
 

No securities regulatory authority has expressed an opinion about these securities and it is an offence to claim otherwise. This short form 

prospectus constitutes a public offering of these securities only in those jurisdictions where they may be lawfully offered for sale and only by 

persons permitted to sell these securities in those jurisdictions. The securities offered under this short form prospectus have not been and will not 
be registered under the United States Securities Act of 1933, as amended (the “U.S. Securities Act”), or any state securities laws, and may not be 

offered or sold within the United States of America, its territories and possessions, any state of the United States or the District of Columbia 

(collectively, the “United States”) unless exemptions from the registration requirements of the U.S. Securities Act and applicable state securities 
laws are available. This short form prospectus does not constitute an offer to sell or a solicitation of an offer to buy any of the securities offered 

hereby within the United States or to, or for the account or benefit of, any U.S. persons. See “Plan of Distribution”. 

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 may be obtained on request without charge from the secretary 
of Goodfood Market Corp at 4600 Hickmore Street, Montreal, Québec, H4T 1K2: telephone 1-855-515-5191, and are also available 

electronically under the Company’s profile on SEDAR at www.sedar.com. 
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This short form prospectus qualifies the distribution (the “Offering”) of $30,000,000 aggregate principal amount of 

5.75% convertible unsecured subordinated debentures (the “Debentures”) due March 31, 2025 (the “Maturity 

Date”) of Goodfood Market Corp. (“Goodfood” or the “Company”) at a price of $1,000 (the “Offering Price”) per 

$1,000 principal amount of Debentures. The Debentures will bear interest at an annual rate of 5.75% payable semi-

annually, in arrears, on March 31 and September 30 of each year (each, an “Interest Payment Date”), commencing 

on September 30, 2020. The first interest payment will include interest accrued from, and including, the Closing 

Date (as defined herein) to, but excluding, September 30, 2020. The Debentures will be governed by a trust 

indenture (the “Indenture”) to be dated as of the Closing Date and to be entered into between the Company and 

TSX Trust Company (the “Indenture Trustee”). Goodfood will utilize the net proceeds from the Offering to fund 

the buildout of a new Toronto production and distribution facility, further investment in capital projects, including 

the automation of its existing production facilities in Montreal, Calgary and Vancouver, and for general corporate 

purposes. See “Plan of Distribution” and “Use of Proceeds”.  

 

Debenture Conversion Privilege 

Each Debenture will be convertible into common shares of the Company (the “Common Shares”) at the option of 

the holder of the Debenture (the “Debentureholder”) at any time prior to the close of business on the earlier of the 

last business day immediately preceding the Maturity Date and the last business day immediately preceding the date 

specified for redemption by the Company at a conversion price of $4.70 per Common Share (the “Conversion 

Price”), being a conversion ratio of approximately 212.7660 Common Shares per $1,000 principal amount of 

Debentures, subject to adjustment in accordance with the terms of the Indenture. Debentureholders converting their 

Debentures will be entitled to receive accrued and unpaid interest thereon for the period from the last Interest 

Payment Date to, but excluding the date of conversion. See “Description of the Debentures - Conversion”. 

The Debentures will not be redeemable by the Company before March 31, 2023, except in certain limited 

circumstances following a Change of Control (as defined herein). On or after March 31, 2023, and prior to March 

31, 2024, the Debentures may be redeemed in whole or in part at the option of the Company on not more than 60 

days and not less than 30 days prior notice at a price equal to their principal amount thereof plus accrued and unpaid 

https://www.makegoodfood.ca/en/home
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interest, provided that the volume weighted average trading price of the Common Shares on the Toronto Stock 

Exchange (the “TSX”) for the 20 consecutive trading days preceding the date on which the notice of redemption is 

given is not less than 125% of the Conversion Price. On or after March 31, 2024, and prior to the Maturity Date, the 

Debentures may be redeemed in whole or in part at the option of the Company on not more than 60 days and not less 

than 30 days prior notice at a price equal to their principal amount plus accrued and unpaid interest.  

Subject to required regulatory approval, and provided that no Event of Default (as defined in the Indenture and 

summarized herein) has occurred and is continuing at such time, the Company has the option to satisfy its 

obligations to repay the principal amount of the Debentures due at redemption or at maturity, upon at least 30 days’ 

and not more than 60 days’ prior notice, by delivering that number of freely tradeable Common Shares, obtained by 

dividing the principal amount of the Debentures by 95% of the Current Market Price (as defined herein) on the date 

of redemption or the Maturity Date, as applicable. See “Description of the Debentures - Conversion”. 

Unless an Event of Default  has occurred and is continuing, the Company may elect, from time to time, subject to 

applicable regulatory approval, to satisfy its obligation to pay interest on the Debentures (including at the time of 

redemption or maturity) by delivering Common Shares issued from treasury to the Indenture Trustee, for sale, to 

satisfy the interest obligations in accordance with the Indenture in which holders of the Debentures will be entitled 

to receive a cash payment equal to the interest payable, from the proceeds of the sale of such Common Shares, or a 

combination of the above and cash.  

This short form prospectus also qualifies the distribution of the Common Shares issuable upon conversion, 

redemption or maturity of the Debentures. 

The Offering is being underwritten by a syndicate of underwriters co-led by National Bank Financial Inc. and 

Desjardins Securities Inc. (together, the “Co-Lead Underwriters”), and including Canaccord Genuity Corp., 

Raymond James Ltd., RBC Dominion Securities Inc., Stifel Nicolaus Canada Inc., TD Securities Inc., Eight Capital 

and Industrial Alliance Securities Inc. (collectively with the Co-Lead Underwriters, the “Underwriters”). See “Plan 

of Distribution”. 

The outstanding common shares of Goodfood (the “Common Shares”) are listed and posted for trading on the TSX 

under the trading symbol “FOOD”. On February 5, 2020, the last trading day before the announcement of the 

Offering, the closing price of the Common Shares on the TSX was $3.16. The TSX has conditionally approved the 

listing of the Debentures and the Common Shares issuable upon conversion, redemption or maturity of the 

Debentures, subject to the Company fulfilling all of the listing requirements of the TSX, on or before May 12, 2020. 

There is currently no market through which the Debentures may be sold and purchasers may not be able to 

resell Debentures purchased under this short form 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” for certain considerations relevant to an investment in 

the Debentures.  

 
    

 
Price to the 

Public Underwriters’ Fee(1) 

Net Proceeds to the 

Company(2) 

    

Per Debenture $1,000 $50 $950 

Per Debenture (president’s list) $1,000 $25 $975 

Total(3) $30,000,000 $1,491,875 $28,508,125 

 ____________________  

(1) Pursuant to the Underwriting Agreement (as defined herein), the Company has agreed to pay to the Underwriters a fee equal to 5.0% of the 

gross proceeds of the Offering (the “Underwriters’ Fee”) (including in respect of any Over-Allotment Debentures (as defined herein)), 
subject to a reduced Underwriters’ Fee of 2.5% for up to $325,000 principal amount of Debentures sold by the Underwriters to certain 

purchasers on a president’s list. See “Plan of Distribution”. The total Underwriters’ Fee assumes that $325,000 principal amount of 

Debentures are sold to certain president’s list purchassers. 
(2) After deducting the Underwriters’ Fee, and assuming that $325,000 principal amount of Debentures are sold to certain president’s list 

purchasers, but before deducting the expenses of the Offering, which are estimated to be approximately $445,000, which, together with the 

Underwriters’ Fee, will be paid out of the gross proceeds of the Offering.  
(3) The Company has granted to the Underwriters an option (the “Over-Allotment Option”) to purchase up to $4,500,000 aggregate principal 

amount of additional Debentures from the Company (the “Over-Allotment Debentures”), to cover over-allotments, if any, and for market 
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stabilization purposes. The Over-Allotment Option is exercisable in whole or in part at any time up to 30 days after the date of Closing (as 

defined herein). If the Over-Allotment Option is exercised in full and assuming that $325,000 principal amount of Debentures are sold to 
certain purchasers on the president’s list, the total “Price to the Public”, “Underwriters’ Fee” and “Net Proceeds to the Company” (after 

deducting the Underwriters’ Fee but before deducting the expenses of the Offering, which are estimated to be approximately $445,000) will 

be $34,500,000, $1,716,875 and $32,783,125, respectively. This short form prospectus qualifies the grant of the Over-Allotment Option, the 
distribution of the Over-Allotment Debentures upon the exercise of the Over-Allotment Option and the issuance of the Common Shares 

upon conversion, redemption or maturity of the Over-Allotment Debentures. A purchaser who acquires Over-Allotment Debentures that 

form part of the Underwriters’ over-allocation position acquires those securities under this short form prospectus, regardless of whether the 
over-allocation position is ultimately filled through the exercise of the Over-Allotment Option or secondary market purchases. Unless the 

context otherwise requires, references to Debentures in this short form prospectus include the Over-Allotment Debentures. See “Plan of 

Distribution”.  

An investment in the Debentures is subject to certain risks. Prospective investors should carefully consider 

the risks described under “Risk Factors”. 

The following table sets out the number of Debentures that may be issued by the Company to the Underwriters 

pursuant to the Over-Allotment Option:  

Underwriters’ Position Maximum Size  Exercise Period  Exercise Price  

Over-Allotment Option 
$4,500,000 principal amount of 

Debentures 

30 days from 

Closing  
$1,000 per Debenture 

The Underwriters, as principals, conditionally offer the Debentures, subject to prior sale, if, as and when issued by 

the Company and accepted by the Underwriters in accordance with the conditions contained in the Underwriting 

Agreement referred to under “Plan of Distribution”, and subject to the approval of certain legal matters on behalf of 

the Company by Fasken Martineau DuMoulin LLP, and on behalf of the Underwriters by Davies Ward Phillips & 

Vineberg LLP. The Offering Price and the other terms of the Offering were determined by negotiation between the 

Company and the Co-Lead Underwriters. The Underwriters propose to offer the Debentures initially at the 

Offering Price. After the Underwriters have made a reasonable effort to sell all of the Debentures at such 

price, the Offering Price may be decreased. Any such reduction will not affect the proceeds received by the 

Company. See “Description of the Debentures” and “Plan of Distribution”. 

In accordance with and subject to applicable laws, the Underwriters may effect transactions that stabilize or maintain 

the market price of the Common Shares at levels other than those which otherwise might prevail on the open market. 

Such transactions, if commenced, may be discontinued at any time. See “Plan of Distribution”. 

Subscriptions 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 closing of the Offering (the “Closing”) is expected to occur 

on or about February 26, 2020, or such other date as may be agreed upon by the Company and the Underwriters 

(the “Closing Date”). However the Debentures are to be taken up by the Underwriters, if at all, on or before a date 

that is not later than 42 days after the date of the receipt of this short form prospectus. 

The Debentures will be represented by one or more global certificates issued in registered form to CDS Clearing and 

Depository Services Inc. (“CDS”) or its nominee under the book-based system administered by CDS. No certificates 

evidencing the Debentures will be issued to subscribers except in certain limited circumstances, and registration will 

be made in the depositary service of CDS. Subscribers for the Debentures will receive only a customer confirmation 

from the Underwriter or other registered dealer who is a participant in the depository service of CDS (a “CDS 

Participant”) and from or through whom a beneficial interest in the Debentures is purchased. See “Description of 

the Debentures”. 

Investors should rely only on the information contained in or incorporated by reference in this short form 

prospectus. Goodfood and the Underwriters have not authorized anyone to provide investors with different 

or additional information.  

Donald Olds, a director of the Company, has expressed his intention to purchase, either directly or indirectly, up to a 

maximum of $50,000 principal amount of Debentures under the Offering. In addition, certain family members of the 

directors of the Company have expressed an interest to purchase approximately $275,000 of principal amount of 

Debentures. See “Plan of Distribution”. 
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Desjardins Securities Inc. is a subsidiary of the Desjardins Group a financial cooperative which is the 

principal lender (the “Lender”) to the Company. Consequently, the Company may be considered a 

“connected issuer” of such Underwriter within the meaning of applicable securities legislation. As at 

February 18, 2020, the consolidated indebtedness of the Company to such financial institution amounted to 

approximately $17,400,000 in the aggregate. See “Relationship between Goodfood and the Underwriters”.  

The earnings coverage ratio for the Company for the twelve-month period ended August 31, 2019, is less than 

one-to-one. See “Earnings Coverage Ratio”. 

Prospective purchasers are advised to consult their own tax advisors regarding the application of Canadian 

federal income tax laws to their particular circumstances, as well as any other provincial, foreign and other 

tax consequences of acquiring, holding or disposing of the Debentures, including the Canadian federal income 

tax consequences applicable to a foreign controlled Canadian corporation that acquires the Debentures. 

The registered and head office of the Company is located at 4600 Hickmore Street, Montreal, Québec, H4T 1K2. 
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GENERAL MATTERS 

In this short form prospectus, unless otherwise indicated or the context otherwise requires, the terms “Goodfood”, 

“Company”, “we”, “us” and “our” are used to refer to Goodfood Market Corp. and its subsidiary. 

Unless otherwise indicated, all dollar amounts in this short form prospectus are expressed in Canadian dollars. In 

addition, and unless otherwise indicated, the disclosure in this short form prospectus assumes that the Over-

Allotment Option has not been exercised by the Underwriters. 

The audited financial statements of the Company for the year ended August 31, 2019, and the unaudited condensed 

interim financial statements of the Company for the three-month period ended November 30, 2019, incorporated by 

reference in this short form prospectus, are reported in Canadian dollars and have been prepared in accordance with 

International Financial Reporting Standards (“IFRS”) as issued by the International Accounting Standards Board. 

The Company does not undertake to update the information contained or incorporated herein by reference, except as 

required by the applicable securities laws. 

The Debentures being offered for sale under this short form prospectus may only be sold in those jurisdictions in 

which offers and sales of the Debentures are permitted. This short form prospectus is not an offer to sell or a 

solicitation of an offer to buy the Debentures in any jurisdiction where it is unlawful to do so. The information 

contained in this short form prospectus is accurate only as of the date of this short form prospectus, regardless of the 

time of delivery of this short form prospectus or of any sale of the Debentures. 

FORWARD-LOOKING INFORMATION 

This short form prospectus and the documents incorporated by reference herein contain certain statements which 

may constitute “forward-looking information” or “forward-looking statements” under applicable Canadian securities 

laws. All statements other than statements of historical fact contained in this short form prospectus and in documents 

incorporated by reference herein, including, but not limited to, statements with respect to the Company’s future 

financial position and results of operations, strategy, plans, objectives, goals and targets. In certain cases, forward-

looking information for matters that are not historical facts can be identified by the use of words such as “may”, 

“would”, “should”, “could”, “expect”, “intend”, “estimate”, “anticipate”, “plan”, “foresee”, “believe”, or “continue”, 

the negative of these terms and similar terminology, including references to assumptions, although not all forward-

looking information contains these terms and phrases.  

Forward-looking information involves known and unknown risks and uncertainties and other factors, including 

those described under the heading “Risk Factors” herein and under the heading “Risk Factors” in the AIF (as 

defined herein) and in documents incorporated by reference herein, which may cause the actual results, performance 

or achievements of the Company to be materially different from any future results, performance or achievements 

expressed or implied by such forward-looking information. Specifically, these risk factors include, but are not 

limited to: limited operating history, negative operating cash flow, food industry, quality control and health 
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concerns, public safety issues, damage to Goodfood’s reputation, transportation disruptions, product liability, 

ownership and protection of intellectual property, evolving industry, regulatory compliance, reliance on 

management, factors which may prevent realization of growth targets, competition, availability and quality of raw 

materials, environmental and employee health and safety regulations, online security breaches and disruption, future 

capital requirements, operating risk and insurance coverage, management of growth, limited number of products, 

conflicts of interest, litigation, catastrophic events, risks associated with payments from customers and third parties, 

being accused of infringing intellectual property rights of others, climate change and environmental risks, ability to 

satisfy interest and principal payments on the Debentures, market for the Debentures, availability of future 

financing, market price volatility of the Debentures, prevailing yields on similar securities, absence of covenant 

protections, change of control, conflicting interests from the majority of Debentureholders, bankruptcy laws, 

redemption prior to maturity, conversion following certain transactions, credit risk and earning coverage ratios, 

subordination of Debentures, change in tax laws, potential dilution, investment eligibility and sales of Debentures by 

the Underwriters at less than the Offering Price.  

Although the forward-looking information contained or incorporated by referenced herein is based upon what we 

believe are reasonable assumptions, investors are cautioned against placing undue reliance on this information since 

actual results may vary from the forward-looking information. Certain assumptions were made in preparing the 

forward-looking information, including the availability of capital resources, business performance, market 

conditions and customer demand.  

Although the Company has attempted to identify important factors that could cause actual actions, events or results 

to differ materially from those described in forward-looking information, there may be other factors that cause 

actions, events or results not to be as anticipated, estimated or intended. There can be no assurance that forward-

looking information will prove to be accurate, as actual results and future events could differ materially from those 

anticipated in such statements. Accordingly, readers should not place undue reliance on forward-looking 

information. The Company undertakes no obligation to publicly update or revise any forward-looking information, 

whether as a result of new information, future events or otherwise, other than where a duty to update such 

information or provide further disclosure is imposed by applicable law. 

NON-IFRS MEASURES 

This short form prospectus and the documents incorporated by reference herein contain references to certain 

measures that are not defined under IFRS.  

These non-IFRS measures are not recognized measures under IFRS, do not have a standardized meaning prescribed 

by IFRS and are therefore unlikely to be comparable to similar measures presented by other companies. Rather, 

these measures are provided as additional information to complement IFRS measures by providing further 

understanding of Goodfood’s results of operations from management’s perspective. Accordingly, they should not be 

considered in isolation nor as a substitute for analysis of Goodfood’s financial information reported under IFRS.  

The Company uses non-IFRS measures, including Gross Merchandise Sales, Adjusted Gross Profit, Adjusted Gross 

Margin, EBITDA, Adjusted EBITDA and Adjusted EBITDA Margin to provide investors with supplemental 

measures of its operating performance and thus highlight trends in its core business that may not otherwise be 

apparent when relying solely on IFRS measures. Goodfood believes that securities analysts, investors and other 

interested parties frequently use non-IFRS measures in the evaluation of issuers. Management also uses non-IFRS 

measures in order to facilitate operating performance comparisons from period to period, and assess Goodfood’s 

ability to meet its future debt service, capital expenditure and working capital requirements. 

Please refer to Goodfood’s Annual MD&A (as defined herein) and the Interim MD&A (as defined herein), 

incorporated by reference into this short form prospectus, for the definitions of Gross Merchandise Sales, Adjusted 

Gross Profit, Adjusted Gross Margin, EBITDA, Adjusted EBITDA and Adjusted EBITDA Margin presented by the 

Company and reconciliation, where applicable, to the most directly comparable IFRS measure.  

NOTICE TO UNITED STATES RESIDENTS 

THE DEBENTURES HAVE NOT BEEN REGISTERED UNDER THE U.S. SECURITIES ACT, OR THE 

SECURITIES LAWS OF ANY STATE OF THE UNITED STATES AND MAY NOT BE OFFERED OR 

SOLD, DIRECTLY OR INDIRECTLY, WITHIN THE UNITED STATES WITHOUT SUCH 
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REGISTRATION OR AN EXEMPTION FROM THE REGISTRATION REQUIREMENTS UNDER THE 

U.S. SECURITIES ACT AND ANY APPLICABLE STATE SECURITIES LAWS. 

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SECURITIES AND 

EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION, NOR HAS THE 

SECURITIES AND EXCHANGE COMMISSION OR ANY STATE SECURITIES COMMISSION PASSED 

UPON THE ACCURACY OR ADEQUACY OF THIS SHORT FORM PROSPECTUS. ANY 

REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENCE. 

DOCUMENTS INCORPORATED BY REFERENCE 

The following documents filed with the securities commission or similar regulatory authority in each of the 

provinces of Canada are available at www.sedar.com and are specifically incorporated by reference into, and form 

an integral part of, this short form prospectus: 

(a) the annual information form of Goodfood dated November 13, 2019, for the fiscal year ended 

August 31, 2019 (the “AIF”);  

(b) the audited consolidated financial statements of Goodfood, the notes thereto and the auditor’s 

report thereon for the years ended August 31, 2019 and August 31, 2018 (the “Annual Financial 

Statements”);  

(c) the management’s discussion and analysis of Goodfood for the year ended August 31, 2019 

(the “Annual MD&A”);  

(d) the management information circular of Goodfood dated November 13, 2019, prepared in 

connection with the Company’s annual and special meeting of shareholders held on January 8, 

2020;  

(e) the unaudited condensed interim financial statements of Goodfood and the notes thereto for the 

three-month periods ended November 30, 2019 and November 30, 2018 (the “Interim Financial 

Statements”); 

(f) the management’s discussion and analysis for the three-month period ended November 30, 2019 

(the “Interim MD&A”);  

(g) the template version of the term sheet dated February 6, 2020, filed in connection with the 

Offering (the “Marketing Materials”); and 

(h) the material change report dated February 12, 2020, relating to the announcement of the Offering. 

Any documents of the type required by National Instrument 44-101 – Short Form Prospectus Distributions filed by 

the Company with a securities commission or similar regulatory authority in Canada after the date of this short form 

prospectus and before completion or withdrawal of the Offering, will be deemed to be incorporated by reference into 

this short form prospectus. 

Any statement contained in a document incorporated or deemed to be incorporated by reference herein will 

be deemed to be modified or superseded for the purposes of this short form prospectus to the extent that a 

statement contained in this short form prospectus or in any subsequently filed document that also is or is 

deemed to be incorporated by reference herein modifies or supersedes such statement. Any statement so 

modified or superseded will not constitute a part of this short form prospectus, except as so modified or 

superseded. The 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 such a modifying or superseding statement will not be deemed an admission for any purpose 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. 
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MARKETING MATERIALS 

The Marketing Materials are not part of this short form prospectus to the extent that the contents of the Marketing 

Materials have been modified or superseded by a statement contained in this short form prospectus. Any “template 

version” of “marketing materials” (as such terms are defined in National Instrument 41-101 – General Prospectus 

Requirements) filed by the Company with a securities commission or other similar authority in Canada after the date 

of this short form prospectus and before the termination of the distribution of the Debentures is deemed to be 

incorporated by reference into this short form prospectus. 

THE COMPANY 

Business of the Company 

Goodfood is a leading online grocery company in Canada, delivering fresh meals and grocery products coast to 

coast and making it easy for members to enjoy delicious meals at home, every week. Goodfood’s mission is to make 

the impossible come true, from farm to kitchen, by empowering members to complete their weekly meal planning 

and grocery shopping in less than 1 minute. Goodfood members get access to a unique selection of products online 

and exclusive pricing made possible by its world class direct to consumer fulfilment ecosystem that nearly 

eliminates food waste and the expensive grocery store brick-and-mortar overhead. The Company has its main 

production facility and administrative offices based in Montreal, Quebec, a second production facility in Calgary, 

Alberta, a breakfast facility in Montreal, Quebec and is currently building out its new production facility in 

Vancouver. Goodfood had 230,000 active subscribers as at November 30, 2019 (“Active Subscribers” is defined as 

accounts that have scheduled to receive a delivery or have elected to skip delivery in the subsequent weekly delivery 

cycle. Active Subscribers exclude cancelled accounts). 

Corporate Structure  

Goodfood results from the amalgamation under the Canada Business Corporations Act (the “CBCA”) on September 

1, 2017, of Goodfood Market Corp. (formerly Mira VII Acquisition Corp.) and Goodfood Market Inc. (the resulting 

entity of the reverse take-over (the “RTO”) amalgamation between Goodfood Market Inc. and Mira VII Subco Inc.).  

Goodfood directly owns all of the voting securities of YUMM Meal Solutions Corp., its only subsidiary. YUMM 

Meal Solutions Corp. was incorporated under the CBCA on March 21, 2019.  

The head and registered office of the Company is located at 4600 Hickmore Street, Montreal, Québec, H4T 1K2.  

For an additional description of the Company, see “Corporate Structure” in the AIF, which is incorporated by 

reference herein. 

Recent Developments 

Launch of Reusable Delivery Box 

In October 2019, the Company announced the official launch of its new reusable delivery box, positioning 

Goodfood as a leader in the industry with respect to environmental sustainability initiatives. The new reusable box is 

made of a plastic compound, was custom-built specifically for Goodfood, and is part of green initiatives to eliminate 

12 million pieces of single serve packaging. 

Addition of Chief Technology Officer  

On December 2, 2019, Raghu Mocharla joined Goodfood’s management team as the Chief Technology Officer. 

Continued Active Subscriber Growth 

In the quarters following Goodfood becoming a public company on June 1, 2017, the Company has seen continued 

growth of Active Subscribers, reaching 230,000 Active Subscribers as of November 30, 2019, representing an 83% 

increase compared to the same period last year.  
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USE OF PROCEEDS 

The net proceeds to be received by the Company from the Offering, after deducting the Underwriters’ Fee of 

$1,491,875 (assuming the full purchase under the president’s list) and the estimated expenses of the Offering, will 

be approximately $28,063,125. If the Over-Allotment Option is exercised in full, the net proceeds to be received by 

the Company from the Offering, after deducting the Underwriters’ Fee and the estimated expenses of the Offering, 

will be approximately $32,338,125, after deducting the additional Underwriters’ fee of $225,000.  

Goodfood intends to use a substantial portion of the net proceeds of the Offering (i) to fund the buildout of a new 

Toronto production and distribution facility, and (ii) to further investments in capital projects (including automation 

related capital projects) at its existing production facilities in Montreal, Calgary and Vancouver as well as Toronto, 

with the remainder to be used for general corporate purposes (including but not limited to salary, professional fees, 

marketing, sales expenses and exploration of future expansion opportunities). At the present time, Goodfood is 

reviewing prospective locations for a new Toronto production and distribution facility and expects to use the net 

proceeds of the Offering attributable to the build out of such facility for the acquisition and installation of 

refrigeration, automation and other equipment, as well as for other leasehold improvements typical for the 

establishment of a greenfield food manufacturing and distribution facility. 

The intended allocation of the net proceeds of the Offering will be as follows:  

 
Use of Net Proceeds: Amount 

Buildout of a New Toronto Production and Distribution Facility $10,000,000 

Capital Projects (Including Process Automation) $10,000,000 

General Corporate Purposes $8,063,125 

Total $28,063,125 

The actual allocation of the net proceeds may vary depending on future developments in the Company’s business or 

unforeseen events. Pending such application of the net proceeds of the Offering, Goodfood may elect to invest such 

funds, in whole or in part, in short-term investment-grade securities or bank deposits. The Company intends to use 

the estimated net proceeds as stated in this short form prospectus; however there may be circumstances where, for 

sound business reasons, a reallocation of proceeds may be deemed prudent or necessary. If the Over-Allotment 

Option is exercised by the Underwriters, whether in full or in part, the Company will use the additional net proceeds 

from the issuance and sale of the Over-Allotment Debentures for working capital and general corporate purposes 

(including salary, professional fees, marketing and sales expenses and exploration of future expansion 

opportunities). 

The new production and distribution facility is expected to be operational within 24 months following the 

completion of the Offering. It is expected that the Offering will also allow Goodfood to fund additional capital 

projects, including furthering its efforts in automating current operations and add flexibility to delivery options for 

members. 

DESCRIPTION OF THE DEBENTURES 

The following is a summary of the material attributes and characteristics of the Debentures and is subject to, and 

qualified in its entirety by, reference to the terms of the Indenture to be entered into between the Company and the 

Indenture Trustee on the Closing Date. This summary does not purport to be complete and for full particulars 

reference should be made to the Indenture. After its execution, the Indenture will be available for inspection at the 

offices of the Company and will be available under the Company’s profile on SEDAR at www.sedar.com.  

Principal, Maturity and Interest 

The Debentures will be issued in denominations of $1,000 or in integral multiples thereof. The Debentures will be 

dated as of the Closing Date and unless previously redeemed or purchased, as described below, the Debentures will 

mature on March 31, 2025. The principal amount of the Debentures is payable at maturity in cash or, at the 

Company’s option and subject to satisfaction of certain conditions, by delivery of freely tradeable Common Shares 

or a combination of cash and freely tradeable Common Shares as further described below under “Method of 

Payment – Repayment of Principal Amount”. The Debentures will be payable at the principal corporate trust office 

of the Indenture Trustee. 
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The Debentures will bear interest from the date of issue at 5.75% per annum, which will be payable semi-annually in 

arrears on March 31 and September 30 of each year, commencing on September 30, 2020, to holders of record at the 

close of business on the fifth business day preceding each such date. The first interest payment will include interest 

accrued from, and including, the Closing Date to, but excluding September 30, 2020. Assuming that the Closing 

Date is February 26, 2020, the first interest payment, payable on September 30, 2020, will be $34.18 per $1,000 

principal amount of Debentures. Each payment of cash interest on the Debentures will include any interest accrued 

for the period commencing on and including the immediately preceding Interest Payment Date (or, if none, the 

initial issuance date of the Debentures) through and including the day before the applicable Interest Payment Date 

(or redemption or purchase date, as the case may be). Any payment required to be made on any day that is not a 

business day will be made on the next succeeding business day. Interest for all periods shall be computed on the 

basis of a 360 day year comprised of twelve 30 day months. See “Method of Payment – Payment of Interest”. 

Redemption 

The Debentures shall not be redeemable by the Company before March 31, 2023, except upon the satisfaction of 

certain conditions after a Change of Control has occurred. See “Change of Control”. On or after March 31, 2023, 

and prior to March 31, 2024, provided that the then Current Market Price (as defined herein) is not less than 125% 

of the Conversion Price, the Debentures may be redeemed in whole or in part at the option of the Company on not 

more than 60 days and not less than 30 days prior notice at a price equal to the principal amount thereof plus accrued 

and unpaid interest, if any, up to but excluding the date set for redemption. 

On or after March 31, 2024, and prior to the Maturity Date, the Debentures may be redeemed in whole or in part at 

the option of the Company on not more than 60 days and not less than 30 days prior notice at a price equal to their 

principal amount plus accrued and unpaid interest, if any, up to but excluding the date set for redemption. 

In the case of redemption of less than all of the Debentures, the Debentures to be redeemed will be selected by the 

Indenture Trustee on a pro rata basis or in such other manner as the Indenture Trustee deems equitable, subject to 

regulatory approvals as may be requested from time to time. 

Conversion 

Conversion Privilege 

The Debentures will be convertible at the Debentureholder’s option into fully-paid, non-assessable and freely 

tradable Common Shares at any time prior to the earlier of the last business day immediately preceding the Maturity 

Date and the last business day immediately preceding the date specified for redemption by the Company at the 

Conversion Price (being $4.70 per Common Share), resulting in a ratio of approximately 212.7660  Common Shares 

per $1,000 principal amount of Debentures. The Conversion Price represents a conversion premium of 

approximately 49.2% to a reference price of $3.15 per Common Share. 

Adjustment 

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

events, including:  

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

(b) the issuance or distribution of Common Shares (or securities convertible into or exchangeable for 

Common Shares) to the holders of all or substantially all of Common Shares by way of a stock 

dividend or a distribution or otherwise;  

(c) the issuance or distribution by the Company of rights, options or warrants to the holders of all or 

substantially all of the Common Shares entitling such holders, during a period expiring not more 

than 45 days after the record date for such distribution, to subscribe for or purchase Common 

Shares (or securities convertible into or exchangeable for Common Shares) at a price per share (or, 

in the case of securities convertible into or exchangeable for Common Shares, at a conversion 

price or an exchange price per share at the date of issue of the security) which is less than 95% of 

the Current Market Price (as defined herein) of the Common Shares on such date;  
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(d) the distribution by the Company to holders of all or substantially all of the Common Shares of 

securities (other than those referred to above) or of property or other assets (including cash or debt 

securities);  

(e) the payment to all holders of Common Shares of cash or any other consideration in respect of an 

issuer bid for Common Shares by the Company (other than a normal course issuer bid) to the 

extent that the cash and fair market value of any other consideration included in the payment per 

Common Shares exceeds the Current Market Price on the date of expiry of such issuer bid; and 

(f) the distribution to all holders of Common Shares of any securities or assets. 

There will be no adjustment to the Conversion Price in respect of any of the distributions referred to in paragraphs 

(b), (c), (d), (e) or (f) above if the Debentureholders are entitled to participate in the distribution as though they had 

converted their Debentures prior to or on the effective date or record date for such distribution. Any such 

participation is subject to receipt of prior regulatory approval. No adjustment will be made to the Conversion Price 

upon the issuance from time to time of Common Shares pursuant to the Company’s existing or future stock option 

plan, long term incentive plan, deferred share unit plan, performance share unit plan, performance share unit plan 

applicable to business units, restricted share unit plan, share purchase plan or any dividend reinvestment plan, or any 

similar plan, if any, as such plans may be amended or replaced from time to time. For greater certainty, a 

distribution under paragraph (d) above shall not include an offering of securities by way of private placement or 

prospectus which is made to the public in general. In addition, the Company will not be required to make 

adjustments to the Conversion Price unless the cumulative effect of such adjustments would change the Conversion 

Price by at least 1% and any adjustment which is not required to be made will be carried forward and will be taken 

into consideration at the time of any subsequent adjustment. The Company will give registered Debentureholders at 

least 14 days prior notice of the record date or effective date for each of the distributions referred to in paragraphs 

(b), (c), (d), (e) or (f) above. 

Change to Conversion Right 

If, prior to the Maturity Date, there is a reclassification of the Common Shares or a change of the Common Shares 

into other shares or other capital reorganization (other than a change resulting from subdivision, reduction, 

combination or consolidation of the outstanding Common Shares), or a consolidation, amalgamation or merger of, 

or an arrangement involving the Company with or into any other corporation or other entity (other than a vertical 

short-form amalgamation with one or more of its wholly-owned subsidiaries) or a transfer of the undertaking or 

assets of the Company as an entirety or substantially as an entirety to another corporation or entity in which the 

holders of Common Shares are entitled to receive shares, or a liquidation, dissolution or winding-up of the 

Company, the terms of the conversion privilege shall be adjusted such that Debentureholders who exercise their 

right to convert Debentures into Common Shares held after the effective date of the foregoing transactions will be 

entitled to receive that number of shares that such Debentureholder would have been entitled to receive as a result of 

such transactions if, on the effective date thereof, such Debentureholder had been the registered holder of Common 

Shares to which such Debentureholder was entitled upon conversion of the Debentures before such reclassification, 

change, reorganization, consolidation, amalgamation, merger, arrangement, sale or transfer, liquidation, dissolution 

or winding-up. The only consideration into which the Debentures may be convertible will be shares of the Company 

as specified by the board of directors of the Company. 

No consent of the Debentureholders will be required in connection with a reclassification, reorganization, 

consolidation, amalgamation, merger or arrangement of the Company and the Debentureholders will have no voting 

or other approval rights with respect to any such transaction. 

No fraction of a Common Share will be issued upon conversion of the Debentures. In lieu of such fraction of a 

Common Share, if such a fraction shall become owing, the Debentureholder will receive a cash payment which will 

be determined according to the then Current Market Price  of such fraction of a Common Share. For a summary of 

the principal Canadian federal income tax treatment of Debentureholders receiving Common Shares upon 

conversion, see “Canadian Federal Income Tax Considerations”. 
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Method of Payment  

Repayment of Principal Amount 

On redemption or at maturity of the Debentures, the Company will repay the indebtedness represented by the 

Debentures by paying to the Indenture Trustee in lawful money of Canada the amount required to repay the 

principal amount of such Debentures, together with accrued and unpaid interest thereon. Subject to required 

regulatory approvals and provided that there is not a current Event of Default under the Indenture, the Company 

may, at its option, elect to satisfy its obligation to pay all or a portion of the principal amount of the Debentures on 

redemption or at maturity through, in whole or in part, the issuance of Common Shares.  

Should the Company elect to satisfy its obligation to pay all or a portion of the principal amount of the Debentures 

on redemption or upon maturity by the issuance of Common Shares, the number of Common Shares a holder will 

receive in respect of each Debenture will be determined by dividing the principal amount to be paid by 95% of the 

then “Current Market Price” of the Common Shares which will be defined in the Indenture as being the volume 

weighted average trading price of the Common Shares on the TSX for the 20 consecutive trading days ending on the 

fifth trading day preceding the date of the applicable event. No fractional Common Shares will be issued on 

redemption or repayment at maturity but, in lieu thereof, the Company shall satisfy fractional interests by a cash 

payment equal to the fraction of the Common Share multiplied by the Current Market Price.  

The Company may not satisfy its obligation to pay the principal amount of a Debenture by issuing Common Shares 

unless the Company satisfies the requirements of applicable securities laws and certain other conditions, as provided 

in the Indenture, prior to the Maturity Date or the redemption date, as applicable, including the following conditions:  

(a) there is not a current Event of Default under the Indenture;  

(b) the Common Shares to be issued upon redemption or repayment at maturity of the Debentures 

shall not be subject to any “restricted period” or “seasoning period” under  National Instrument 

45-102 Resale of Securities (“NI 45-102”) other than in respect of a “control distribution” (as 

defined in NI 45-102) or a transaction or series of transactions incidental to a control distribution; 

and  

(c) the Common Shares to be issued upon redemption or repayment at maturity of the Debentures 

shall be listed on the TSX or a national securities exchange or quoted in an inter-dealer quotation 

system of any registered national securities association.  

If the conditions above are not satisfied (or waived) with respect to a holder of Debentures prior to the close of 

business on the business day preceding the applicable payment date, the Company will make the required payment 

entirely in cash. If the Company elects to satisfy any amount payable on redemption of the Debentures by issuing 

Common Shares, the Company will advise the holders of Debentures of such election in the applicable redemption 

notice. If the Company elects to satisfy any amount payable on redemption of the Debentures by issuing Common 

Shares, the Company will provide notice of such election to the holders of Debentures not more than 60 days and 

not less than 30 days before the applicable payment date. If the Company elects to satisfy any amount payable at 

maturity of the Debentures by issuing Common Shares, the Company will provide notice of such election to the 

holders of Debentures not more than 60 days and not less than 30 days before the applicable payment date.  

The Company may not change the form of components or percentages of consideration to be paid for the Debentures 

once it has given the notice that it is required to give to holders of Debentures, except as described in the preceding 

paragraph. When the Company determines the actual number of Common Shares in accordance with the foregoing 

procedures, it will issue a news release on a national newswire.  

As the Current Market Price will be determined prior to the applicable payment date, holders of the Debentures will 

bear the market risk with respect to the value of the Common Shares to be received from the date such price is 

determined to such payment date.  

The Company 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: 
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(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 upon 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 

Shares upon redemption or maturity of the Debentures. 

Payment of Interest 

The Company may elect by notice (the “Share Interest Payment Notice”), from time to time (including at the time 

of redemption or maturity) and subject to regulatory approval, provided that there is not a current Event of Default 

under the Indenture, to satisfy any obligation to pay interest on the Debentures (the “Interest Obligation”) 

(including at the time of redemption or maturity) by delivering a sufficient number of Common Shares to the 

Indenture Trustee to satisfy all or any part of the Interest Obligation in accordance with the Indenture (the “Share 

Interest Payment Election”), or by way of a combination of the above and cash. The Indenture will provide that, 

upon such election, the Indenture Trustee shall: (i) accept delivery of the Common Shares from the Company; (ii) 

settle the sale of such Common Shares on behalf of the Company, as the Company shall direct in its absolute 

discretion through the investment banks, brokers or dealers identified by the Company in the Share Interest Payment 

Notice at the price identified therein; (iii) invest the proceeds of such sales on the direction of the Company in 

securities issued or guaranteed by the Government of Canada or any province thereof which mature prior to an 

applicable Interest Payment Date; (iv) use such proceeds, together with proceeds from the sale of Common Shares 

not invested as aforesaid, to pay the Interest Obligation in respect of which the Share Interest Payment Election was 

made; (v) deliver proceeds to holders of Debentures to satisfy all or a portion of the Company’s Interest Obligations, 

as directed by the Company in the Share Interest Payment Notice; and (vi) perform any other action necessarily 

incidental thereto as directed by the Company in its absolute discretion with the consent of the Indenture Trustee.  

The Indenture will set forth the procedures to be followed by the Company and the Indenture Trustee in order to 

effect the Share Interest Payment Election.  

Neither the Company’s making of the Share Interest Payment Election nor the consummation of sales of Common 

Shares will: (i) result in the holders of the Debentures 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 (ii) entitle 

such holders to receive any Common Shares in satisfaction of the Interest Obligation. 

Rank and Subordination 

The Debentures will rank pari passu with all subordinated debentures issued by the Company from time to time. 

The payment of the principal of, and interest on, the Debentures will be subordinated in right of payment, as will be 

set forth in the Indenture, to the prior payment in full of all Senior Indebtedness (as defined herein) incurred, 

assumed or guaranteed by the Company, whether outstanding on the date of the Indenture or thereafter incurred. 

The Indenture will provide that in the event of any insolvency or bankruptcy proceedings, or any receivership, 

liquidation, reorganization or other similar proceedings relative to the Company, or to its property or assets, or in the 

event of any proceedings for voluntary liquidation, dissolution or other winding-up of the Company, whether or not 

involving insolvency or bankruptcy, then the holders of Senior Indebtedness will first be entitled to receive payment 

in full before the Debentureholders will be entitled to receive any payment or distribution of any kind or character, 

whether in cash, property or securities, which may be payable or deliverable in any such event in respect of any of 

the Debentures. The Indenture will also provide that the Company will not make any payment, and the 

Debentureholders will not be entitled to demand, institute proceedings for the collection of, or receive any payment 

or benefit (including without limitation by compensation, set-off, combination of accounts or realization of security 

or otherwise in any manner whatsoever) on account of indebtedness represented by the Debentures (other than 

pursuant to the right of conversion, see “Conversion”) (i) in a manner inconsistent with the terms (as they exist on 

the date of issue) of the Indenture, or (ii) at any time when a default or an event of default, as defined in any Senior 
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Indebtedness or any instrument evidencing same and permitting, by lapse of time or giving of notice, the holders 

thereof to accelerate the maturity thereof, has occurred under Senior Indebtedness and is continuing and the notice 

of such default or event of default has been given by or on behalf of the holders of such Senior Indebtedness to the 

Company, unless and until the Senior Indebtedness has been repaid in full. 

The Indenture will contain in substance the following defined terms relevant to the subordination provisions: 

“Incur” means issue, assume, guarantee, incur or otherwise become liable for and “Incurred” or “Incurrence” will 

have a corresponding meaning; provided, however, that any Indebtedness of a person existing at the time such 

person becomes a subsidiary (whether by merger, consolidation, acquisition or otherwise) shall be deemed to be 

Incurred by such person at the time it becomes a subsidiary. 

“Indebtedness” means, with respect to any person, all existing and future obligations, liabilities and indebtedness of 

such person which would, in accordance with IFRS, be classified upon a consolidated balance sheet of such person 

as liabilities of the person and, whether or not so classified, shall include (without duplication) (a) the principal of 

any indebtedness of such person, whether or not contingent: (i) in respect of borrowed money, (ii) evidenced by 

bonds, notes, debentures or similar instruments or letters of credit or bankers’ acceptances (or, without duplication, 

reimbursement agreements in respect thereof), (iii) representing the deferred and unpaid purchase price of any 

property, except any such balance that constitutes a trade payable or similar obligation to a trade creditor due within 

six months from the date on which it is Incurred and Incurred in the ordinary course of business, which purchase 

price is due more than six months after the date of placing the property in service or taking delivery and title thereto, 

or (iv) in respect of capitalized lease obligations; (b) to the extent not otherwise included, any obligation of such 

person to be liable for, or to pay, as obligor, guarantor or otherwise, on the Indebtedness of another person (other 

than by endorsement of negotiable instruments for collection in the ordinary course of business); and (c) to the 

extent not otherwise included, Indebtedness of another person secured by a lien on any asset owned by such person 

(whether or not such Indebtedness is assumed by such person); provided, however, that the amount of such 

Indebtedness will be the lesser of (i) the fair market value of such asset at such date of determination and (ii) the 

amount of such Indebtedness of such other person; provided, further, that any obligation of the Company in respect 

of account credits or participants under any employee, director or officer compensation plan will be deemed not to 

constitute Indebtedness. 

“Senior Indebtedness” means all Indebtedness of the Company, including interest thereon and other amounts 

(including make-whole, fees, expenses, reimbursement obligations under letters of credit and indemnities) owing in 

respect thereof, all hedging obligations and all obligations in respect of cash management services, in each case, 

whether outstanding on the date of the Indenture or thereafter Incurred, unless in the instrument creating or 

evidencing the same or pursuant to which the same is outstanding it is provided that such obligations are not 

superior in right of payment to the Debentures; provided, however, that Senior Indebtedness shall not include (a) any 

obligation of the Company to any subsidiary of the Company, or of such subsidiary to the Company or any other 

subsidiary of the Company, (b) any liability for federal, state, provincial, local or other taxes owed or owing by the 

Company, (c) any accounts payable or other liability to trade creditors arising in the ordinary course of business 

(including guarantees thereof or instruments evidencing such liabilities), (d) any obligations with respect to any 

capital stock, and (e) all other present and future subordinated and unsecured Indebtedness of the Company. For 

further clarity “Senior Indebtedness” includes without limitation, (w) Indebtedness in respect of which the Company 

has granted any lien, charge, mortgage, pledge, security interest or hypothec or prior claim, and any similar rights in 

favour of any person on its property and assets, (x) Indebtedness under the Credit Facility, (y) severance obligations 

of the Company and (z) other Indebtedness the principal of and premium, if any, and interest on and other amounts 

in respect of all such Indebtedness of the Company (whether outstanding as at the date of the Indenture or thereafter 

incurred), other than Indebtedness evidenced by the Debentures and all other existing and future Indebtedness or 

other instruments of the Company 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. 

Change of Control 

The Company must commence, within 30 days following the occurrence of a Change of Control, an offer to 

purchase (the “Offer to Purchase”) for all of the Debentures then outstanding. The Offer to Purchase shall be made 

at a purchase price (the “Offer Price”) equal to 100% of the principal amount of the Debentures, plus accrued and 

unpaid interest thereon (if any) up to, but excluding, the date of purchase (the “Change of Control Payment 
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Date”). The Company shall be required to accept for purchase and pay for all Debentures properly tendered on the 

Change of Control Payment Date. 

On the Change of Control Payment Date, the Company shall (i) accept for payment Debentures or portions thereof 

tendered pursuant to the Offer to Purchase; (ii) deposit with the Indenture Trustee money sufficient to pay the Offer 

Price of all Debentures or portions thereof so accepted; and (iii) deliver, or cause to be delivered, to the Indenture 

Trustee all Debentures or portions thereof so accepted together with an officer’s certificate specifying the 

Debentures or portions thereof accepted for payment by the Company. 

The Indenture will contain notification and repurchase provisions requiring the Company to give written notice to 

the Indenture Trustee of the occurrence of a Change of Control within 30 days of such event together with the Offer 

to Purchase. The Indenture Trustee will thereafter promptly mail to each holder of Debentures a notice of the 

Change of Control together with a copy of the Offer to Purchase to repurchase all the outstanding Debentures. 

If 90% or more of the aggregate principal amount of the Debentures outstanding on the date that the Company gives 

notice of the Change of Control have been tendered to the Company pursuant to the Offer to Purchase, the Company 

will have the right to redeem all the remaining Debentures on such date at the Offer Price plus accrued and unpaid 

interest. Notice of such redemption must be given by the Company to the Indenture Trustee within 10 days 

following the expiry of the Offer to Purchase, and as soon as possible thereafter, by the Indenture Trustee to the 

holders of the Debentures not tendered pursuant to the Offer to Purchase. 

The Company will comply with all applicable securities laws in the event that the Company is required to 

repurchase Debentures upon a Change of Control. 

Under the Indenture, a “Change of Control” of the Company will be defined as (i) an acquisition by a person or 

group of persons acting jointly or in concert (within the meaning of the National Instrument 62-104 - Take-Over 

Bids and Issuer Bids (“NI 62-104”)) of ownership of, or voting control or direction over, 50% or more of the 

Common Shares; or (ii) the sale or other transfer of all or substantially all of the consolidated assets of the Company 

(provided that a sale of less than 50% of the fair market value of the consolidated assets of the Company shall be 

deemed not to constitute a sale of all or substantially all of its consolidated assets), and excluding in the case of both 

(i) and (ii) above, any sale, merger, reorganization, or other similar transaction if the previous holders of the 

Common Shares hold at least 50% of the voting control in such merged, reorganized or other continuing entity.  

Additionally, 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 transactions on a stock exchange; or (iii) other property 

that is not traded or intended to be traded immediately following such transactions on a stock exchange (a “Cash 

Change of Control”), then, subject to regulatory approvals, during the period beginning 10 trading days before the 

anticipated date on which the Change of Control becomes effective (the “Effective Date”) and ending 30 days after 

the Offer to Purchase is delivered, holders of Debentures will be entitled to convert their Debentures, subject to 

certain limitations, and receive, subject to and upon completion of the Cash Change of Control, in addition to the 

number of Common Shares they would otherwise be entitled to receive as set out under “Conversion” above, 

additional number of Common Shares per $1,000 principal amount of Debentures as set out below (in each case, 

a “Make-Whole Premium”), subject to regulatory approvals. 

The number of additional Common Shares per $1,000 principal amount of Debentures constituting the relevant 

Make-Whole Premium will be determined by reference to the table below and is based on the Effective Date and the 

price (the “Change of Control 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 Change of Control Offer Price will be the cash amount paid per Common Share. Otherwise, the 

Change of Control Offer Price will be equal to the Current Market Price of the Common Shares immediately 

preceding the Effective Date of such transaction. The Company could, in the future, enter into certain transactions, 

including certain recapitalizations, that would not constitute a Change of Control for purposes of the Indenture but 

that could increase the amount of the Company’s or its subsidiaries’ outstanding indebtedness.  

The following table shows what the Make-Whole Premium would be for each hypothetical Change of Control Offer 

Price and Effective Date set out below, expressed as additional Common Shares per $1,000 principal amount of 

Debentures. For greater certainty, the Company will not be obliged to pay the Make-Whole Premium other than by 
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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 “Conversion” 

above. 

Make Whole Premium Upon a Change of Control 

(Number of Additional Common Shares per $1,000 Principal Amount of Debentures) 

Effective Date 

Offer 

Price February 26, 2020 March 31, 2020 March 31, 2021 March 31, 2022 March 31, 2023 March 31, 2024 

$3.15 104.6952 104.6952 104.6952 104.6952 104.6952 104.6952 

$4.50 53.1067 52.4156 44.2289 35.2067 25.5111 11.6044 

$5.25 39.5390 38.8438 30.3010 20.5943 11.0838 0.3162 

$6.00 30.9350 30.2683 21.9617 12.3450 2.9717 - 

$7.00 23.7786 23.1714 15.5857 6.8457 0.0486 - 

$8.25 18.5152 17.9867 11.4364 4.1515 - - 

$9.25 15.8486 15.3773 9.5686 3.2843 - - 

The actual Change of Control Offer Price and Effective Date may not be set out in the table, in which case: (a) if the 

actual Change of Control Offer Price on the Effective Date is between two Change of Control 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 straightline interpolation between the Make-Whole Premiums set out for the two Change of Offer 

Prices and the two Effective Dates in the table based on a 365-day year, as applicable, (b) if the Change of Control 

Offer Price on the Effective Date exceeds $9.25 per Common Share, subject to adjustment as described below, the 

Make-Whole Premium will be zero, and (c) if the Change of Control Offer Price on the Effective Date is less than 

$3.15 per Common Share, subject to adjustment as described below, the Make-Whole Premium will be zero. 

The Change of Control 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 Change of Control Offer Prices will equal the Change 

of Control 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 Change of Control Offer Price adjustment. The number of additional 

Common Shares set out in the table above will be adjusted in the same manner as the Conversion Price as set out 

above under “Conversion” above, other than by operation of an adjustment to the Conversion Price by adding the 

Make-Whole Premium as described above. 

The Company’s ability to purchase Debentures upon a Change of Control may be limited by the terms of its then 

outstanding credit agreements. 

Purchase for Cancellation 

The Company may, to the extent permitted by applicable law, at any time purchase the Debentures in the open 

market or by tender at any price or by private agreement. Any Debenture purchased by the Company will be 

surrendered to the Indenture Trustee for cancellation. Any Debentures surrendered to the Indenture Trustee may not 

be reissued or resold and will be cancelled promptly.  

Events of Default 

The 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 of the Debentures: (a) 

failure for 30 days to pay interest on the Debentures when due; (b) failure to pay principal or premium (whether by 

way of payment of cash or delivery of Common Shares), if any, on the Debentures when due, whether at maturity, 

upon redemption, on a Change of Control, by declaration or otherwise; (c) default in the delivery, when due, of any 

Common Shares or other consideration, including any make-whole premium, payable upon conversion with respect 

to the Debentures, which default continues for 15 days; (d) default in the observance of the covenant of the 

Company to maintain the listing of the Common Shares and Debentures on the TSX, and to maintain the Company’s 
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status as a “reporting issuer” not in default of applicable securities laws, which default continues for 10 business 

days; (e) default in the observance or performance of any covenant or condition of the Indenture and the failure to 

cure (or obtain a waiver for) such default for a period of 30 days after notice in writing has been given by the 

Indenture Trustee for the Debentures or from holders of not less than 25% in aggregate principal amount of any 

debentures issued under the Indenture (including the Debentures) to the Company specifying such default and 

requiring the Company to rectify or obtain a waiver for same; (f) certain events of bankruptcy, insolvency or 

reorganization of the Company or any material subsidiary under bankruptcy or insolvency laws; or (g) if an event of 

default occurs or exists under any indenture, agreement or other instrument evidencing or governing Indebtedness 

for borrowed money of the Company or any material subsidiary thereof and as a result of such event of default, (i) 

Indebtedness for borrowed money thereunder in excess of $10,000,000 (or the equivalent amount in any other 

currency) has become due and payable before the date it would otherwise have been due and payable and, as it 

relates to a default in the payment when due of any amount owing thereunder, such amount has not been paid for a 

period of 15 days after such default becomes an event of default thereunder, and (ii) the holders of such 

Indebtedness are entitled to commence, and have commenced, the enforcement of security they hold for such 

indebtedness (if any) or the exercise of any other creditors’ remedies to collect such Indebtedness. 

The Indenture will not prohibit or limit the ability of the Company to pay dividends, except where an Event of 

Default has occurred and such default has not been cured or waived. 

Amalgamation, Consolidation, Transfer or Lease  

The Indenture will provide that the Company will not amalgamate with any other corporation or enter into any 

reorganization or arrangement or effect any conveyance, sale, transfer or lease of all or substantially all of its assets, 

unless, in any such case: (i) either the Company shall be the continuing corporation, or the successor corporation (or 

the person that leases or that acquires by conveyance, sale or transfer all or substantially all of the Company’s 

assets) (such corporation or person being referred to as the “Successor Corporation”) is organized or existing under 

the laws of Canada or any province or territory thereof and shall expressly, by supplemental indenture, assume the 

due and punctual payment of the principal of, the premium, if any, and interest on all outstanding Debentures, 

according to their tenor, and the due and punctual performance and observance of all of the covenants and 

conditions of the Indenture to be performed by the Company; (ii) the Debentures will be valid and binding 

obligations of the Successor Corporation entitling the Debentureholders, as against the Successor Corporation, to all 

rights of Debentureholders under the Indenture, (iii) the Company or such Successor Corporation shall not 

immediately thereafter be in default under the Indenture or in respect of the Debentures. Any such Successor 

Corporation shall agree to be bound by the terms of the Indenture as principal obligor in place of the Company as if 

such successor had been named in the Indenture as the Company. 

Modifications  

The rights of the holders of the Debentures, as well as any other series of debentures that may be issued under the 

Indenture, may be modified in accordance with the terms of the Indenture. For that purpose, among others, the 

Indenture will contain certain provisions which will make binding on all Debenture holders resolutions passed at 

meetings of the holders of Debentures by votes cast thereat by holders of not less than 66 2⁄3% of the principal 

amount of the Debentures present at the meeting or represented by proxy, or rendered by instruments in writing 

signed by the holders of not less than 66 2⁄3% of the principal amount of the Debentures then outstanding. 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.  

Offers for Debentures  

The Indenture will contain provisions to the effect that if an offer is made for the Debentures which is a take-over 

bid for Debentures within the meaning of NI 62-104 and not less than 90% of the Debentures (other than Debentures 

held at the date of the take-over bid by or on behalf of the offeror or associates or affiliates of the offeror) are taken 

up and paid for by the offeror, the offeror will be entitled to acquire the Debentures held by the holders of 

Debentures who did not accept the offer on the terms offered by the offeror.   
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Calculations in Respect of Debentures  

The Company is responsible for making all calculations called for in respect of the Debentures. These calculations 

include, but are not limited to, determination of the Current Market Price. The Company will make all these 

calculations in good faith and, absent manifest error, the Company’s calculations are final and binding on holders of 

Debentures and the Indenture Trustee. The Company will provide a schedule of the Company’s calculations to the 

Indenture Trustee, and the Indenture Trustee is entitled to conclusively rely upon the accuracy of the Company’s 

calculations without independent verification.  

No Personal Liability of Board, Officers, Employees, Subsidiaries, Incorporators and Shareholders  

No past, present or future director, officer, employee, or shareholder of the Company or any successor, as such, shall 

have any liability for any of the obligations of the Company under the Debentures or the Indenture or for any claim 

based on, in respect of, or by reason of, such obligations or their creation. Each holder of Debentures by accepting a 

Debenture waives and releases all such liability. The waiver and release are part of the consideration for issuance of 

the Debentures.  

Governing Law  

The Indenture and the Debentures will be governed by and construed in accordance with the laws of the Province of 

Québec and the federal laws of Canada applicable therein.  

Global Debentures  

Except in certain limited circumstances, the Debentures will be issued in the form of one global debenture (the 

“Global Debenture”) and must be purchased or transferred through a CDS Participant. On the Closing Date, the 

Indenture Trustee will cause the Debentures to be delivered to CDS and registered in the name of its nominee. The 

Debentures will be evidenced by one or more book-entry only global certificates. Registration of interests in and 

transfers of the Debentures will be made only through the depository service of CDS.  

Except as described below, a purchaser acquiring a beneficial interest in the Debentures (a “Beneficial Owner”) 

will not be entitled to a certificate or other instrument from the Indenture Trustee or CDS evidencing that 

purchaser’s interest therein, and such purchaser will not be shown on the records maintained by CDS, except 

through a CDS Participant. Such purchaser will receive a confirmation of purchase from the Underwriter or other 

registered dealer from whom Debentures are purchased.  

Neither the Company nor the Underwriters 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 contained in this short form prospectus and relating to the rules governing CDS or any action to be taken 

by CDS or at the direction of the CDS Participants. The rules governing CDS provide that it acts as the agent and 

depositary for the CDS Participants. As a result, CDS Participants must look solely to CDS and Beneficial Owners 

must look solely to CDS Participants for the payment of the principal and interest on the Debentures paid by or on 

behalf of the Company to CDS.  

As indirect holders of Debentures, investors should be aware that they (subject to the situations described below): 

(a) may not have Debentures registered in their name; (b) may not have physical certificates or other instruments 

representing their interest in the Debentures; (c) may not be able to sell the Debentures to institutions required by 

law to hold physical certificates for securities they own; and (d) may be unable to pledge Debentures as security.  

The Debentures will be issued to Beneficial Owners in fully registered form (the “Debenture Certificates”) only if: 

(a) required to do so by applicable law; (b) the book-entry only system ceases to exist; (c) the Company or CDS 

advises the Indenture Trustee that CDS is no longer willing or able to properly discharge its responsibilities as 

depositary with respect to the Debentures and the Company is unable to locate a qualified successor; (d) the 

Company, at its option, decides to terminate the book-entry only system through CDS; or (e) after the occurrence of 

an Event of Default, provided that CDS Participants acting on behalf of Beneficial Owners representing, in the 

aggregate, more than 25% of the aggregate principal amount of the Debentures then outstanding advise CDS in 

writing that the continuation of a book-entry only system through CDS is no longer in their best interest, and 
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provided further that the Indenture Trustee has not waived the Event of Default in accordance with the terms of the 

Indenture.  

Upon the occurrence of any of the events described in the immediately preceding paragraph, the Indenture Trustee 

must notify CDS, for and on behalf of CDS Participants and Beneficial Owners, of the availability through CDS of 

Debenture Certificates. Upon surrender by CDS of the global certificates representing the Debentures and receipt of 

instructions from CDS for the new registrations, the Indenture Trustee will deliver the Debentures in the form of 

Debenture Certificates and thereafter the Company will recognize the holders of such Debenture Certificates as 

registered holders of Debentures under the Indenture.  

Transfer and Exchange of Debentures  

Transfers of beneficial ownership in Debentures represented by Global Debentures will be effected through records 

maintained by CDS for such Global Debentures or its nominees (with respect to interests of CDS Participants) and 

on the records of participants (with respect to interests of persons other than CDS Participants). Unless the Company 

elects in its sole discretion to prepare and deliver Debenture Certificates, beneficial owners who are not CDS 

Participants, but who desire to purchase, sell or otherwise transfer ownership of or other interest in Global 

Debentures may do so only through CDS Participants.  

The ability of a beneficial owner of an interest in a Debenture represented by a Global Debenture to pledge the 

Debenture, or otherwise take action with respect to such owner’s interest in a Debenture represented by a Global 

Debenture (other than through a CDS Participant), may be limited due to the lack of a physical certificate.  

Registered holders of Debenture Certificates, if issued, may transfer such Debentures upon payment of taxes or 

other charges incidental thereto, if any, by executing and delivering a form of transfer together with the Debenture 

Certificates to the Indenture Trustee for the Debentures at its principal offices in Montreal, Québec, or Toronto, 

Ontario, or such other city or cities as may from time to time be designated by the Company whereupon new 

Debenture Certificates will be issued in authorized denominations in the same aggregate principal amount as the 

Debenture Certificates so transferred, registered in the names of the transferees. Neither the Company nor the 

Indenture Trustee nor any registrar shall be required to (a) make transfers or exchanges of any Debentures on any 

Interest Payment Date for such Debentures or during the five preceding business days; (b) make transfers or 

exchanges of any Debentures on the day of any selection by the Indenture Trustee of Debentures to be redeemed or 

during the 15 preceding business days; or (c) make exchanges of any Debentures which will have been selected or 

called for redemption unless upon due presentation thereof for redemption such Debentures shall not be redeemed.  

Payments 

Payments of interest and principal on each Global Debenture will be made to CDS or its nominee, as the case may 

be, as the registered holder of the Global Debenture, so long as the book-entry only system is in effect. As long as 

CDS or its nominee is the registered owner of a Global Debenture, CDS or its nominee, as the case may be, will be 

considered the sole legal owner of the Global Debenture for the purposes of receiving payments of interest and 

principal on the Debentures and for all other purposes under the Indenture and the Debentures. The record dates for 

the payment of interest on the Debentures will be five business days prior to the applicable Interest Payment Date. 

Interest payments on Global Debentures will be made by electronic funds transfer on the day interest is payable and 

delivered to CDS or its nominee, as the case may be.  

The Company understands that CDS or its nominee, upon receipt of any payment of interest or principal in respect 

of a Global Debenture, will credit CDS Participants’ accounts, on the date interest or principal is payable, with 

payments in amounts proportionate to their respective beneficial interest in the principal amount of such Global 

Debenture as shown on the records of CDS or its nominee. The Company also understands that payments of interest 

and principal by CDS Participants to the owners of beneficial interest in such Global Debenture held through such 

CDS Participants will be governed by standing instructions and customary practices, as is the case with securities 

held for the accounts of customers in bearer form or registered in “street name”, and will be the responsibility of 

such CDS Participants. The Company’s responsibility and liability in respect of payments on Debentures 

represented by the Global Debentures is limited solely and exclusively, while the Debentures are registered in global 

form, to making payment of any interest and principal due on such Global Debenture to CDS or its nominee. If 

Debenture Certificates are issued instead of or in place of a Global Debenture, payments of interest on each 

Debenture Certificate will be made by the Company or by the Indenture Trustee as paying agent for the Company. 
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Payment of principal at maturity will be made at the principal office of the Indenture Trustee in Montreal, Québec 

(or in such other city or cities as may from time to time be designated by the Company) against surrender of the 

Debenture Certificates, if any, or the Global Debenture. 

CANADIAN FEDERAL INCOME TAX CONSIDERATIONS 

In the opinion of Fasken Martineau DuMoulin LLP, the Company’s counsel, and Davies Ward Phillips & Vineberg 

LLP, counsel to the Underwriters, the following is, as of the date hereof, a summary of the principal Canadian 

federal income tax considerations generally applicable under the Income Tax Act (Canada) and the regulations 

thereunder (the “Tax Act”) to a person who acquires Debentures pursuant to the Offering and who, for purposes of 

the Tax Act and at all relevant times, holds the Debentures and the Common Shares, if any, issued upon the 

conversion, redemption or maturity of the Debentures (collectively, the “Securities”) as the beneficial owner 

thereof, holds the Securities as capital property, deals at arm’s length with the Company and the Underwriters for 

purposes of the Tax Act and is not affiliated with either the Company 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/or Common Shares as capital 

property may, in certain circumstances, be entitled to have them and every other “Canadian Security” (as defined in 

the Tax Act) owned by such Holders treated as capital property in the taxation year of the election and in all 

subsequent taxation years by making an irrevocable election under subsection 39(4) of the Tax Act. Holders should 

consult their own tax advisors in this regard. 

This summary is not applicable 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” or “restricted financial 

institution” (each as defined in the Tax Act); (iii) an interest in which is a “tax shelter” or “tax shelter investment” 

(each 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; (v) who has entered or will enter into a “derivative forward agreement” or “synthetic 

disposition arrangement” (each as defined in the Tax Act) with respect to any of the Securities; (vi) who receives 

dividends on the Common Shares under or as part of a “dividend rental arrangement” (as defined in the Tax Act) of 

the Holder; (vii) that is a partnership; (viii) that is exempt from tax under Part I of the Tax Act; or (ix) that is a 

corporation resident in Canada and is, or becomes (or does not deal at arm’s length for purposes of the Tax Act with 

a corporation that is or becomes) as part of a transaction or event or series of transactions or events that includes the 

acquisition of Debentures or Common Shares, controlled by a non-resident person or group of non-resident persons 

not dealing with each other at arm’s length for purposes of section 212.3 of the Tax Act. Any such Holder should 

consult its own tax advisors 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 in force at the date hereof, all specific proposals to amend 

the Tax Act 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 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 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. 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, holding and disposing of the 

Securities pursuant to the Offering, having regard to their particular circumstances. 



 17 

Holders Resident in Canada 

The following discussion applies to a Holder of Securities who, at all relevant times, for purposes of the Tax Act is 

resident or is deemed to be resident in Canada (a “Resident Holder”). 

Taxation of Interest on Debentures 

A Resident 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 Resident 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 Resident Holder’s 

income for a preceding taxation year. 

Any other Resident Holder, including an individual (other than certain trusts), will be required to include in 

computing income for a taxation year all interest on the Debentures that is received or receivable by the Resident 

Holder in that taxation year (depending upon the method regularly followed by the Resident Holder in computing 

income), including on a conversion, redemption or repayment at maturity, except to the extent that the interest was 

included in the Resident 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 Resident Holder, such Resident 

Holder will be required to include in computing income for a taxation year any interest that accrues to the Resident 

Holder on the Debenture up to the end of any “anniversary day” (as defined in the Tax Act) in that year, to the 

extent that such interest was not otherwise included in computing the Resident Holder’s income for that year or a 

preceding year. 

A Resident 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, in addition to tax otherwise payable under the Tax 

Act, a refundable tax of 10⅔% 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 — Method of Payment — Payment of 

Interest”, Goodfood may elect to pay interest by issuing Common Shares to the Indenture Trustee for sale, in which 

event a Resident Holder would be entitled to receive a cash payment equal to the interest owed to the Resident 

Holder from the proceeds of sale of such Common Shares by the Indenture Trustee. If Goodfood was to pay interest 

in this manner, the Canadian federal income tax consequences to a Resident Holder would generally be the same as 

those described above. 

Exercise of the Conversion Privilege 

Generally, a Resident 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 Resident 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 Resident Holder receives on the 

conversion by the amount of the cash received. 

Upon a conversion of a Debenture, interest accrued thereon, to the extent not otherwise previously included in 

income, will be included in computing the income of the Resident Holder as described above under “Holders 

Resident in Canada — Taxation of Interest on Debentures”. 

The aggregate cost to a Resident Holder of the Common Shares acquired on the conversion of a Debenture will 

generally be equal to the aggregate of the Resident Holder’s adjusted cost base of the Debenture immediately before 

the conversion, minus any reduction of adjusted cost base for cash received in lieu of fractional shares as discussed 

above. The adjusted cost base to a Resident Holder of Common Shares 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 Resident 

Holder as capital property at the time. 
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Other Disposition of Debentures 

A disposition or deemed disposition of a Debenture by a Resident 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 Resident Holder’s right of conversion described above, will generally result in the Resident 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 Resident Holder’s income as interest), are greater (or less) than the aggregate of the 

Resident 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 Company elects to pay any amount upon the redemption, purchase or maturity of a Debenture by issuing 

Common Shares to a Resident Holder (but not including by the conversion of a Debenture into Common Shares 

pursuant to the Resident Holder’s conversion privilege as described above), the Resident Holder’s proceeds of 

disposition of the Debenture will be equal to the fair market value, at the time of redemption, purchase or maturity 

of the Debenture, of the Common Shares and any other consideration so received (except consideration received in 

satisfaction of any accrued interest). The Resident 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 Resident Holder of Common Shares 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 Resident Holder as 

capital property at the time. 

Upon a disposition or deemed disposition of a Debenture, interest accrued thereon from the date of the last interest 

payment to the date of disposition, to the extent that such interest has not otherwise been included in computing the 

income of the Resident Holder, will be included in computing the income of the Resident Holder as described above 

under “Holders Resident in Canada — Taxation of Interest on Debentures”, and will be excluded in computing the 

Resident Holder’s proceeds of disposition of the Debentures. 

Any amount paid by the Company as a penalty or premium because of the repayment of all or a portion of the 

principal amount of a Debenture before its maturity will be deemed to be received by the Resident Holder as interest 

on the Debenture and will be required to be included in computing the Resident Holder's income as described above, 

to the extent that such amount can reasonably be considered to relate to, and does not exceed the value at the time of 

the payment of, interest that, but for the repayment, would have been paid by the Company on the Debenture for a 

taxation year ending after the repayment of such amount. 

Receipt of Dividends on Common Shares 

A Resident Holder generally will be required to include in computing its income for a taxation year any taxable 

dividends received or deemed to be received on such Resident Holder’s Common Shares during such taxation year. 

In the case of a Resident Holder who is an individual (other than certain trusts), such taxable dividends will be 

subject to the gross-up and dividend tax credit rules applicable to taxable dividends received or deemed to be 

received from “taxable Canadian corporations” (as defined in the Tax Act). Taxable dividends received or deemed 

to be received from a taxable Canadian corporation which are designated by such corporation as “eligible dividends” 

will be subject to an enhanced gross-up and dividend tax credit regime in accordance with the rules in the Tax Act. 

There may be limitations on Goodfood’s ability to designate dividends and deemed dividends as “eligible 

dividends”. 

Taxable dividends received or deemed to be received by a Resident Holder who is an individual (other than certain 

trusts) may give rise to alternative minimum tax, as calculated under the detailed rules set out in the Tax Act. 

Resident Holders who are individuals should consult their own tax advisors in this regard. 

Taxable dividends received or deemed to be received on the Common Shares by a Resident Holder that is a 

corporation will be required to be included in computing the corporation’s income for the taxation year in which 

such dividends are received or deemed to be received, but such dividends should generally be deductible in 

computing the corporation’s taxable income. In certain circumstances, subsection 55(2) of the Tax Act will treat a 

taxable dividend received by a Resident Holder that is a corporation as proceeds of disposition or a capital gain. 

Resident Holders that are corporations should consult their own tax advisors having regard to their own 

circumstances. 
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A Resident Holder that is a “private corporation” or a “subject corporation” (each as defined in the Tax Act) may be 

liable under Part IV of the Tax Act to pay, in addition to tax otherwise payable under the Tax Act, a refundable tax 

of 38⅓% on dividends received or deemed to be received on the Common Shares, to the extent that such dividends 

are deductible in computing the Resident Holder’s taxable income for the taxation year. 

Disposition of Common Shares 

A disposition or deemed disposition of a Common Share by a Resident Holder (other than a disposition to 

Goodfood, unless purchased by Goodfood on the open market in a manner in which shares are normally purchased 

by any member of the public in the open market) will generally result in the Resident 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 Resident 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 “Holders Resident in Canada 

– Taxation of Capital Gains and Capital Losses”. 

Taxation of Capital Gains and Capital Losses 

Generally, one-half of any capital gain realized by a Resident Holder (a “taxable capital gain”) in a taxation year 

will be included in the Resident Holder’s income for the year, and one-half of any capital loss realized by a Resident 

Holder (an “allowable capital loss”) in a taxation year must be deducted from taxable capital gains realized by the 

Resident 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 Resident 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 Resident 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 corporation is a member of a partnership 

or a beneficiary of a trust that owns Common Shares, directly or indirectly, through a partnership or trust. 

A Resident 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, in addition to tax otherwise payable under the Tax 

Act, a refundable tax of 10⅔% on its “aggregate investment income”, which is defined in the Tax Act to include 

taxable capital gains. 

Capital gains realized by an individual (including certain trusts) may give rise to alternative minimum tax, as 

calculated under the detailed rules set out in the Tax Act. 

Holders Not Resident in Canada 

The following discussion applies to a Holder who, at all relevant times, for the purposes of the Tax Act: (i) is neither 

a resident of Canada nor deemed to be resident in Canada; (ii) does not, and is not deemed to, use or hold the 

Securities in the course of carrying on business in Canada; (iii) is entitled to receive all payments (including interest 

and principal) in respect of a Debenture or a Common Share (including dividends, if any); and (iv) deals at arm’s 

length for purposes of the Tax Act with any transferee that is resident in Canada and to whom the Holder disposes of 

a Debenture (a “Non-Resident Holder”). 

This discussion does not apply to (a) an insurer who carries on an insurance business in Canada and elsewhere, 

(b) an “authorized foreign bank” (as defined in the Tax Act), or (c) a Non-Resident Holder that is at any time a 

“specified shareholder” (as defined in subsection 18(5) of the Tax Act) of the Company or that, at any time, does not 

deal at arm’s length for purposes of the Tax Act with a “specified shareholder” of the Company. Such Non-Resident 

Holders should consult their own tax advisors. 

Generally, for this purpose, a “specified shareholder” is a person that owns, has a right to acquire or is otherwise 

deemed to own, either alone or together with persons with whom such person does not deal at arm’s length for 

purposes of the Tax Act, shares of the capital stock of the Company that either: (i) give the holders of such shares 

25% or more of the votes that could be cast at an annual meeting of the shareholders of the Company; or (ii) have a 
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fair market value of 25% or more of the fair market value of all of the issued and outstanding shares of capital stock 

of the Company. Such Non-Resident Holders should consult their own tax advisors. 

Taxation of Interest on Debentures 

A Non-Resident Holder will generally not be subject to Canadian withholding tax in respect of amounts paid or 

credited or deemed to have been paid or credited by the Company as, on account or in lieu of, or in satisfaction of, 

interest or principal on the Debentures, unless such interest is “participating debt interest” (as defined in the Tax 

Act). See “Risk Factors - Risks Related to the Offering - Withholding Tax and Participating Debt Interest.” 

Exercise of the Conversion Privilege 

The conversion of a Debenture into only Common Shares (or Common Shares and cash delivered in lieu of a 

fraction of a Common Share) on the exercise of a conversion privilege by a Non-Resident Holder will generally be 

deemed not to constitute a disposition of the Debenture and, accordingly, a Non-Resident Holder will not recognize 

a capital gain (or capital loss) on such conversion. 

A Non-Resident Holder will generally not be subject to Canadian withholding tax in respect of any payment made 

on a conversion of a Debenture which represents interest accrued from the date of the last payment of interest to the 

date of conversion, or as a result of the issuance on a conversion of a Debenture of Common Shares with a fair 

market value greater than the issue price of the converted Debenture. See “Risk Factors - Risks Related to the 

Offering - Withholding Tax and Participating Debt Interest.” 

Disposition of Debentures and Common Shares 

A Non-Resident Holder will not be subject to tax under the Tax Act in respect of any capital gain realized by such 

Non-Resident Holder on a disposition or deemed disposition of Debentures or Common Shares unless the Non-

Resident Holder’s Debentures or Common Shares, as the case may be, are, or are deemed to be, “taxable Canadian 

property” (as defined in the Tax Act) to the Non-Resident Holder at the time of disposition and the Non-Resident 

Holder is not entitled to relief under an applicable tax treaty between Canada and the country of residence of the 

Non-Resident Holder.  

Generally, provided that the Common Shares are listed on a designated stock exchange (which currently includes the 

TSX) at the time of disposition of a Debenture or Common Share, the Debenture or Common Share, as the case may 

be, will not constitute taxable Canadian property to a Non-Resident Holder at such time, unless, at any time during 

the 60-month period preceding the disposition, (a) the Non-Resident Holder, persons not dealing at arm’s length for 

purposes of the Tax Act with such Non-Resident Holder, partnerships in which the Non-Resident Holder or any 

such non-arm’s length person holds an interest directly or indirectly through one or more partnerships, or any 

combination of the Non-Resident Holder and all such persons and partnerships, owned 25% or more of the issued 

shares of any class of the capital stock of the Company, and (b) more than 50% of the fair market value of the 

Common Shares was derived, directly or indirectly, from one or any combination of (i) real or immovable property 

situated in Canada, (ii) “Canadian resource properties” (as defined in the Tax Act), (iii) “timber resource properties” 

(as defined in the Tax Act), and (iv) options in respect of, interests in, or for civil law, rights in any property 

described in (i) to (iii), whether or not the property exists. A Non-Resident Holder owning Debentures or Common 

Shares that may constitute taxable Canadian property should consult its tax advisors prior to a disposition thereof. 

Receipt of Dividends on Common Shares 

Where a Non-Resident Holder receives or is deemed to receive a dividend on Common Shares, the amount of such 

dividend will be subject to Canadian withholding tax at a rate of 25% of the gross amount of the dividend, unless the 

rate is reduced under the provisions of an applicable income tax treaty or convention between Canada and the Non-

Resident Holder’s country of residence. Where the Non-Resident Holder is a resident of the United States who is 

entitled to the full benefits of the Canada-United States Income Tax Convention (1980), as amended (the 

“Convention”), and is the beneficial owner of the dividends, the rate of Canadian withholding tax applicable to 

dividends is generally reduced to 15% or, if the Non-Resident Holder is a corporation that beneficially owns at least 

10% of the voting stock of the Company, to 5%. Not all persons who are resident of the United States for purposes 

of the Convention will qualify for the benefits of the Convention. A Non-Resident Holder who is a resident of the 

United States is advised to consult its tax advisors in this regard. 
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PLAN OF DISTRIBUTION 

Underwriting Agreement 

Pursuant to the terms and conditions of an underwriting agreement dated February 12, 2020 among the Company 

and the Underwriters (the “Underwriting Agreement”), the Company has agreed to create, issue and sell, and the 

Underwriters have agreed to purchase on the Closing Date, subject to compliance with all necessary legal 

requirements and to the terms and conditions contained in the Underwriting Agreement, an aggregate of 

$30,000,000 principal amount of Debentures at the Offering Price, payable in cash to the Company against delivery 

of the Debentures. 

Each Underwriter may terminate its obligations under the Underwriting Agreement prior to the Closing Date, in the 

event that: (a) any order to cease or suspend trading in any securities of the Company, or prohibiting or restricting 

the distribution of the Debentures, is made or proceedings are announced or commenced for the making of any such 

order, by any securities commission or similar regulatory authority, a stock exchange on which the securities of the 

Company are listed or by any other competent authority, and has not been rescinded, revoked or withdrawn; (b) any 

inquiry, investigation (whether formal or informal) or other proceeding in relation to the Company, or any of its 

directors or senior officers is announced or commenced by any securities commission or similar regulatory 

authority, a stock exchange on which the securities of the Company are listed or by any other competent authority, 

or there is any change of law, regulation or policy or the interpretation or administration thereof, if, in the sole 

opinion of the Underwriters, or any one of them, acting reasonably, the announcement or commencement thereof or 

change, as the case may be, seriously adversely affects the distribution of the Debentures or Common Shares 

issuable upon conversion, redemption or maturity of the Debentures; (c) there should develop, occur or come into 

effect or existence any event, action, state, condition or major financial occurrence of national or international 

consequence, including any act of terrorism, war or like event, or any law or regulation, or any occurrence of any 

nature whatsoever, which, in the sole opinion of the Underwriters, or any one of them, acting reasonably, seriously 

adversely affects or involves, or will seriously adversely affect or involve, the financial markets or the business, 

operations or affairs of the Company taken as a whole; (d) there should occur any material change, change of a 

material fact, occurrence or event or any development that could result in a material change or change of a material 

fact which, in the sole opinion and determination of the Underwriters, or any one of them, in their sole discretion, 

acting reasonably, could reasonably be expected to have a material adverse effect on the business, operations or 

affairs of the Company (taken as a whole), or the market price or, value of the Debentures or Common Shares 

issuable upon conversion, redemption or maturity of the Debentures; (e) the Underwriters, acting reasonably, 

determine that the Company shall be in breach of, default under or non-compliance in any material respect with any 

material representation, warranty, covenant, term or condition in the Underwriting Agreement; or (f) the 

Underwriters shall become aware, as a result of their due diligence review, of any adverse material change with 

respect to the Company (taken as a whole, in the sole opinion of the Underwriters, or any one of them, acting 

reasonably) which had not been publicly disclosed or disclosed to the Underwriters prior to the execution of the 

Underwriting Agreement or which occurred after the effective date of the Underwriting Agreement but prior to the 

closing time of the Offering and which would have a material adverse effect or the market price or value of the 

Debentures or Common Shares issuable upon conversion, redemption or maturity of the Debentures. In any of the 

foregoing cases, each of the Underwriters shall be entitled, at their option, to terminate and cancel its obligations to 

the Company under the Underwriting Agreement by written notice to that effect given to the Company, with a copy 

to the other Underwriters.  

If an Underwriter fails to purchase the Debentures which it has agreed to purchase, the other Underwriters may, but 

are not obligated to, purchase such Debentures. The Underwriters are, however, obligated to take up and pay for all 

of the Debentures if any of the Debentures are purchased under the Underwriting Agreement. The obligations of the 

Underwriters to purchase the Debentures are joint (the equivalent of several in common law) (and not solidary (the 

equivalent of joint and several in common law) or joint and solidary). The Offering Price and the other terms of the 

Offering were determined by negotiations between the Company and the Co-Lead Underwriters, on their own behalf 

and for and on behalf of the other Underwriters. 

Pursuant to the Underwriting Agreement, the Company has agreed to pay the Underwriters’ Fee equal to 5.0% of the 

gross proceeds of the Offering, subject to a reduced fee of 2.5% for up to $325,000 principal amount of Debentures 

sold by the Underwriters to certain purchasers on a president’s list.  



 22 

The Company has granted to the Underwriters the Over-Allotment Option, exercisable in whole or in part and at any 

time up to 30 days following the Closing to purchase up to $4,500,000 of aggregate principal amount of Over-

Allotment Debentures at the Offering Price being $1,000 per Over-Allotment Debenture, to cover over-allotments, if 

any, and for market stabilization purposes. In respect of the Over-Allotment Option, the Company has agreed to pay 

to the Underwriters a cash fee equal to the Underwriters’ Fee, to be paid from the gross proceeds realized on the 

exercise of the Over-Allotment Option. If the Over-Allotment Option is exercised in full and assuming that 

$325,000 principal amount of Debentures are sold to certain investors on the president’s list, the price to the public, 

the underwriters’ fee and the net proceeds to the Company (after deducting the Underwriters’ Fee of $1,716,875 but 

before deducting the expenses of the Offering, which are estimated to be approximately $445,000) will be 

$34,500,000, $1,716,875 and $32,783,125, respectively. 

The Underwriters propose to offer the Debentures initially at the Offering Price. After the Underwriters have 

made a reasonable effort to sell all of the Debentures at such price, the Offering Price may be decreased. Any 

such reduction will not affect the proceeds received by the Company. 

This short form prospectus also qualifies the grant of the Over-Allotment Option, the distribution of the Over-

Allotment Debentures upon the exercise of the Over-Allotment Option and the issuance of the Common Shares 

upon conversion, redemption or maturity of the Over-Allotment Debentures. A purchaser who acquires Debentures 

forming part of the Underwriters’ over-allocation position acquires those Debentures under this short form 

prospectus, regardless of whether the over-allocation position is ultimately filled through the exercise of the Over-

Allotment Option or secondary market purchases.  

Donald Olds, a director of the Company, has expressed his intention to purchase, either directly or indirectly, up to a 

maximum of $50,000 principal amount of Debentures under the Offering. In addition, certain family members of the 

directors of the Company have expressed an interest to purchase approximately $275,000 of principal amount of 

Debentures.  

In connection with the Offering, certain of the Underwriters or other registered dealers may distribute this short form 

prospectus electronically.  

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 represented by one or 

more global certificates issued in registered form to CDS or its nominee under the book-based system administered 

by CDS. No certificates evidencing the Debentures will be issued to subscribers except in certain limited 

circumstances, and registration will be made in the depositary service of CDS. Subscribers for the Debentures will 

receive only a customer confirmation from the Underwriter or other registered dealer who is a CDS Participant and 

from or through whom a beneficial interest in the Debentures is purchased.  

Goodfood has agreed to indemnify the Underwriters and their respective subsidiaries and affiliates and each of their 

directors, officers, employees, shareholders and agents certain liabilities, including liabilities for misrepresentations 

in this short form prospectus.  

Pursuant to the Underwriting Agreement, the Company has agreed, for a period ending on the date that is 90 days 

from the Closing Date, not to issue or sell, without the prior written consent of the Co-Lead Underwriters (not to be 

unreasonably withheld), on behalf of the Underwriters, any of its securities or financial instruments convertible or 

exchangeable into securities of the Company, other than pursuant to the Indenture, for purposes of director or 

employee stock options or to satisfy existing instruments of the Company outstanding. 

Pursuant to the Underwriting Agreement, each of the directors and executive officers of the Company (the “Locked-

Up Persons”) will enter into agreements with the Underwriters pursuant to which they agreed not to, without the 

prior written consent of the Co-Lead Underwriters (not to be unreasonably withheld), on behalf of the Underwriters, 

for a period ending on the date that is 90 days following the Closing Date, directly or indirectly, offer, sell, contract 

to sell, lend, swap, or enter into any other agreement to transfer the economic consequences of, or otherwise dispose 

of or deal with, or publicly announce any intention to offer, sell, contract to sell, grant or sell any option to purchase, 

hypothecate, pledge, transfer, assign, purchase any option or contract to sell, lend, swap, or enter into any agreement 

to transfer the economic consequences of, or otherwise dispose of or deal with, whether through the facilities of a 

stock exchange, by private placement or otherwise, any Common Shares or other equity securities of the Company 

(or securities convertible or exercisable into Common Shares or other equity securities of the Company) held by 
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them, directly or indirectly, on the Closing Date (the “Locked-Up Securities”) for a period beginning on the 

Closing Date and ending on the day that is 90 days following the Closing Date (the “Lock-Up Period”), except in 

respect of the following: (a) transfers to affiliates of the Locked-up Persons, or any company, trust or other entity 

owned by or maintained for the benefit of the Locked-Up Persons, or (b) transfers occurring by operation of law or 

in connection with transactions arising as a result of the death of the Locked-Up Persons; provided, in each of (a) 

and (b), that any such transferee shall first execute a lock up agreement in substantially the same form agreed to with 

the Underwriters covering the remainder of the Lock-Up Period, or (c) transfers made pursuant to a bona fide take-

over bid made to all holders of voting securities of the Company or similar acquisition or merger transaction, 

provided that in the event that the take-over or acquisition or merger transaction is not completed, any Locked-Up 

Securities shall remain subject to the restrictions contained in the undertaking, or (d) acquisition of Common Shares 

upon the exercise of existing options or (e) transfers to any nominee or custodian where there is no change in 

beneficial ownership, for bona fide tax planning purposes including, but not limited to, transfers into a registered 

retirement savings plan. 

There is currently no market through which the Debentures may be sold and purchasers may not be able to resell 

Debentures purchased under this short form 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 Company regulation. See “Risk Factors” for certain considerations relevant to an investment in the Debentures. 

The TSX has conditionally approved the listing of the Debentures and the Common Shares issuable upon 

conversion, redemption or maturity of the Debentures, subject to the Company fulfilling all of the listing 

requirements of the TSX on or before May 12, 2020. On February 5, 2020, the last trading day before the 

announcement of the Offering, the closing price of the Common Shares on the TSX was $3.16. 

Price Stabilization 

Pursuant to policy statements and/or rules of the relevant securities commissions or similar regulatory authorities, 

the Underwriters may not, throughout the period of distribution, bid for or purchase Common Shares and/or 

Debentures. The foregoing restriction is subject to certain exceptions, on the condition that the bid or purchase not 

be engaged in for the purpose of creating actual or apparent active trading in, or raising the price of the Common 

Shares and/or Debentures. These exceptions include: (i) a bid or purchase permitted under the Universal Market 

Integrity Rules of the Investment Industry Regulatory Organization of Canada relating to market stabilization and 

passive market making activities; and (ii) a bid or purchase made for and on behalf of a customer where the order 

was not solicited during the period of the distribution. 

United States Securities Law  

This short form prospectus does not constitute an offer to sell or a solicitation of an offer to buy any of the 

Debentures in the United States or to, or for the account or benefit of, any U.S. persons. The Debentures have not 

been and will not be registered under the U.S. Securities Act or any state securities laws, and may not be offered, 

sold or delivered within the United States, except in transactions exempt from the registration requirements of the 

U.S. Securities Act and applicable state securities laws.  

The Underwriters have agreed that, except as permitted by the Underwriting Agreement and as expressly permitted 

by applicable laws of the United States, they will not offer or sell the Debentures at any time within the United 

States. The Underwriting Agreement permits the Underwriters to offer and sell the Debentures within the United 

States through their registered U.S. broker-dealer affiliates in transactions that comply with exemptions from the 

registration requirements of the U.S. Securities Act and applicable state securities laws. In particular, the 

Underwriting Agreement permits the Underwriters to re-offer and re-sell the Debentures that they have acquired 

pursuant to the Underwriting Agreement in the United States to “qualified institutional buyers” within the meaning 

of, and in compliance with, Rule 144A under the U.S. Securities Act and in compliance with applicable state 

securities laws. Moreover, the Underwriting Agreement provides that the Company may make sales directly to 

“accredited investors” within the meaning of and in compliance with, Regulation D under the U.S. Securities Act 

who are substituted purchasers designated by the Underwriters under the Underwriting Agreement. The 

Underwriting Agreement further provides that the Underwriters will offer and sell the Debentures outside the United 

States in accordance with Rule 903 of Regulation S under the U.S. Securities Act. The Debentures that are offered 

or sold in the United States will be “restricted securities” within the meaning of Rule 144 under the U.S. Securities 

Act, and will be subject to re-sale and transfer restrictions. 
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Until 40 days after the commencement of the Offering, any offer or sale 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 available exemption under the U.S. 

Securities Act. 

RELATIONSHIP BETWEEN GOODFOOD AND THE UNDERWRITERS 

Desjardins Securities Inc. is a subsidiary of the Desjardins Group (the Lender), a financial cooperative which is the 

principal lender to the Company pursuant to the terms of a second amended and restated credit agreement (the 

“Credit Agreement”). The Lender has made available to Goodfood (i) a $10,000,000 revolving line of credit, (ii) a 

$10,000,000 term loan and (iii) a $2,500,000 additional secured loan and (iv) $5,000,000 in short-term financing, for 

a total maximum financing in the principal amount of $27,500,000 (the “Credit Facility”). See “Credit Facility” in 

the Annual MD&A. Accordingly, pursuant to applicable securities legislation, the Company may be considered a 

“connected issuer” to Desjardins Securities Inc. 

As at February 18, 2020, the Company was indebted to the Lender under the Credit Facility for approximately 

$17,400,000, including $2,800,000 in short-term financing. The Company is in compliance in all material respects 

with the terms of the Credit Agreement. On February 6, 2020, the Company obtained a waiver from the Lender of its 

obligation to keep shareholders equity equal to or greater than $7.5 million until March 1, 2021. The Credit Facility 

is secured by a first ranking security on all of the Company’s movable property, present and future, corporeal and 

incorporeal. Since the Credit Facility has been made available to the Company, there has been no material adverse 

change in the financial position of the Company or the value of the security for the Credit Facility.  

The decision to distribute the Debentures and the determination of the terms of the distribution were made through 

negotiations between the Company and the Co-Lead Underwriters. The Lenders did not have any involvement in 

such decision or determination but has been advised of the issuance and the terms thereof and confirmed that the 

Offering or the payment of any accrued interest on the Debentures was permissible pursuant to the terms of the 

Credit Agreement. As a consequence of the Offering, the Underwriters will receive their proportionate share of the 

Underwriters’ Fee. It is not currently contemplated that any of the proceeds of the Offering will be used to repay any 

amounts owed to the Lender pursuant to the Credit Facility. 

DESCRIPTION OF SHARE CAPITAL 

The Company’s authorized share capital consists of an unlimited number of Common Shares. A description of all 

material attributes and characteristics of the Common Shares can be found in the AIF which is incorporated by 

reference in this short form prospectus. As at the close of business on February 18, 2020, 58,268,790 Common 

Shares were issued and outstanding. 

See “Description of the Debentures” for a description of the Debentures. The TSX has conditionally approved the 

listing of the Debentures and the Common Shares issuable upon conversion, redemption or maturity of the 

Debentures, or issuable in respect of interest payments on the Debentures, subject to the Company fulfilling all of 

the listing requirements on or before May 12, 2020 

EARNINGS COVERAGE RATIO 

The following earnings coverages and adjusted earnings coverages are calculated on a consolidated basis for the 

years ended August 31, 2019, and August 31, 2018, and are derived from the Annual Financial Statements and the 

Interim Financial Statements incorporated by reference in this short form prospectus. 

The Company’s interest requirements, including interest capitalized in fixed assets, amounted to $934,000 and 

$1,148,000 for the year ended August 31, 2019, and the twelve-month period ended November 30, 2019, 

respectively. The Company’s losses before interest expense and income tax expense were $20,003,000 and 

$20,171,000 for the year ended August 31, 2019, and the twelve-month period ended November 30, 2019, 

respectively, which is negative 21.4 times and negative 17.6 times, respectively, the Company’s interest 

requirements for these periods. 
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The Company would have required additional earnings before interest expense and income tax of approximately 

$20,937,000 year ended August 31, 2019, and approximately $21,319,000 for the twelve-month period ended 

November 30, 2019, to achieve coverage ratios of one to one. 

The Company’s pro forma interest requirements, including interest capitalized in fixed assets, after giving effect to 

the issuance of the Debentures pursuant to the Offering (excluding pursuant to any exercise of the Over-Allotment 

Option) would have been $3,691,000 and $3,905,000 for the year ended August 31, 2019, and the twelve-month 

period ended November 30, 2019, respectively.  

Since the Debentures are convertible into Common Shares, they are accounted for, in part, as equity. The liability 

portion of the Debentures is accreted up to the face value of the Debentures during the period they are outstanding, 

resulting in non-cash interest charges. The aforementioned ratios have been calculated including these non-cash 

interest charges. 

The Company’s pro forma losses before interest expense and income tax expense would have amounted to 

$20,003,000 and $20,171,000 for the for the year ended August 31, 2019, and the twelve-month period ended 

November 30, 2019, respectively, which is negative 5.4 times and negative 5.2 times, respectively, the Company’s 

interest requirements for these periods. 

The Company would have required additional pro forma earnings before interest expense and income tax of 

approximately $23,694,000 for the year ended August 31, 2019, and approximately $24,076,000 for the twelve-

month period ended November 30, 2019, to achieve coverage ratios of one to one. 

CONSOLIDATED CAPITALIZATION 

Except as disclosed in “Prior Sales” there has been no material change in the share and loan capital of the Company 

since November 30, 2019, being the date of the most recently filed financial statements of the Company. The 

following table sets forth Goodfood’s consolidated capitalization as at November 30, 2019, after giving effect to the 

Offering. This table should be read in conjunction with the Interim Financial Statements and the Interim MD&A.  

 

 As at November 30, 2019, 

before giving effect to the 

Offering 

As at November 30, 2019, 

after giving effect to the 

Offering (1)(2) 

 (in $ thousands except Common Share amounts) 

Long-Term Debt, including current portion $12,484 $12,484  

Lease Obligations, including current portion $24,041 $24,041  

Debentures - $23,025
(2)(3) 

Total Equity $12,651 $17,689
(2)(3)

 

Number of Common Shares 58,146,700 58,146,700 

(1) Excludes up to $4,500,000 in aggregate principal amount of Debentures which may be issued upon the exercise of the Over-Allotment 

Option. 
(2) Net proceeds to the Company (excluding any exercise of the Over-Allotment Option) after payment of the Underwriters’ Fee of $1,491,875 

and after deducting estimated expenses of the Offering, which are estimated to be $445,000, will be $28,063,125. 

(3) The Debentures are a compound instrument. The net proceeds of $28,063,125 after payment of the Underwriters’ Fee of $1,491,875 and 
after deducting estimated expenses of the Offering, which are estimated to be $445,000, will be accounted for as a financial liability for an 

amount estimated at $23,025,000 and the remaining portion will be recognized in equity as a conversion option for an amount estimated at 

$5,038,000. 
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PRIOR SALES 

For the 12-month period prior to the date of this short form prospectus, the Company issued the following Common 

Shares and securities convertible into Common Shares: 

 
Date of Issue/Grant Type of Security Price per Security Number of Securities 

February 22, 2019 Common Shares(1) $3.50 6,019,212 

April 5, 2019  Options(2) $3.45 542,915 

April 26, 2019 Common Shares(3) $2.00 259,189 

May 16, 2019 Common Shares(3) $2.00 39,875 

July 12, 2019 Options(2) $3.00 310,732 

July 25, 2019  Common Shares(4) $2.62 879 

August 16, 2019 Options(2) $2.80 317,196 

September 17, 2019 Options(2) $2.97 101,438 

November 15, 2019 Options(2) $3.00 536,130 

November 28, 2019 Common Shares(4) $2.56 2,300 

December 3, 2019 Common Shares(4) $2.56 17,600 

December 4, 2019 Common Shares(4) $2.56 27,400 

December 5, 2019 Common Shares(4) $2.56 15,222 

December 11, 2019 Common Shares(4) $2.00 5,870 

December 11, 2019 Common Shares(4) $2.53 1,329 

December 12, 2019 Common Shares(4) $2.56 3,053 

December 12, 2019 Common Shares(4) $2.98 1,780 

January 9, 2020 Options(2) $3.14 471,447 

January 23, 2020 Common Shares(4) $2.56 160 

February 7, 2020 Common Shares(4) $0.1007 49,676 

 _____________________  
(1) Common Shares issued in the context of a public offering by the Company. 

(2) Options to purchase Common Shares granted by the Company pursuant to the Company’s stock option plan.   
(3) Common Shares issued pursuant to the exercise of compensation options that were previously granted in connection with the Company’s 

private placement completed on June 1, 2017. 

(4) Common Shares issued pursuant to the exercise of options that were previously granted under the Company’s stock option plan. 

TRADING PRICE AND VOLUME 

The Common Shares are listed and posted for trading on the TSX under the trading symbol “FOOD”. The following 

table sets forth information relating to the trading of the Common Shares on the TSX for the periods indicated.  

 
Calendar Period(1) High-Price Low-Price Volume 

February 2019 $3.98 $3.11 3,216,080 

March 2019 $3.61 $3.11 2,974,659 

April 2019 $3.81 $2.75 3,309,951 

May 2019 $2.93 $2.56 1,534,764 

June 2019 $3.06 $2.51 964,177 

July 2019 $3.28 $2.60 2,286,700 

August 2019 $3.00 $2.51 606,326 

September 2019 $3.08 $2.62 900,233 

October 2019 $3.07 $2.64 931,942 

November 2019 $3.19 $2.83 670,072 

December 2019 $3.16 $2.99 1,478,414 

January 2020 $3.46 $3.08 966,334 

February 2020 (to February 18, 2020) $3.17 $3.01 730,328 

 ____________________  

(1) Source for data in the above table is Bloomberg. Past performance should not be seen as an indicator of future performance. 

On February 5, 2020, the last trading day prior to the announcement of the Offering, the closing price of the 

Common Shares on the TSX was $3.16.  

RISK FACTORS 

An investment in the Debentures offered by this short form prospectus involves certain risks. Prior to making an 

investment decision investors should consider the risks relating to the Offering set out below as well as the risks 

related to the business of the Company set out in the AIF incorporated herein by reference, which are in addition to 

the usual risks associated with an investment in a business at an early stage of development such as the Company. 
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The Company considers these risks to be the most significant to potential investors in the Company, but these risks 

do not represent all of the risks associated with an investment in securities of the Company. If any of these risks 

materializes into actual events or circumstances or other possible additional risks and uncertainties of which the 

Company is currently unaware or which it considers not to be material in relation to the Company’s business, 

actually occurs, the Company’s assets, liabilities, financial condition, results of operations (including future results 

of operations), business and business prospects are likely to be materially and adversely affected. Such risks 

discussed below may also include forward-looking information and the Company’s actual results may differ 

substantially from those discussed in such forward-looking information. See “Forward-Looking Information”.  

Risks Relating to the Offering 

Subordination of Debentures 

The Debentures are subordinated to (i) any existing and future secured Indebtedness of the Company to the extent of 

the value of the assets securing such secured Indebtedness, and (ii) obligations under any Senior Indebtedness. This 

subordination may significantly reduce the possibilities for Debentureholders of obtaining payment of the amounts 

owed under the Debentures. In the event of the insolvency, bankruptcy, liquidation, reorganization, dissolution or 

winding up of the Company, the assets that serve as collateral for any Senior Indebtedness would be made available 

to satisfy the obligations of the creditors of such Senior Indebtedness before being available to pay the Company’s 

obligations to holders. Accordingly, all or a substantial portion of the Company’s assets could be unavailable to 

satisfy the claims of the holders. 

The Company May Not Be Able to Satisfy Interest and Principal Payments on the Debentures and May Have to Pay 

Interest and Principal in Common Shares 

There is no guarantee that the Company will have sufficient cash available to make interest and principal payments 

on the Debentures on a timely basis or at all. The likelihood that Debentureholders will receive the payments owing 

to them will be dependent upon the financial health and creditworthiness of the Company and the ability of the 

Company to earn revenues. The Company may, at the Company’s option, on not more than 60 days’ and not less 

than 30 days’ prior notice and subject to any required regulatory approvals, unless an Event of Default has occurred 

and is continuing, elect to satisfy the Company’s obligation to repay, in whole or in part, the principal amount of the 

Debentures which are to be redeemed or which have matured by issuing and delivering Common Shares to the 

holders of the Debentures. There is no guarantee that the Company will be able to repay the outstanding principal 

amount in cash upon maturity of the Debentures. 

Market for the Debentures 

There is currently no market through which the Debentures may be sold and purchasers of Debentures may not be 

able to resell Debentures purchased under this short form prospectus. This may affect the pricing of the Debentures 

in the secondary market, the transparency and availability of trading prices, the liquidity of Debentures, and the 

extent of issuer regulation. Even though an application has been made to list the Debentures (including any Over-

Allotment Debentures that may be issued pursuant to the Over-Allotment Option) on the TSX, listing is conditional 

upon approval of the TSX, and there can be no assurance that such listing application will be accepted by the TSX 

and that a secondary market for trading in the Debentures will develop or that any secondary market which does 

develop, will continue. Also, there can be no assurances that any such secondary market will be active or liquid. To 

the extent that an active trading market for the Debentures does not develop, the liquidity and the trading prices for 

the Debentures may be adversely affected. Whether or not the Debentures will trade at lower prices depends on 

many factors, including liquidity of the Debentures, prevailing interest rates and the markets for similar securities, 

the market price of the Common Shares, general economic conditions and the Company’s financial condition, 

historic financial performance and future prospects. 

The TSX has conditionally approved the listing of the Debentures and the Common Shares issuable upon the 

conversion, redemption or maturity of the Debentures, subject to the Company fulfilling all of the requirements of 

the TSX on or before May 12, 2020. 
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No Assurance Future Financing Will be Available 

The Company may need to refinance certain of its existing and future Indebtedness, including the Debentures, at or 

prior to their maturity or obtain additional financing in the future. The ability to obtain such additional financing will 

depend upon a number of factors, including prevailing market conditions and the operating performance of the 

Company. There can be no assurance that any such financing will be available to the Company on favourable terms 

or at all. If financing is available through the sale of debt or equity, the terms of such financing may not be 

favourable to the Company. Failure to raise capital when required could have a material adverse effect on the 

Company’s business, financial condition and results of operations. 

Volatility of Market Price of the Debentures 

The market price of the Debentures may be volatile and subject to wide fluctuations and will be based on a number 

of factors, including: (i) the prevailing interest rates being paid by companies similar to the Company; (ii) the overall 

condition of the financial and credit markets; (iii) interest rate volatility; (iv) the markets for similar securities; 

(v) the financial condition, results of operation and prospects of the Company; (vi) actual or anticipated fluctuations 

in the Company’s quarterly results of operations; (vii) recommendations by securities research analysts; (viii) 

changes in the economic performance or market valuations of other issuers that investors deem comparable to the 

Company; (ix) the market price and volatility of the Common Shares; (x) changes in the industry in which the 

Company operates and competition affecting the Company; and (xi) general market and economic conditions. 

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 prices of the 

Debentures. 

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. 

Absence of Covenant Protection  

The Indenture will not restrict the Company from incurring additional Indebtedness (including, for greater certainty, 

additional Senior Indebtedness), the issuance or repurchase of securities by the Company or its affiliates or 

otherwise from hypothecating or charging its property to secure any Indebtedness. Nor will the Indenture prohibit or 

limit the ability of the Company to pay dividends, except where an Event of Default has occurred and such default 

has not been cured or waived, which, if paid, will reduce the Company’s available cash flow and assets available to 

holders of the Debentures upon redemption or maturity of the Debentures. The Indenture will not contain any 

provision specifically intended to protect the holders of the Debentures in the event of a future leveraged transaction 

involving the Company. If new debt is added to the Company’s current debt levels, the related risks that the 

Company now faces could intensify. 

If the Company incurs additional Indebtedness, it may have the effect of reducing the amount of proceeds 

distributed to holders of Debentures in connection with any insolvency, liquidation, reorganization, dissolution or 

other winding-up of the Company. 

Use of Proceeds 

The Company currently intends to allocate the net proceeds received from the Offering as described under “Use of 

Proceeds” in this short form prospectus. However, management will have discretion in the actual application of the 

net proceeds, and may elect to allocate proceeds differently from that described in “Use of Proceeds” if it is believed 

it would be in the best interests of the Company to do so as circumstances change. The failure by management to 

apply these funds effectively could have a material adverse effect on the business of the Company. 



 29 

Change of Control 

The Company will be required to purchase all of the outstanding Debentures for cash (the “Debenture Offer”) in 

the event of certain transactions that would constitute a Change of Control. The Company cannot assure 

Debentureholders 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 Company’s ability to purchase the 

Debentures in such an event may be limited by law, by the Indenture governing the Debentures, by the terms of 

other present or future agreements relating to the Company’s credit facilities and other Indebtedness and agreements 

that the Company may enter into in the future which may replace, supplement or amend the Company’s future debt. 

The Company’s future credit agreements or other agreements may contain provisions that could prohibit the 

purchase by the Company of the Debentures without the consent of the lenders or other parties thereunder. If the 

Company’s obligation to offer to purchase the Debentures arises at a time when the Company is prohibited from 

purchasing or redeeming the Debentures, the Company could seek the consent of lenders to purchase the Debentures 

or could attempt to refinance the borrowings that contain this prohibition. If the Company does not obtain a consent 

or refinance these borrowings, the Company could remain prohibited from purchasing the Debentures. The 

Company’s failure to purchase the Debentures would constitute an Event of Default under the Indenture, which 

might constitute a default under the terms of the Company’s other Indebtedness at that time.  

In the event that holders holding 90% or more of the Debentures outstanding have tendered their Debentures for 

purchase pursuant to the Debenture Offer, the Company may redeem the remaining Debentures on the same terms. 

See “Description of the Debentures – Change of Control”. 

The Indenture Trustee Will Take Instructions from a Majority of Debentureholders Whose Interests May Not Align 

with Other Debentureholders 

Except in certain limited circumstances, the Debentures will be issued in the form of one global debenture registered 

in the name of CDS. Beneficial holders of the Debentures will have their rights and interests in the Debentures 

governed by the terms of the Indenture and will be represented by the Indenture Trustee appointed thereunder. The 

Indenture Trustee will take direction from holders of the Debentures in accordance with the terms of the Indenture, 

which may require a minimum number of holders of the Debentures to vote on a course of action prior to the 

implementation thereof. As a result, the Indenture Trustee may take direction from one or more institutional holders 

of the Debentures to the extent that such holders of the Debentures maintain a significant interest in the Debentures. 

Such holders of the Debentures may not have the same interests in outcomes as other holders of Debentures. 

Alternatively, if the beneficial interest in the Debentures is widely held, the Indenture Trustee may not receive 

instructions in a timely manner or may not receive instructions at all. In the event the Indenture Trustee is unable to 

obtain timely instructions from holders of the Debentures, holders of the Debentures may not achieve the outcomes 

they might have otherwise been able to if the Indenture Trustee had received instructions in a timely manner. 

Canadian Bankruptcy and Insolvency Laws May Impair the Indenture Trustee’s Ability to Enforce Remedies under 

the Debentures 

The rights of the Indenture Trustee to enforce remedies could be delayed by the restructuring provisions of 

applicable Canadian federal bankruptcy, insolvency and other restructuring legislation if the benefit of such 

legislation is sought with respect to the Company. For example, both the Bankruptcy and Insolvency Act (Canada) 

and the Companies’ Creditors Arrangement Act (Canada) contain provisions enabling an insolvent person to obtain 

a stay of proceedings against its creditors and to file a proposal to be voted on by the various classes of its affected 

creditors. A restructuring proposal, if accepted by the requisite majorities of each affected class of creditors, and if 

approved by the relevant Canadian court, would be binding on all creditors within each affected class, including 

those creditors that did not vote to accept the proposal. Moreover, this legislation, in certain instances, permits the 

insolvent debtor to retain possession and administration of its property, subject to court oversight, even though it 

may be in default under the applicable debt instrument, during the period that the stay against proceedings remains 

in place. The powers of the court under the Bankruptcy and Insolvency Act (Canada), and particularly under the 

Companies’ Creditors Arrangement Act (Canada), have been interpreted and exercised broadly so as to protect a 

restructuring entity from actions taken by creditors and other parties. Accordingly, the Company cannot predict 

whether payments under the Debentures would be made during any proceedings in bankruptcy, insolvency or other 

restructuring, whether or when the Indenture Trustee could exercise its rights under the Indenture or whether and to 
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what extent holders of the Debentures would be compensated for any delays in payment, if any, of principal, interest 

and costs, including the fees and disbursements of the respective trustees. 

Redemption Prior to Maturity 

The Debentures may be redeemed, at the option of the Company, subject to certain conditions, on and after 

March 31, 2023 and prior to the Maturity Date at any time and from time to time (provided that, in the case of any 

redemption on or after March 31, 2023, and prior to March 31, 2024, at the Current Market Price of the Common 

Shares on the TSX preceding the date on which the 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. Debentureholders 

should assume that this redemption option will be exercised if the Company is able to refinance at a lower interest 

rate or it is otherwise in the interest of the Company to redeem the Debentures. 

Conversion Following Certain Transactions  

In the case of certain transactions, each Debenture will become convertible into securities, cash or property 

receivable by a holder of Common Shares in the kind and amount of securities, cash or property into which the 

Debenture was convertible immediately prior to the transaction. This change could substantially reduce or eliminate 

any potential future value of the conversion privilege associated with the Debentures in the future. For example, if 

the Company were acquired in a cash merger or amalgamation, each Debenture would become convertible solely 

into cash and would no longer be convertible into securities whose value would vary depending on the Company’s 

future prospects and other factors. See “Description of the Debentures – Conversion – Adjustment”. 

Credit Risk and Earnings Coverage Ratios  

The ability of the Company to make scheduled payments on or to refinance its debt obligations, including the 

Debentures, depends on the Company’s financial condition and operating performance, which are subject to a 

number of factors beyond the Company’s control.  

The Company may be unable to maintain a level of cash flow from operating activities sufficient to permit the 

Company to pay the principal, premium, if any, and interest on its indebtedness, including the Debentures.  

If the Company’s cash flow and capital resources are insufficient to fund its debt service obligations, the Company 

could face substantial liquidity problems and could be forced to reduce or delay investments and capital 

expenditures or to dispose of material assets or operations, seek additional debt or equity capital or restructure or 

refinance its indebtedness, including the Debentures. The Company may not be able to effect any such alternative 

measures on commercially reasonable terms or at all and, even if successful, those alternative actions may not allow 

the Company to meet its scheduled debt service obligations.  

The Company’s inability to generate sufficient cash flow to satisfy its debt obligations, or to refinance its 

indebtedness on commercially reasonable terms or at all, would materially and adversely affect the Company’s 

business, results of operations, financial condition and its ability to satisfy its obligations under the Debentures. The 

Debentures are not rated by any designated rating organization and the Company has no current plans to apply for a 

credit rating.  

See “Earnings Coverage Ratio”, which is relevant to an assessment of the risk that the Company may be unable to 

pay interest or principal on the Debentures when due. 

Change in Tax Laws 

The Indenture will not contain a requirement that the Company increase the amount of interest or other payments to 

holders of Debentures in the event that the Company is required to withhold amounts in respect of income or similar 

taxes on payments of interest or other amounts on the Debentures. At present, the Company will not withhold 

amounts from such payments to holders of Debentures that, for purposes of the Tax Act, are at the time of payment 

either (i) resident in Canada, or (ii) not resident in Canada and (A) deal at arm’s length for purposes of the Tax Act 

with the Company, and (B) are not deemed to receive such payments as dividends, but no assurance can be given 

that the Tax Act and other applicable income tax laws will not be changed in a manner that may require the 

Company to withhold amounts in respect of tax payable on such amounts. 
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Withholding Tax and Participating Debt Interest 

The Tax Act does not generally impose withholding tax on interest paid or credited to non-residents of Canada with 

whom the payor deals at arm’s length for purposes of the Tax Act. However, Canadian withholding tax does apply 

to payments of “participating debt interest”, which is defined in the Tax Act as interest that is paid on an obligation 

where all or any portion of such interest is contingent or dependent on the use of or production from property in 

Canada or is computed by reference to revenue, profit, cash flow, commodity price or any similar criterion. 

Under the Tax Act, when a debenture or other debt obligation issued by a person resident in Canada is assigned or 

otherwise transferred by a non-resident person to a person resident in Canada (which would include a conversion or 

exchange of the obligation, and a redemption or payment on maturity), the amount, if any, by which the price for 

which the obligation was assigned or transferred exceeds the price for which the obligation was issued is deemed to 

be a payment of interest on that obligation made by the person resident in Canada to the non-resident person (an 

“Excess”). 

The deeming rule does not apply in respect of certain “excluded obligations” (as defined in the Tax Act), although it 

is not clear whether a particular Debenture would qualify as an excluded obligation. If a Debenture is not an 

excluded obligation, the issues that arise are whether any Excess would be considered to exist, whether any such 

Excess which is deemed to be interest is participating debt interest, and if the Excess is participating debt interest, 

whether or not that results in all of the interest on the obligation being considered to be participating debt interest. 

The CRA has stated that it would not consider the Excess to be participating debt interest, provided that the 

convertible debenture in question satisfies the requirements of a “standard convertible debenture” (as that term was 

defined in a letter from the Joint Committee on Taxation of the Canadian Bar Association and the Canadian Institute 

of Chartered Accountants dated May 10, 2010), and therefore there would be no withholding tax in such 

circumstances (provided that the payor and payee deal at arm’s length for purposes of the Tax Act). The Company 

believes that the Debentures should generally meet the criteria set forth in the CRA’s statement. However, the 

application of the CRA’s published guidance to the Debentures is uncertain and there is a risk that the CRA could 

take the position that amounts paid or payable to a Non-Resident Holder of Debentures on account of interest or any 

Excess may be subject to Canadian withholding tax at a rate of 25% (subject to any reduction in accordance with 

any applicable income tax treaty). As noted under “Change in Tax Laws” above, the 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 it is required to deduct Canadian withholding tax on the payment of interest (including any Excess that 

may be considered to be participating debt interest). 

Potential Dilution  

Goodfood is authorized to issue an unlimited number of Common Shares and may decide to issue additional shares 

or preferred shares in order to finance investment projects or raise liquidity, which could dilute the share ownership. 

Investment Eligibility 

The Company will endeavour to ensure that the Debentures continue to be qualified investments under the Tax Act 

for trusts governed by RRSPs, RESPs, RRIFs, DPSPs (except a DPSP to which the Company, or an employer that 

does not deal at arm’s length with the Company, has made a contribution), RDSPs and TFSAs, although there is no 

assurance that the conditions prescribed for such qualified investments will be adhered to at any particular time. The 

Tax Act imposes penalties for the acquisition or holding of non-qualified or prohibited investments. 

The Price at Which the Debentures are Sold by the Underwriters may be Less than the Offering Price  

The Underwriters propose to offer the Debentures initially at the Offering Price. After the Underwriters have made a 

reasonable effort to sell all of the Debentures at such price, the Offering Price may be decreased. The sale by the 

Underwriters of the Debentures at a price lower than the Offering Price could adversely affect the prevailing market 

prices for the Common Shares. 

If any of the foregoing events, or other risk factor events not described herein occur, the Company’s business, 

financial condition or results of operations could suffer. In that event, the market price of Goodfood’s 

securities could decline and investors could lose all or part of their investment. 
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ELIGIBILITY FOR INVESTMENT 

In the opinion of Fasken Martineau DuMoulin LLP, counsel to the Company, and Davies Ward Phillips & Vineberg 

LLP, counsel to the Underwriters, subject to the qualifications and assumptions made under the heading “Certain 

Canadian Federal Income Tax Considerations”, the Debentures, the Over-Allotment Debentures and the Common 

Shares issuable on the conversion, redemption or maturity of the Debentures will, if issued on the date hereof, be 

“qualified investments” under the Tax Act for trusts governed by registered retirement savings plans (“RRSPs”), 

registered retirement income funds (“RRIFs”), registered disability savings plans (“RDSPs”), deferred profit 

sharing plans (except, in the case of the Debentures and the Over-Allotment Debentures, a deferred profit sharing 

plan to which the Company, or an employer that does not deal at arm’s length for purposes of the Tax Act with the 

Company, has made a contribution), registered education savings plans (“RESPs”) and tax-free savings accounts 

(“TFSAs”), each as defined in the Tax Act, provided that (i) in the case of the Debentures and the Over-Allotment 

Debentures, either the Debentures or the Over-Allotment Debentures (as the case may be) or the Common Shares 

are listed on a “designated stock exchange” for purposes of the Tax Act (which currently includes the TSX), and (ii) 

in the case of the Common Shares, the Common Shares are listed on a “designated stock exchange” for purposes of 

the Tax Act. 

Notwithstanding the foregoing, if the Debentures, the Over-Allotment Debentures or the Common Shares are 

“prohibited investments” (as defined in the Tax Act) for a particular RRSP, RRIF, TFSA, RDSP or RESP, an 

annuitant of the RRSP or RRIF, a holder of the TFSA or RDSP or a subscriber of the RESP, as applicable, will be 

subject to a penalty tax under the Tax Act. The Debentures, the Over-Allotment Debentures and the Common Shares 

will generally not be “prohibited investments” for these purposes unless such annuitant, holder or subscriber, as 

applicable: (i) does not deal at arm’s length with the Company for purposes of the Tax Act; or (ii) has a “significant 

interest” (as defined in the Tax Act) in the Company. Generally, an annuitant, holder or subscriber will not have a 

“significant interest” in the Company unless the annuitant, holder or subscriber and/or persons not dealing at arm’s 

length with the annuitant, holder or subscriber for purposes of the Tax Act, owns directly or indirectly, 10% or more 

of the issued shares of any class of the capital stock of the Company or of a corporation related to the Company.  

In addition, the Common Shares will generally not be a “prohibited investment” if the Common Shares are 

“excluded property” (as defined in the Tax Act) for an RRSP, a RRIF, a TFSA, an RDSP or an RESP.  

Annuitants under an RRSP or a RRIF, holders of a TFSA or an RDSP and subscribers of an RESP should consult 

their own tax advisors as to whether the Debentures, the Over-Allotment Debentures and/or the Common Shares 

will be a prohibited investment for such RRSP, RRIF, TFSA, RDSP or RESP in their particular circumstances, 

including with respect to whether the Common Shares constitute “excluded property”. 

INTEREST OF EXPERTS 

Certain legal matters in connection with this Offering will be passed upon on behalf of the Company by Fasken 

Martineau DuMoulin LLP and on behalf of the Underwriters by Davies Ward Phillips & Vineberg LLP. As 

at February 19, 2020, partners and associates of Fasken Martineau DuMoulin LLP and Davies Ward Phillips & 

Vineberg LLP, beneficially owned, directly or indirectly, less than one percent of the outstanding Common Shares.  

AUDITORS, TRANSFER AGENT AND REGISTRAR AND INDENTURE TRUSTEE 

The auditors of the Company are KPMG LLP, 600 de Maisonneuve Blvd. West #1500, Montreal, Québec H3A 

0A3. They have advised us that they are independent with respect to the Company within the meaning of the Code 

of ethics of chartered professional accountants (Québec). 

The transfer agent and registrar for the Common Shares is TSX Trust Company at its principal office in Montreal, 

Québec. 

The Indenture Trustee will be TSX Trust Company at its principal office in Montreal, Québec, and Toronto, Ontario. 
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PURCHASERS’ STATUTORY AND CONTRACTUAL RIGHTS 

Statutory Rights 

Securities legislation in certain of the provinces 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, the securities legislation further 

provides a purchaser with remedies for rescission or, in some provinces, revisions of the price or damages if the 

short form 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. 

Contractual Right under the Indenture 

Original purchasers of Debentures under the Offering will have a contractual right of rescission against the 

Company following the issuance of the Common Shares to such purchaser upon the conversion of the Debentures. 

The contractual right of rescission will entitle original purchasers to receive the amount paid for the Debentures 

upon surrender of the Common Shares in the event that this short form prospectus (including the documents 

incorporated by reference herein) and any amendment contains a misrepresentation, as such term is defined in the 

Securities Act (Québec), provided that the conversion of the Debentures takes place within 180 days of the date of 

the purchase of the Debentures under this short form prospectus, and the right of rescission is exercised within 180 

days of the date of purchase of the Debentures. This contractual right of rescission will be consistent with the 

statutory right of rescission described under section 217 of the Securities Act (Québec), and is in addition to any 

other right or remedy available to original purchasers under section 217 of the Securities Act (Québec) or otherwise 

at law.  

In an offering of convertible securities, investors are cautioned that the statutory right of action for damages for a 

misrepresentation contained in this short form prospectus is limited, in certain provincial securities legislation, to the 

price at which the convertible securities are offered to the public under this short form prospectus. This means that, 

under the securities legislation of certain provinces, 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. The purchaser should refer to any applicable provisions of the securities legislation of the purchaser’s 

province for the particulars of this right of action for damages or consult with a legal advisor. 
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