
  

  

 

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 therein only 
by persons permitted to sell such securities. These securities have not been and will not be registered under the United States Securities Act of 
1933, as amended (the “U.S. Securities Act”), or the securities laws of any state of the United States of America, its territories, or possession, or 
the District of Columbia (the “United States”). Accordingly, subject to certain exceptions, these securities may not be offered or sold in the 
United States and 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, a U.S. person (as defined in Regulation S under the U.S. Securities Act). 
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 Corporate 
Secretary of TeraGo Inc. at 55 Commerce Valley Drive West, Suite 800, Thornhill, Ontario, L3T 7V9, which is its head and registered office, 
telephone (905) 482-6512, and are also available electronically at www.sedar.com.  

SHORT FORM PROSPECTUS 
 

 
New Issue  June 4, 2015 

 

 TeraGo Inc.  

 $10,003,500  

 1,755,000 Common Shares  

 $5.70 per Common Share  

 
This short form prospectus (the “Prospectus”) qualifies the distribution (the “Offering”) of 1,755,000 common shares (the 
“Common Shares”) in the capital of TeraGo Inc. (“TeraGo” or the “Company”) at a price of $5.70 per Common Share (the 
“Offering Price”). The Company will use the net proceeds from the sale of the Common Shares as described in this Prospectus. 
See ‘‘Use of Proceeds’’. 

The Common Shares are being offered and sold pursuant to the terms of an underwriting agreement (the “Underwriting 
Agreement”) dated May 27, 2015 among TeraGo and the Underwriters (as defined below). See “Plan of Distribution”. 

 Price to the Public(1)  Underwriters’ Fee(2)  Net Proceeds to TeraGo(3)(4) 

Per Common Share .............. $5.70  $0.285  $5.415 

Total Offering ...................... $10,003,500.00  $500,175.00  $9,503,325.00 

 

(1) The Offering Price has been determined by negotiations between National Bank Financial Inc. and TD Securities Inc. (together, the “Lead 
Underwriters”) and the Company. 

(2) In consideration of the services rendered by the Lead Underwriters and Cormark Securities Inc., PI Financial Corp. and RBC Dominion 
Securities Inc. (collectively with the Lead Underwriters, the “Underwriters” and each an “Underwriter”) in connection with the Offering, 
TeraGo will pay the Underwriters a fee equal to 5% of the gross proceeds of the Offering (including in respect of any exercise of the Over-
Allotment Option (as defined below)) (the “Underwriters’ Fee”).  

(3) After deducting the Underwriters’ Fee but before deducting the estimated expenses of $350,000.00 relating to the Offering, which TeraGo 
will pay from the net proceeds of the Offering.  

(4) TeraGo has granted to the Underwriters an over-allotment option (the “Over-Allotment Option”), exercisable in whole or in part at any 
time and from time to time until the date that is 30 days from and including the Closing Date (as defined below), to purchase up to an 
additional 263,250 Common Shares on the same terms as set forth above to cover over-allotments, if any, and for market stabilization 
purposes (for greater clarity, a maximum of 15% of the number of Common Shares sold at closing of the Offering may be issued pursuant 
to the Over-Allotment Option). If the Offering is fully subscribed and the Over-Allotment Option is exercised in full, the total price to the 
public, the Underwriters’ Fee and net proceeds to TeraGo before deducting estimated expenses of $350,000.00 will be $11,504,025.00, 
$575,201.25 and $10,928,823.75, respectively. 
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This Prospectus also qualifies the grant of the Over-Allotment Option and the distribution of the Common Shares issuable upon 
the exercise of the Over-Allotment Option. See “Plan of Distribution”. A purchaser who acquires Common Shares forming part 
of the Underwriters’ over-allocation position acquires those securities under this Prospectus, regardless of whether the over-
allocation position is ultimately filled through the exercise of the Over-Allotment Option or secondary market purchases. Unless 
otherwise indicated, all references to “Common Shares” in this Prospectus include any Common Shares issued upon any exercise 
of the Over-Allotment Option. 

The following table sets out the maximum number of securities that may be issued by TeraGo to the Underwriters pursuant to the 
Over-Allotment Option. 

  Maximum number of 
Common Shares available Exercise Period  Exercise Price 

Over-Allotment Option  Up to 263,250 Common 
Shares 

Up to and including the 30th 
day following the Closing Date

$5.70 per Common Share 

The Offering Price was established through arm’s length negotiations between the Company and the Lead Underwriters with 
reference to the prevailing market price of the Common Shares on the Toronto Stock Exchange (the “TSX”). The Underwriters, 
as principals, conditionally offer the Common Shares, subject to prior sale, if, as and when issued by TeraGo and accepted by the 
Underwriters in accordance with the conditions contained in the Underwriting Agreement and subject to the approval of certain 
legal matters by Norton Rose Fulbright Canada LLP on behalf of the Company and by Goodmans LLP on behalf of the 
Underwriters. See “Plan of Distribution”. In connection with the Offering, the Underwriters may, subject to applicable laws, 
overallot or effect transactions intended to stabilize or maintain the market price of the Common Shares at levels above that 
which might otherwise prevail in the open market. Such transactions, if commenced, may be discontinued at any time. 

The Common Shares of TeraGo are listed on the TSX under the symbol “TGO”. The closing price of the Common Shares of 
TeraGo on the TSX on May 26, 2015, the last trading date before the announcement of the Offering, was $6.20 per Common 
Share. The TSX has conditionally approved the listing of the Common Shares to be distributed under this Prospectus. Listing will 
be subject to the Company fulfilling all of the listing requirements of the TSX on or before August 27, 2015. 

Investing in the Common Shares involves certain risks. The risk factors identified under the heading “Risk Factors” in 
this Prospectus should be carefully reviewed and evaluated by prospective purchasers before purchasing the securities 
being offered hereunder. 

Owning Common Shares may subject a purchaser to tax consequences. Such tax consequences are not described in this 
Prospectus. Purchasers should consult their own tax advisors with respect to their own particular circumstances. 

Each of National Bank Financial Inc., TD Securities Inc. and RBC Dominion Securities Inc. are wholly-owned 
subsidiaries of certain Canadian chartered banks (the “Banks”). The Banks are lenders to TeraGo Networks Inc. 
(“TNI”), a wholly-owned subsidiary of the Company. Accordingly, the Company may be considered to be a “connected 
issuer” of each of National Bank Financial Inc., TD Securities Inc. and RBC Dominion Securities Inc. under applicable 
Canadian securities legislation. See “Relationship Between the Company and Certain Underwriters”. 

Richard Brekka and James Sanger, each a director of the Company, resides outside of Canada. Each of Messrs. Brekka and 
Sanger has appointed the Company at 55 Commerce Valley Drive West, Suite 800, Thornhill, Ontario, Canada, L3T 7V9, 
Attention: Corporate Secretary as his agent for service of process in Canada. Purchasers are advised that it may not be possible 
for investors to enforce judgements obtained in Canada against any person or company that is incorporated, continued or 
otherwise organized under the laws of a foreign jurisdiction or resides outside of Canada, even if the party has appointed an agent 
for service of process.  

Subscriptions for the Common Shares 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 is expected to occur on or about 
June 11, 2015 or such later date as the Company and the Underwriters may agree (the “Closing Date”) but in any event no later 
than 42 days after the date of the receipt for this Prospectus. It is expected that the Company will arrange for an instant deposit of 
the Common Shares to or for the account of the Underwriters with CDS Clearing and Depository Services Inc. (“CDS”) on the 
Closing Date, against payment of the aggregate purchase price for the Common Shares. A purchaser of Common Shares will 
receive only a customer confirmation from the registered dealer, which is a CDS participant, and from or through which 
Common Shares are purchased. No certificates will be issued unless specifically requested or required. See “Description of the 
Securities Being Distributed” and “Plan of Distribution”. 

The registered and head office of TeraGo is located at 55 Commerce Valley Drive West, Suite 800, Thornhill, Ontario, L3T 7V9.



  

3 

 

TABLE OF CONTENTS 
 

About this Prospectus ...................................................................................................................................... 4 

Forward-Looking Statements .......................................................................................................................... 4 

Non-IFRS Measures ........................................................................................................................................ 5 

Documents Incorporated by Reference ........................................................................................................... 6 

Eligibility for Investment ................................................................................................................................ 7 

The Company .................................................................................................................................................. 8 

Summary Description of Business .................................................................................................................. 8 

Recent Developments ...................................................................................................................................... 9 

Description of the Securities Being Distributed ............................................................................................ 10 

Use of Proceeds ............................................................................................................................................. 10 

Consolidated Capitalization .......................................................................................................................... 10 

Market for Securities ..................................................................................................................................... 11 

Prior Sales ..................................................................................................................................................... 12 

Plan of Distribution ....................................................................................................................................... 13 

Relationship Between the Company and Certain Underwriters .................................................................... 15 

Risk Factors ................................................................................................................................................... 15 

Legal Matters................................................................................................................................................. 16 

Auditors ......................................................................................................................................................... 17 

Transfer Agent and Registrar ........................................................................................................................ 17 

Purchasers’ Statutory Rights ......................................................................................................................... 17 

Certificate of the Company ......................................................................................................................... C-1 

Certificate of the Underwriters .................................................................................................................... C-2 

 



  

4 

 

ABOUT THIS PROSPECTUS 

Readers should rely only on the information contained or incorporated by reference in this Prospectus. 
Neither TeraGo nor the Underwriters have authorized any person to provide different information. The information 
contained in this Prospectus is accurate only as of the date of this Prospectus and information contained in any 
document incorporated by reference herein is accurate only as of the date of that document, regardless of the time of 
delivery of this Prospectus or of any sale of any Common Shares. TeraGo’s business, financial condition, results of 
operations and prospects may have changed since those respective dates. The Common Shares may be sold only in 
those jurisdictions where offers and sales are permitted. This Prospectus is not an offer to sell or a solicitation of an 
offer to buy the Common Shares in any jurisdiction where it is unlawful. 

Market data and certain industry forecasts used in this Prospectus and the documents incorporated by 
reference in this Prospectus were obtained from market research, publicly available information and industry 
publications. We believe that these sources are generally reliable, but the accuracy and completeness of this 
information is not guaranteed. Neither TeraGo nor the Underwriters have independently verified such information, 
and such parties do not make any representation as to the accuracy of such information. 

All references in this Prospectus to “dollars” or “$” are to Canadian dollars unless otherwise noted. The 
Company’s consolidated financial statements incorporated herein by reference have been prepared in accordance 
with International Financial Reporting Standards (“IFRS”). TeraGo publishes its consolidated financial statements 
in Canadian dollars. 

Unless otherwise noted or the context otherwise requires, all references to “TeraGo”, the “Company”, 
“we”, “us” and “our” refer to TeraGo Inc., its predecessors and subsidiaries.  

FORWARD-LOOKING STATEMENTS 

This Prospectus, including the documents incorporated by reference herein, contains forward-looking 
statements or forward-looking information within the meaning of applicable Canadian securities legislation 
(“forward-looking statements”) that may not be based on historical fact, including, without limitation, statements 
containing the words “believe”, “may”, “plan”, “will”, “estimate”, “continue”, “anticipate”, “intend”, “expect” and 
similar expressions. Forward-looking statements are necessarily based on estimates and assumptions made by the 
Company in light of management’s experience and perception of historical trends, current conditions and expected 
future developments, as well as the factors the Company believes are appropriate. Forward-looking statements in 
this Prospectus and the documents incorporated by reference herein include but are not limited to statements relating 
to: 

 the Company’s growth strategy; 
 transition of the Company to a multi-product IT services company; 
 cross selling opportunities; 
 the integration of RackForce Networks Inc. (“RackForce”) into the Company; 
 the realization of annualized synergies and achieving internal synergy targets; 
 growth in the cloud services industry; 
 churn reduction; 
 retention campaign and initiatives to improve customer service; 
 acquisition opportunities for the Company; 
 expanded opportunities and capabilities of the Company and RackForce; and 
 the absorption of longer sales cycles and the expectation to recognize revenues on the backlog of signed 

orders. 

Such forward-looking statements reflect our current views with respect to future events and are subject to 
risks and uncertainties and are necessarily based upon a number of estimates and assumptions that, while considered 
reasonable by the Company, are inherently subject to significant business, economic, competitive, political and 
social uncertainties and contingencies, many of which, with respect to future events, are subject to change. The 
factors and assumptions used by the Company to develop such forward-looking statements include, but are not 
limited to, the acquisition of RackForce will be accretive to the Company’s existing business, cross-selling of 
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TeraGo’s products and services will be successful, trends in the global cloud and data center markets are accurately 
projected, the transition of the Company to a multi-product IT services company will generate the results intended 
by management, the assumption that recent revenue trends of RackForce will not materially change after its 
acquisition by the Company, backlog orders will be provisioned in a timely manner and not cancelled by a customer 
prior to delivery of services, and there are opportunities for acquisitions by the Company which will be available at 
favourable terms. By their very nature, forward-looking statements involve known and unknown risks, uncertainties 
and other factors that may cause our actual results, events or developments, or industry results, to be materially 
different from any future results, events or developments expressed or implied by such forward-looking statements 
or information. In evaluating these forward-looking statements, prospective purchasers should specifically consider 
various factors, including the risks outlined herein under the headings “Risk Factors”. Should one or more of these 
risks or uncertainties or a risk that is not currently known materialize, or should assumptions underlying the 
forward-looking statements prove incorrect, actual results may vary materially from those described herein. These 
forward-looking statements are made as of the date of this Prospectus or, in the case of documents incorporated by 
reference in this Prospectus, as of the date of such documents and the Company does not intend, and does not 
assume any obligation, to update these forward-looking statements, except as required by law. Investors are 
cautioned that forward-looking statements are not guarantees of future performance and accordingly investors are 
cautioned not to put undue reliance on forward-looking statements due to their inherent uncertainty. 

NON-IFRS MEASURES 

This Prospectus and the documents incorporated by reference in this Prospectus contain references to 
“EBITDA”, “Churn Rate” and “ARPU” which are not measures prescribed by IFRS. Because non-IFRS measures 
do not have a standardized meaning as prescribed by IFRS and may differ from those used by other issuers, 
securities regulations require that non-IFRS measures be clearly defined and qualified, reconciled with their nearest 
IFRS measure and given no more prominence than the closest IFRS measure. 

The term “EBITDA” refers to earnings before deducting interest, taxes, depreciation and amortization. The 
Company calculates EBITDA as earnings before deducting interest, taxes, depreciation and amortization, foreign 
exchange gain or loss, finance costs, finance income, gain or loss on disposal of network assets, property and 
equipment and stock-based compensation, and excludes restructuring, acquisition-related and integration costs. The 
Company believes that EBITDA is useful additional information to management, the board of directors of the 
Company and investors as it excludes items that could affect the comparability of our operational results and could 
potentially alter the trends analysis in business performance. Excluding certain items such as restructuring, 
acquisition-related and integration costs does not imply they are non-recurring. A reconciliation of net earnings 
(loss) to EBITDA is found in the 2014 MD&A and 2015 Q1 MD&A (as such terms are defined below).  

The term “Churn Rate” represents the number of customer cancellations per month as a percentage of total 
number of customers during the month. The Company calculates churn by dividing the number of customer 
cancellations during a period by the total number of customers during the period. The Company believes that the 
Churn Rate is a useful indicator for retention efforts, marketing, customer satisfaction and successful sales. EBITDA 
and Churn Rate, as presented, may not be comparable to similar measures presented by other companies.  

The term “ARPU” refers to the Company’s average revenue per customer. The Company believes that 
ARPU is useful supplemental information as it provides an indication of its revenue from an individual customer on 
a per month basis. The Company calculates ARPU by dividing service revenue by the average number of customers 
in service during the period and expresses ARPU as a rate per month. TeraGo’s method of calculating ARPU may 
differ from other companies and, accordingly, ARPU may not be comparable to similar measures presented by other 
companies. 
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DOCUMENTS INCORPORATED BY REFERENCE 

Information has been incorporated by reference in this Prospectus from documents filed with 
securities commissions or similar regulatory authorities in Canada. Copies of these documents may be obtained 
on request without charge from the Corporate Secretary of the Company at 55 Commerce Valley Drive West, Suite 
800, Thornhill, Ontario, L3T 7V9, telephone (905) 482-6512, or by accessing the disclosure documents available 
through the Internet, on the System for Electronic Document Analysis and Retrieval (SEDAR), which can be 
accessed under the Company’s profile at www.sedar.com. 

The following documents of the Company filed with the securities commissions or similar regulatory 
authorities in Canada are specifically incorporated by reference into, and form an integral part of, this Prospectus: 

(a) the material change report of the Company dated June 3, 2015 in connection with the 
announcement of the Offering and pricing relating thereto; 

(b) the management information circular of the Company dated May 28, 2015 prepared in connection 
with the annual general meeting of shareholders of the Company to be held on June 24, 2015; 

(c) the unaudited condensed consolidated financial statements of the Company for the three months 
ended March 31, 2015 and 2014, together with the notes thereto (the “2015 Q1 Financial 
Statements”); 

(d) management’s discussion and analysis of the Company for the three months ended March 31, 
2015 and 2014 (the “2015 Q1 MD&A”); 

(e) the annual information form of the Company dated February 24, 2015 for the year ended 
December 31, 2014 (the “2014 AIF”); 

(f) the audited consolidated financial statements of the Company for the years ended December 31, 
2014 and 2013, together with the notes thereto and the auditors’ report thereon; 

(g) management’s discussion and analysis of the Company for the year ended December 31, 2014 (the 
“2014 MD&A”); 

(h) the business acquisition report of the Company dated April 9, 2015 in connection with the 
Company’s acquisition of RackForce on March 27, 2015 (the “BAR”); and 

(i) the material change report of the Company dated March 30, 2015 in connection with the 
Company’s acquisition of RackForce on March 27, 2015. 

All documents of the type referred to in the preceding paragraphs (a) to (i), any material change report 
(other than any confidential material change report) and any business acquisition report subsequently filed by the 
Company with such securities commissions or similar regulatory authorities in Canada subsequent to the date of this 
Prospectus and prior to the termination of the Offering shall be deemed to be incorporated by reference into this 
Prospectus. 

Any statement contained in a document incorporated or deemed to be incorporated by reference 
herein shall be deemed to be modified or superseded for purposes of this Prospectus to the extent that a 
statement contained herein, or in any other subsequently filed document that also is incorporated or is 
deemed to be incorporated by reference herein, modifies or supersedes such statement. 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 a modifying or 
superseding statement will not be deemed an admission for any purposes that the modified or superseded 
statement, when made, constituted a misrepresentation, an untrue statement of a material fact or an omission 
to state a material fact that is required to be stated or that is necessary to make a statement not misleading in 
light of the circumstances in which it was made. Any statement so modified or superseded shall not be 
deemed, except as so modified or superseded, to constitute a part of this Prospectus. 
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ELIGIBILITY FOR INVESTMENT 

In the opinion of Norton Rose Fulbright Canada LLP, counsel to the Company, and Goodmans LLP, 
counsel to the Underwriters, provided that the Common Shares are listed on a designated stock exchange (which 
includes the TSX), the Common Shares will be a qualified investment under the Income Tax Act (Canada) (the “Tax 
Act”) for trusts governed by registered retirement savings plans (“RRSP”), registered retirement income funds 
(“RRIF”), registered disability savings plans, deferred profit sharing plans, registered education savings plans and 
tax-free savings accounts (“TFSA”). 

Notwithstanding that the Common Shares may be a qualified investment for a TFSA, RRSP or RRIF, the 
holder of a TFSA, or the annuitant of a RRSP or RRIF, as the case may be, will be subject to a penalty tax in respect 
of a Common Share held in the TFSA, RRSP or RRIF, as applicable, if such Common Share is a “prohibited 
investment” under the Tax Act for such TFSA, RRSP or RRIF. A Common Share will generally not be a prohibited 
investment for a TFSA, RRSP or RRIF if: (i) the holder of the TFSA or the annuitant of the RRSP or RRIF, as the 
case may be, does not have a “significant interest” (within the meaning of the Tax Act) in the Company; and (ii) the 
Company deals at arm’s length (within the meaning of the Tax Act) with such holder or annuitant. Potential 
investors should consult their own tax advisors regarding whether the Common Shares would be a prohibited 
investment for their TFSA, RRSP, or RRIF in their particular circumstances. 
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THE COMPANY 

TeraGo was incorporated under the Canada Business Corporations Act on December 21, 2000 as 3848574 
Canada Inc. On May 16, 2007, the Company’s name was changed to “TeraGo Inc.”. The Company’s head and 
registered office is located at 55 Commerce Valley Drive West, Suite 800, Thornhill, Ontario L3T 7V9.  

TNI was incorporated on July 30, 1999 and participated in Industry Canada’s 24 GHz and 38 GHz wireless 
spectrum auction in which it acquired spectrum licences in these bands. Since then, TNI has deployed wireless 
internet services to designated geographic markets in Canada. TNI also provides customers with co-location services 
in its data centers, as well as cloud storage and other cloud services. 

 On March 27, 2015, TNI acquired all of the shares of Kelowna-based RackForce. As a result of this 
acquisition, the Company also acquired RackForce Cloud Video Inc. (“RCVI”). See “Recent Developments – 
Acquisition of RackForce Networks Inc.”. RackForce and RCVI were each incorporated under the Business 
Corporations Act (British Columbia) on December 29, 2006 and July 5, 2013, respectively. 

The following chart depicts the current organization of the Company and its active subsidiaries (all of 
which are wholly-owned). Each of the Chief Executive Officer, Chief Financial Officer, Chief Operating Officer  
and Corporate Secretary of TeraGo is also an officer of each subsidiary set out below. 

 
TERAGO INC. 

(Canada) 
 

  
100% 
 

 
TERAGO NETWORKS INC. 

(Canada) 
 

  
100% 
 

 
RACKFORCE NETWORKS INC. 

(British Columbia) 
 

  
100% 
 

 
RACKFORCE CLOUD VIDEO INC. 

(British Columbia) 
 

 

SUMMARY DESCRIPTION OF BUSINESS 

TeraGo, operating through its wholly-owned subsidiaries TNI and RackForce, provides businesses across 
Canada with data and voice communications services, data center colocation and hosting services through its six (6) 
data centers as well as cloud Infrastructure as a Service (“IaaS”) computing and storage solutions. With respect to 
the Company’s data and voice communications services, it owns and operates a carrier-grade, Multi-Protocol Label 
Switching (“MPLS”) enabled fixed wireless, IP communications network in Canada targeting businesses that 
require Internet access and data connectivity services. 

Through RackForce, the Company provides enterprise cloud services nationally and globally to multiple 
high value enterprise customers across a variety of verticals, including K-12, advanced education, and federal and 
provincial governments. RackForce specializes in managing enterprise cloud services including IaaS and Platform 
as a Service (“PaaS”) with network. It currently has strategic relationships with several technology partners that 
give it access to certain products and solutions to provide enterprise cloud services. RackForce's cloud services are 
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provided from four (4) network enabled cloud delivery centers spread across Canada allowing it to meet data 
privacy requirements and disaster recovery needs of customers. 

The Company’s subscription-based business model generates stable and predictable recurring revenue from 
network services, data services, voice services and cloud services. The Company offers its network and voice 
services across Canada and its data and cloud services globally serving over 4,200 customers. Once a customer is 
obtained, TeraGo’s strategy is to generate incremental recurring revenue from that customer by: adding new 
customer locations, increasing service capacity supplied to existing locations, increasing data center cabinet space 
and power and/or providing additional services, as applicable. 

Network and Voice Services Data Center Services Cloud Services 

 National high performance, 
scalable Internet access principally 
via wireless with fibre optic in 
selected strategic areas 

 Active redundancy capability with 
bundled connectivity solution 

 Unified communications 

 Managed network service 

 Co-location services in partial, full, 
or customized cabinets 

 Managed, private dedicated, and 
co-location hosting services  

 Private vaults protected with 
biometrics for maximum security 

 Other value added services 

 Public, private and hybrid cloud 

 IaaS utility computing on virtual 
and dedicated compute platforms 

 High performance and secure 
data storage and archiving 

 Backup and recovery services for 
critical situations 

 Hosted exchange for business 
email 

 

RECENT DEVELOPMENTS 

Acquisition of RackForce Networks Inc. 

On March 27, 2015, the Company acquired all of the issued and outstanding shares of RackForce (the 
“Acquisition”). The Company satisfied the purchase price by paying cash consideration in the amount of $31.0 
million and issuing 328,742 Common Shares. The purchase price is subject to a working capital adjustment that will 
be finalized 90 days from the closing of the Acquisition. The cash portion of the purchase price was funded 
principally from a draw down on TNI’s amended credit facility (as described below).  

As part of the Acquisition, the Company acquired RackForce’s GigaCenter in Kelowna, British Columbia, 
a data center built to a Tier 3 standard (the “GigaCenter”). The facility has approximately 18,000 square feet of 
raised floor space and available power of approximately seven (7) megawatts.   

Amendment to Credit Agreement 

In connection with the Acquisition, TNI entered into an amendment agreement to its credit facilities 
whereby effective on the closing date of the Acquisition, The Toronto-Dominion Bank became a party and a lender 
to the credit agreement dated June 6, 2014 along with existing lenders, National Bank of Canada and Royal Bank of 
Canada (as amended, the “Credit Agreement”). The total credit facilities increased from $50.0 million to an 
aggregate amount of $85.0 million, consisting of a $10.0 million revolving operating credit facility, a $50.0 million 
non-revolving term credit facility and a $25.0 million non-revolving acquisitions and capital expenditure facility. 
The covenants of TNI under the Credit Agreement remained substantially unchanged. The maturity date on which 
the credit facilities will be terminated was extended to June 30, 2018 from June 6, 2017. 

Changes in Management 

Effective April 6, 2015, Greg Larnder, Vice President of Sales, was no longer with the Company.  



  

10 

 

DESCRIPTION OF THE SECURITIES BEING DISTRIBUTED 

The Company is authorized to issue an unlimited number of Common Shares, an unlimited number of 
Class A Non-Voting Shares and two Class B Shares. As of the date of this Prospectus, there were 12,096,580 
Common Shares and two Class B Shares issued and outstanding. There are no Class A Non-Voting Shares issued 
and outstanding. A summary of the material attributes and characteristics of the Common Shares is provided in the 
2014 AIF under the heading “Description of Capital Structure”.  

USE OF PROCEEDS 

The net proceeds to the Company from the Offering, after deducting the Underwriters’ Fee and expenses of 
the Offering, are estimated to be approximately $9,153,325.00 ($10,578,823.75 if the Over-Allotment Option is 
exercised in full). The Company will bear the expenses of the Offering which are estimated to be approximately 
$350,000.00. 

The Company intends to allocate $9,153,325.00 of the net proceeds from the Offering as follows: 

 ($) 

(a) Fund its continued growth strategy, which is expected to include 
potential strategic acquisitions (as set out below under “Potential 
Strategic Acquisitions”) .................................................................... 

4,000,000 

(b) Fund operational efficiency activities ............................................... 3,153,325 

(c) Invest in new product development activities, specifically in the cloud 
and data center segments ................................................................... 

2,000,000 

The Company intends to use the net proceeds designated in (b) above to fund losses of the Company until 
the results of operational efficiency activities are achieved. Operational efficiency activities may include 
investments in Business Support Systems (BSS) and Operation Support Systems (OSS) for the Company and are 
currently planned to take place over the next 12 to 18 months. Investments in new product development activities in 
the cloud and data center segments are planned to take place over the next 12 to 36 months.   

Any additional proceeds (up to $1,425,498.75, if the Over-Allotment Option is exercised in full) will be 
used to fund the Company’s working capital needs. 

None of the net proceeds from the Offering will be used to finance the Acquisition (including, for greater 
certainty, any contingent liabilities of RackForce Networks Inc. arising from the Acquisition). 

Potential Strategic Acquisitions 

TeraGo’s growth strategy includes continuing to transition the Company from a single access service 
provider into an end-to-end information technology (“IT”) service provider. TeraGo intends to leverage the cloud 
capabilities and platform acquired through RackForce to acquire or invest in other cloud businesses that it 
determines will contribute to its strategic goals. At this time, the Company has not identified a potential strategic 
acquisition.  

 
Although the Company intends to use the net proceeds from the Offering as set forth above, there may be 

circumstances where for sound business reasons that are dependent on a number of factors, a reallocation of funds 
may be deemed prudent or necessary, and may vary materially from that set forth above. Pending the use of 
proceeds outlined above, TeraGo intends to invest the net proceeds to the Company in short-term, highly liquid, 
interest-bearing securities such as government securities, commercial paper and other highly rated investment grade 
securities. See “Use of Proceeds”. 

CONSOLIDATED CAPITALIZATION 

Other than as contemplated by the Offering, there have not been any material changes in the share or loan 
capital of the Company since March 31, 2015, the date of TeraGo’s most recently filed condensed consolidated 
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interim financial statements. The following table sets forth the consolidated capitalization of TeraGo: (i) as at March 
31, 2015; and (ii) as at March 31, 2015, after giving effect to the Offering (assuming the Over-Allotment Option is 
not exercised). The table below should be read in conjunction with the 2015 Q1 Financial Statements. 

 As at March 31, 2015 

Designation  Authorized Actual As Adjusted for the Offering 

Share capital  Unlimited Common Shares $75,071,000 
(12,076,342 Common Shares) 

$84,224,325(1)(2) 
(13,831,342 Common Shares) 

____________ 

(1) Assumes that the Over-Allotment Option is not exercised. If the Over-Allotment Option is exercised in full, 14,092,592 
Common Shares will be issued and outstanding following closing of the Offering. 

(2) After payment of the expenses of the Offering on a pre-tax basis. 
 

MARKET FOR SECURITIES 

The outstanding Common Shares trade on the TSX under the symbol “TGO”. On June 3, 2015, the closing 
price of the Common Shares on the TSX was $5.66. The following table sets forth, for the periods indicated, the 
reported high and low daily trading prices and the aggregate volume of trading of the Common Shares on the TSX. 
The information presented below should not be viewed as an indication that the market price of the Common Shares 
will continue at such levels.  

 High ($)  Low ($)  Volume (#) 
2015   
June (1 to 3) .................................................................................... 5.67  5.60  22,356 
May ................................................................................................. 6.60  5.51  480,712 
April ................................................................................................ 7.50  6.50  213,343 
March .............................................................................................. 7.65  6.00  1,007,043 
February .......................................................................................... 6.58  5.46  31,592 
January  ........................................................................................... 6.59  6.15  46,921 
2014   
December  ....................................................................................... 6.61  5.35  245,572 
November  ...................................................................................... 6.00  5.15  86,578 
October ........................................................................................... 5.49  4.41  328,860 
September ....................................................................................... 5.53  4.89  1,104,328 
August  ............................................................................................ 5.57  4.60  368,295 
July ................................................................................................. 5.24  4.74  20,242 
June ................................................................................................. 5.48  5.00  26,285 
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PRIOR SALES 

The following table summarizes the Common Shares or securities convertible into or exercisable for 
Common Shares, that have been issued by the Company during the 12 months prior to the date of this Prospectus: 

Date 
 Price Per 

Common Share   
Number of 

Common Shares 
May 29, 2015  $4.00(2)  1,668(2) 
May 21, 2015  $4.00(2)  9,285(2) 
May 21, 2015  $2.50(2)  1,668(2) 
April 29, 2015  $4.00(2)  7,617(2) 
March 30, 2015  $4.00(2)  7,617(2) 
March 27, 2015  $7.15(1)  328,742(1) 
March 25, 2015  $5.24(3)  13,965(3) 
March 12, 2015  $2.50(2)  1,112(2) 
March 12, 2015  $4.00(2)  1,668(2) 
March 5, 2015  $4.00(2)  1,940(2) 
February 24, 2015  $4.00(2)  7,617(2) 
February 19, 2015  $4.00(2)  3,336(2) 
January 30, 2015  $4.00(2)  2,224(2) 
January 9, 2015  $4.00(2)  10,500(2) 
December 12, 2014  $4.00(2)  556(2) 
December 12, 2014  $5.24(3)  13,969(3) 
November 27, 2014  $4.00(2)  10,500(2) 
November 26, 2014  $4.00(2)  2,224(2) 
November 25, 2014  $2.50(2)  2,224(2) 
November 25, 2014  $4.00(2)  556(2) 
November 24, 2014  $4.00(2)  200(2) 
November 18, 2014  $4.00(2)  328(2) 
September 30, 2014  $4.00(2)  1,668(2) 
September 23, 2014  $4.00(2)  31,500(2) 
September 23, 2014  $5.24(3)  13,969(3) 
September 16, 2014  $4.00(2)  1,668(2) 
August 28, 2014  $2.50(2)  1,668(2) 
August 28, 2014  $4.00(2)  2,780(2) 
June 27, 2014  $4.00(2)  28,960(2) 
June 27, 2014  $5.24(3)  13,969(3) 
June 4, 2014  $4.00(2)  2,200(2) 
May 30, 2014  $4.00(2)  556(2) 
May 28, 2014  $4.00(2)  1,668(2) 
May 26, 2014  $4.00(2)  1,668(2) 

____________ 

(1) Issued as part of the consideration paid by the Company pursuant to the Acquisition (see “Recent Developments – 
Acquisition of RackForce Networks Inc.”). For purposes of the Acquisition, such Common Shares were valued at $6.08 
per Common Share based on the 20 day volume weighted average trading price of the Common Shares on the TSX up 
to and including March 17, 2015.  For purposes of accounting for the Acquisition including the issuance of such 
Common Shares from treasury, the Common Shares were valued at $7.15 per Common Share based on the trading 
price on the date of issuance from treasury on closing of the Acquisition. 

(2) Issued upon the exercise of stock options previously issued by the Company. 
(3) Issued to non-management directors of the Company pursuant to the Directors’ Share Compensation Plan. Such 

Common Shares were valued at the 20 day volume weighted average trading price of the Common Shares on the TSX 
prior to the date of the annual and special meeting of shareholders held on June 24, 2014. 
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PLAN OF DISTRIBUTION 

Under the terms of the Underwriting Agreement, the Company has agreed to sell, and the Underwriters have 
agreed to purchase from the Company, on the Closing Date, subject to the terms and conditions contained in the 
Underwriting Agreement, 1,755,000 Common Shares at the Offering Price, net of the Underwriters’ Fee, payable in 
cash to the Company against delivery of the Common Shares. The Offering Price was determined by arm’s length 
negotiations among the Company and the Underwriters with reference to the prevailing market price of the Common 
Shares on the TSX. The Underwriters, as principals, conditionally offer the Common Shares, subject to prior sale, if, 
as and when issued by TeraGo and accepted by the Underwriters in accordance with the conditions contained in the 
Underwriting Agreement. 

The obligations of the Underwriters under the Underwriting Agreement are several, and not joint, nor joint 
and several, and may be terminated at their discretion on the basis of customary “litigation and regulatory out”, 
“market out”, “disaster out” and “material change out” termination rights or may also be terminated upon the 
occurrence of certain stated events that would in the reasonable opinion of the Underwriters, operate to prevent, 
restrict or otherwise materially adversely affect or restrict the distribution or trading of the Common Shares. The 
Underwriters are, however, obligated to take up and pay for all of the Common Shares if any of the Common Shares 
are purchased under the Underwriting Agreement. 

The Company has granted the Over-Allotment Option to the Underwriters, which is exercisable in whole or 
in part at any time and from time to time until the date that is 30 days from and including the Closing Date (as defined 
below), to purchase up to an additional 263,250 Common Shares, on the same terms as set forth above to cover over-
allotments, if any, and for market stabilization purposes. This Prospectus qualifies the grant of the Over-Allotment 
Option and the distribution of the Common Shares on the exercise of the Over-Allotment Option. A purchaser who 
acquires Common Shares forming part of the Underwriters’ over-allocation position acquires those Common Shares 
under this Prospectus, regardless of whether the over-allocation position is ultimately filled through the exercise of the 
Over-Allotment Option or secondary market purchases. 

Pursuant to the Underwriting Agreement, the Company has agreed to indemnify the Underwriters and their 
respective partners, directors, officers, employees and agents against certain liabilities, including liabilities under 
applicable Canadian securities legislation under certain circumstances, and expenses and to contribute to payments 
that the Underwriters may be required to make in respect thereof. 

The expenses of the Offering, not including the Underwriters’ Fee, are estimated to be $350,000.00 and are 
payable by the Company. The aggregate Underwriters’ Fee will be $500,175.00 ($0.285 per Common Share or 5% of 
the gross proceeds, assuming no exercise of the Over-Allotment Option). If the Over-Allotment Option is exercised in 
full, the aggregate Underwriters’ Fee will be $575,201.25. 

The Company has also agreed to reimburse the Underwriters for their reasonable out-of-pocket fees and 
expenses whether or not the Offering is completed. All amounts payable to the Underwriters will be paid from the 
proceeds of the Offering. 

Pursuant to the Underwriting Agreement, TeraGo has agreed that it will not issue nor announce the issuance 
of any of its Common Shares or other securities convertible or exchangeable into Common Shares for a period of 90 
days following the Closing Date without the prior written consent of the Lead Underwriters, on behalf of the 
Underwriters, which consent will not be unreasonably withheld or delayed, provided that such restriction does not 
apply to the issuance of Common Shares or other securities pursuant to a bona fide acquisition by the Company or 
one of its affiliates or the issuance of securities to directors, officers, management company employees, consultants 
and other eligible participants under existing option plans or option agreements or other securities based 
compensation arrangements, or to satisfy existing instruments issued prior to the date of the Underwriting Agreement.  

In addition, TeraGo has agreed to cause each of its executive officers and directors that own greater than 1% 
of the issued and outstanding securities of TeraGo to each enter into an agreement on the Closing Date pursuant to 
which each will agree, subject to certain exceptions, not to, 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 
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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, Common Shares or other securities of the Company convertible into 
Common Shares held by them, directly or indirectly, without first obtaining the written consent of the Lead 
Underwriters, on behalf of the Underwriters, which consent will not be unreasonably withheld or delayed. 

The TSX has conditionally approved the listing of the Common Shares to be distributed under this 
Prospectus. Listing will be subject to the Company fulfilling all of the listing requirements of the TSX on or before 
August 27, 2015. 

Subscriptions for the Common Shares 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 is 
expected to occur on or about June 11, 2015 or such later date as the Company and the Underwriters may agree but in 
any event no later than 42 days after the date of the receipt for this Prospectus. It is expected that the Company will 
arrange for an instant deposit of the Common Shares to or for the account of the Underwriters with CDS on the 
Closing Date, against payment of the aggregate purchase price for the Common Shares. A purchaser of Common 
Shares will receive only a customer confirmation from the registered dealer, which is a CDS participant, and from or 
through which Common Shares are purchased. No certificates will be issued unless specifically requested or required. 

The Offering is being made in each of the provinces of Canada, other than Québec, and in the United States 
to qualified institutional buyers pursuant to Rule 144A under the U.S. Securities Act. No action has been taken in any 
jurisdiction by the Company or the Underwriters that would permit a public offering of the Common Shares, other 
than in the provinces of Canada, other than Québec. No offer or sale of the Common Shares may be made in any 
jurisdiction except in compliance with the applicable laws thereof. Persons receiving this Prospectus are responsible 
for informing themselves about and observing any restrictions as to the Offering and the distribution of this 
Prospectus. 

In connection with the Offering, certain of the Underwriters or securities dealers may distribute this 
Prospectus electronically. 

The Common Shares offered hereby have not been, and will not be, registered under the U.S. Securities Act 
or any state securities laws, and may not be offered or sold within the United States except pursuant to an applicable 
exemption from the registration requirements of the U.S. Securities Act, and applicable state securities laws. 
Accordingly, except to the extent permitted by the Underwriting Agreement, the Common Shares may not be offered 
or sold within the United States. Each Underwriter has agreed that it will not offer or sell Common Shares within the 
United States, except in transactions exempt from the registration requirements of the U.S. Securities Act and 
applicable state securities laws. The Underwriting Agreement provides that the Underwriters may re-offer and re-sell 
the Common Shares that they have acquired pursuant to the Underwriting Agreement to qualified institutional buyers 
in the United States in accordance with Rule 144A under the U.S. Securities Act. The Underwriting Agreement also 
provides that the Underwriters will offer and sell the Common Shares outside the United States in accordance with 
Regulation S under the U.S. Securities Act. In addition, until 40 days after the commencement of the Offering, an 
offer or sale of the Common Shares 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, unless such offer or sale is made 
pursuant to Rule 144A under the U.S. Securities Act. 

Pursuant to rules and policy statements of certain Canadian securities regulators, the Underwriters may not, 
at any time during the period ending on the date the selling process for the Common Shares ends and all stabilization 
arrangements relating to the Common Shares are terminated, bid for or purchase Common Shares. The foregoing 
restrictions are subject to certain exceptions including: (i) a bid for or purchase of Common Shares if the bid or 
purchase is made through the facilities of the TSX in accordance with the Universal Market Integrity Rules of the 
Investment Industry Regulatory Organization of Canada; (ii) a bid or purchase on behalf of a client, other than certain 
prescribed clients, provided that the client’s order was not solicited by the Underwriters or if the client’s order was 
solicited, the solicitation occurred before the commencement of a prescribed restricted period; and (iii) a bid or 
purchase to cover a short position entered into prior to the commencement of a prescribed restricted period. In 
connection with the Offering, the Underwriters may over-allot or 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, 
including: short sales; purchases to cover positions created by short sales; imposition of penalty bids; syndicate 
covering transactions and stabilizing transactions. 
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RELATIONSHIP BETWEEN THE COMPANY AND CERTAIN UNDERWRITERS 

The Company may be considered to be a “connected issuer” of each of National Bank Financial Inc., TD 
Securities Inc. and RBC Dominion Securities Inc. within the meaning of Canadian securities legislation. National 
Bank Financial Inc., TD Securities Inc. and RBC Dominion Securities Inc. are each wholly owned subsidiaries of 
certain Banks. The Banks are lenders to TNI under various credit facilities pursuant to the Credit Agreement. See 
“Recent Developments - Amendment to Credit Agreement”. 

As of the date of this Prospectus, the outstanding balance under the various credit facilities under the Credit 
Agreement was $50.5 million. The balances under the various credit facilities are principally secured by a general 
security agreement over the Company’s assets, is guaranteed by the Company and matures on June 30, 2018. TNI is 
in compliance with all terms of the Credit Agreement and the Banks have not waived any breach by TNI of such 
Credit Agreement since its execution. The Credit Agreement is subject to certain financial and non-financial 
covenants which the Company is in compliance with at March 31, 2015. Neither the financial position of the 
Company nor the value of the security under the Credit Agreement has changed substantially or adversely since the 
indebtedness under such Credit Agreement was incurred for the Acquisition. 

The decision to distribute the Common Shares offered hereby and the terms of the Offering were 
determined through negotiations between the Company and the Lead Underwriters. The Banks did not have any 
involvement in such decision or negotiations, but have been advised of the Offering and the terms thereof. Pursuant 
to the terms of the Offering, each Underwriter will receive its share of the Underwriters’ Fee upon the closing of the 
Offering. No portion of indebtedness owed by the Company or its subsidiaries to the Banks will be repaid from the 
net proceeds of the Offering. 

RISK FACTORS 

An investment in the Common Shares is subject to a number of risks that should be carefully considered by 
prospective purchasers. Before purchasing any Common Shares offered under this Prospectus, prospective investors 
should carefully consider the risks described below and incorporated by reference into this Prospectus, including, 
without limitation, those risk factors set out under the heading “Risk Factors” in the 2015 Q1 MD&A and the 2014 
MD&A.  

The Common Shares are Subject to Market Price Volatility 

The market price of the Common Shares may be adversely affected by a variety of factors relating to the 
Company’s business, including fluctuations in the Company’s operating and financial results, the results of any 
public announcements made by the Company and the Company’s failure to meet analysts’ expectations. In addition, 
from time to time, the stock market experiences significant price and volume volatility that may affect the market 
price of the Common Shares for reasons unrelated to the Company’s performance. Additionally, the value of the 
Common Shares is subject to market value fluctuations based upon factors that influence the Company’s operations, 
such as legislative or regulatory developments, competition, technological change and changes in interest rates or 
foreign exchange rates. There can be no assurance that the market price of the Common Shares will not experience 
significant fluctuations in the future, including fluctuations that are unrelated to the Company’s performance. 

Potential Dilution 

The Company’s articles of incorporation and by-laws allow it to issue an unlimited number of Common 
Shares for such consideration and on such terms and conditions as shall be established by the board of directors of 
the Company and, in many cases, without the approval of the Company’s shareholders. As part of the Offering, the 
Company may issue up to 2,018,250 Common Shares (including the 263,250 Common Shares issuable upon full 
exercise of the Over-Allotment Option). Except as described under the heading “Plan of Distribution”, the Company 
may issue additional Common Shares in subsequent offerings (including through the sale of securities convertible 
into or exchangeable for Common Shares) and/or upon the exercise of stock options or other securities exercisable 
for Common Shares. The Company cannot predict the size of future issuances of Common Shares or the effect that 
future issuances and sales of Common Shares will have on the market price of the Common Shares. Issuances of a 
substantial number of additional Common Shares, or the perception that such issuances could occur, may adversely 
affect the prevailing market price of the Common Shares. With any additional issuance of Common Shares, 
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investors will experience dilution to their voting power and the Company may experience dilution in its earnings per 
share. 

The Company will have broad discretion in the use of the net proceeds from the Common Shares of the Offering 

The Company will have broad discretion over the use of the net proceeds from the sale of the Common 
Shares. Because of the number and variability of factors that will determine the Company’s use of such proceeds, 
the ultimate use might vary from the Company’s currently planned use as set out in this Prospectus. The Company 
may pursue strategic acquisitions, fund operational efficiency activities, invest in new product development 
activities, specifically in the cloud and data centre segments, fund losses or other use of proceeds that do not result 
in an increase in the market value of the Common Shares or could increase in the Company’s losses. Pending the use 
of proceeds set out in this prospectus, the Company intends to invest the net proceeds to the Company in short-term, 
highly liquid, interest-bearing securities such as government securities, commercial paper and other highly rated 
investment grade securities.  

Integration and Anticipated Benefits Pursuant to the Acquisition of RackForce and Other Potential Acquisitions 

On March 27, 2015, the Company completed the Acquisition by purchasing all the issued and outstanding 
shares of RackForce. The Company may not be able to fully realize the anticipated future benefits and synergies of 
the Acquisition on a timely basis or at all. The Acquisition involves challenges and risks, including risks that the 
Acquisition does not advance TeraGo’s business strategy or that the Company will not realize a satisfactory return. 
The potential failure of the due diligence processes to identify significant problems, liabilities or other shortcomings 
or challenges with respect to assets of RackForce including the GigaCenter and customer contracts, condition of the 
equipment acquired, intellectual property, revenue recognition or other accounting practices, taxes, corporate 
governance and internal controls, regulatory compliance, employee, supplier or partner disputes or issues and other 
legal and financial contingencies could decrease or eliminate the anticipated benefits and synergies of the 
Acquisition and could negatively affect the Company’s future business and financial results.  

The overall success of the Acquisition will depend, in part, on the Company’s ability to realize the 
anticipated benefits and synergies from combining and integrating the RackForce business into TeraGo’s existing 
business. In particular, the Company’s business of providing cloud services is relatively new and the limited 
experience of management in providing cloud services prior to the Acquisition may limit the full benefits or 
continued growth of such business. Integration of RackForce requires significant management attention and 
expansion of TeraGo’s staff in operations, marketing, sales and general and administrative functions. The Company 
may have difficulties in integrating RackForce’s departments, systems, including accounting, human resource and 
other administrative systems, technologies, books and records, and procedures, as well as in maintaining uniform 
standards, controls, including internal control over financial reporting required by Canadian securities laws and 
related procedures and policies. Failure to integrate RackForce successfully could have a material adverse impact on 
our business, financial condition and results of operations. 

As part of the Company’s business strategy, TeraGo may also continue to acquire additional companies, 
assets or technologies principally related to, or complementary to, our current operations. Any such acquisitions will 
be accompanied by certain risks including but not limited to exposure to unknown liabilities of the acquired 
companies, higher than anticipated acquisition costs and expenses, the difficulty and expense of integrating 
operations, systems, and personnel of acquired companies, disruption of the Company’s ongoing business,  inability 
to retain key customers, distributors, vendors and other business partners of the acquired companies, diversion of 
management’s time and attention, and possible dilution of the voting powers of existing shareholders of the 
Company.  

LEGAL MATTERS 

Certain legal matters relating to the Offering will be passed upon on behalf of the Company by Norton 
Rose Fulbright Canada LLP, and on behalf of the Underwriters by Goodmans LLP. As at the date of this Prospectus, 
the partners and associates of Norton Rose Fulbright Canada LLP and Goodmans LLP, as a group, beneficially own, 
directly or indirectly, less than one percent respectively, of the issued outstanding Common Shares. 
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AUDITORS 

The Company’s auditors are KPMG LLP, Chartered Professional Accountants, Licensed Public 
Accountants, Toronto, Ontario who has confirmed that it is independent with respect to the Company within the 
meaning of the relevant rules and related interpretations prescribed by the relevant professional bodies in Canada 
and any applicable legislation or regulation. 

Prior to the Acquisition, KPMG LLP, Chartered Professional Accountants, Kelowna, British Columbia 
(“KPMG Kelowna”) were auditors of RackForce. KPMG Kelowna has reported on RackForce’s audited 
consolidated financial statements as at and for the year ended December 31, 2014, as included in the BAR. KPMG 
Kelowna has confirmed that it is independent with respect to the Company within the meaning of the relevant rules 
and related interpretations prescribed by the relevant professional bodies in Canada and any applicable legislation or 
regulation. 

TRANSFER AGENT AND REGISTRAR 

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

PURCHASERS’ 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. In several of the provinces, securities legislation further 
provides a purchaser with remedies for rescission or, in some jurisdictions, revisions of the price or damages if the 
prospectus and any amendment contains a misrepresentation or is not delivered to the purchaser, provided that the 
remedies for rescission, revisions of the price or damages are exercised by the purchaser within the time limit 
prescribed by the securities legislation of the purchaser’s province. The purchaser should refer to any applicable 
provisions of the securities legislation of the purchaser’s province for the particulars of these rights or consult with a 
legal advisor. 

 

 



  

C-1 

 

CERTIFICATE OF THE COMPANY 

Dated: June 4, 2015 

This short form prospectus, together with the documents incorporated herein by reference, constitutes full, 
true and plain disclosure of all material facts relating to the securities offered by this short form prospectus as 
required by the securities legislation of each of the provinces of Canada, except Québec. 

 

 

(Signed) STEWART LYONS (Signed) JOE PRODAN 

President and Chief Executive Officer Chief Financial Officer 

On behalf of the Board of Directors 

(Signed) CHARLES ALLEN (Signed) GRANT BALLANTYNE 

Director Director 
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CERTIFICATE OF THE UNDERWRITERS 

Dated: June 4, 2015 

To the best of our knowledge, information and belief, this short form prospectus, together with the 
documents incorporated herein by reference, constitutes full, true and plain disclosure of all material facts relating to 
the securities offered by this short form prospectus as required by the securities legislation of each of the provinces 
of Canada, except Québec. 

 

NATIONAL BANK FINANCIAL INC. TD SECURITIES INC. 

(Signed) ROB SAINSBURY (Signed) ROD DAVIES 

Managing Director Managing Director 

 

CORMARK SECURITIES INC. PI FINANCIAL CORP. RBC DOMINION SECURITIES INC. 

(Signed) ROGER POIRIER (Signed) BLAKE CORBET (Signed) JAMES MCKENNA 

Managing Director Managing Director Managing Director 

 

 

 



  

 

 

 

 

 

 

 

 

 

 

 

 

 


