shares and cash delivered in lieu of a fraction of a Common Share) will generally be 
equal to the aggregate of the Holder’s adjusted cost base of the Debenture immediately before the conversion, minus 
any reduction of adjusted cost base for fractional shares as discussed above. The adjusted cost base to a Holder of 
Common Shares acquired at any time will be determined by averaging the cost of such Common Shares with the 
adjusted cost base of any other Common Shares owned by the Holder as capital property at that time. 

Disposition of Debentures 

A disposition or deemed disposition of a Debenture by a Holder, including a redemption, payment on 
maturity or purchase for cancellation, but not including the conversion of a Debenture into Common Shares pursuant 
to the Holder’s right of conversion described above, will generally result in the Holder realizing a capital gain (or 
capital loss) equal to the amount by which the proceeds of disposition (net of any amount otherwise required to be 
included in the Holder’s income as interest), are greater (or less) than the aggregate of the Holder’s adjusted cost 
base thereof and any reasonable costs of disposition. Such capital gain (or capital loss) will be subject to the tax 
treatment described below under “– Taxation of Capital Gains and Capital Losses”. 

If the Corporation elects to pay any amount upon the redemption, purchase or maturity of a Debenture by 
issuing Common Shares to a Holder (but not including by the conversion of a Debenture into Common Shares 
pursuant to the Holder’s conversion privilege as described above), the Holder’s proceeds of disposition of the 
Debenture will be equal to the fair market value, at the time of disposition of the Debenture, of the Common Shares 
and any other consideration so received (except consideration received in satisfaction of any accrued interest). The 
Holder’s cost of the Common Shares so received will be equal to the fair market value of such Common Shares 
received on the date of redemption, purchase or maturity. The adjusted cost base to a Holder of Common Shares 
acquired at any time will be determined by averaging the cost of such Common Shares with the adjusted cost base of 
any other Common Shares owned by the Holder as capital property at that time. 

Upon an assignment or other transfer of a Debenture, interest accrued thereon from the last Interest 
Payment Date to the date of assignment or other transfer, to the extent that such interest has not otherwise been 
included in computing the income of the Holder for the taxation year or a preceding taxation year, will be included 
in computing the income of the Holder and will be excluded in computing the Holder’s proceeds of disposition of 
the Debentures. 

Receipt of Dividends on Common Shares 

A Holder generally will be required to include in computing its income for a taxation year any dividends 
received or deemed to be received on such Holder’s Common Shares during such taxation year. 
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In the case of a Holder who is an individual (other than certain trusts), such dividends will be subject to the 
gross-up and dividend tax credit rules that apply to dividends received from “taxable Canadian corporations” (as 
defined in the Tax Act), including the enhanced gross-up and dividend tax credit for dividends designated by the 
Corporation as “eligible dividends” (as defined in the Tax Act). There may be limitations on the Corporation’s 
ability to designate dividends as “eligible dividends”. 

Taxable dividends received by a Holder who is an individual (other than certain trusts) may result in such 
Holder being liable for alternative minimum tax under the Tax Act. Holders who are individuals should consult their 
own tax advisors in this regard. 

In the case of a Holder that is a corporation, the amount of any such dividend that is included in its income 
for a taxation year will generally be deductible in computing its taxable income for that taxation year. In certain 
circumstances, subsection 55(2) of the Tax Act will treat a taxable dividend received by a Holder that is a 
corporation as proceeds of disposition or a capital gain. Holders that are corporations should consult their own tax 
advisors having regard to their own circumstances. Certain corporations, including a “private corporation” or a 
“subject corporation” (as such terms are defined in the Tax Act), may be liable to pay a refundable tax under Part IV 
of the Tax Act on dividends received (or deemed to be received) on Common Shares in a taxation year to the extent 
that such dividends are deductible in computing the corporation’s taxable income for the year. 

Disposition of Common Shares 

A disposition or deemed disposition of a Common Share by a Holder (except to the Corporation, other than 
by a purchase by the Corporation in the open market if the Corporation acquired the Common Shares in the manner 
in which shares would normally be purchased by any member of the public in the open market) will generally result 
in the Holder realizing a capital gain (or capital loss) equal to the amount by which the proceeds of disposition of the 
Common Share are greater (or less) than the aggregate of the Holder’s adjusted cost base thereof and any reasonable 
cost of disposition. Such capital gain (or capital loss) will be subject to the tax treatment described below under “– 
Taxation of Capital Gains and Capital Losses”. 

Taxation of Capital Gains and Capital Losses 

A Holder generally will be required to include in computing its income for a taxation year one-half of the 
amount of any capital gain realized by a Holder (a “taxable capital gain”) in that taxation year, and one-half of the 
amount of any capital loss realized by a Holder (an “allowable capital loss”) in a taxation year must be deducted 
from taxable capital gains realized by the Holder in that year. Allowable capital losses for a taxation year in excess 
of taxable capital gains for that year generally may be carried back and deducted in any of the three preceding 
taxation years or carried forward and deducted in any subsequent taxation year against net taxable capital gains 
realized in such years, to the extent and under the circumstances described in the Tax Act. 

The amount of any capital loss realized by a Holder that is a corporation on the disposition of a Common 
Share may be reduced by the amount of any dividends received or deemed to be received by the Holder on such 
Common Share (or on a share for which the Common Share has been substituted) to the extent and under the 
circumstances described in the Tax Act. Similar rules may apply where a Common Share is owned by a partnership 
or trust of which a corporation, trust or partnership is a member or beneficiary. 

A Holder that is throughout the relevant taxation year a “Canadian-controlled private corporation” (as 
defined in the Tax Act) may be liable to pay, in addition to tax otherwise payable under the Tax Act, refundable tax 
on certain investment income including taxable capital gains. 

Capital gains realized by an individual (including certain trusts) may give rise to liability for alternative 
minimum tax as calculated under the detailed rules set out in the Tax Act. 
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RISK FACTORS 

An investment in the Debentures and/or the Common Shares issuable upon the conversion of the 
Debentures is subject to a number of risks.  Prior to making an investment in the Debentures, investors 
should carefully consider the risks described at pages 52-68 under the heading “Risk Factors” of the AIF, 
which is incorporated by reference herein and available on SEDAR at www.sedar.com, the risks identified 
elsewhere in this Prospectus and the other documents incorporated by reference herein and the risk factors 
set forth below. The risks described herein are not the only risks facing the Corporation. Additional risks and 
uncertainties not currently known to the Corporation, or that the Corporation currently deems immaterial, 
may also materially and adversely affect its business. 

Risks Related to the Offering 

No Prior Public Market for the Debentures 

There is currently no market through which the Debentures may be sold and purchasers may not be able to 
resell the Debentures purchased under this Prospectus. Although the Corporation has applied to list the Debentures 
and the Common Shares issuable upon conversion of the Debentures on the Exchange, listing will be subject to the 
Corporation fulfilling all of the listing requirements of the Exchange. No assurance can be given that an active or 
liquid trading market for the Debentures will develop or be sustained. If an active or liquid market for the 
Debentures fails to develop or be sustained, the price at which the Debentures trade may be adversely affected. 

Credit Risk and Earnings Coverage Ratios 

The likelihood that purchasers of the Debentures will receive payments owing to them under the terms of 
the Debentures will depend on the financial health and creditworthiness of the Corporation and the ability of the 
Corporation to earn revenues. See “Earnings Coverage Ratios”, which is relevant to an assessment of the risk that 
the Corporation may be unable to pay interest or principal on the Debentures when due. 

Prior Ranking Indebtedness 

The Debentures will be subordinate to all Senior Indebtedness of the Corporation and to any indebtedness 
of trade creditors of the Corporation as well as other liabilities and obligations. Therefore, if the Corporation 
becomes bankrupt, liquidates its assets, reorganizes or enters into certain other transactions, the Corporation’s assets 
will be available to pay its obligations with respect to the Debentures only after it has paid all of its Senior 
Indebtedness in full. There may be insufficient assets remaining following such payments to pay amounts due on 
any or all of the Debentures then outstanding. In addition, in case of a circumstance constituting a default or event of 
default with respect to any full recourse secured Senior Indebtedness (excluding equipment and vehicle leases) 
permitting a Senior Creditor to demand payment or accelerate the maturity thereof where the notice of such default 
or event of default has been given by or on behalf of the Senior Creditors to the Corporation, unless and until such 
default or event of default shall have been cured or waived or shall have ceased to exist, the Corporation will not 
make any payment on account of the Debentures after the happening of such a default or event of default. 

In addition, a significant amount of the Corporation’s business is conducted through its subsidiaries. None 
of the Corporation’s subsidiaries has guaranteed or otherwise become obligated with respect to the Debentures and, 
as a result, the Debentures will be structurally subordinated to all liabilities and other obligations of the 
Corporation’s subsidiaries. Accordingly, the Corporation’s right to receive assets from any of its subsidiaries upon 
the Corporation’s bankruptcy, liquidation or reorganization, and the right of Debentureholders to participate in those 
assets, is structurally subordinated to claims of that subsidiary’s creditors, including trade creditors. Even if the 
Corporation were a creditor of any of its subsidiaries, the Corporation’s rights as a creditor would be subordinate to 
any security interest in the assets of that subsidiary and any indebtedness of that subsidiary senior to that held by the 
Corporation. 

Repayment of the Debentures 

The Debentures will mature on December 31, 2022. The Corporation may not be able to refinance the 
principal amount of the Debentures in order to repay the principal outstanding or may not have generated enough 
cash from operations to meet this obligation. There is no guarantee that the Corporation will be able to repay the 
outstanding principal amount upon maturity of the Debentures. 

http://www.sedar.com/
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Absence of Covenant Protection 

The Debenture Indenture will not restrict the Corporation from incurring additional indebtedness for 
borrowed money or from mortgaging, pledging or charging its properties to secure any indebtedness. Nor will the 
Debenture Indenture prohibit or limit the ability of the Corporation to pay dividends. The Debenture Indenture will 
not contain any provision specifically intended to protect holders of the Debentures in the event of a future 
leveraged transaction involving the Corporation. 

Prevailing Yields on Similar Securities 

Prevailing yields on similar securities will affect the market value of the Debentures. Assuming all other 
factors remain unchanged, the market value of the Debentures will decline as prevailing yields for similar securities 
rise, and will increase as prevailing yields for similar securities decline. 

Possible Dilutive Effects on Holders of Common Shares 

The Corporation may determine to redeem outstanding Debentures for Common Shares, to repay 
outstanding principal amounts of the Debentures at maturity by issuing additional Common Shares or, subject to 
regulatory approval, satisfy all or part of the Corporation’s obligation to pay interest on the Debentures in 
accordance with the Debenture Indenture by delivering sufficient Common Shares to the Debenture Trustee. 
Accordingly, holders of Common Shares may suffer dilution. 

Possible Dilutive Effects of Future Financings 

Future sales or issuances of debt or equity securities could increase the Corporation’s debt service 
obligations, decrease the value of any existing Common Shares, dilute investors’ voting power, reduce the 
Corporation’s earnings per share and make future sales of the Corporation’s equity securities more difficult. Sales of 
Common Shares by shareholders might also make it more difficult for the Corporation to sell equity securities at a 
time and price that it deems appropriate. The Corporation cannot predict the effect, if any, that future sales and 
issuances of debt or equity securities will have on the market price of the Common Shares. Sales or issuances of a 
substantial number of equity securities, or the perception that such sales could occur, may adversely affect 
prevailing market prices for the Common Shares. 

Redemption Prior to Maturity 

The Debentures may, subject to the subordination provisions of the Debentures, be redeemed, at the option 
of the Corporation, on and after January 1, 2021 and prior to the Maturity Date at any time and from time to time 
(provided that, in the case of any redemption between January 1, 2021 and December 31, 2021, the Current Market 
Price of the Common Shares on the date on which notice of redemption is given is not less than 125% of the 
Conversion Price), upon payment of the principal, together with any accrued and unpaid interest. 

The Corporation may exercise this redemption option if the Corporation is able to refinance at a lower 
interest rate or it is otherwise in the interest of the Corporation to redeem the Debentures. The Corporation’s ability 
to redeem the Debentures may be limited by law, by the Debenture Indenture (including due to the subordination 
provisions), by the terms of other existing or future agreements relating to the credit facilities and other indebtedness 
and agreements that the Corporation may enter into in the future which may replace, supplement or amend its future 
debt. See “Description of the Debentures - Redemption”. 

Change of Control 

The Corporation will be required, subject to the subordination provisions of the Debentures, to make an 
offer to purchase all of the outstanding Debentures for cash in the event of certain transactions that would constitute 
a Change of Control. The Corporation cannot assure holders of Debentures that, if required, it would have sufficient 
cash or other financial resources at that time or would be able to arrange financing to pay the purchase price of the 
Debentures in cash. The Corporation’s ability to purchase the Debentures in such an event may be limited by law, by 
the Debenture Indenture (including due to the subordination provisions) governing the Debentures, by the terms of 
other present or future agreements relating to the Corporation’s credit facilities and other indebtedness and 
agreements that the Corporation may enter into in the future which may replace, supplement or amend the 
Corporation’s future debt. The Corporation’s future credit agreements or other agreements may contain provisions 
that could prohibit the purchase by the Corporation of the Debentures without the consent of the lenders or other 
parties thereunder. If the Corporation’s obligation to offer to purchase the Debentures arises at a time when the 
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Corporation is prohibited from purchasing or redeeming the Debentures, the Corporation could seek the consent of 
lenders to purchase the Debentures or could attempt to refinance the borrowings that contain this prohibition. If the 
Corporation does not obtain such a consent or does not refinance these borrowings, the Corporation could remain 
prohibited from purchasing the Debentures. The Corporation’s failure to purchase the Debentures would constitute 
an Event of Default under the Debenture Indenture, which might constitute a default under the terms of the 
Corporation’s other indebtedness at that time.  

In the event that Debentureholders holding 90% or more of the Debentures (excluding any Debentures 
owned directly or indirectly by the Corporation or a subsidiary of the Corporation) have tendered their Debentures 
for purchase pursuant to a Debenture Offer, the Corporation may redeem the remaining Debentures on the same 
terms. In such event, the conversion privilege associated with the Debentures would be eliminated. See “Description 
of the Debentures - Change of Control”.  

Conversion Following Certain Transactions 

Pursuant to the Debenture Indenture, in the event of certain transactions each Debenture will become 
convertible into the securities, cash or property receivable by a shareholder of the Corporation in accordance with 
such transactions. This change could substantially reduce or eliminate any potential future value of the conversion 
privilege associated with the Debentures. For example, if the Corporation were acquired in a cash merger, each 
Debenture would become convertible solely into cash and would no longer be convertible into securities whose 
value would vary depending on the Corporation’s future prospects and other factors, subject to the specific 
provisions of the Debenture Indenture in this regard. See “Description of the Debentures - Conversion Rights”. 

Volatility of Market Price of the Debentures 

The price of the Debentures was established by negotiation between the Corporation and the Underwriters 
with reference to the market price of the Common Shares and other factors, and may not be indicative of the price at 
which the Debentures will trade following the completion of the Offering. The market price of the Debentures may 
be volatile and subject to wide fluctuations in response to numerous factors, many of which are beyond the 
Corporation’s control, including the following: (i) the prevailing interest rates being paid by companies similar to 
the Corporation; (ii) the overall condition of the financial and credit markets; (iii) interest rate volatility; (iv) the 
markets for similar securities; (v) actual or anticipated fluctuations in the financial condition, results of operations 
and prospects of the Corporation; (vi) the publication of earnings estimates or other research reports and speculation 
in the press or investment community; (vii) the market price and volatility of the Common Shares (discussed below); 
(viii) changes in the industry in which the Corporation operates and competition affecting the Corporation; and (ix) 
general market and economic conditions in North America and globally, along with a variety of additional factors, 
including, without limitation, those set forth under “Forward-Looking Statements”. 

The condition of the financial and credit markets and prevailing interest rates have fluctuated in the past 
and are likely to fluctuate in the future. Fluctuations in these factors could have an adverse effect on the market price 
of the Debentures. 

Change of Tax Law 

The Debenture Indenture will not contain a requirement that the Corporation increase the amount of interest 
or other payments to holders of Debentures in the event that the Corporation is required to withhold amounts in 
respect of income or similar taxes on payment of interest or other amounts on the Debentures. At present, the 
Corporation will not withhold from such payments to holders of Debentures not resident in Canada who deal at 
arm’s length with the Corporation, but no assurance can be given that applicable income tax laws will not be 
changed in a manner that may require the Corporation to withhold amounts in respect of tax payable on such 
amounts. 

On July 18, 2017, the Minister of Finance (Canada) released for consultation a discussion paper seeking 
input on possible approaches to address certain perceived tax advantages of investing passively through a private 
corporation. Potential alternatives for amending the current system of corporate taxation under the Tax Act are 
outlined in this paper, although specific proposals to amend the Tax Act are not included. Legislative proposals are 
expected to be released by the Minister of Finance (Canada) following such consultation. There can be no assurance 
that, following the enactment of any such proposals, securities held by a Canadian corporation will not be taxed 
under the Tax Act in a manner that is less favourable than under the current system. 
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Investment Eligibility 

The Corporation will endeavour to ensure that the Debentures continue to be qualified investments for 
trusts governed by RRSPs, RRIFs, deferred profit sharing plans, RESPs, RDSPs and TFSAs. No assurance can be 
given in this regard. The Tax Act imposes penalties for the acquisition or holding of non-qualified investments by 
such plans. 

Use of proceeds 

The Corporation intends to use the net proceeds from the Offering as set out under “Use of Proceeds” in 
this Prospectus.  The use of proceeds as set out herein are based on the current expectations of management of the 
Corporation; however, there may be circumstances where, for business reasons, a reallocation of funds may be 
necessary as determined at the discretion of the Corporation, and there can be no assurance as of the date of this 
Prospectus as to how those funds may be reallocated. To the extent that any of the net proceeds of this Offering 
remain un-invested pending their intended use, this Offering may result in substantial dilution, on a per Common 
Share basis, to the Corporation’s distributable cash, net income or other measures used by the Corporation. 

Risks Related to the AIR MILES® Reward Program and the Business of the Corporation 

High dependence on the performance of Royalty Partners 

Although the Corporation’s corporate strategy is to purchase royalty streams from a number of growing 
multi-location businesses, the Corporation is currently and expects to continue to be highly dependent on the 
performance of Sutton Group, Mr. Lube and LoyaltyOne. Until the Corporation is able to complete the acquisition 
of other royalty streams, the Corporation’s source of revenues will be limited to the royalties and management fees, 
as applicable, payable to SGRS LP, ML LP, and AM LP by Sutton Group, Mr. Lube and LoyaltyOne, respectively. 
Even if the Corporation acquires additional royalty streams, it is expected that revenue from royalties payable to 
SGRS LP, ML LP and AM LP by Sutton Group, Mr. Lube and LoyaltyOne, respectively, may continue to represent 
a significant portion of the Corporation’s revenue base. This means that the Corporation is indirectly subject to all of 
the risks related to the SGRS Business, the ML Business and the AIR MILES® Reward Program. Any event, 
change, occurrence or development that has a materially adverse effect on the business, financial condition and 
results of operations of Sutton Group, Mr. Lube or LoyaltyOne could also have a materially adverse effect on the 
business, financial condition and results of operations of the Corporation. Growth in the Corporation’s earnings will 
be highly dependent on the growth of Sutton Group’s, Mr. Lube’s and LoyaltyOne’s respective businesses and, as a 
consequence, the same risk factors that could affect Sutton Group’s, Mr. Lube’s and LoyatyOne’s growth will also 
affect the Corporation’s growth.  Additional information in respect of the risks related to the Business of the 
Corporation, the SGRS Business, and Mr. Lube Business are described under the headings “Risk Factors – Risks 
Related to the Business of the Corporation”, “Risk Factors – Risks Related to the SGRS Business” and “Risk 
Factors – Risks related to the ML Business”, respectively in the AIF. 

LoyaltyOne Client Concentration  

LoyaltyOne derives a significant amount of its revenue from a small concentration of large clients. If such 
large clients were to have financial or other difficulties or if contract renewals for such clients are not obtained by 
LoyaltyOne, it could have a material adverse impact on LoyaltyOne and the amount of the royalties paid thereby to 
AM LP under the AIR MILES® Licenses. 

Loss of active AIR MILES® Reward Program collectors   

LoyaltyOne’s most active AIR MILES® Reward Program collectors drive a disproportionately large 
percentage of the AIR MILES® Reward Program. The loss of a significant portion of these collectors, for any 
reason, could impact LoyaltyOne’s ability to generate significant revenue from sponsors. The continued 
attractiveness of the AIR MILES® Reward Program will depend in large part on LoyaltyOne’s ability to remain 
affiliated with sponsors that are desirable to consumers and to offer rewards that are both attainable and attractive. 

Competition 

The loyalty program market in which the AIR MILES® Reward Program competes is highly competitive 
and competition is expected to intensify. Some current AIR MILES® Reward Program competitors have longer 
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operating histories, stronger brand names and greater financial, technical, marketing and other resources than 
LoyaltyOne. LoyaltyOne’s ability to generate significant revenue from the AIR MILES® Reward Program will 
depend on LoyaltyOne’s ability to differentiate itself through the products and services provided and the 
attractiveness of programs to consumers. LoyaltyOne may not be able to continue to compete successfully against 
current and potential competitors which may adversely impact its financial position and the amount of royalties paid 
to AM LP under the AIR MILES® Licenses. 

Decline in Sponsor Promotional Activities  

Decline in sponsor promotional activities through which participants in the AIR MILES® Reward Program 
are encouraged to purchase products and services from sponsors in return for a higher than normal number of AIR 
MILES® rewards, would lead to a decrease in the number of AIR MILES® issued. A decrease in the number of 
AIR MILES® issued would result in a decline in the royalties payable by LoyaltyOne to AM LP, which would 
negatively impact DIV’s financial performance and its ability to pay dividends to shareholders and its ability to 
make interest payments to the holders of the Debentures.  

Airline and travel industry   

Air travel is one of the appeals of the AIR MILES® Reward Program to collectors. As a result of airline 
insolvencies and restructurings, LoyaltyOne may experience service disruptions that prevent it from fulfilling 
collectors’ flight redemption requests. If one of LoyaltyOne’s existing airline suppliers sharply reduces its fleet 
capacity and route network, LoyaltyOne may not be able to satisfy collectors’ demands for airline tickets. Tickets 
from other airlines, if available, could be more expensive than a comparable ticket under LoyaltyOne’s current 
supply agreements with existing suppliers, and the routes offered by the other airlines may be inadequate, 
inconvenient or undesirable to the redeeming collectors. As a result, LoyaltyOne may experience higher air travel 
redemption costs, and collector satisfaction with the AIR MILES® Reward Program might be adversely affected. 

As a result of airline or travel industry disruptions, political instability, terrorist acts or war, some collectors 
could determine that air travel is too dangerous or burdensome. Consequently, collectors might forego redeeming 
AIR MILES® reward miles for air travel and therefore might not participate in the AIR MILES® Reward Program 
to the extent they previously did, which could adversely affect revenue from the program and the amount of 
royalties paid to AM LP under the AIR MILES® Licenses. 

Greater than expected redemptions by AIR MILES® Reward Program collectors  

A portion of LoyaltyOne’s revenue is based on the estimate of the number of AIR MILES® reward miles 
that will go unused by the collector base. The percentage of AIR MILES® reward miles not expected to be 
redeemed is known as “breakage.” Breakage is based on LoyaltyOne management’s estimate after viewing and 
analyzing various historical trends including vintage analysis, current run rates and other pertinent factors, such as 
the impact of macroeconomic factors and changes in the program structure, the introduction of new program options 
and changes to rewards offered. Any significant change in or failure by LoyaltyOne management to reasonably 
estimate breakage, or if actual redemptions are greater than estimates, could adversely affect LoyaltyOne’s revenues 
and the amount of royalties paid to AM LP under the AIR MILES® Licences. 

Changes to the AIR MILES® Reward Program  

From time to time, LoyaltyOne may make changes to the AIR MILES® Reward Program that may not be 
well received by certain segments of the membership and may affect their level of engagement. In addition, these 
members may choose to seek such legal and other recourses as available to them, which if successful, could have a 
negative impact on LoyaltyOne’s operations and/or reputation and the amount of royalties paid to AM LP under the 
AIR MILES® Licences. 

Increase in the costs related to redemption of AIR MILES® Reward Miles 

The AIR MILES® Reward Program exposes LoyaltyOne to risks arising from potentially increasing 
reward costs. LoyaltyOne’s profitability could be adversely affected if costs related to redemption of AIR MILES® 
reward miles increase. 
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Legislation relating to consumer protection 

The enactment of new or amended legislation or industry regulations pertaining to consumer protection 
could have a material adverse impact loyalty and marketing services. On December 5, 2016, the Ontario Legislature 
passed Bill 47, Protecting Rewards Points Act (Consumer Protection Amendment), 2016, which amended Ontario’s 
Consumer Protection Act, 2002 with respect to rewards points. Changes to the Ontario Consumer Protection Act 
effected by these amendments include, among other things: 

 changing the definition of “consumer agreement” to include agreements under which a supplier agrees to 
provide rewards points to a consumer; 

 changing the definition of “supplier” to include a person who supplies rewards points; 

 prohibiting suppliers from entering into or amending consumer agreements to provide for the expiry of 
rewards points due to the passage of time alone; 

 permitting the expiry of rewards points if a consumer agreement under which rewards points are provided 
is terminated by the supplier or the consumer and the consumer agreement provides for the expiry of the 
points; 

 permitting future regulation regarding rewards points; and 

 addressing transitional and other related matters. 

These amendments to the Ontario Consumer Protection Act became effective upon receipt of Royal Assent 
on December 8, 2016, but have retroactive effect in that any rewards points that expired on or after October 1, 2016 
must be credited back to the consumer by December 23, 2016, or 15 days following the date on which the 
amendments became effective. Similar legislation may be enacted in some or all other Canadian provinces. 

On December 31, 2011, LoyaltyOne announced a five-year expiry policy applicable to all outstanding and 
future AIR MILES® reward miles issued, assigning a December 31, 2016 expiration date to all AIR MILES® 
reward miles then outstanding. The Ontario Consumer Protection Act, as amended, prohibits LoyaltyOne expiring 
AIR MILES® reward miles in Ontario as contemplated by the expiry policy, but, subject to any future regulatory 
action to the contrary, will not impact LoyaltyOne’s practice of terminating a collector’s account and cancelling 
their AIR MILES® reward miles after two years of inactivity. 

As a result of the anticipated passage of the then-pending legislative changes in Ontario and the likelihood 
of changes in similar laws in some or all other Canadian provinces, LoyaltyOne cancelled its five-year expiry policy 
on December 1, 2016. The cancellation of the expiry policy, coupled with increased redemption activity, resulted in 
a significant reduction of redemption revenue, which if it continues is likely to adversely affect the Corporation.  
The reductions in redemption revenue and negative publicity related to the expiry policy may continue to negatively 
impact LoyaltyOne’s revenues moving forward.  

Further, the amendments to the Ontario Consumer Protection Act provide for further regulation, 
specifically with respect to the transfer of reward points and the termination and inactivity of consumer agreements. 
Failure to comply with these consumer protection laws and regulations could have a negative impact on 
LoyaltyOne’s reputation, adversely affect LoyaltyOne’s ability to meet it clients’ requirements and LoyaltyOne’s 
profitability and may increase litigation exposure to LoyaltyOne. 

LoyaltyOne could cease to operate the AIR MILES® Reward Program 

Under the terms of the AIR MILES® Licences, LoyaltyOne has limited obligations to continue to use the 
AIR MILES® Rights or to operate the AIR MILES® Reward Program.  If LoyaltyOne ceases to operate or 
materially reduces the operation of the AIR MILES® Reward Program in Canada, AM LP will cease receiving or 
will receive materially less royalties under the AIR MILES® Licences, which would materially adversely impact 
DIV’s ability to pay dividends to holders of its Common Shares, make interest payments on the Debentures and pay 
its other obligations as they become due.  In addition, AM LP’s right to terminate the AIR MILES® Licences for 
reason of LoyaltyOne’s non-use of the AIR MILES® Rights is only triggered if LoyaltyOne fails to continue to use 
the AIR MILES® Rights for a period of four consecutive years (see “Recent Developments – Canadian AIR 
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MILES® Acquisition – AIR MILES® Licences – Termination”). AM LP would cease to receive royalties from 
LoyaltyOne under the AIR MILES® Licences during such period and would be prohibited from licensing the AIR 
MILES® Rights to other parties during such time or operating the AIR MILES® Reward Program itself, which 
would materially adversely impact the value of the AIR MILES® Rights, DIV’s ability to pay dividends to holders 
of its Common Shares, make interest payments on the Debentures and pay its other obligations as they become due. 

Inability to find a new operator if the AIR MILES® Licences are terminated 

If the AIR MILES® Licences are terminated, AM LP may not be able to find a suitable replacement 
operator for the AIR MILES® Program in Canada and would not have sufficient resources to operate the program 
itself. According if the AIR MILES® Licences are terminated, AM LP will cease receiving royalties under the AIR 
MILES® Licences and may not be able to replace such revenue, in whole or in part, for an extended period of time 
until a new operator is identified, which would materially adversely impact DIV’s ability to pay dividends to holders 
of its Common Shares, make interest payments on the Debentures and pay its other obligations as they become due. 

LoyaltyOne may compete with the AIR MILES® Reward Program  

The AIR MILES® Licences do not prohibit LoyaltyOne from operating a similar rewards program in 
Canada, so long as the competing program does not use trademarks which are confusing similar to the AIR 
MILES® Marks. If LoyaltyOne operates a competing loyalty program, the amount of royalty revenue received by 
AM LP under the AIR MILES® Licences may materially decline, which would materially adversely impact DIV’s 
ability to pay dividends to holders of its Common Shares, make interest payments on the Debentures and pay its 
other obligations as they become due. 

The Corporation has limited visibility into LoyaltyOne’s operations  

Pursuant to the AIR MILES® Licences, AM LP’s information rights with respect to AM LP are limited to 
certain inspection rights to verify the royalty payments required to be made therunder. AM LP does not have a 
general right under the AIR MILES® Licences to request information with respect to the AIR MILES® Reward 
Program of LoyaltyOne’s business. In addition, unlike DIV’s other Royalty Partners, LoyaltyOne has not provided 
an undertaking to Canadian securities regulatory authorities to file financial statements, management discussion and 
analysis or material change reports with respect to its business. Accordingly, DIV and its securityholders will 
receive limited information about LoyaltyOne and the AIR MILES® Reward Program and will be largely reliant on 
the public disclosure made from time to time by ADS with respect to developments in the AIR MILES® Reward 
Program and LoyaltyOne’s business, which such information may not be provided in a timely manner and which 
cannot be independently verified by DIV.  

The AIR MILES® Reward Program business depends on the ability of LoyaltyOne and AM LP to adequately 
protect the AIR MILES® Rights 

The AIR MILES® Rights that LoyaltyOne licences from AM LP pursuant to the AIR MILES® Licenses 
are material to the conduct of the AIR MILES® Reward Program business. LoyaltyOne’s ability to implement its 
business plan successfully depends in part on its ability to further build brand recognition using the AIR MILES® 
Rights, including trademarks, names and logos. While AM LP and LoyaltyOne are required to protect and defend 
the AIR MILES® Rights pursuant to the terms of the AIR MILES® Licences, the parties cannot predict whether 
steps taken thereby to protect the AIR MILES® Rights will be adequate to prevent misappropriation of these rights. 
It may be difficult for AM LP and LoyaltyOne to prevent others from copying elements of the AIR MILES® 
Scheme and any litigation to enforce AM LP’s interest in the AIR MILES® Rights will likely be costly and may not 
be successful. If AM LP and LoyaltyOne are unable to protect or enforce AM LP’s interest in the AIR MILES® 
Rights, LoyaltyOne may be prevented from using the AIR MILES® Rights in the future and may be liable for 
damages, which in turn could materially adversely affect its business, financial condition and results of operations. 

Collection and use of personal information 

The Personal Information Protection and Electronic Documents Act (Canada) requires an organization to 
obtain a consumer’s consent to collect, use or disclose personal information. Under this act, consumer personal 
information may be used only for the purposes for which it was collected. LoyaltyOne allows its customers to 
voluntarily “opt out” from receiving either one or both promotional and marketing mail or promotional and 
marketing electronic mail. Heightened consumer awareness of, and concern about, privacy may result in customers 
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“opting out” at higher rates than they have historically. This would mean that a reduced number of customers would 
receive bonus and promotional offers and therefore those customers may collect fewer AIR MILES® reward miles. 

Failure to safeguard databases and consumer privacy  

Although LoyaltyOne has publicly disclosed that it has physical and cyber security controls and associated 
procedures in place data may be subject to unauthorized access. In such instances of unauthorized access, the 
integrity of data may in the future be affected. Security and privacy concerns may cause consumers to resist 
providing the personal data necessary to support the AIR MILES® Reward Program. The use of the AIR MILES® 
Reward Program could decline if any compromise of physical or cyber security occurred at LoyaltyOne. In addition, 
any unauthorized release of customer information or any public perception that LoyaltyOne released consumer 
information without authorization, could subject LoyaltyOne to legal claims from clients or their customers, 
consumers or regulatory enforcement actions, which may adversely affect LoyaltyOne’s client relationships and 
participation in the AIR MILES® Reward Program. 

Loss of Data Centre Capacity 

LoyaltyOne has publicly disclosed that its ability, and that of its third-party service providers, to protect its 
data centers against damage, loss or inoperability from fire, power loss, cyber attacks, telecommunications failure, 
computer malware and other disasters is critical. In order to provide many of LoyaltyOne’s services, it must be able 
to store, retrieve, process and manage large amounts of data as well as periodically expand and upgrade database 
capabilities. Any damage to LoyaltyOne’s data centers, or those of its third-party service providers, any failure of 
LoyaltyOne’s telecommunication links that interrupts its operations or any impairment of LoyaltyOne’s ability to 
use its software or the proprietary software of third party vendors, including impairments due to cyber attacks, could 
adversely affect LoyaltyOne’s ability to meet clients’ needs and their confidence in utilizing LoyaltyOne for future 
services, including the AIR MILES® Reward Program. 

Leverage and restrictive covenants 

AM LP has third-party debt service obligations under the AM Credit Agreement. The degree to which AM 
LP is leveraged could have important consequences to the holders of Common Shares and Debentures, owing to the 
fact that (a) a portion of AM LP’s cash flow from operations is, or will be, as applicable, dedicated to the payment of 
interest on indebtedness, thereby reducing funds available for distribution to Shareholders and for payment of 
interest and principal to holders of Debentures, and (b) certain of AM LP’s borrowings are, or will be, as applicable, 
subject to variable rates of interest, which exposes AM LP to the risk of increased interest rates. 

The AM Credit Agreement contain numerous restrictive covenants that limit the discretion of the 
management with respect to certain business matters. These covenants do, or will, as applicable, place restrictions 
on, among other things, the ability of AM LP to incur additional indebtedness, to create liens or other encumbrances, 
to pay distributions or make certain other payments, investments, loans and guarantees and to sell or otherwise 
dispose of assets and merge or consolidate with another entity. A failure to comply with the obligations in the AM 
Credit Agreement could result in an event of default which, if not cured or waived, could permit acceleration of the 
relevant indebtedness. If the indebtedness under the AM Credit Agreement were to be accelerated, there can be no 
assurance that the assets of AM LP would be sufficient to repay in full its indebtedness under such loans. 

In addition, current and future borrowings by LoyaltyOne and their respective subsidiaries could adversely 
affect their abilities to pay royalties to AM LP. The terms of the AIR MILES® Licences do not contain any 
restrictions on the amount of debt that may be obtained by LoyaltyOne.   

AUDITORS, TRANSFER AGENTS, REGISTRARS AND DEBENTURE TRUSTEE 

The auditors of the Corporation are KPMG LLP, Chartered Professional Accountants, of Vancouver, 
British Columbia.  KPMG LLP was appointed as auditors of the Corporation in 1992.  

The transfer agent and registrar for the Common Shares is Computershare Investor Services Inc. at its 
principal transfer offices in Toronto, Ontario. 

The transfer agent and registrar for the Debentures will be Computershare Trust Company of Canada at its 
principal transfer offices in Vancouver, British Columbia. Computershare Trust Company of Canada will be the 
Debenture Trustee pursuant to the Debenture Indenture.   
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LEGAL PROCEEDINGS 

The Corporation is currently involved in certain legal proceedings.  Refer to note 8 to the unaudited 
condensed consolidated interim financial statements of the Corporation for the three and six months ended June 30, 
2017 and June 30, 2016 incorporated by reference herein for details of such proceedings.  Other than the foregoing 
litigation matters, the Corporation does not consider any other litigation matters to which it is a party to be material. 

EXPERTS 

The matters referred to under “Eligibility for Investment” and certain other legal matters relating to the 
Offering will be passed upon at Closing on behalf of the Corporation by Farris, Vaughan, Wills & Murphy LLP and 
on behalf of the Underwriters by Stikeman Elliott LLP.  The matters referred to under “Certain Canadian Federal 
Income Tax Considerations” will be passed upon at the date of Closing on behalf of the Corporation by Farris, 
Vaughan, Wills & Murphy LLP and on behalf of the Underwriters by Stikeman Elliott LLP.  As at the date hereof, 
the partners and associates of Farris, Vaughan, Wills & Murphy LLP and Stikeman Elliott LLP collectively, in each 
case, beneficially own, directly or indirectly, less than 1% of the outstanding Common Shares.  

KPMG LLP, as external auditor to the Corporation, has confirmed that they are independent with respect to 
the Corporation within the meaning of the relevant rules and related interpretations prescribed by the relevant 
professional bodies in Canada and any applicable legislation or regulation.  

Mr. Lube’s auditor is KPMG LLP which prepared auditors’ reports in respect of Mr. Lube’s financial 
statements incorporated by reference herein.  KPMG LLP, as external auditor to Mr. Lube, has confirmed that they 
are independent with respect to Mr. Lube within the meaning of the relevant rules and related interpretations 
prescribed by the relevant professional bodies in Canada and any applicable legislation or regulation. 

STATUTORY AND CONTRACTUAL RIGHTS OF RESCISSION AND STATUTORY RIGHTS OF WITHDRAWAL 

Securities legislation in certain of the provinces and territories of Canada provides purchasers with the right 
to withdraw from an agreement to purchase securities. This right may be exercised within two business days after 
receipt or deemed receipt of a prospectus and any amendment thereto. In several of the provinces and territories, the 
securities legislation further provides a purchaser with remedies for rescission or, in some jurisdictions, revisions of 
the price or damages if the prospectus and any amendment contains a misrepresentation or is not delivered to the 
purchaser, provided that the remedies for rescission, revisions of the price or damages are exercised by the purchaser 
within the time limit prescribed by the securities legislation of the purchaser’s province. The purchaser should refer 
to any applicable provisions of the securities legislation of the purchaser’s province for the particulars of these rights 
or consult with a legal adviser. 

In an offering of convertible securities such as the Debentures, investors are cautioned that the statutory 
right of action for damages for a misrepresentation contained in a prospectus is limited, in certain provincial and 
territorial securities legislation, to the price at which the convertible security is offered to the public under the 
prospectus offering. This means that, under the securities legislation of certain provinces and territories, if the 
purchaser pays additional amounts upon conversion of the security, those amounts may not be recoverable under the 
statutory right of action for damages that applies in those provinces and territories. The purchaser should refer to any 
applicable provisions of the securities legislation of the purchaser’s province or territory for the particulars of this 
right of action for damages, or consult with a legal advisor. 

Under the Debenture Indenture, original purchasers of Debentures will have a non-assignable contractual 
right of rescission against the Corporation following the conversion of such Debentures in the event that this 
Prospectus or any amendment thereto contains a misrepresentation. The contractual right of rescission will entitle 
such original purchasers to receive from the Corporation, upon surrender of the Common Shares issued upon 
conversion of such Debentures, the amount paid for such Debentures, provided that the right of rescission is 
exercised within 180 days from the date of the purchase of such Debentures under this Prospectus. This contractual 
right of rescission shall be subject to the defenses, limitations and other provisions described under part 16 of the 
Securities Act (British Columbia) and is in addition to any other right or remedy available to original purchasers of 
Debentures under section 131 of the Securities Act (British Columbia) or otherwise at law. For greater certainty, this 
contractual right of rescission is only in connection with a misrepresentation (within the meaning of the Securities 
Act (British Columbia)) and is not a right to withdraw from an agreement to purchase securities within two business 
days as provided in securities legislation in certain of the provinces and territories of Canada. 
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