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GENERAL MATTERS 

Unless otherwise noted or the context otherwise indicates, “we”, “us”, “our”, “Freshlocal” and the “Company” 
refers to Freshlocal Solutions Inc., its predecessors and its subsidiaries. 

This Annual Information Form (“AIF”) is dated December 23, 2021, which is the date it was approved by the 
Company’s Board of Directors, and, unless specifically stated otherwise, all information disclosed in this AIF is provided as at 
October 2, 2021, the end of Freshlocal’s most recently completed fiscal year. 

All references herein to “$” or “dollars” are to Canadian dollars, unless indicated otherwise. Certain capitalized 
terms used herein are defined in the “Glossary of Terms”. 

FORWARD-LOOKING INFORMATION 

This AIF contains “forward-looking information” within the meaning of applicable Canadian securities legislation. 
This information includes, but is not limited to, information with respect to our objectives and the strategies to achieve 
these objectives, as well as information with respect to our beliefs, plans, expectations, anticipations, estimates, and 
intentions. This forward-looking information is identified by the use of terms and phrases such as “may”, “would’, “should”, 
“could”, “expect”, “intend”, “estimate”, “anticipate”, “plan”, “foresee”, “believe”, “continue”, and similar terminology, 
although not all forward-looking information will contain these terms and phrases. 

Forward-looking information is provided for the purposes of assisting the reader in understanding the Company 
and its business, operations, prospects, and risks at a point in time in context of historical and possible future 
developments, and therefore the reader is cautioned that such information may not be appropriate for other purposes. 
Forward-looking information is based on several assumptions and is subject to several risks and uncertainties, many of 
which are beyond the control of management and could cause results to differ materially by those disclosed or implied by 
this information. These risks factors include but are not limited to: negative operating cash flow; quality control; health 
concerns; damage to the Company’s reputation; transportation disruptions; competition; regulatory compliance; online 
security and disruptions; management of growth and future capital requirements; extreme weather and climate events; 
terrorism, acts of war; and the risk factors described under “Risk Factors”. Note that this forward-looking information has 
been created based on what management believes to be reasonable assumptions. Certain assumptions were made in 
preparing forward-looking information, such as the availability of capital resources, customer demand, economic 
conditions, and future business performance. In addition, information and expectations set forth herein are subject to and 
could change materially in relation to developments regarding the duration and severity of the COVID-19 pandemic and its 
impact on product demand, labour mobility, supply chain continuity and other elements beyond our control. Readers are 
cautioned against placing absolute reliance on forward looking information as actual results may vary. 

The forward-looking information contained in this AIF is expressly qualified in its entirety by these cautionary 
statements. All forward-looking information in this AIF is as of December 23, 2021, the date of this AIF. Forward-looking 
statements do not take into account the effect of transactions or other items announced or occurring after the statements 
are made. For example, they do not include the effect of dispositions, acquisitions, other business transactions, asset write-
downs or other charges announced or occurring after the forward-looking statements are made. The Company does not 
undertake any obligation to update any such forward-looking information, whether as a result of new information, future 
events or otherwise, except as required by applicable law. For more information on the risk factors that could cause the 
Company’s actual results to differ from current expectations, see “Risk Factors”. 

NOTE REGARDING FINANCIAL INFORMATION 

This AIF should be read in conjunction with Freshlocal’s management’s discussion and analysis of the results of 
operations and financial condition (“MD&A”) and audited consolidated financial statements and the notes thereto 
(the “Financial Statements”), for the year ended October 2, 2021, available on SEDAR at www.sedar.com. Unless otherwise 
indicated, the statistical and financial data contained in this AIF are presented as at October 2, 2021. 
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NON-IFRS MEASURES 

The Company’s financial statements are prepared in accordance with International Financial Reporting Standards 
(“IFRS”). In addition, in this AIF, we use metrics and non-IFRS financial measures for which a complete definition is 
presented below and for which a reconciliation to financial information in accordance with IFRS is presented in the section 
entitled “Reconciliation of Non-IFRS Financial Measures” in our most recent MD&A, available on SEDAR at www.sedar.com. 
These measures should be considered as a complement to financial performance measures in accordance with IFRS and to 
provide further understanding of the Company’s operating results from management’s perspective. They do not substitute, 
are not superior to them and do not have any standardized meaning prescribed under IFRS and therefore may not be 
comparable to similar measures as presented by other issuers. 

 
Non-IFRS Metrics Definition 

eGrocery Average Order Size 
 

Total sales net of returns and credits, divided by the number of 
orders made for the period. The Company believes that Average 
Order Size is a useful metric for readers because it is indicative of 
eGrocery adoption, consumers expanding their share of 
purchases made online and the strength of our online consumer 
business.

 

Active Customers The number of individual customer accounts that have 
completed an order on our eCommerce platform in the past 90 
days, measured as of the period end noted.

 

 

MARKET DATA 

Unless otherwise indicated, information contained in this AIF concerning Freshlocal’s industry and the markets in 
which it operates, including its general expectations, legislative regime and market opportunity, is based on information 
from industry publications and reports generated by several third parties and management estimates. 

Unless otherwise indicated, management estimates are derived from publicly available information released by 
independent industry analysts and third-party sources, as well as data from Freshlocal’s internal research, and are based on 
assumptions made by Freshlocal based on such data and its knowledge of such industry and markets which Freshlocal 
believes to be reasonable. These industry publications and reports generally indicate that the information contained therein 
was obtained from sources believed to be reliable, but do not guarantee the accuracy and completeness of such 
information. Freshlocal has not independently verified the data in such publications, reports or resources, and such 
information is inherently imprecise. In addition, projections, assumptions and estimates of Freshlocal’s future performance 
and the future performance of the industry in which Freshlocal operates are necessarily subject to a high degree of 
uncertainty and risk due to a variety of factors, including those described under “Risk Factors”. 

TRADEMARKS 

This AIF includes registered and unregistered trademarks such as Food-X Technologies, eGMS, Blush Lane, Organic 
Acres Market, Be Fresh, Be Fresh Local Market, and SPUD, which are protected under applicable intellectual property laws 
and are our property. All other trademarks used herein are the property of their respective owners. 
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GLOSSARY OF TERMS 

Certain terms and abbreviations used in this AIF are defined below. 

“Agents” means Canaccord, Cormark Securities Inc., Desjardins Securities Inc. and PI Financial Corp. 

“Amended and Restated Equity Participation Right Agreement” has the meaning ascribed to that term under “General 
Developments of the Business – Three Year History – Events Prior to the Arrangement Agreement – 2021”. 

“A&R Equity Participation Right” has the meaning ascribed to that term under “General Developments of the Business – 
Three Year History – Events Prior to the Arrangement Agreement – 2021”. 

“Arrangement” has the meaning ascribed to that term under “General Developments of the Business – Three Year History – 
Events Prior to the Arrangement Agreement – 2020”. 

“Arrangement Agreement” means the arrangement agreement dated December 21, 2020, as amended on March 9, 2021 
between Rainy Hollow and SPUD. 

“Attabotics” has the meaning ascribed to that term under “General Developments of the Business – Three Year History – 
Events Prior to the Arrangement Agreement – 2020”. 

“BCBCA” means the Business Corporations Act (British Columbia), including the regulations promulgated thereunder, in 
each case, as amended or replaced from time to time. 

“Belgium SaaS Agreement” has the meaning ascribed to that term under “General Developments of the Business – Three 
Year History – Events Prior to the Arrangement Agreement – 2020”. 

“Board” or “Board of Directors” means the board of directors of the Company. 

“Carrefour” has the meaning ascribed to that term under “General Developments of the Business – Three Year History – 
Events Prior to the Arrangement Agreement – 2020”.  

“Carrefour SaaS Agreement” has the meaning ascribed to that term under “General Developments of the Business – Three 
Year History – Events Prior to the Arrangement Agreement – 2021”. 

“CHFA” has the meaning ascribed to that term under “Directors and Officers – Management – Adrienne Uy, Chief Financial 
Officer and Corporate Secretary”. 

“Coastal” has the meaning ascribed to that term under “Directors and Officers – Management – Terry Vanderkruyk, 
Director”. 

“Co-Lead Agents” means, collectively, Canaccord Genuity Corp. and Desjardins Securities Inc., as co-lead agents in 
connection with the SPUD Private Placement. 

“Common Shares” means the common shares in the capital of the Company. 

“Convertible Debentures” has the meaning ascribed to that term under “Recent Developments”. 

 “Convertible Debenture Units” has the meaning ascribed to that term under “Recent Developments”. 

“Convertible Debenture Private Placement” has the meaning ascribed to that term under “Recent Developments”. 

“COVID-19” means novel coronavirus disease, also known as severe acute respiratory syndrome coronavirus 2 (SARS-CoV-
2), and each strain thereof. 
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“Credit Facility” has the meaning ascribed to that term under “General Developments of the Business – Three Year History 
– 2020”. 

“Debenture Indenture” has the meaning ascribed to that term under “Capital Structure – Convertible Debentures – 
General”. 

“DSU Plan” has the meaning ascribed to that term under “Capital Structure – Stock Options, Restricted Share Units, 
Performance Share Units and Deferred Share Units”. 

“DSUs” has the meaning ascribed to that term under “Capital Structure – Stock Options, Restricted Share Units, 
Performance Share Units and Deferred Share Units – Deferred Share Units”. 

 “DTS” has the meaning ascribed to that term under “General Developments of the Business – Three Year History – Events 
Prior to the Arrangement Agreement – 2020”. 

“EBITDA” means earnings before income tax, depreciation and amortization and non-recurring items. 

“eGMS” has the meaning ascribed to that term under “General Developments of the Business – Overview”. 

“Equity Participation Right” has the meaning ascribed to that term under “General Developments of the Business – Three 
Year History – Events Prior to the Arrangement Agreement – 2020”. 

“Equity Participation Right Agreement” has the meaning ascribed to that term under “General Developments of the 
Business – Three Year History – Events Prior to the Arrangement Agreement – 2020”. 

“Extended Warrants” has the meaning ascribed to that term under “General Developments of the Business – Three Year 
History – 2021 – Events Following the Arrangement Agreement”. 

“Financial Statements” has the meaning ascribed to that term under “Note Regarding Financial Information”. 

“First Supplemental Indenture” has the meaning ascribed to that term under “Capital Structure – Convertible Debentures – 
General”. 

“FoodX” means Food-X Technologies Inc. 

“FoodX Urban Delivery” means Food-X Urban Delivery Inc.  

“Forbearance Agreement” has the meaning ascribed to that term under “Recent Developments”. 

“Forbearance Period” has the meaning ascribed to that term under “Recent Developments”. 

“IFRS” has the meaning ascribed to that term under “Non-IFRS Measures”. 

“Letter Agreement” has the meaning ascribed to that term under “Recent Developments”. 

“Letter of Intent” has the meaning ascribed to that term under “General Developments of the Business – Three Year 
History – Events Prior to the Arrangement Agreement – 2020”. 

“Maturity Date” has the meaning ascribed to that term under “Recent Developments”. 

“MD&A” has the meaning ascribed to that term under “Note Regarding Financial Information”. 

“Membership Program” has the meaning ascribed to that term under “General Developments of the Business – Three Year 
History – Events Prior to the Arrangement Agreement – 2021”. 
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“NI 51-102” means National Instrument – 51-102 Continuous Disclosure Obligations. 

“NI 52-110” means National Instrument – 52-110 Audit Committees. 

“NI 58-101” has the meaning ascribed to that term under “Corporate Governance – Compensation Committee”. 

“Option Plan” has the meaning ascribed to that term under “Capital Structure – Stock Options, Restricted Share Units, 
Performance Share Units and Deferred Share Units”. 

“Original Debenture Indenture” has the meaning ascribed to that term under “Capital Structure – Convertible Debentures 
– General”. 

"Pender” has the meaning ascribed to that term under “Recent Developments”. 

“PGF” has the meaning ascribed to that term under “Recent Developments”. 

“PSUs” has the meaning ascribed to that term under “Capital Structure – Stock Options, Restricted Share Units, 
Performance Share Units and Deferred Share Units – Restricted Share Units and Performance Share Units”. 

“Preferred Shares” means the Preferred Shares in the capital of the Company. 

“Qualifying Transaction” has the meaning ascribed to that term under “Corporate Structure – Name, Address and 
Incorporation”. 

“Rainy Hollow” has the meaning ascribed to that term under “General Developments of the Business – Three Year History – 
Events Prior to the Arrangement Agreement – 2020”. 

“Resulting Issuer” has the meaning ascribed to that term under “Corporate Structure – Name, Address and Incorporation”. 

“SaaS” has the meaning ascribed to that term under “General Developments of the Business – Overview”. 

“Share Unit Plan” has the meaning ascribed to that term under “Capital Structure – Stock Options, Restricted Share Units, 
Performance Share Units and Deferred Share Units”. 

“Security-Based Compensation Plans” has the meaning ascribed to that term under “Capital Structure – Stock Options, 
Restricted Share Units, Performance Share Units and Deferred Share Units”. 

“RSUs” has the meaning ascribed to that term under “Capital Structure – Stock Options, Restricted Share Units, 
Performance Share Units and Deferred Share Units – Restricted Share Units and Performance Share Units”. 

“SPUD” means Sustainable Produce Urban Delivery Inc. 

“SPUD.ca” has the meaning ascribed to that term under “General Developments of the Business – Three Year History – 
Events Prior to the Arrangement Agreement – 2019”. 

“SPUD Agency Agreement” means the agency agreement dated December 23, 2020 among the Agents, Rainy Hollow and 
SPUD, entered into in connection with the SPUD Private Placement. 

“SPUD Common Shares” has the meaning ascribed to that term under “General Developments of the Business – Three Year 
History – Events Prior to the Arrangement Agreement – 2020”. 

“SPUD Convertible Debentures” has the meaning ascribed to that term under “General Developments of the Business – 
Three Year History – Events Prior to the Arrangement Agreement – 2020”. 
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“SPUD Lock-Up Agreements” means the lock-up agreements signed by insiders of SPUD and certain shareholders of SPUD 
in relation to the SPUD Private Placement and the Arrangement and addressed to the Co-Lead Agents. 

“SPUD Private Placement” means the offering of 3,227,500 subscription receipts of SPUD at a price of $7.50 per 
subscription receipt for aggregate gross proceeds of $24,206,250 on a brokered private placement basis, which closed on 
December 23, 2020. 

“SPUD Undertakings” means the agreements providing for an undertaking with regard to the orderly disposition of 
securities signed by certain shareholders of SPUD in relation to the SPUD Private Placement and the Arrangement and 
addressed to the Co-Lead Agents. 

“Stock Options” has the meaning ascribed to that term under “Capital Structure – Stock Options, Restricted Share Units, 
Performance Share Units and Deferred Share Units – Stock Options”. 

“SVB” has the meaning ascribed to that term under “General Developments of the Business – Three Year History – Events 
Prior to the Arrangement Agreement – 2021”. 

“SVB Breach” has the meaning ascribed to that term under “Recent Developments”. 

“SVB Loan” has the meaning ascribed to that term under “General Developments of the Business – Three Year History – 
Events Prior to the Arrangement Agreement – 2021”. 

“Trustee” has the meaning ascribed to that term under “Capital Structure – Convertible Debentures – General”. 

“TSX” means the Toronto Stock Exchange. 

“TSXV” means the TSX Venture Exchange. 

“Walmart” has the meaning ascribed to that term under “General Developments of the Business – Three Year History – 
Events Prior to the Arrangement Agreement – 2019”. 

“Warrant Agent” has the meaning ascribed to that term under “Capital Structure – Warrants”. 

“Warrant Indenture” has the meaning ascribed to that term under “Capital Structure – Warrants”. 

“Warrants” has the meaning ascribed to that term under “Recent Developments”.  
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CORPORATE STRUCTURE 

Name, Address and Incorporation 

The Company was incorporated on January 17, 2018, by certificate of incorporation issued pursuant to the 
provisions of the BCBCA under the name “Rainy Hollow Ventures Inc.”. On April 16, 2021, the Company completed its 
qualifying transaction (the “Qualifying Transaction”) pursuant to Policy 2.4 - Capital Pool Companies of the TSXV, which 
consisted of a reverse take-over of the Company by SPUD by way of a statutory plan of arrangement in accordance with the 
Arrangement Agreement. The transaction was a reverse takeover of the Company as such term is used in NI 51-102. On 
April 15, 2021, in connection with the Qualifying Transaction, the Company changed its name from “Rainy Hollow Ventures 
Inc.” to “Freshlocal Solutions Inc.” (the “Resulting Issuer”), and completed the consolidation of its common shares on the 
basis of eight (8) pre-consolidation common shares for one (1) post-consolidation common share. 

The Company’s registered and head office is located at 105-5566 Trapp Avenue, Burnaby, British Columbia 
V3N 5G4. 

INTER-CORPORATE RELATIONSHIPS 

The Company’s principal operating subsidiaries are SPUD, 569672 B.C. Limited., Organics Express Inc., Be Fresh 
(AB) Inc., Blush Lane Organic Produce Ltd., Mainland Fresh Distribution Inc., FoodX and FoodX Urban Delivery. The following 
chart illustrates the Company’s structure as at October 2, 2021: 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  

                                                 

1 99.9% partnership interest is held by Food-X Technologies GP Inc. and 0.01% partnership interest is held by Food-X Technologies Inc. 
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AB Corporation 

Blush Lane Organic 
Produce Ltd. 

AB Corporation 

Mainland Fresh 
Distribution Inc. 

BC Corporation 

Food-X Urban Delivery 
Inc. 

BC Corporation 

Food-X Technologies Inc. 

BC Corporation 

Food-X Technologies 

Limited Partnership (1) 

BC Partnership  

FoodX Technologies SA 

Belgium 

Food-X Technologies GP 
Inc. 

BC Corporation 

(General Partner) 

Food-X Technologies 
(eGMS) Inc. 

BC Corporation 
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GENERAL DEVELOPMENTS OF THE BUSINESS 

Overview 

The Company is a Vancouver-based company that provides organic and natural foods via its online platform 
through which consumers can order and schedule delivery of produce, groceries and other essentials. Building upon its 
online grocery capabilities, it has also developed a software-as-a-service (“SaaS”) technology platform, the FoodX eGrocery 
Management Solution (“eGMS”), which facilitates the creation of an integrated food business ecosystem that includes 
online retail, community retail locations, food preparation services, wholesale and last mile distribution. The Company’s 
business is carried out by its wholly-owned subsidiary, SPUD.  

Three Year History 

The following is a summary of the general development of the business for the past three years. 

Events Prior to the Arrangement Agreement 

2019 

Since its establishment in 1997, SPUD has been a pioneer in the online grocery space and more than two decades 
later still successfully operates its www.SPUD.ca marketplace (“SPUD.ca”) for Canadian customers located in the Greater 
Vancouver, Vancouver Island and Kelowna markets in B.C., and the Calgary and Edmonton markets in Alberta. 

On September 1, 2017, SPUD completed its acquisition of Blush Lane Organic Produce, consisting of five brick and 
mortar retail stores, four of which are located in Calgary and one in Edmonton. The acquisition significantly expanded the 
breadth of SPUD’s retail business and its platform for further expansion of both its SPUD.ca online grocery business and its 
FoodX eGMS technology platform. 

In 2018, SPUD, through its subsidiary FoodX Urban Delivery, developed a white label third party logistics food 
delivery platform under the “FoodX Urban Delivery” banner, which allows multiple third-party retailers to access industry-
leading technology, warehousing, food preparation and delivery services. FoodX Urban Delivery is able to fulfill online 
orders for all of its customers through purpose-built distribution centers and proprietary route optimized last mile delivery 
services. By consolidating orders from all of its partners, it is able to decrease costs of online fulfillment and reduce 
environmental impact. 

On March 15, 2018, FoodX Urban Delivery announced Walmart Canada (“Walmart”) as its first national customer, 
whereby FoodX Urban Delivery was to supply third-party logistics and order fulfilment services to Walmart. The partnership 
brought benefits to Walmart in the form of improved fulfillment and last mile home delivery as well as better warehousing 
and order consolidation, which in turn reduces product waste, truck trips and greenhouse gas or GHG emissions. For FoodX, 
important technology and system integration advancements were made which can be applied as new business for the 
FoodX eGMS technology platform is pursued. The agreement between Walmart and FoodX was terminated by Walmart 
with an effective termination date in June, 2021. 

On September 20, 2018, SPUD announced the launch of Canada’s first fresh food delivery platform facility, to be 
operated by FoodX Urban Delivery. The 74,000 square-foot fulfillment center located in Burnaby, B.C. utilizes SPUD’s 
proprietary FoodX Urban Delivery third party logistics technology to provide sustainable home food delivery for local and 
national grocery retailers and introduces an ecommerce grocery delivery solution that can be leveraged by a global client 
base. The facility allows retailers to share warehouse space, infrastructure and delivery trucks which results in fewer 
vehicles on the road, reduced fuel costs and lower emissions. 
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On February 4, 2019, SPUD announced the launch of its “Be Fresh Marketplace”, a fresh digital platform for local 
artisans, small shops and independent grocers to sell online with consolidated delivery. Be Fresh Marketplace leverages 
SPUD’s high-traffic ecommerce website SPUD.ca, to offer local sellers a fast way to create an online store and start selling 
their products. The marketplace utilizes the SPUD’s sustainable fulfillment technology to consolidate orders and efficiently 
deliver to customers. 

In July 2019, SPUD launched strategic partnerships with various local retailers allowing SPUD.ca customers in the 
Calgary and Edmonton areas to purchase a wide variety of beer, wine and spirits with a focus on offerings from local 
producers. 

On November 15, 2019, SPUD announced the expansion of its packaging takeback program for its eGrocery 
business segment. Originally launched in early 2019, SPUD’s takeback program is a core part of its strategy to take 
responsibility for the packaging for its private label products sold through its Be Fresh private label brand as well as from 
other participating brands, and to support meaningful improvements in recycling practices by its customers. 

Leveraging its pureplay online grocery business, brick and mortar experience and proprietary innovations in the 
logistics, automation and supply chain management areas (e.g. FoodX Urban Delivery third party logistics), SPUD created an 
end-to-end eGrocery fulfillment platform operating under a SaaS model. SPUD incorporated FoodX in 2019 to further 
commercialize this SaaS-based eGMS technology platform and it has since begun enabling major global as well as regional 
domestic grocery retailers in the design and operation of eGrocery fulfilment centres with agility, profitability and speed. 

2020 

On April 20, 2020, FoodX announced an initiative to lead the development of an eGMS technology platform to 
ensure food security, accessibility and safety during the COVID-19 crisis. Funding was received from the Digital Technology 
Supercluster (“DTS”) to lead a multi-company collaboration to develop an eGMS for the B.C. provincial government and 
health authorities. Additional DTS funding totalling $2.6 million was announced on August 5, 2020. The expanded project 
further enhanced FoodX’s SaaS eGMS functionality, empowering grocery retailers to manage rapid online demand growth 
effectively and efficiently and ultimately compete in the digital economy, all while improving food accessibility and safety of 
delivery for consumers. 

On June 16, 2020, FoodX announced a strategic alliance with Attabotics Inc. (“Attabotics”), a supplier in the design, 
manufacture, and implementation of 3D robotic supply chain systems. The alliance, with an initial term of three years, is 
focused on the implementation of Attabotics’ robotics at FoodX’s fulfillment centres and partner fulfillment centres across 
the globe. The companies also intend to further explore mutual business development and project opportunities based on 
their combined capabilities. It is expected that Attabotics’ robotic-centric storage and retrieval system can increase the 
level of efficiency and speed within FoodX’s fulfillment centres and support its ongoing growth and market presence for its 
SaaS-based eGMS technology platform in the global online grocery delivery industry. 

On July 20, 2020, FoodX entered into a master software and services agreement (the “Belgium SaaS Agreement”) 
for a strategic partnership with a wholly-owned subsidiary of Carrefour S.A. (“Carrefour”), a longstanding global leader in 
the food retail industry, to accelerate the development of Carrefour’s ecommerce capabilities. The partnership represents 
the first global sale of FoodX’s end-to-end SaaS-based eGMS technology platform and is expected to allow Carrefour to 
increase the productivity and profitability of its ecommerce operating systems while enhancing its digital customer 
experience as the global demand for online food orders continues to grow. The initial Belgium SaaS Agreement is for the 
Belgium market, within which Carrefour will integrate the eGMS technology platform for online grocery management, 
encompassing the full range of point-of-order to point-of-fulfillment capabilities. The partnership is expected to allow 
Carrefour to achieve a profitable, scalable and sustainable online business while delivering an outstanding customer 
experience.  
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In connection with the Belgium SaaS Agreement, SPUD and Carrefour entered into an equity participation right 
agreement dated July 30, 2020 (the “Equity Participation Right Agreement”) pursuant to which Carrefour was granted the 
right (the “Equity Participation Right”) to purchase such number of common shares of SPUD (“SPUD Common Shares”) 
equal to 10% of the SPUD Common Shares on a fully-diluted basis, calculated on a post-issuance basis, at the time of 
exercise of the Equity Participation Right upon a payment to SPUD of the exercise price determined in the Equity 
Participation Right Agreement. 

On July 31, 2020, SPUD entered into an amended and restated credit agreement, as amended September 10, 2020 
and March 12, 2021, among Fonds Agro WF S.E.C./WF Agro Fund L.P., as the initial lender and the agent, SPUD as the 
borrower, and certain SPUD subsidiaries as guarantors for a loan in the principal amount of $28,000,000, bearing an 
interest rate of 15% calculated annually and compounded monthly, for which the principal amount plus interest is 
convertible into SPUD Common Shares at a price per SPUD Common Share equal to a 20% discount to the listing price of 
the Resulting Issuer’s shares on either the TSX or TSXV (the “Credit Facility”). 

On September 30, 2020, SPUD and Rainy Hollow Ventures Inc. (“Rainy Hollow”) entered into a letter of intent (the 
“Letter of Intent”) which outlined certain key terms and conditions pursuant to which Rainy Hollow and SPUD will complete 
a transaction that will result in a reverse take-over of Rainy Hollow by SPUD, whereby Rainy Hollow will acquire all of the 
issued and outstanding common shares of SPUD to form the Company, as the Resulting Issuer. 

In October 2020, SPUD launched a strategic partnership with Jak’s Beer Wine Spirits allowing SPUD.ca customers in 
the Greater Vancouver area to purchase a wide variety of beer, wine and spirits with a focus on offerings from local 
producers. 

On October 21, 2020, SPUD completed a brokered private placement financing pursuant to which it issued an 
aggregate principal amount of $15.5 million of unsecured convertible debentures (the “SPUD Convertible Debentures”), 
each Convertible Debenture being convertible upon certain events, including the proposed reverse take-over of Rainy 
Hollow by SPUD, into one SPUD Common Share at a conversion price equal to an amount representing a 15% discount to 
the listing price of the Resulting Issuer’s common shares on either the TSX or TSXV. 

On November 13, 2020, FoodX announced a strategic partnership with Vancouver’s Meridian Farm Market to 
deploy FoodX’s end-to-end, SaaS-based eGMS technology platform to manage the eGrocery services of the 30-year-old, 
family-owned chain. 

On December 1, 2020, FoodX announced its entrance into the U.S. market through the planned development of 
strategic partnerships with grocery retailers to use the FoodX eGMS technology platform to enable scalable and profitable 
entrance into the eGrocery market with the goal of delivering ecommerce profitability to U.S.-based grocers regardless of 
size. 

On December 21, 2020, SPUD entered into the Arrangement Agreement, replacing the Letter of Intent between 
the same parties, which sets out the terms of the reverse take-over of Rainy Hollow by SPUD by way of a statutory plan of 
arrangement under Section 288 of the BCBCA involving Rainy Hollow, SPUD and the securityholders of SPUD 
(the “Arrangement”). 

2021  

In January 2021, SPUD launched its SPUD Membership Program (the “Membership Program”) across all markets. 
The program offers exclusive member benefits including guaranteed delivery days, free delivery, increased savings on 
hundreds of subscribe and save items and reusable bins. As part of the launch of the Membership Program, SPUD also 
introduced a tiered delivery fee pricing structure for non-member customers. 

On January 26, 2021, FoodX announced a new market offering with Attabotics, a 3D robotics supply chain 
company and FoodX partner, to provide retailers of all sizes with a turn-key, highly flexible solution for automated micro-
fulfillment of fresh food. This end-to-end eGrocery offering is intended to enable retailer clients to reduce system 
implementation costs, increase speed to market and reduce unit economics in comparison to competing solutions, as well 
as leverage FoodX’s existing partnership with Microsoft for system control and supply chain analytics. 
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On March 9, 2021, the Arrangement Agreement was amended in order to adjust certain provisions of the 
Arrangement. 

On March 12, 2021, SPUD entered into a loan and security agreement among, inter alia, SPUD, certain subsidiaries 
of SPUD and Silicon Valley Bank (“SVB”) on March 12, 2021, providing for a secured revolving loan facility of up to $15.0 
million (the “SVB Loan”). The SVB Loan is secured by a first priority cash collateral and matures on March 12, 2023, and 
bears interest at the greater of (i) a floating per annum rate equal to 3.05% above the Canadian Prime Rate and (ii) 5.25%, 
which is payable monthly. The SVB Loan has financial covenants requiring a specified minimum trailing three and six month 
EBITDA and a minimum liquidity coverage ratio of 1.50:1:00. 

On April 7, 2021, SPUD, Rainy Hollow and Carrefour entered into an amended and restated Equity Participation 
Right Agreement (the “Amended and Restated Equity Participation Right Agreement”), effective upon completion of the 
Arrangement, wherein, subject to the vesting conditions set out below, Carrefour was granted the right (the “A&R Equity 
Participation Right”) to purchase such number of Common Shares of the Resulting Issuer equal to 9.9% of the Common 
Shares, on an undiluted basis, calculated on a post-issuance basis, issued and outstanding at the time of exercise of the A&R 
Equity Participation Right upon payment to the Resulting Issuer of a price per Common Share equal to a 15% discount from 
the volume weighted average trading price per Common Share for the five trading days immediately preceding the date of 
exercise, subject to the approval of the TSX. The A&R Equity Participation Right would only vest and become exercisable 
upon the execution of a SaaS agreement between FoodX and Carrefour or one of its affiliates for the European territory 
contemplated in the Amended and Restated Equity Participation Right Agreement (the “Carrefour SaaS Agreement”). 
Following the execution of the Carrefour SaaS Agreement, Carrefour may exercise the A&R Equity Participation Right, in 
whole or in part, at any time and from time to time prior to 5:00 p.m. (Vancouver time) on the date that is 18 months 
following the date of the execution of the Carrefour SaaS Agreement. Subject to the terms and conditions of the Amended 
and Restated Equity Participation Right Agreement, if and whenever Carrefour (together with one or more affiliates) 
exercises the A&R Equity Participation Right for a number of Common Shares equal to at least 9.9 % of the then issued and 
outstanding Common Shares, and as long as thereafter Carrefour (together with its wholly-owned affiliates) does not either 
(i) sell (or otherwise dispose of the economic interest attached to) any of the Common Shares which sale would result in 
Carrefour (together with one or more affiliates) holding (or retaining a full economic exposure to) less than 7.5% of the 
issued and outstanding Common Shares or (ii) without selling or otherwise disposing of the economic interest in any of the 
Common Shares, cease to hold (as a result of dilutive common share issuances) at least 5% of the issued and outstanding 
Common Shares, Carrefour will be entitled to nominate one individual for appointment or election as a director of the 
board of directors of the Resulting Issuer. As the conditions governing the A&R Equity Participation Right have been met, 
the rights as described in the Amended and Restated Equity Participation Right Agreement may be exercised by Carrefour, 
in whole or in part, at any time prior to November 7, 2022. 

On April 16, 2021 the Credit Facility was repaid in full by SPUD and extinguished. 

On April 16, 2021, the Company completed the Qualifying Transaction, which consisted of a reverse take-over of 
Rainy Hollow by SPUD by way of the Arrangement in accordance with the Arrangement Agreement. In connection with the 
Qualifying Transaction, the Company changed its name from “Rainy Hollow Ventures Inc.” to “Freshlocal Solutions Inc.” 

Events Following the Arrangement Agreement 

Following completion of the Qualifying Transaction, the Common Shares commenced trading on the TSX on April 
21, 2021 under the symbol “LOCL”. 

On May 4, 2021, the Company announced the commencement of operations of Carrefour’s new e-commerce 
fulfilment centre in Belgium, capable of efficiently processing a wide variety of products, including dry, fresh and frozen. 
The new facility has at its core the FoodX SaaS-based eGMS to improve the productivity and profitability of operations and 
the customer experience. Under the Belgium SaaS Agreement, FoodX is entitled to fees related to engineering and 
implementation, as well as recurring revenues. 
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In June 2021, based on the Company’s strategic decision to focus its efforts toward its eGMS platform, it ceased its 
third-party logistics operations from its Trapp fulfillment facility located in Burnaby, British Columbia. The additional space 
available at the facility can now be used to expand the Company’s SPUD.ca product offering. In conjunction with the 
elimination of its third-party logistics operations, the Company recognized $3.9 million in revenue related to an onerous 
contract and an off-setting expense to selling, general and administration expenses. 

In July 2021, the Company completed the strategic merger of its two Greater Vancouver fulfillment centers, thus 
allowing SPUD.ca’s British Columbia customers to access its full 12,000 SKU product assortment. This facility consolidation is 
intended to generate positive operational efficiencies through a reduction in facility overhead expenses, a reduction in on-
hand inventory and routing optimization. 

On August 10, 2021, the Company announced that it had received TSX approval to extend the expiry date of a total 
of 300,000 outstanding Common Share purchase warrants (the “Extended Warrants”) issued to an arm’s length finder on 
August 25, 2016. The original expiry date was August 25, 2021 and the new expiration date was December 31, 2021. The 
exercise price of the Extended Warrants remained unchanged at $2.70. The effective date of the extension was August 24, 
2021. 

On August 11, 2021, the Company announced the addition of Douglas Harrison, a leading executive in the global 
supply chain and food businesses, to its corporate Advisory Board. The role of Freshlocal's Advisory Board is to help the 
business achieve its corporate objectives and build upon the important customer wins it has secured to date in the global 
online grocery business. 

On September 27, 2021, the Company announced the appointment of Simon Cairns, a leading executive in 
technology platform services, to the newly created leadership role of President, FoodX. Mr. Cairns stepped down from his 
role of President at FoodX on December 14, 2021 in order to assume the position of Chief Executive Officer of Freshlocal. 

During the year the Company launched expansions into additional service regions including Central and Southern 
Albert and the Thomson Okanagan region further increasing service coverage and revenue potential.  The Company also 
announced its expansion into the Northern portion of Vancouver Island in the first quarter of calendar 2022 as well as 
offering its full SKU assortment to all Vancouver Island customers. 

RECENT DEVELOPMENTS  

As at October 2, 2021, the Company was in breach of the following two covenants under the terms of the SVB 
Loan: (i) the maintenance of a minimum liquidity coverage ratio of at least 1.5:1 at period end; as at October 2, 2021, this 
ratio was 0.53:1; and (ii) the maintenance of minimum EBITDA acceptable to SVB of negative $5.2 million for the trailing six 
months ending on October 2, 2021; as at October 2, 2021, the Company’s EBITDA for the trailing six months was negative 
$11.8 million (the “SVB Breach”). 

On November 18, 2021, the Company entered into a letter agreement with Pender Growth Fund Inc. (“PGF”), and 
a fund managed by PenderFund Capital Management Ltd. (together with PGF, “Pender”) (the “Letter Agreement”). 
Pursuant to the Letter Agreement, until the Convertible Debentures purchased by Pender in the Convertible Debenture 
Private Placement are repaid or converted in full, and thereafter so long as Pender continues to beneficially own or control, 
directly or indirectly, not less than one million Common Shares, the Company has agreed to ensure that its Board of 
Directors is comprised of no more than five directors. In addition, Pender has the right to designate one person to be 
nominated for election at each annual or special meeting of shareholders of the Company at which directors are to be 
elected to the Board of Directors, with such person to serve as the Chair of the Company's Board of Directors. 

 
On December 2, 2021, in connection with the SVB Breach, the Company entered into a forbearance agreement 

with SVB (the “Forbearance Agreement”) which applies to existing covenant defaults through January 15, 2022 (the 
“Forbearance Period”). In accordance with the Forbearance Agreement, the Company paid SVB a forbearance fee and 
agreed to meet the following milestones during the Forbearance Period:  

 the Company must complete a capital raise of at least $10,000,000 (this condition was met upon the 
closing of the Convertible Debenture Private Placement as described below); 
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 the Company must obtain a net cash advance from a new credit facility of at least $3,500,000 on or 
before the expiration of the Forbearance Period, to which SVB has already provided its consent; 

 periodic and continuous reductions in the amount of the SVB Loan available to the Company commencing 
on December 3, 2021; and 

 an amendment to the rate of interest payable on amounts borrowed under the SVB Loan such that the 
interest rate will be the greater of (i) a floating per annum rate equal to 3.80% above the Canadian Prime 
Rate (an increase from 3.05%) and (ii) 5.25%, payable monthly. After the Forbearance Period, the interest 
rate will revert back to its original terms under the SVB Loan. 

On December 2, 2021, the Company completed the first tranche of its $13.9 million brokered private placement 
(the “Convertible Debenture Private Placement”) of convertible debenture units (the “Convertible Debenture Units”) 
under which it issued 12,415 Convertible Debenture Units at a price of $1,000 per Convertible Debenture Unit for aggregate 
gross proceeds of $12.4 million. The Company closed the second tranche of the Convertible Debenture Private Placement 
for an additional 1,500 Convertible Debenture Units for an amount of $1.5 million on December 23, 2021. Each Convertible 
Debenture Unit is comprised of (i) one 8% subordinated unsecured convertible debenture of the Company (“Convertible 
Debentures”) in a principal amount of $1,000, are convertible into Common Shares at a conversion price of $1.90 per 
Common Share, subject to adjustment in certain events and maturing on December 31, 2024 (the “Maturity Date”); and (ii) 
263 common share purchase warrants of the Company (the “Warrants”). Each Warrant entitles the holder thereof to 
purchase one Common Share at a price of $1.25 per Common Share until the Maturity Date. 

On December 4, 2021, the Company repaid $1.5 million of the loan balance outstanding under the SVB Loan. 

The Company is currently advancing the development of its second Carrefour facility, with go-live of the facility 
planned for the first quarter of calendar 2022. 

The Company continues to build upon its FoodX eGMS platform including the following new features and 
improvements: 

 End-to-end fulfillment and inventory, allowing for increased operational efficiencies and fill rates. 

 Improved pick path efficiency. 

 Transportation management allowing for real-time fleet visibility and meeting customer service level 
agreements. 

 Introduction of a new learning solution with a centralized learning repository for efficient onboarding and 
training in addition to ongoing updates for existing employees. 

 Heatmap volumetric imaging to provide real-time density optimization. 

 Implementation and launch of a store mobile app allowing for the seamless addition of new click-and-
collect locations. 

 Launch of the SaaS eGMS Fresh module which offers real-time visibility of product freshness, allows for 
seamless shelf-life management and procurement optimization, while reducing food waste. 
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COVID-19 Impacts and Measures 

The World Health Organization declared COVID-19 a global pandemic on March 11, 2020, and the outbreak has 
had a significant impact on the Company’s overall business and operations. As the Company is considered an essential 
service in Canada, Freshlocal has continued to operate without interruption. 

At the onset of the pandemic, the Company created a COVID-19 task force to implement preventative safety 
measures to mitigate the risk of COVID-19 transmission while allowing the Company to continue to operate throughout the 
pandemic. These measures allowed the Company to continue to operate safely and included, but are not limited to: 

 Enhanced hygiene procedures, including increased cleaning frequency at all of the Company’s facilities. 

 Social distancing measures put in place for the health and safety of employees, including physical safety 
barriers and significantly reduced capacity of all office and common areas. 

 Mandatory non-contact COVID-19 screening, including temperature checks, for all employees and visitors 
entering any facility. 

 Partial work-from-home for all employees not required to be physically present on site, including the 
development of work-from-home policies to support remote working for all eligible employees. 

DESCRIPTION OF THE BUSINESS 

Summary 

The Company is a Vancouver-based company that provides organic and natural foods via its online platform 
through which consumers can order and schedule delivery of produce, groceries and other essentials. Building upon its 
online grocery capabilities, the Company has also developed a SaaS technology platform, the FoodX eGMS, which facilitates 
the creation of an integrated food business ecosystem that includes online retail, community retail locations, food 
preparation services, wholesale and last mile distribution. FoodX functions as a scalable end-to-end eGMS designed to meet 
the needs of large and small grocery retailers while providing profitable unit economics. 

The Company’s corporate mission is to innovate food systems for people, planet and prosperity. Its solutions allow 
consumers to easily purchase the highest quality products for delivery fresh to their doorstep, while minimizing 
environmental impact. Local producers and farmers that follow sustainable practices are at the very core of its ecosystem. 
The Company has successfully leveraged its depth of storefront and online grocery experience to introduce new technology 
solutions that are designed to cost effectively and sustainably support the global growth in the online grocery business. The 
Company’s long-standing commitment to sustainable business practices is exemplified by B Lab’s, a non-profit organization 
which administers the B Corp certification process, certification of SPUD as a B Corp, being businesses that meet the highest 
standards of verified social and environmental performance, public transparency, and legal accountability to balance profit 
and purpose, in November 2013. 

Consumer behaviour is currently undergoing two fundamental shifts from which the Company believes it is 
strategically positioned to benefit. Consumers are rapidly changing the way in which they shop for groceries, shifting from 
traditional retail to online, a trend that has accelerated materially within the past year due to the global COVID-19 
pandemic. Consumers are also more aware of the challenges faced by society to ensure the sustainability of the global food 
chain, with 73% of consumers stating in a survey conducted by NielsenIQ that they would consider a change in shopping 
habits to reduce their impact on the environment.

2
 The Company believes that by continuing to invest in automation 

technology, building its data platform, increasing the depth and sustainability of its product offerings, and improving its 
environmental practices, it will be competitively positioned to capture opportunities for long-term growth and profitability 
given these fundamental shifts in consumer behavior. 

                                                 

2
 Nielsen (2018). Unpacking the Sustainability Landscape. 
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The Company, by virtue of its wholly owned subsidiary, SPUD, began its business in 1997 as a pure play, online 
purveyor of local and organic groceries with its own backend proprietary technology. The Company’s business is now 
comprised of the three following business segments: 

 eGrocery – The Company’s eGrocery business segment is comprised of four eGrocery fulfillment centres 
serving the Greater Vancouver, Vancouver Island, Kelowna, Calgary and Edmonton regions, operating 
under the “www.SPUD.ca” banner. SPUD.ca offers a comprehensive assortment of fresh, local, and 
organic produce and grocery products ordered online from a wide range of brands and delivered to 
customers daily. The operating and financial results of the Company’s brick and mortar retail locations in 
B.C. operating under the “Be Fresh” and “Organic Acres” banners are included within the segmented 
information for the eGrocery business segment. 

 eGMS Technology Platform – The Company’s SaaS eGMS technology platform, which operates under the 
“FoodX” banner, is comparatively new and the Company believes to be a highly prospective business 
segment, which partners with global retailers to offer a complete solution for logistics, automation and 
supply chain management for the eGrocery services offered by retailers of any size. The financial results 
of the Company’s FoodX eGMS technology platform are currently reported within the eGrocery business 
segment. 

 Blush Lane – The Company’s Blush Lane business segment represents the brick and mortar retail grocery 
locations operating under the “Blush Lane Organic Market” banner, which includes four brick and mortar 
retail locations located in Alberta, all of which are owned and operated by Blush Lane Organic Produce 
Ltd. The stores offer a full assortment of predominantly organic groceries and health products, as well as 
the Company’s “Be Fresh” private label brand. 

Industry Overview 

Changes under way in global consumer patterns are leading to a dramatic rise in ecommerce purchases and 
commercial activities are increasingly moving online. While these changes are taking place across multiple product and 
service categories, it is strongly the case in the food and grocery market. To date, the shift to eGrocery has been dramatic. 
On a near-term basis this activity has been undeniably accelerated and, in many ways, necessitated by the effects of the 
global COVID-19 pandemic on consumer behaviours and preferences. 

According to the Food Market Institute, by the year 2025, the eGrocery market is expected to comprise 
approximately 30% of online food and beverage sales in the US

3
. Rising in-store competition and the inclusion of online 

fulfillment expenses in the cost structure of the grocery business are expected to put already thin grocery margins under 
additional pressure. From the local corner store to the multi-national enterprise, grocers of all types must carefully examine 
these shifting market dynamics and prepare their businesses to adapt to new market realities. 

Online Grocery in North America 

The Canadian online grocery market is expected to experience dramatic growth in the next five years, a trend that 
has been catalyzed by the impacts of the global COVID-19 pandemic on the consumption habits of Canadian consumers. In 
Canada, according to pre-COVID data, only 1.5%-1.7% of Canadian groceries were purchased online, compared to 7% in the 
US and 10% in the UK. In June 2021, a survey of Canadian consumers conducted by Edelman, on behalf of Paypal, found 
that 49% of respondents had shopped for groceries online. More notably, evidence suggests that online shopping could 
become a permanent consumer behavior, with 50% of respondents indicating they expect to continue shopping online for 
groceries and other home items once the pandemic is over

4
. 

To support the growth in eGrocery, industry players will need to address structural and cost-related challenges. 
The current in-store eGrocery fulfillment model poses multiple hurdles for grocers, including prohibitive costs and the 
potential for negative customer experiences. eGrocery operations require new operational systems, processes and 

                                                 
3
 The Food Industry Association (FMI) & Nielsen (2020), Digital shopper report. 

4
 Trends & Spends, Paypal Canada Consumer Report, June 2021. 
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expertise; legacy assets and technologies are typically not configured for effective grocery delivery, product pickers in 
grocery aisles deplete inventory and can be disruptive to in-store shopping and limited in-store fulfillment capacity requires 
frequent capital expenditures to meet demand. The Company believes it is well positioned vis-à-vis other industry players, 
as it is and has always been focused on eGrocery.  

Online Grocery in Europe 

To date, the Company has made inroads into the European eGrocery market, and it places the region among the 
most prospective markets for its FoodX eGMS technology platform. A study conducted by PWC stated that pre-pandemic, 
18% of European consumers living in urban areas using eGrocery as the main channel for grocery purchases. Significant 
growth in European eGrocery occurred in 2020, with eGrocery as the primary channel as of September 2020 moving to 
28%. 70 to 90% of European consumers who started buying groceries online indicated that they plan to continue shopping 
for groceries online to the same extent as before the pandemic. Further, European consumers are increasingly focused on 
the reduction of food waste that relates to their grocery purchases. According to market research firm Rubikloud, two 
thirds of grocery shoppers in France, the UK, and Germany indicated they would be more likely to remain loyal to a 
supermarket that has made a firm commitment to reducing food and packaging waste. The Company believes that its 
services and solutions, which focus on packaging reduction/recycling as well as dramatic reductions in food waste, will face 
increasing demand as the focus on the long-term sustainability of the global food system continues to strengthen. 

Competitive Advantages 

The Company’s Omni-channel approach 

The Company’s business activities span a diverse set of markets and offerings including online retail, community 
stores, commissary and food preparation services and distribution in Canada, combined with its SaaS-based eGMS 
technology platform for domestic and global markets. The Company’s broad capabilities and market reach enhance its 
access to opportunities while strengthening the resilience of the overall business. 

Superior Customer Experience 

The Company is focused on delivering an exceptional customer experience across its services. SPUD.ca customers 
benefit from features such as an open order basket, which allows customer orders to remain open until shortly before 
scheduled delivery times, which improves order completion, accuracy and promotes a positive customer experience. 
Addressing the needs of potential eGrocery partners for the FoodX eGMS technology platform is also essential. A key 
differentiator from competing offerings comes in the form of data protection – FoodX’s white label approach for its eGMS 
allows retailer partners to retain and protect valuable customer data while continuing to build their own brand loyalty, 
reducing data-related risks created through outsourced solutions, a factor that is of growing concern to FoodX’s target 
customers. 

Strong Partnerships and Corporate Customers 

Throughout its corporate history, the Company has recognized and cultivated the value that can be gained from 
strong community and business partnerships to enhance its capabilities and support better outcomes. To date, the 
Company’s FoodX business group has established key technology partnerships with Microsoft and Attabotics for the 
development of its eGMS platform, and these relationships are expected to support a strong, competitive offering when 
pursuing opportunities within the global eGrocery market. The Company has also secured important anchor clients for 
deployment of its SaaS-based eGMS technology platform, including Carrefour, which is working in partnership with FoodX 
on an initiative serving the Belgian grocery market. These partnerships serve as key points of validation for the Company’s 
market approach and the potential of its business model. 

Impact-focused Sustainability Benefits 

In addition to offering customers a broad selection of products centred on local, fresh, organic choices, the 
Company’s business model and operating approach address specific environmental challenges within the grocery business, 
including packaging, food waste and delivery: 
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 Reducing waste by minimizing the use of packaging – On a global basis, the packaging sector is the largest 
producer of plastic waste. To its knowledge, the Company is the first online grocery provider to take end-
to-end responsibility for the packaging it sells, supported by its reverse logistics technology which 
facilitates recovery of non-recyclable plastics, its re-useable totes and packaging, and which minimizes 
single-use plastics. 

 Holistic approach to reducing food waste – There is consistent evidence that a dramatic portion of the 
world’s food supply is wasted each year before it reaches the store shelf. The Company believes that the 
systems design approach used by SPUD and FoodX is highly effective in reducing food waste to levels far 
below industry standards. The Company’s commitment to reducing food waste has proven successful – 
with the Company’s online operations having the lowest food waste (0.5%), to the Company’s knowledge, 
of any grocery store in Canada. 

 More efficient vehicle use and reduced emissions through delivery optimization – The Company’s eGrocery 
platform is designed to optimize vehicle utilization and routing which brings important benefits in the 
form of reduced vehicle operating times and lower vehicle emissions. 

 Product selection focused on fresh, local, organic – The Company places strong emphasis on locally-
sourced, organic, GMO-free products. The distance food travels from producers to the Company’s 
warehouses is listed on the Company’s online portal, helping customers make educated choices about the 
impact of the products they buy. For products that cannot be sourced locally, the Company works with 
sustainable, organic and fair-trade growers. The Company’s commitment to its customers is to be 
transparent about where their food comes from. 

Building Upon Extensive Experience in Grocery and eGrocery 

The Company’s business has evolved along a path that has allowed new initiatives and innovations to be built on a 
base of significant operating experience, and a comprehensive understanding of how technology as well as customer needs 
are changing. SPUC.ca was introduced as a result of the Company’s belief in the strong potential of online grocery, a 
learning gained as the Company successfully operated its retail storefronts. SPUD.ca’s services were also established using 
limited physical space and small initial fulfillment footprints, and this constraint proved beneficial to the Company’s abilities 
to successfully operate and develop its solutions with space optimization at the core of its skills. The Company’s capabilities 
and vision have also served as a foundation for the development and introduction of its SaaS-based eGMS technology 
platform for global markets. The Company’s eGMS offering was developed with SPUD.ca as its first customer; this has 
brought tangible advantages both during development, and as FoodX has pursued and secured new customers such as 
Carrefour. 
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Principal Products and Services 

The principal business activities of the Company are:  

eGrocery – The online sales and distribution of grocery products in select Western-Canadian markets including Vancouver, 
Victoria and Kelowna in British Columbia, and Calgary and Edmonton in Alberta via the SPUD.ca online portal and its Be 
Fresh and Organic Acres retail stores in Vancouver. SPUD.ca is the primary business within the Company’s  eGrocery 
business segment and comprised 73% and 77% of its revenues for its financial years ended October 3, 2020, and October 2, 
2021 respectively.  

Blush Lane brick and mortar storefronts – The Company’s operation of its Blush Lane retail stores in Calgary and 
Edmonton. Sales through the Company’s Blush Lane business segment comprised 35% and 28% of financial years 2020 and 
2021 revenues respectively.  

FoodX SaaS-based eGMS technology platform – The development and sale of the SaaS-based eGMS technology platform to 
international and domestic grocery store operators (current customers include Carrefour Group and Meridian Farm 
Market). FoodX currently works with grocery retailers in Western Canada and Europe and recently expanded its market 
reach into the U.S. eGrocery market. Operating results of FoodX are included in the eGrocery business segment. 

eGMS – the FoodX SaaS Opportunity 

The Company believes that FoodX is well positioned to address the challenges inherent in the provision of 
eGrocery services by retailers of all sizes. FoodX’s proprietary eGMS platform has been developed as an end-to-end solution 
to support profitable online grocery fulfillment and facilitate seamless integration with existing grocery ERP systems. The 
FoodX eGMS technology platform can be rapidly deployed, requires capital investment levels that are materially lower than 
competitive offerings, and supports industry-leading unit economics. Its main components and capabilities are:  

 Inbound – Integrates with existing technology assets and is customizable to unique business operations.  

 Inventory – Live visibility through real-time data flows between eCommerce platform and facility systems.  

 Pick & Pack – Integrated intelligence and balanced automation for efficient picking, packing and replenishment.  

 Delivery – Route optimized delivery software, passive cooling and reverse logistics create an amazing customer 
experience.  

From a performance perspective, the Company believes that the FoodX eGMS technology platform outperforms 
industry standards across several key metrics:  

 Delivery accuracy utilizing the FoodX eGMS technology - 98%  

 Food waste as a % of sales - 0.5%  

 Fill rate using automated fulfillment - 99%  

FoodX has developed its end-to-end SaaS-based eGMS service offering to bring significant value to a multitude of 
customer types, acting as a foundation for cost-effective provision of eGrocery services by retailers, often for the first time. 
The FoodX business model focuses on the following configurations for the cost-effective deployment of its eGMS:  

 Micro-fulfillment – FoodX’s micro-fulfillment eGMS is for use within a smaller facility located inside or adjacent to 
a retail grocery store (1,000 to 10,000 square feet). This offering allows smaller retailers to offer online solutions to 
their customers, a factor that is especially important due to the challenges faced by retailers and caused by the 
global COVID-19 pandemic. The Company’s fulfillment centres located in Victoria, Calgary and Edmonton are 
examples of its micro-fulfillment deployments.  
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 In Store – The FoodX eGMS can be deployed within a retailer’s current location and occupies a midsized footprint 
(5,000 to 20,000 square feet). The In Store option also provides important support for the adoption of online 
capabilities as a result of the accelerated adoption of eGrocery by consumers.   

 “Dark Stores” – The “dark store” eGMS is a larger-format, separate, dedicated location with a footprint between 
10,000 and 100,000 square feet. The FoodX fulfillment centre located in Metro Vancouver is an operating example 
of a successful “dark store” deployment.   

For the offering of the FoodX eGMS technology platform, the Company has carefully developed its technical and 
business capabilities through access to development funding such as a collaboration with the DTS, and solutions-focused 
technology partnerships with leading players such as Microsoft. Further platform advancements have been achieved 
through joint work with global retailers including Carrefour in the Belgian eGrocery market. Technology and business 
advancements made by FoodX are led exclusively by FoodX personnel and are not controlled on its behalf by external 
parties.  

eGrocery Services – SPUD.ca 

The Company’s online eGrocery business, SPUD.ca, features a web-based ecommerce portal through which 
customers may access a broad variety of fresh food, grocery, and other essentials for selection into their online order 
basket, secure purchase through SPUD.ca’s online purchase engine, and arrange delivery to a destination of the customer’s 
choosing. Customer orders are typically fulfilled on a next-day-delivery basis. Prices are generally inclusive of delivery and 
SPUD.ca currently serves customers in the British Columbia markets of Vancouver, Victoria and Kelowna, and the cities of 
Calgary and Edmonton in Alberta.  

From its B.C. and Alberta-based facilities, the Company is currently capable of reaching approximately three million 
Canadian households with its SPUD.ca online eGrocery service offering. The Company currently has approximately 12,000 
branded products across several categories including bakery, dessert, meat and seafood, drinks, pantry, produce, snacks, 
dairy, health and kitchen essentials, with plans to expand to 15,000 branded and private label products in the coming years.  

Freshlocal’s Channel to Market – Payment for purchases on SPUD.ca are made through a secure online payment 
portal and are primarily paid for by credit card. To complete a purchase, customers must either register as users of the 
purchase portal or become a SPUD.ca member through a monthly or annual subscription. Delivery scheduling is highly 
flexible - order delivery times can be scheduled between 24 hours and up to 14 days following order placement, and same-
day delivery is available in select markets. Once orders are confirmed, product sourcing for fulfillment is conducted with a 
focus on “just in time” delivery which brings cost savings in the form of reduced inventory and food waste/spoilage.  

Throughout the multiple steps taken in the fulfillment of a customer order, efforts are made to drive efficiency and 
reduce waste. Every reusable SPUD bin used for order delivery replaces the use of approximately three plastic bags. When 
possible, insulated and reusable freezer jackets are used to keep food cool while replacing the use of throwaway insulation. 
An important example of the Company’s focus on applying innovative thinking is its open order basket capabilities which 
allow customer order baskets to remain open until the time of delivery, which improves order accuracy and supports an 
exceptional customer experience.   

For customer deliveries completed through SPUD.ca, the Company operates and maintains its own fleet of 
branded delivery trucks. SPUD.ca has dedicated significant resources and innovation to its approach to order fulfillment, 
and its strong capabilities in these areas has led to positive impacts in the form of significantly reduced product waste, 
fewer truck trips, and reduced fuel costs and vehicle-related emissions.  

Visitors to the SPUD.ca website are offered a “pop-up” incentive to encourage site use and membership 
subscription. SPUD.ca membership brings benefits including product discounts, free/lower-cost delivery, and other 
incentives. The Company’s referral program offers a discount to new customers that customers invite to the Company’s 
stores, and customers get account credits for each new referral.   
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SPUD.ca seeks new customers through digital advertising as well as targeting customer groups by leveraging 
current customers to profile and identify prospective customers with strong conversion potential. Along with the 
Company’s “refer a friend” program, paid performance marketing is an important funnel for securing new customers.  

The Company is dedicated to delivering superior customer experiences, which brings direct business impacts in the 
form of increased average order size and high retention rates, and strong customer loyalty is also supported through the 
Company’s membership and points programs. The Company builds brand awareness and market share through out-of-
home advertising including transit (buses and exchanges), billboards, TV and radio. The Company employs a third-party 
media company to secure all out-of-home marketing, which ensures competitive rates for media purchases. The Company 
actively uses social media platforms (Instagram, Facebook, LinkedIn, Twitter and Pinterest) to build further brand 
awareness and increase active engagement with both active as well as potential customers.   

As at the Company financial year ended October 2, 2021, there were 26,534 eGrocery Active Customers on 
SPUD.ca , and the Average Order Size for the period was $123. 

Technology and Product Development 

The Company is focused on value-added investment across its business segments to support exceptional customer 
experience, service functionality, and innovation. The Company pursues continuous improvements in its business practices 
and technologies to achieve customer service improvements and lower unit costs while reducing the environmental impact 
of its activities.   

The Company is committed to technology leadership. The Company has always operated its own front-end website 
and user experience, and it has also developed its own backend proprietary software to support the SPUD.ca eGrocery 
website since its inception in 1997.  

Since the beginning of its fiscal year ended October 2, 2021, the Company has onboarded over 35 skilled 
technology employees into pure technology roles. The Company’s current technology team is currently comprised of 
approximately 65 employees, and capabilities are further augmented with approximately 20 additional outside contractors. 
The Company expects to continue to expand its pool of technology-focused talent as it builds its business. The Company 
also engages other technology firms for access to additional development resources and expertise. As well, the Company 
employs approximately 20-30 employees who are dedicated to the technology team in support roles.  

Approach to Suppliers, Sustainability and Community 

The Company believes that it takes its services one step beyond when it comes to its communities and the 
environment, in line with the Company’s efforts to pursue sustainability at every stage of its business, from farm to fork. 
Throughout the Company’s operations and administrative offices, sustainable business practices are followed.   

Along with the Company’s customers, employees and communities, the Company’s suppliers are considered one 
of its most important stakeholder groups. The Company adheres to a strict Sustainable Purchasing Policy for the 
procurement of all products sold to customers, and its supplier base is centred on local producers that prioritize sustainable 
practices.  

The Company’s goal is to buy from as many local farms and suppliers as possible, which results in fresher, tastier 
food for customers, while bringing benefits to local communities.  

The Company is currently pursuing a series of carbon neutral goals. The Company buys local whenever possible to 
reduce transportation-related greenhouse gas emissions. On every invoice, each customer does its part to reduce emissions 
by paying a modest 22 cent per order carbon charge which supports emissions-free customer deliveries.   

The Company is actively working toward a goal of zero waste and has adopted a comprehensive approach to 
reducing the product packaging that enters the local waste stream. Throughout its operations, the Company collects and 
reuses a wide variety of difficult to recycle items and the Company’s takeback program allows customers to return 
packaging from an expanding set of suppliers for recycling into products like outdoor furniture. The Company’s delivery 
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capabilities also support improvements in customer recycling practices as customers are encouraged to put recyclable 
items in the bins in which they received their deliveries for recycling once they are returned to the Company’s warehouses. 
As a health precaution, the Company’s recycling programs were placed on hold, with certain exceptions, in 2020 due to the 
COVID-19 pandemic.  These recycling programs have resumed in 2021 with some modifications to continue to prioritize 
health and safety. 

Regarding the Company’s grocery purchasing practices, product orders are placed and food is prepared on an as-
needed basis whenever possible, with products like local bread, salads, soups and other meals made fresh when customers 
order them, so over-ordering is avoided. The Company’s inventory technology allows for predictive ordering and better 
inventory control of produce, an important contributor to the Company’s ability to materially reduce food waste.  

The Company believes in the value of its communities in building its brand, reputation and capabilities. The 
Company’s Community Outreach Program is a partnership between the Company and local non-profit organizations 
through which local causes are supported by using the Company’s delivery system to collect needed items including 
donations of clothing, toiletries, household items and children’s toys from its customers. Donations are provided directly to 
charitable foundations that the Company is partnered with for that month. 

Facilities 

British Columbia 

 Burnaby Fulfillment Centre – The Company operates a 74,000 square foot “dark store” format eGrocery fulfilment 
centre in the Metro Vancouver area. Its daily fulfillment capacity is 5,000 orders with expansion potential to 5,500 
orders a day. This facility serves SPUD.ca customers in Greater Vancouver and surrounding area as well as the 
Kelowna market.  

 Victoria Fulfillment Centre – The Company operates a micro-fulfillment centre in Victoria. This facility serves 
SPUD.ca customers on Vancouver Island.  

 The Company’s corporate head offices are located in Burnaby, B.C.  

 The Company owns and operates a total of two brick and mortar grocery retail locations in the Metro Vancouver 
area under its “Be Fresh” and “Organic Acres” banners.  

Alberta 

 The Company owns and operates four brick and mortar grocery retail locations in Alberta under its Blush Lane 
Organic Market banner, with three locations in Calgary and one in Edmonton.  

 Calgary Fulfillment Centre – The Company operates a “dark store” format eGrocery fulfillment centre in Calgary. 
This facility serves SPUD.ca customers in Calgary and surrounding areas.  

 Calgary Support Warehouse – The Company operates an eGrocery support warehouse in Calgary. This facility 
serves both Blush Lane locations and SPUD.ca customers in Calgary and surrounding areas.  

 Edmonton Fulfillment Centre – The Company operates an eGrocery micro-fulfillment centre in Edmonton. This 
facility serves SPUD.ca customers in Edmonton and surrounding areas.  

All of the Company’s brick and mortar retail as well as fulfillment centre locations are equipped with the 
equipment necessary to ensure product freshness and safety across a variety of different product types and operating 
conditions. In many locations, components such as freezers, coolers, ambient temperature rooms and other equipment are 
used to manage up to five separate temperature requirements for the products processed in that location. All facilities are 
designed and equipped in adherence to high standards of employee and product safety, and to optimize efficiencies. 
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Employees 

At the end of its financial year ended October 2, 2021, the Company had approximately 950 employees. The 
Company’s leadership and diverse employee base bring deep global and domestic grocery industry expertise and represent 
a core corporate strength as the Company builds its market presence and technological capabilities and pursues new 
innovations within the products and services it provides.    

Except for the collective agreement dated October 8, 2020 between SPUD and Local 213, the International 
Brotherhood of Electrical Workers (Union) which expires on October 7, 2023 covering one bargaining unit, no union 
representation exists respecting the Company’s employees and no collective bargaining agreement is in place, being 
contemplated or currently being negotiated. Executive officers and certain other employees that are core to the Company’s 
corporate strength have signed standard non-competition and non-solicitation undertakings in favour of the Company. 

Social, Environmental and Community Policies 

The Company has implemented social and environmental policies that are fundamental to its operations and 
which are aligned with its corporate mission to innovate food systems for people, planet and prosperity.  

SPUD is proud to be a Certified B Corporation since 2013, signifying the essential role the Company can play in 
solving social and environmental problems. To attain and maintain this certification, the Company must meet rigorous 
standards of social and environmental performance, accountability, and transparency. The Company’s employees believe 
that benefiting people and the environment is a core component of the Company’s corporate purpose, and the Company 
seeks to conduct its business in alignment with this commitment.  

The Company has published an Employee Handbook which all employees receive at the commencement of their 
employment. The Employee Handbook is a comprehensive description of the Company’s corporate objectives and purpose, 
the manner in which employees interact and perform their work, the Company’s commitments to its customers and 
communities, and its adherence to laws and industry best practices. The Employee Handbook encompasses specific social 
components related to workplace culture, corporate values, employee performance management and career development, 
and health and wellness. All employees must also adhere to the Company’s Code of Professional Conduct and its Respect in 
the Workplace Policy.   

The Company’s approach to environmental stewardship is embedded within all company activities, including its 
commitments to customers, communities and employees. The Company’s environmental practices have been developed to 
ensure its continued certification as a B Corp. The Company’s food purchasing practices are codified within its Sustainable 
Purchasing Policy.  

Competitive Conditions 

The markets in which the Company operates are facing increased levels of competition, with several market 
players pursuing expansion initiatives across similar market segments. Competitors include the supermarket industry and 
other conventional food retailers, online grocery service providers and eGrocery fulfilment platforms.   

With respect to online grocery, four of Canada’s major grocery companies have offerings in this segment - Sobeys, 
Metro, Loblaws and Walmart. The Company believes that it has proven capabilities to differentiate itself from other 
Canadian online grocery companies given the cost-effectiveness of its approach, its focus on sustainable products and 
business operations and its high levels of customer satisfaction. The Company believes that it holds a competitive position 
as one of the most capital efficient online grocery companies in Canada, led by a management team with deep experience 
in the global grocery market.  

With respect to FoodX’s eGMS technology platform, several companies are in the process of building fulfillment 
solutions for the global eGrocery business. The most direct competitor for the FoodX eGMS technology platform is Ocado 
Group plc due to the fact that they are offering an end-to-end solution. There are other entities, such as Takeoff 
Technologies Inc. and Fabric Inc., that are providing components of the end-to-end solution such as micro-fulfillment, front 
end software and routing.   
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Although the Company believes in the competitive positioning of both its consumer grocery and eGMS businesses, 
it expects competitive forces to remain strong. Some of the Company’s competitors may have specific resources that the 
Company does not have, such as larger fulfillment and distribution infrastructures, greater technical, financial and 
marketing capabilities, larger customer bases, and broader capabilities in offering eGrocery services to global customers. 
Mergers between competitors across the online grocery industry could also result in a significant impact on the competitive 
landscape in which the Company operates. Such factors may allow other industry players to increase revenues, improve 
customer acquisition capabilities, and be in a position to respond more effectively to changes in consumer demand than the 
Company. 

Seasonality and Cyclicality 

The operations and financial performance of the Company’s brick and mortar store locations, as well as its SPUD.ca 
online business are impacted to some degree by seasonality. The Company anticipates less demand for grocery delivery 
during popular holiday and vacation periods, and more demand during the latter part of the summer months due to 
consumers returning home for the school season. The Company anticipates increased packaging requirements to maintain 
grocery freshness and quality during warmer periods.  

Intellectual Property 

Proprietary Protection 

The protection of intellectual property is an important component of the Company’s business. The Company’s 
proprietary technology platform was built with exceptional customer experiences as the goal. The Company’s focus on 
highly effective order fulfillment allows us to complete and deliver orders direct to the Company’s online grocery customers 
in a cost-effective and efficient manner.  

The FoodX eGMS technology platform includes a rapid pack algorithm that decreases packing time and optimizes 
the use of space, picking software that uses machine learning to deliver instructions to warehouse packers, and proprietary 
delivery route optimization software that utilizes real-time data with an end goal of lowering retailers’ overall carbon 
footprint. These technologies are an essential component in the Company’s ability to deliver fresh food to retail customers 
faster, more sustainably and with less plastic. The Company’s technology-based solutions, which also includes its inventory 
technology which allows for predictive ordering and better inventory control of produce, have helped the Company to 
lower its food waste to 0.5% - a level that to the Company’s knowledge is the lowest of any grocery store in Canada.   

The technologies described above are essential components of the Company’s business. The Company’s 
commitment to deliver exceptional customer experiences relies on the effective use, operation and continued refinements 
of the technologies and systems used throughout its online grocery business and for the development of its FoodX eGMS 
technology platform.  

In accordance with industry practice, the Company protects proprietary rights through a combination of methods, 
including copyright, trade secret laws, trademarks and contractual provisions. The enforcement of the Company’s 
intellectual property rights depends on any legal actions against any infringers being successful. These actions may not be 
successful or may be prohibitively expensive, even when the Company’s rights have been infringed. See “Risk Factors”. 

Contractual Restrictions 

The Company takes precautions to prevent disclosure of the Company’s intellectual property and proprietary 
information by requiring employees and partners to execute non-disclosure and assignment of intellectual property 
agreements. Such agreements require the Company’s employees and partners to assign to the Company all intellectual 
property developed in the course of their employment or engagement. Non-disclosure agreements are also used to govern 
interaction with new and prospective business partners where disclosure of information may be necessary.  
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Trademarks and Branding 

The Company has developed a portfolio of brands with strong recognition in their target markets and is dedicated 
to maintaining valuable branding assets that align with its corporate values. At its financial year ended October 2, 2021, the 
Company was the registered owner of several trademarks in Canada including Food-X Technologies, eGMS, Blush Lane, 
Organic Acres Market, Be Fresh, Be Fresh Local Market, and SPUD. It also owns the www.SPUD.ca, www.FoodXtech.com 
and www.freshlocalsolutions.com domain names. The Company is committed to building awareness and connection to its 
core brands within the markets in which it is focused for its continued growth and success. 

Regulatory Matters and Industry Standards 

We are subject to a wide variety of laws, regulations and orders across all jurisdictions in which we do business, 
including those laws involving product liability, labour and employment, food safety, intellectual property, privacy, 
environmental, consumer protection, and other matters. 

Food Product Regulations 

We and our suppliers must comply with applicable federal and provincial regulations relating to the 
manufacturing, handling, preparation, and labelling of food products. This includes regulation of the handling and packaging 
of meat, poultry, fish and produce regulated by Health Canada, the Canadian Food Inspection Agency and applicable 
provincial regulatory authorities. We are also subject to pricing requirements with respect to certain products by applicable 
regulatory authorities or marketing boards. 

The manufacturing, handling, preparation, distribution and labelling of food products is regulated in Canada 
through federal and provincial authorities. On January 15, 2019, significant portions of the regulations enacted under the 
Safe Food for Canadians Act came into force in Canada. Most Canadian provincial and territorial jurisdictions impose their 
own regulatory regimes on the food industry. We continue to monitor for and support the cost of building, maintaining and 
testing compliance systems to ensure compliance with the regulatory environment.  

Employment Regulations 

We are subject to provincial labour and employment laws that govern our relationship with employees, including 
minimum wage requirements, overtime, working conditions, workplace health and safety standards, and payroll taxes. 

Consumer Protection Regulations 

We are subject to consumer protection legislation in each province in which we operate, including pricing 
requirements, prohibitions against false or misleading representations, and specific information to be included in customer 
orders and receipts. 

Lending Operations 

As of the date hereof, the Company does not conduct any lending operations, nor does it have in place any 
investment policies and/or investment restrictions. 
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RISK FACTORS 

There are certain risks inherent in an investment in the securities of the Company and in the activities of the 
Company. Although the Company believes that the risk factors described below are the most material risks that the 
Company faces, they are not the only ones. Additional risk factors not presently known to the Company, or that the 
Company currently believes are immaterial, could also materially and adversely affect the Company.  The occurrence of any 
of such risks, whether known or unknown, could materially and adversely affect the Company, its investments, prospects, 
cash flows, results of operations or financial condition, and negatively affect the value of the Common Shares. In that event, 
investors may lose all or part of their investment. 

Risks Relating to the Company and its Business  

The Company may not achieve its business objectives  

There can be no assurance that the Company will be able to implement its business strategy or achieve its business 
objectives. Past performance is not necessarily indicative of future results and there can be no assurance that the Company 
will achieve comparable results or that profitability targets will be met.  

The Company has a history of losses and may continue to incur losses in the future  

The Company has a history of losses and may continue to incur losses in the future. The Company has also incurred 
negative cash flows from operations which may continue in future periods. The Company can give no assurance that it will 
achieve profitability or generate sufficient revenues in the future to finance its operations and, as a result, the Company 
may be required to reduce or limit its operations. The Company may also be required to raise funds through the issuance of 
additional equity securities or through debt financing in order to finance its negative cash flow from operating activities 
until such time, if any, that the Company generates positive operating cash flows. There is no assurance that such equity or 
debt financing will be available or sufficient if needed or that these financings will be on terms favourable to the Company, 
or at all, all of which could have a material adverse effect on the Company’s business, financial condition, and results of 
operations. 

Key management  

A limited number of key senior management personnel are crucial to the Company’s success. Should the Company 
lose the services of such personnel and their abilities, expertise and professional judgement, there may be significant 
negative effects on the Company’s business, results or financial condition.  

Management of growth  

The Company’s growth is dependent on the generation of revenues through new customer acquisition for both its 
direct-to-consumer and SaaS businesses, increases in the number of purchase transactions from its consumer segments, 
strategic partnerships, the continued implementation and improvement of operational and financial systems, and effective 
expansion, training, and management of its employee base. Failure to perform the above may result in negative and 
significant effects on the Company’s business, results of operations, financial prospects and financial condition.   

Online disruption, collection of information and security  

The Company relies heavily on its proprietary ecommerce platform to deliver grocery products to the end 
consumer. Should any disruptions occur to the platform, there may be significant loss of sales, depending on the length of 
disruption. The platform is actively monitored and dependent on technology for prevention of cyberattacks and security 
breaches, which could interrupt the Company’s computer systems or expose customer information such as payment 
methods and related information. Such information is subject to federal, provincial, and foreign laws regarding privacy, 
storage and disclosure of data. 
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No significant incident attributable to the Company’s technology occurred over the past fiscal year. While the 
Company actively monitors and identifies best methods for online security, there is no guarantee that all unauthorized 
attempts to access the Company’s information technology systems can be prevented. Should such an event occur, the 
business, operations and financial condition of the Company may be negatively affected and, in more severe situations, 
damage to the Company’s reputation and exposure to legal proceedings may occur.  

The Company is also subject to federal, provincial and foreign laws regarding cybersecurity and the protection of 
data. The regulatory framework in Canada, the European Union and many other jurisdictions in respect of privacy issues is 
constantly evolving and is likely to remain uncertain for the foreseeable future. For example, the European General Data 
Protection Regulation (GDPR) became effective in May 2018 and replaced the data protection laws of each member state of 
the European Union. The GDPR significantly increased penalties for non-compliance with European data protection 
regulations. The interpretation and application of such laws is often uncertain and such laws may be interpreted and 
applied in a manner inconsistent with our current policies and practices or require us to make changes to our platform.   

The Company’s failure to comply with legal or contractual requirements around the security of personal 
information could lead to significant fines and penalties imposed by regulators, as well as claims by our partners, our 
customers and their consumers, our employees or other relevant stakeholders. These proceedings or violations could force 
us to spend the Company’s resources, result in the imposition of monetary liability or injunctive relief, divert management’s 
time and attention, increase our costs of doing business, and materially adversely affect our reputation and the demand for 
our solutions. 

Protection of intellectual property  

The Company relies on copyrights, trademarks, patents, intellectual property laws, confidentiality agreements with 
employees and third parties and other measures to maintain its intellectual property rights, including those relating to 
proprietary technologies, however, any of the Company’s intellectual property rights could be challenged, invalidated, 
circumvented or copied, causing a competitive disadvantage, lost opportunities or market share and potential costly 
litigation to enforce or re-establish the Company’s rights. Further, the Company relies on proprietary software and 
hardware technologies in order to operate and compete effectively, provide quality services to its customers and attract 
and retain potential SaaS partnerships. The Company is subject to risk that it may not have sufficient funds to continue to 
develop new technologies, implement such technologies effectively and, if implemented, such technologies may not work 
as planned, while competitors may be improving their own processes. All of the foregoing could materially and adversely 
affect the Company’s business, operating results and financial condition.  

Reliance on hardware and software  

The Company relies on computer hardware, purchased or leased, and software licensed from and services 
rendered by third parties in order to run our business. Third-party hardware, software and services may not continue to be 
available on commercially reasonable terms, or at all. Any loss of the right to use or any failures of third-party hardware, 
software or services could result in delays in the Company’s ability to run its business until equivalent hardware, software 
or services are developed by the Company or, if available, identified, obtained and integrated, which could be costly and 
time-consuming and may not result in an equivalent solution, any of which could cause an adverse effect on the Company’s 
business, operating results and financial condition. Further, customers could assert claims against the Company in 
connection with service disruptions or cease conducting business with us altogether. Even if not successful, a claim brought 
against the Company by any of its customers would likely be time-consuming and costly to defend and could seriously 
damage the Company’s reputation and brand, making it harder for us to sell our solutions.  

The Company incorporates open source software into its proprietary platform and into other processes supporting 
its business. The terms of various open source licenses have not been interpreted by courts, and there is a risk that such 
licenses could be construed in a manner that limits the Company’s use of its software, inhibits certain aspects of the 
platform and negatively affects the Company’s business operations. Some open source licenses contain requirements that 
all modifications or derivative works created based on the type of open source are generally made available. If portions of 
the Company’s intellectual property are determined to be subject to an open source license, or if the license terms for the 
open source software that the Company incorporates changes, the Company could be required to publicly release the 
affected portions of the source code, reengineer all or a portion of its platform or change its business activities. In addition 
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to risks related to license requirements, the use of open source software can lead to greater risks than the use of third party 
commercial software, as open source licensors generally do not provide warranties or controls on the origin of the 
software. Many of the risks associated with the use of open source software cannot be eliminated, and could adversely 
affect the Company’s business, results of operations and financial condition.  

Data security incidents  

Data security incidents are increasing in frequency and evolving in nature and include, but are not limited to, 
installation of malicious software, ransomware, viruses, social engineering (including phishing attacks), denial of service or 
other attacks, employee theft or misuse, unauthorized access to data and other electronic security breaches. Threats may 
derive from human error, fraud or malice on the part of employees or third parties, or may result from accidental 
technological failure. Concerns about security increase when the Company transmits information (including personal data). 
Electronic transmissions can be subject to attack, interception, loss or corruption. In addition, computer viruses and 
malware can be distributed and spread rapidly over the internet and could infiltrate the Company’s systems or those of its 
merchants, distribution partners, payment networks and other associated participants. Infiltration of the Company’s 
systems or those of its associated participants could lead to disruptions in systems, accidental or unauthorized access to or 
disclosure, loss, destruction, disablement or encryption of, use or misuse of or modification of confidential or otherwise 
protected information (including personal data) and the corruption of data.   

The Company’s platform may be subject to such data security incidents in the future, and we cannot guarantee 
that applicable recovery systems, security protocols, network protection mechanisms and other procedures are or will be 
adequate to prevent network and service interruption, system failure or data loss. Moreover, the Company’s platform could 
be breached if vulnerabilities are exploited by unauthorized third parties. Since techniques used by hackers in connection 
with these data security incidents change frequently, we may be unable to implement adequate preventative measures or 
stop the attacks while they are occurring. Any such data security incident or security breach could delay or interrupt service 
to the Company’s clients and their customers and may deter consumers from visiting our merchants’ shops.  

Third-party data transmission  

The Company’s third-party servers may be unable to achieve or maintain data transmission capacity high enough 
to handle increased traffic or process orders in a timely manner. Failure to achieve or maintain high data transmission 
capacity could reduce demand for our services. The Company’s ability to deliver its services also depends on the 
development and maintenance of internet infrastructure by third-parties, including the maintenance of reliable networks 
with the necessary speed, data capacity and bandwidth. If one of these third-parties suffers from capacity constraints, the 
Company’s business, results of operations and financial condition may be adversely affected.  

Limited data centers   

The Company currently manages its services and serves all of its clients from third-party data center facilities and 
may in the future experience failures at the third-party data centers from time to time. Data centers are vulnerable to 
damage or interruption from human error, malice, earthquakes, hurricanes, floods, fires, war, terrorist attacks, power 
losses, hardware failures, systems failures, telecommunications failures and similar events. Any of these events could result 
in lengthy interruptions in our services. Changes in law or regulations applicable to data centers in various jurisdictions 
could also cause a disruption in service. Interruptions in our services would reduce our revenue, subject us to potential 
liability and adversely affect our ability to retain our SaaS retail partners clients or attract retail partners. The performance, 
reliability and availability of our platform is critical to our reputation and our ability to attract and retain clients.   

Operating risk and insurance coverage   

The Company has insurance to protect its assets, operations and employees. While the Company believes its 
insurance coverage addresses all material risks to which it is exposed and is adequate and customary in its current state of 
operations, such insurance is subject to coverage limits and exclusions and may not be available for the risks and hazards to 
which the Company is exposed. In addition, no assurance can be given that such insurance will be adequate to cover the 
Company’s liabilities or will be generally available in the future or, if available, that premiums will be commercially 
justifiable. If the Company were to incur substantial liability and such damages were not covered by insurance or were in 
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excess of policy limits, or if the Company were to incur such liability at a time when it is not able to obtain liability 
insurance, its business, results of operations and financial condition could be materially adversely affected.   

Conflicts of interest   

Certain of the directors and officers of the Company are also directors and officers of other companies, and 
conflicts of interest may arise between their duties as officers and directors of the Company and as officers and directors of 
such other companies.   

Litigation   

The Company may become party to litigation from time to time in the ordinary course of business which could 
adversely affect its business. Should any litigation in which the Company becomes involved be determined against it, such a 
decision could adversely affect the Company’s ability to continue operating and the market price for the Common Shares 
and could use significant resources. Even if the Company is involved in litigation and wins, litigation can redirect significant 
resources from Company operations.  

Grocery industry  

The financial performance of the Company is subject to several factors that affect the grocery industry. There are 
well established competitors in Canada, including those with greater resources, including financial resources, who can also 
offer online and delivery services. Price, value proposition, location, food quality and service are distinguishing factors 
which present intense competition. If the Company is unable to successfully compete in the online grocery industry, the 
business, results of operations and financial condition of the Company may be affected adversely.  

Limited operating history as a SaaS platform  

Although the Company launched its grocery business in 1997, it has only recently commenced its SaaS business. 
This short history makes it difficult to accurately assess the Company’s future prospects with regard to its SaaS business. 
The Company also operates in a new and developing market that may not develop as expected. The Company’s future 
prospects should be considered in light of the challenges and uncertainties that it faces, including the fact that it may not be 
possible to discern fully the trends that it is subject to, that it operates in a new and developing market and that elements 
of its SaaS business strategy are new and subject to ongoing development.  

Health risks and quality control  

Should a consumer improperly handle or prepare the Company’s products, food-borne illness may occur, which 
may result in such consumer seeking to hold the Company responsible for resulting damages and suffering. Potential 
negative publicity from such an occurrence could damage the reputation of the Company, resulting in a material adverse 
effect to the Company’s business and reductions to sales and revenue. While the Company has several procedures in place 
to ensure grocery safety and quality, including procedures implemented to address the COVID-19 pandemic, there is no 
guarantee that the risk of food-borne illness will be eliminated.   

Regulatory compliance  

The Company, its suppliers and its partners are subject to laws, regulations and orders across all jurisdictions in 
which they operate, relating to product liability, employment and labour, intellectual property, privacy, environment and 
other matters. Any changes to these laws and regulations could significantly affect the Company’s operations and financial 
condition. Failure to comply with the applicable laws and regulations may result in civil and regulatory actions, 
investigations or proceedings, fines, and damage to the reputation of the Company.  

The Company is also subject to applicable federal and provincial regulations relating to the manufacturing, 
handling, preparation and labelling of food products, including Health Canada and Canadian Food Inspection Agency 
regulations with respect to the handling of grocery products. While the Company actively implements and monitors internal 
controls to ensure compliance with these regulations, there is no guarantee there will be no failures to comply. A failure to 
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comply with these regulations may result in negative and material impacts to the Company’s reputation, business, results of 
operations and financial condition.  

Product recalls  

Food products from suppliers may at times be subject to recall due to defects, including, without limitation, 
contamination, packaging safety and inadequate or inaccurate food labelling disclosures. If any of the products sold by the 
Company are recalled, the Company may be subject to the expense and legal proceedings associated with the recall. Should 
such an event occur, the Company may experience a significant loss of revenue and may not recoup the revenue at all or at 
an acceptable margin. While the Company actively monitors product safety and recall notices, there can be no guarantee 
that such issues are detected in a timely manner prior to the products being delivered to the end consumer. A recall could 
lead to damage of the Company’s reputation, which may lead to decreased demand for the Company’s products, resulting 
in negative impacts to the business, results of operations and financial condition of the Company.  

Transportation disruption  

The Company relies on fast and efficient delivery operations to deliver products to its customer on time and relies 
on its ability to adequately store, maintain and deliver perishable foods. While the Company has its own fleet of vehicles 
that support temperature control which minimizes the risk of delayed deliveries, the Company may depend on third-party 
courier services from time to time to address increased consumer demand for its products. Should any prolonged 
disruption or significant costs occur with such courier services or the ability to procure vehicles, the Company may not be 
able to capitalize on the increased customer demand or realize an acceptable margin on the increased demand, resulting in 
negative and material effects on the Company’s operations and profitability, and could result in significant product 
inventory losses as well as an increased risk of food-borne illnesses and other food safety risks.  

Evolving industry  

The online grocery industry is rapidly evolving and new relative to traditional grocery stores. While there has been 
a shift in consumer preference toward online groceries, fueled in part by the COVID-19 pandemic, there is no guarantee 
that this trend will continue in a post-pandemic economy. The Company’s success substantially depends on consumers’ 
willingness to continue or increase their online grocery purchases. If this does not occur, the Company’s business, 
operations and financial condition could be materially and negatively affected. While the Company is actively engaging and 
monitoring best methods to attract new customers and keep its existing customers, there is no guarantee that such efforts 
will produce results.  

Competition  

There is potential that the Company will face competition from other companies, some of which can be expected 
to have longer operating histories and more financial resources and experience than the Company. Increased competition 
by larger and better financed competitors could materially and adversely affect the business, financial condition and results 
of operations of the Company. There are other entities investing in the online grocery industry and the Company expects 
this sector to grow. These companies may have an advantage and may have developed a more efficient operational or 
investment model, may offer competing SaaS platforms, discount pricing and other strategies that may be implemented. 
The Company may not have sufficient resources to continue on a competitive basis which could materially and adversely 
affect the business, financial condition and results of operations of the Company.  

To remain competitive, the Company will continue to invest in software development and revenue diversification. 
Should competitors introduce new services/software embodying new technologies, the Company’s technology may 
become obsolete and require substantial resources to compete successfully in the market for software and technology 
services. 
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Customer Concentration 

We are exposed to risks associated with a highly concentrated customer base. The Company’s FoodX SaaS-based 
eGMS technology platform derives a significant amount of its revenue from a limited number of customers. As of October 
2, 2021, Carrefour accounted for 100% of total revenues from the Company’s FoodX eGMS technology platform. With all of 
eGMS technology platform revenues concentrated with one customer, the Company is exposed to significant risk if it is 
unable to maintain this customer relationship or establish new relationships with other customers in the future. As a result, 
the actions of even a single customer can expose our business and results of operations to greater volatility. The mix and 
type of customers, and sales to any single customer, may vary significantly from quarter to quarter and from year to year, 
and have a significant impact on our business, financial condition and results of operations. If customers do not place 
orders, or they substantially reduce, delay or cancel orders, we may not be able to replace the business, which may have a 
significant adverse impact on our results of operations and financial condition. Major customers may also seek pricing, 
payment, intellectual property related, or other commercial terms that are less favourable to us, which may have a negative 
impact on our business, revenue and gross margins. The Company is continuously evaluating existing markets and exploring 
new opportunities with a view to growth while at the same time, reducing customer and market concentration risk. Despite 
our best efforts, there can be no assurance that our efforts will result in growth or the reduction of customer concentration. 

Damage to the Company’s Reputation 

There has been a marked increase in the use of social media platforms and similar channels, including weblogs 
(blogs), social media websites and other forms of Internet-based communications that provide individuals with access to a 
broad audience of consumers and other interested persons. The availability and impact of information on social media 
platforms is virtually immediate and many social media platforms publish user-generated content without filters or 
independent verification as to the accuracy of the content posted. The opportunity for dissemination of information, 
including inaccurate information, is seemingly limitless and readily available. Information, opinions and statements 
concerning the Company may be posted on such platforms at any time. Information posted may be adverse to the 
Company’s interests or may be inaccurate, each of which may harm the Company’s performance, prospects or business. 
Any damage to the Company’s reputation, whether arising from the conduct of business, negative publicity, regulatory, 
supervisory or enforcement actions, matters affecting our financial reporting or compliance with provincial securities 
commissions, the TSX, security breaches or otherwise could have a material adverse effect on the business and results of 
operation of the Company. The harm may be immediate without affording the Company an opportunity for redress or 
correction. 

Ultimately, the risks associated with any such negative publicity or incorrect information cannot be completely 
eliminated or mitigated and may materially harm the reputation, business, financial condition and results of operations of 
the Company. 

COVID-19  

While the COVID-19 pandemic has contributed to an increase in the number and frequency of deliveries, order size 
and revenues for the Company to date, there is no guarantee that these upward trends will continue. It is possible that 
future developments related to COVID-19 could adversely impact the Company’s operations and financial condition, 
including loss of available labour, temporary or prolonged closure of a fulfillment center due to a COVID-19 outbreak or 
government order, or supply chain interruptions and delays. The COVID-19 pandemic has had and may continue to have a 
negative impact on local and global economic conditions and financial markets, which may impact consumer demand for 
our products. The duration and long-term severity of the pandemic are unknown at this time and these factors may have an 
unpredictable impact on our operations and financial condition. In addition, how consumer behaviour patterns will change 
from the lifting of government restrictions and gradual return to normalcy are unknown, as well its potential impacts on the 
Company’s business. 

Public Safety Issues 

Adverse conditions, such as the threat pandemics or other outbreaks or perceived outbreaks of disease (including 
avian flu, COVID-19, H2N1, SARS or mad cow disease), may have a negative impact on the food industry and the economy in 
general. The occurrence, re-occurrence, continuation or escalation of such local, regional, national or international events 
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or circumstances could reduce revenue for the Company which could have an adverse effect on the financial condition and 
results of operations of the Company. 

Catastrophic Events 

Events beyond the control of the Company may damage its ability to accept customers’ orders, maintain its 
platform or continue its operations. In addition, these catastrophic events may negatively affect customers’ demand for the 
Company’s products and services. Such events include, but are not limited to, fires, earthquakes, terrorist attacks, extreme 
weather and weather events and natural disasters. Despite any precautions the Company may take, system interruptions 
and delays could occur if there is a natural disaster, if a third party supplier ceases operations without adequate notice for 
financial or other reasons, or if there are other unanticipated problems at the Company’s facilities, and such disruptions 
could harm the Company’s ability to run its business and cause lengthy delays which could harm business, results of 
operations and financial condition of the Company. 

Climate Change and Environmental Risks 

Governments are moving to introduce climate change legislation and treaties at the international, national, 
state/province and local levels. Regulation relating to emission levels (such as carbon taxes) and energy use and efficiency is 
becoming more stringent. This trend could lead to an increased cost of compliance over time, the impact of which is not 
currently known. In addition, physical risk of climate change could also have an adverse effect the Company’s operations. 
These risks include extreme weather and other weather-related events that could have an impact on supply chain and 
delivery logistics. The Company can provide no assurance that efforts to mitigate the risks of climate change will be 
effective and that the physical risks of climate change will not have an adverse effect on its operations. 

The Company assesses its sustainability profile and environmental impact on a consistent basis which has led to it 
implementing steps, such as the launch of Company’s takeback program which allows customers to return packaging from 
an expanding set of suppliers for recycling into products like outdoor furniture. However, environmental regulation is 
subject to change and it and the Company’s own initiatives with respect to environmental and sustainability could result in 
material additional costs to the Company over time. 

Risks Relating to the Common Shares 

Potential volatility of Common Share price   

The market price for the Common Shares may be volatile and subject to wide fluctuations in response to numerous 
factors, many of which are beyond the Company’s control, including, but not limited to, the following: (a) actual or 
anticipated fluctuations in the Company’s quarterly results of operations; (b) recommendations by securities research 
analysts; (c) changes in the economic performance or market valuations of other issuers that investors deem comparable to 
the Company; (d) addition or departure of the Company’s executive officers and other key personnel; (e) sales or 
anticipated sales of additional Common Shares; (f) significant acquisitions or business combinations, strategic partnerships, 
joint ventures or capital commitments by or involving the Company or its competitors; and (g) news reports relating to 
trends, concerns, technological or competitive developments, regulatory changes and other related issues in the Company’s 
industry or target markets. Financial markets have historically experienced significant price and volume fluctuations that 
have particularly affected the market prices of equity securities of public entities and that have, in many cases, been 
unrelated to the operating performance, underlying asset values or prospects of such entities. Accordingly, the market price 
of the Common Shares may decline even if the Company’s operating results, underlying asset values or prospects have not 
changed. Additionally, these factors, as well as other related factors, may cause decreases in asset values that are deemed 
to be other than temporary, which may result in impairment losses. There can be no assurance that continuing fluctuations 
in price and volume will not occur. If such increased levels of volatility and market turmoil continue for a protracted period 
of time, the trading price of the Common Shares may be materially adversely affected.  

Market price of our Common Shares  

Sales of a substantial number of the Common Shares or other equity-related securities in the public markets by the 
Company or its significant shareholders could depress the market price of the Common Shares and impair the Company’s 
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ability to raise capital through the sale of additional equity securities. The price of the Common Shares could be affected by 
possible sales of Common Shares by hedging or arbitrage trading activity which the Company anticipates may occur 
involving its Common Shares. 

Dividends  

No dividends on the Common Shares have been declared or paid to date. The Company anticipates that, for the 
foreseeable future, it will retain its cash resources for the operation and development of its business. Payment of any 
future dividends will be at the discretion of the Board after taking into account many factors, including earnings, operating 
results, financial condition, current and anticipated cash needs and any restrictions in financing agreements, and the 
Company may never pay dividends. 

Global financial conditions  

Global financial conditions have always been subject to volatility. This volatility may impact the ability of the 
Company to obtain equity or debt financing in the future and, if obtained, on terms favourable to the Company. Increased 
levels of volatility and market turmoil can adversely impact the Company’s operations and the value and the price of the 
Common Shares could be adversely affected.  

Future sales of Common Shares by existing shareholders  

Sales of a substantial number of Common Shares in the public market could occur at any time. These sales, or the 
market perception that the holders of a large number of Common Shares intend to sell Common Shares, could reduce the 
market price of the Common Shares. Although the Common Shares of certain of the shareholders of the Company are 
subject to lock-up agreements imposed by the Co-Lead Agents of the SPUD Private Placement, the Co-Lead Agents may 
waive the provisions of these agreements and allow these shareholders to sell their Common Shares at any time. There are 
no pre-established conditions for the grant of such a waiver by the Co-Lead Agents, and any decision by them to waive 
those conditions would depend on a number of factors, which may include market conditions, the performance of the 
Common Shares in the market and the Company’s financial condition at that time. If the restrictions in such lock-up 
agreements are waived, additional Common Shares will be available for sale into the public market, subject to applicable 
securities laws and stock exchange requirements, which could reduce the market price for the Common Shares.   

Dilution of shareholders of the Company  

The Company is authorized to issue an unlimited number of Common Shares for the consideration and on those 
terms and conditions as shall be established by the board of directors of the Company without shareholder approval, 
subject to applicable securities laws and stock exchange requirements. The shareholders of the Company will have no pre-
emptive rights in connection with such further issues.  

The Common Shares are subject to maintaining TSX listing requirements 

Failure to meet the applicable maintenance requirements of the TSX could result in the Common Shares being 
delisted from the TSX. In order to maintain its listing with the TSX, the Company must maintain certain objective standards, 
such as share price, shareholders’ equity, market capitalization and share distribution targets. There are no assurances that 
the Company will continue to meet the maintenance requirements of the TSX in the future. 

A delisting of the Common Shares could adversely affect the Company’s reputation, the Company’s ability to raise 
funds through the sale of equity or securities convertible into equity and the terms of any such fundraising, the liquidity and 
market price of the Common Shares and the ability of broker-dealers to purchase the Common Shares. 

Publication of inaccurate or unfavourable research and reports  

The trading market for the Common Shares relies in part on the research and reports that securities analysts and 
other third parties choose to publish about the Company. The Company will not control these analysts or other third 
parties. The price of the Common Shares could decline if one or more securities analysts downgrade the Common Shares or 
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if one or more securities analysts or other third parties publish inaccurate or unfavourable research about the Company or 
cease publishing reports about the Company. If one or more analysts cease coverage of the Company or fail to regularly 
publish reports on the Company, the Company could lose visibility in the financial markets, which in turn could cause the 
share price or trading volume of the Common Shares to decline. 

Readers are cautioned that the foregoing list of risks, uncertainties and other factors is not exhaustive. 

DIVIDENDS 

All of the Common Shares are entitled to an equal share in the dividends declared and paid by the Company. There 
are no restrictions in the Company’s Articles which could prevent the Company from paying dividends as long as there are 
no reasonable grounds for believing that the Company is insolvent or the payment of the dividend would render the 
Company insolvent. However, the Company has not paid any dividends since incorporation and it is not contemplating that 
any dividends will be paid in the foreseeable future. 

Since its incorporation, the Company has not paid any dividend on its Common Shares. The Company’s current 
policy is to retain future earnings to finance its growth. Any future determination to pay a dividend is at the discretion of 
the Board of Directors and will depend on the Company’s financial position, results of operations, capital requirements and 
other such factors as the Board of Directors may deem relevant. 

CAPITAL STRUCTURE 

The authorized share capital of the Company consists of an unlimited number of Common Shares and an unlimited 
number of Preferred Shares, issuable in series. As of the date hereof, there are 43,956,674 Common Shares and no 
Preferred Shares issued and outstanding. 

Common Shares 

The holders of the Common Shares are entitled to receive notice of and to attend and vote at all meetings of 
shareholders of the Company, except meetings at which only holders of a specified class of shares other than Common 
Shares are entitled to vote. Each Common Share carries with it the right to one vote.  

The holders of Common Shares are entitled to: (i) receive notice of any meetings of shareholders of the Company 
and to attend and cast one vote per Common Share at all such meetings; (ii) receive a proportionate share, on a per share 
basis, of the assets of the Company available for distribution in the event of a liquidation, dissolution or winding-up of the 
Company; (iii) and the right to receive any dividend if declared by the Company.  

The Common Shares have no pre-emptive, conversion, exchange, redemption, retraction, purchase for 
cancellation or surrender provisions and there are no sinking fund provisions in relation to the Common Shares. 

Stock Options, Restricted Share Units, Performance Share Units and Deferred Share Units 

On April 16, 2021, the Board of Directors adopted, subject to shareholder approval, a stock option plan for 
directors, executive officers, employees and consultants of the Company and its subsidiaries (the “Option Plan”), a share 
unit plan for executive officers, employees and consultants of the Company and its subsidiaries (the “Share Unit Plan”), and 
a deferred stock unit plan for non-executive directors of the Company (the “DSU Plan”, and together with the Option Plan 
and the Share Unit Plan, the “Security-Based Compensation Plans”). The Security-Based Compensation Plans were adopted 
by the Board of Directors in connection with the Arrangement and the listing of the Common Shares on the TSX. 

Stock Options 

The Option Plan allows for the grant of options to purchase Common Shares (the “Stock Options”) to directors, 
executive officers, employees and consultants of the Company and its subsidiaries. The Board of Directors, in its sole 
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discretion, shall from time to time designate the directors, executive officers, employees or consultants to whom Stock 
Options shall be granted, the number of Common Shares to be covered by each Stock Option granted and the terms and 
conditions thereof. 

The exercise price for each Common Share covered by a Stock Option shall be established by the Board of 
Directors at the time of grant, but shall not be less than the closing market price of the common shares on the TSX on the 
trading day immediately preceding the date of grant. 

A Stock Option shall be exercisable during a period established by the Board of Directors which shall commence 
not earlier than the date of grant and shall terminate not later than ten years after the date of grant. The Stock Option Plan 
provides that the exercise period shall automatically be extended if the date on which it is scheduled to terminate shall fall 
during a black-out period or within ten business days after the last day of a blackout period. In such cases, the extended 
exercise period shall terminate ten business days after the last day of the exercise period. 

The following table describes the impact of certain events upon the rights of holders of options under the Stock 
Option Plan: 

Event Provisions 

Resignation, voluntary leave or termination other than for cause, retirement, 
permanent disability or death (non-director participants) 

 Forfeiture of all unvested Stock Options 

 60 days after resignation, voluntary leave or termination 
to exercise vested Stock Options 

Director participant ceases to be a director for any reason other than death 
 Forfeiture of all unvested Stock Options 

 60 days after termination to exercise vested Stock 
Options 

Termination for cause (non-director participants) 
 Forfeiture of all vested or unvested Stock Options 

Retirement or permanent disability (non-director participants) 
 Continued vesting of Stock Options with no restriction 

Death 
 Forfeiture of all unvested Stock Options  

 180 days after event to exercise vested Stock Options 

Change of Control 

 All issued and outstanding Stock Options shall become 
fully vested. If the Change of Control directly results from 
the acquisition of Common Shares, the Stock Options will 
be deemed exercised immediately before the Change of 
Control. 

As of the date if this AIF, the Company has 4,309,038 Stock Options outstanding.   

Restricted Share Units and Performance Share Units 

The Share Unit Plan allows for the grant of restricted share units (“RSUs”) and performance share units (“PSUs”) to 
executive officers, employees and consultants of the Company and its subsidiaries. The Board of Directors, in its sole 
discretion, shall from time to time designate the executive officers, employees and consultants to whom RSUs and PSUs 
shall be granted, the number of RSUs and PSUs to be granted and the terms and conditions thereof. 

Each RSU and PSU entitles the participant to receive, at the Company’s discretion, one Common Share (acquired 
on the open market or issued from treasury), its cash equivalent or a combination thereof. 

At the time of granting RSUs or PSUs under the Share Unit Plan, the Board of Directors may determine, in its sole 
discretion, any vesting conditions, settlement period or other conditions applicable to such grant; and in case of PSUs 
determine the level of attainment of the performance objectives(s) which must be attained for any PSUs to be earned. The 
Board of Directors has yet to determine the performance objectives for the vesting of any PSUs to be issued. 

RSUs and PSUs expire on the business day that is on or that immediately precedes the third anniversary of the date 
such RSUs or PSUs are granted. Participants may elect to defer the settlement of RSUs and/or PSUs to a later date not later 
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than the expiry date of such RSUs and/or PSUs. Any RSU or PSU which has vested in accordance with the applicable grant 
letter and the Share Unit Plan and has not been settled at the expiry date shall be automatically settled on such date. 

RSUs and PSUs may, at the sole discretion of the Company, be settled once vested by delivering (i) Common Shares 
acquired in the open market, (ii) Common Shares issued from treasury, (iii) by making a cash payment equal to the number 
of RSUs and/or PSUs multiplied by the closing market price of the Common Shares on the TSX on the day preceding the 
settlement date, or (iv) any combination of the foregoing. 

The following table describes the impact of certain events upon the rights of holders of options under the Share 
Unit Plan: 

Event Provisions 

Termination for cause (non-director participants)  Forfeiture of all vested and unvested PSUs and RSUs 

Resignation or voluntary leave other than for retirement or permanent 
disability (non-director participants) 

 Forfeiture of all unvested PSUs and RSUs 

 60 days after termination or voluntary leave to settle 
vested PSUs and RSUs 

Termination other than for cause, retirement, permanent disability or death 
(non-director participants) 

 Forfeiture of all unvested PSUs 

 Pro-rated vesting of unvested RSUs outstanding at date 
of termination 

 60 days after termination to settle vested PSUs and RSUs 

Director participant ceases to be a director for any reason other than death 

 Forfeiture of all unvested PSUs 

 Pro-rated vesting of unvested RSUs outstanding at date 
of event 

 60 days after event to settle vested PSUs and RSUs 

Retirement or permanent disability (non-director participants) 
 Pro-rated vesting of PSUs 

 Immediate vesting of RSUs outstanding on date of event 

Death 
 Pro-rated vesting of unvested PSUs outstanding at date 

of death 

 Forfeiture of all vested and unvested RSUs 

Change of Control 

 All issued and outstanding RSUs and PSUs shall become 
fully vested and settled 

 

 If the Change of Control directly results from the 
acquisition of Common Shares, the settlement shall be in 
cash. Otherwise settlement as a result of a Change of 
Control will be by way of the delivery of Common Shares 
to the participant 

As of the date if this AIF, the Company has 81,588 RSUs and no PSUs outstanding. 

Deferred Share Units 

The DSU Plan allows for the grant of deferred share units (“DSUs”) to the Company’s non-executive directors. 
These directors may elect to receive all or part of the retainer fees payable to them as a member of the Board of Directors 
or lead director and as a member or chair of a committee of the Board of Directors in DSUs. 

DSUs expire on the business day that is immediately preceding December 31 of the calendar year following the 
calendar year during which the non-executive director ceases to be a director of the Company. DSUs have the same value 
as Common Shares. At the time of granting any DSU, the Board of Directors may impose vesting conditions in respect of 
such DSUs. Each non-executive director who wishes to receive all or a portion of his or her retainer fees in DSUs shall 
receive such number of DSUs as is obtained by dividing the deferred remuneration payable to such non-executive director 
by the market price of the Common Shares on the TSX on the date preceding the date on which the DSUs are awarded. 

Holders of DSUs cannot settle their DSUs while they are members of the Board of Directors. Once they cease to be 
a member of the Board of Directors, the Company may, at its sole discretion, settle the DSUs by: (i) delivering Common 
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Shares acquired in the open market, (ii) delivering Common Shares issued from treasury, (iii) making a cash payment equal 
to the number of DSUs multiplied by the closing market price of the Common Shares on the TSX on the day preceding the 
settlement date, or (iv) any combination of the foregoing. 

As of the date if this AIF, the Company has no DSUs outstanding. 

Convertible Debentures 

Convertible Debenture Private Placement 

On December 2, 2021, the Company completed the first tranche of the Convertible Debenture Private Placement 
of Convertible Debenture Units under which it issued 12,415 Convertible Debenture Units at a price of $1,000 per 
Convertible Debenture Unit for aggregate gross proceeds of $12.4 million. The Company closed the second tranche of the 
private placement for an additional 1,500 Convertible Debenture Units for an amount of $1.5 million on December 23, 
2021. Underlying each Convertible Debenture Unit is one 8% subordinated unsecured Convertible Debenture in a principal 
amount of $1,000, which are convertible into Common Shares at a conversion price of $1.90 per Common Share, subject to 
adjustment in certain events and maturing on December 31, 2024. 

General 

The Convertible Debentures are direct, unsecured debt obligations of the Company and are issued under an 
indenture (the “Original Debenture Indenture”) dated as of December 2, 2021 between the Company as issuer, and 
Computer Share Trust Company of Canada, as trustee (the “Trustee”), as supplemented by a first supplemental indenture 
dated as of December 23, 2021 between the Company and the Trustee (the “First Supplemental Indenture”, and together 
with the Original Debenture Indenture, the “Debenture Indenture”). The Convertible Debentures are limited in the 
aggregate principal amount of $13,915,000. The following is a summary of certain material provisions of the Debenture 
Indenture. This summary does not purport to be complete and reference should be to the Original Debenture Indenture 
and the First Supplemental Indenture themselves, copies of which are available on SEDAR at www.sedar.com. 

Capitalized terms in this summary which are not defined in this AIF are defined in the Debenture Indenture. 

Interest 

The Convertible Debentures bear interest at a rate of 8.0% per annum, payable in equal semi-annual payments in 
arrears on June 30 and December 31 in each year, with the first interest payment payable on June 30, 2022. 

Subordination 

The Convertible Debentures are direct unsecured subordinated obligations of the Company. Each Convertible 
Debenture ranks pari passu with each other Convertible Debenture (regardless of their actual date of issuance) and, subject 
to statutory preferred exceptions, with all other present and future unsecured and subordinated indebtedness of the 
Company. 

Conversion Privilege 

The holder of each Convertible Debenture has the right at such holder’s option, at any time prior to the close of 
business on the earliest of (i) the Business Day immediately preceding the Maturity Date of the Convertible Debentures; or 
(ii) if subject to repurchase pursuant to a Change of Control, on the Business Day immediately preceding the payment date, 
subject to the satisfaction of certain conditions set forth in the Debenture Indenture, to convert any part, being $1,000 or 
an integral multiple thereof, of the principal amount of a Convertible Debenture into Common Shares at the Conversion 
Price in effect on the Date of Conversion. The initial conversion price for each Common Share to be issued upon the 
conversion of a Convertible Debenture is equal to $1.90, subject to adjustment in certain circumstances. Holders converting 
their Convertible Debentures will receive, in addition to the applicable number of Common Shares, accrued and unpaid 
interest (less any taxes required to be deducted) in respect of the Convertible Debentures surrendered for conversion up to 
but excluding the Date of Conversion from, and including, the most recent Interest Payment Date. 

http://www.sedar.com/
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Redemption 

The Company has the right, on notice as provided for in the Debenture Indenture, to redeem by payment of 
money, in whole at any time on and after December 2, 2023 and prior to December 31, 2024, any Convertible Debentures 
issued under the Debenture Indenture at a price equal to 105% of the principal amount thereof plus accrued and unpaid 
interest thereon, if any, up to but excluding the Redemption Date, provided that the Subordination Agreement has been 
terminated at such time. 

Change of Control 

If a change of control of the Company occurs involving: (i) any event as a result of or following which a Person or 
group of Persons acting jointly or in concert within the meaning of Applicable Securities Legislation, beneficially owns or 
exercises control or direction over an aggregate of more than 50% of the then outstanding Common Shares; or (ii) the sale 
or other transfer of all or substantially all of the consolidated assets of the Company, unless in any case the holders of 
voting securities of the Company immediately prior to such sale, merger, reorganization or other similar transaction hold 
securities representing 50% or more of the voting control or direction in the Company or the successor entity upon 
completion of such sale, merger, reorganization or other similar transaction, the holders of Convertible Debentures shall 
have the right to require the Company to purchase the Convertible Debentures, in whole or in part, at a price equal to 104% 
of the principal amount thereof plus accrued and unpaid interest thereon up to but excluding the Change of Control 
Purchase Date. Any Convertible Debentures so repurchased will be cancelled and may not be reissued or resold. 

Certain Covenants 

The Company is bound by certain covenants under the Debenture Indenture. Positive covenants include: (i) 
payment of principal, premium (if any) and interest on the Convertible Debentures when due and payable; (ii) payment of 
the Trustee’s remuneration; (iii) maintenance of the listing of the Common Shares on the TSX; and (iv) maintenance of 
corporate existence and books of account.  

Reporting covenants include: (i) provision of an annual compliance certificate regarding compliance with the terms 
of the Debenture Indenture and confirming that no Events of Default have occurred under the Debenture Indenture; and 
(ii) notify the Trustee and the holders of Convertible Debentures upon obtaining knowledge of any default or Event of 
Default under the Debenture Indenture. 

Subject to customary exceptions, negative covenants include: (i) no payment of dividends or other distribution to 
the holders or issued and outstanding Common Shares or other shares in the capital of the Company; (ii) no repurchase of 
any shares in the capital of the Company; (iii) the Company shall not become liable under any guarantees or otherwise 
become a surety for the indebtedness of another Person; (iv) the Company or its subsidiaries shall not enter into any 
contract or transaction with any related party; and (v) none of the Company or its subsidiaries shall sell, transfer or 
otherwise dispose of any property (including shares of the Company’s subsidiaries). 

Events of Default 

The Debenture Indenture provides that the occurrence of any of the following events will constitute an event of 
default: 

(i) failure for 10 days to pay interest on the Convertible Debentures when due; 

(ii) failure to pay principal and/or premium, if any, when due on the Convertible Debentures whether at maturity, 
upon redemption or a Change of Control, by declaration or otherwise; 

(iii) default in the delivery, when due, of any Common Shares or other consideration, payable on conversion with 
respect to the Convertible Debentures, which default continues for 15 days; 

(iv) default in the observance or performance of any covenant or condition of the Debenture Indenture by the 
Company and the failure to cure (or obtain a waiver for) such default for a period of 30 days after notice in 
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writing has been given by the Trustee or from holders of not less than 25% in aggregate principal amount of 
the Convertible Debentures to the Company specifying such default and requiring the Company to rectify such 
default or obtain a waiver for same; 

(v) if a decree or order of a Court having jurisdiction is entered adjudging the Company or any Material Subsidiary 
a bankrupt or insolvent under the Bankruptcy and Insolvency Act (Canada) or any other bankruptcy, insolvency 
or analogous laws, or issuing sequestration or process of execution against, or against any substantial part of, 
the property of the Company or any Material Subsidiary, or appointing a receiver of, or of any substantial part 
of, the property of the Company or any Material Subsidiary or ordering the winding-up or liquidation of its 
affairs, and any such decree or order continues unstayed and in effect for a period of 60 days; 

(vi) if the Company or any Material Subsidiary institutes proceedings to be adjudicated as bankrupt or insolvent, 
or consents to the institution of bankruptcy or insolvency proceedings against it under the Bankruptcy and 
Insolvency Act (Canada) or any other bankruptcy, insolvency or analogous laws, or consents to the filing of any 
such petition or to the appointment of a receiver of, or of any substantial part of, the property of the 
Company or any Material Subsidiary or makes a general assignment for the benefit of creditors, or admits in 
writing its inability to pay its debts generally as they become due; 

(vii) if a resolution is passed for the winding-up or liquidation of the Company or any Material Subsidiary except in 
the course of carrying out or pursuant to a transaction in respect of which the conditions of the Debenture 
Indenture are duly observed and performed; 

(viii) if, after the date of the Debenture Indenture, any proceedings with respect to the Company or any Material 
Subsidiary are taken with respect to a compromise or arrangement, with respect to creditors of the Company 
or any Material Subsidiary generally, under the applicable legislation of any jurisdiction; 

(ix) if an event of default occurs or exists under any indenture, agreement or other instrument evidencing or 
governing indebtedness for borrowed money (other than Non-Recourse Debt) of the Company or any Material 
Subsidiary and as a result of such event of default (i) indebtedness for borrowed money thereunder in excess 
of $500,000 (or the equivalent amount in any other currency) has become due and payable before the date it 
would otherwise have been due and payable or (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; or 

(x) if the Company fails to comply with the provisions of the Debenture Indenture in respect of a consolidation of 
the Company, a Merger Event (other than a directly or indirectly wholly-owned subsidiary of the Company) or 
a sale, conveyance, transfer or lease of all or substantially all of the properties and assets of the Company to 
another Person (other than a directly or indirectly wholly-owned subsidiary of the Company); 

 
then in each and every such event the Trustee may, in its discretion, and shall, upon receipt of a request in writing 
signed by the holders of not less than 25% in principal amount of the Convertible Debentures then outstanding, subject 
to the waiver of such event of default, by requisition in writing to the Trustee by holders of more than 50% of the 
principal amount of the Convertible Debentures then outstanding, declare the principal of and interest on all 
Convertible Debentures then outstanding and all other monies outstanding pursuant to the Debenture Indenture to be 
due and payable. 

Warrants 

Pursuant to the Convertible Debenture Private Placement, each Convertible Debenture Unit issued consisted of 
263 Warrants (in addition to one Convertible Debenture). Each Warrant entitles the holder thereof to purchase one 
Common Share at a price of $1.25 per Common Share until the Maturity Date of December 31, 2024. The Warrants are 
governed by the terms of a warrant indenture dated December 2, 2021 (the “Warrant Indenture”) between the Company 
and Computershare Trust Company of Canada (the “Warrant Agent”). The following is a summary of certain material 
provisions of the Warrant Indenture. This summary does not purport to be complete and reference should be to the 
Warrant Indenture itself, a copy of which is available on SEDAR at www.sedar.com. 

http://www.sedar.com/
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The Warrant Indenture provides for adjustment in the exercise price and/or number of Common Shares issuable 
upon the exercise of the Warrants upon the occurrence of certain events, including the issuance of Common Shares or 
securities exchangeable or convertible into Common Shares as a stock dividend or other distribution, the subdivision, 
redivision, reduction, combination or consolidation of the Common Shares, the issuance of rights, options or warrants to all 
or substantially all of the holders of Common Shares that entitle them to subscribe for Common Shares, the consolidation, 
amalgamation, plan of arrangement or merger of the Company with or into any other corporation or a transfer (other than 
to a subsidiary of the Company) of the undertaking or assets of the Company as an entirety or substantially as an entirety to 
another corporation or other entity. No adjustment in the exercise price or the number of Common Shares issuable upon 
the exercise of the Warrants will be required to be made unless the cumulative effect of such adjustment or adjustments 
would change the exercise price by at least $0.0001 or the number of Common Shares issuable upon exercise by at least 
one one-hundredth of a Common Share. 

No fractional Common Shares will be issuable upon the exercise of any Warrants, and no cash or other 
consideration will be paid in lieu thereof upon the exercise of one or more Warrants. To the extent that the holder of one 
or more Warrants would otherwise have been entitled to receive on the exercise or partial exercise thereof a fraction of a 
Common Share, that holder may exercise that right in respect of the fraction only in combination with another Warrant or 
Warrants that in the aggregate entitle the holder to purchase a whole number of Common Shares. 

From time to time, the Company and the Warrant Agent may amend or supplement the Warrant Indenture for 
certain purposes, including curing defects or inconsistencies or making any change that does not prejudice the rights of any 
holder of Warrants in any way. 

The holders of the Warrants may, by “extraordinary resolutions”, inter alia, (i) agree with the Company to any 
modification, alteration, compromise or arrangement of their rights and/or the Warrant Agent in its capacity as Warrant 
Agent under the Warrant Indenture; (ii) amend, modify or repeal any extraordinary resolution previously passed or 
sanctioned by the holders of Warrants; (iii) direct or authorize the Warrant Agent to enforce any of the covenants on the 
part of the Company contained in the Warrant Indenture or the Warrants; (iv) waive, authorize and direct the Warrant 
Agent to waive any default on the part of the Company in complying with any provisions of the Warrant Indenture or the 
Warrants; (v) restrain any holder of Warrants from taking or instituting any suit, action or proceeding against the Company 
for the enforcement of any of the covenants on the part of the Company contained in the Warrant Indenture or the 
Warrants; (vi) direct any holder of Warrants who, as such, has brought any suit, action or proceeding to stay or discontinue 
or otherwise deal with any such suit, action or proceeding, upon payment of the costs, charges and expenses reasonably 
and properly incurred by such holder of Warrants in connection therewith; (vii) assent to any change in or omission from 
the provisions contained in the Warrant Indenture or any ancillary or supplemental instrument which may be agreed to by 
the Company; and (viii) with the consent of the Company, such consent not to be unreasonably withheld, to remove the 
Warrant Agent or its successor in office and to appoint a new warrant agent or warrant agents to take the place of the 
Warrant Agent so removed. An “extraordinary resolution” is defined in the Warrant Indenture as a resolution either (i) 
proposed at a meeting of holders of Warrants duly convened for that purpose and held in accordance with the provisions of 
the Warrant Indenture at which there are present in person or by proxy at least two holders of Warrants representing at 
least 20% of the aggregate number of all the then outstanding Warrants and passed by the affirmative votes of holder of 
Warrants representing not less than 66 2⁄3% of the aggregate number of all the then outstanding Warrants represented at 
the meeting and voted on the poll upon such resolution; or (ii) adopted by an instrument in writing signed by the holders of 
Warrants representing not less than 66 2⁄3% of the aggregate number of the then outstanding Warrants. 

As of the date of this AIF, the Company has 7,490,602 Common Share purchase warrants outstanding. 

MARKET FOR SECURITIES 

Trading Price and Volume  

The Common Shares are currently listed for trading on the TSX under the symbol “LOCL”. The Common Shares 
commenced trading on the TSX as of the opening of market on April 21, 2021. Prior to April 21, 2021, the common shares of 
Rainy Hollow were listed for trading on the TSXV under the symbol “RHV.P”, the trading of which was halted on 
February 26, 2020 until the completion of the Qualifying Transaction on April 16, 2021. 
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The following table sets forth the high and low sales prices and the volume of trading of the Common Shares on 
the TSX on a monthly basis since the commencement of trading on the TSX on April 21, 2021: 

Month High ($) Low ($) Volume 

April 21-30, 2021 7.50 5.00 319,771 

May 2021 6.20 3.69 427,659 

June 2021 4.19 2.79 277,872 

July 2021 3.11 2.25 462,213 

August 2021 3.00 2.39 817,426 

September 2021 2.70 1.24 845,411 

October 1-2, 2021 1.38 1.28 26,594 

Source: TMX Money 
 

Prior Sales 

The following table summarizes the issuance of securities convertible into or exercisable for Common Shares by 
the Company since the commencement of the fiscal year ended October 2, 2021:  

 
Date of Issuance Security Exercise Price per Security ($) Number of Securities 

October 1, 2021 Stock Options $1.97 303,338 

October 1, 2021 RSUs N/A 81,588 

December 2, 2021 Convertible Debentures $1.90 6,534,208 

December 2, 2021 Warrants $1.25 3,265,145 

December 23, 2021 Convertible Debentures $1.90 789,473 

December 23, 2021 Warrants $1.25 394,500 

 

ESCROWED SECURITIES 

The table below shows the number of securities that are, to the Company’s knowledge, being held in escrow or are 
subject to a contractual restriction on transfer as at October 2, 2021. 

 
Designation of Class 

Number of Securities Held in Escrow or that 
are Subject to a Contractual Restriction on 

Transfer Percentage of Class 

Common Shares 21,264,296
(1)

 48.38% 

Common Shares 4,212,922
(2)

 9.58% 

Common Shares 4,917,561
(3)

 11.19% 

Common Shares 201,700
(4)

 0.46% 

Common Shares 12,368,959
(5)

 28.14% 
Notes: 

(1) Pursuant to the terms of the SPUD Agency Agreement, certain directors, executive officers and shareholders of the Company 
entered into the SPUD Lock-Up Agreements which provide that such shareholders subject thereto are prohibited from (a) 
selling, transferring, assigning, or otherwise disposing of, or agreeing to sell, transfer, assign or otherwise dispose of their 
respective Common Shares or securities convertible thereto, whether owned or controlled, or (b) entering into any swap or 
hedging or similar transaction relating to such securities (or announcing any intention to do any of the foregoing), from the 
period beginning on the date of signature thereof and (A) with respect to 50% of such shares ending six months following the 
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listing of the Common Shares on the TSX, which occurred on April 21, 2021, and (B) with respect to the remaining 50% of such 
shares, ending six months following the date referred to in (A). 

(2) Pursuant to the terms of the SPUD Agency Agreement, certain directors, executive officers and shareholders of the Company 
entered into the SPUD Lock-Up Agreements which provide that such shareholders subject thereto are prohibited from (a) 
selling, transferring, assigning, or otherwise disposing of, or agreeing to sell, transfer, assign or otherwise dispose of their 
respective Common Shares or securities convertible thereto, whether owned or controlled, or (b) entering into any swap or 
hedging or similar transaction relating to such securities (or announcing any intention to do any of the foregoing), from the 
period beginning on the date of signature thereof and ending six months following the listing of the Common Shares on the 
TSX, which occurred on April 21, 2021. 

(3) Pursuant to the terms of the SPUD Agency Agreement, certain shareholders of the Company entered into the SPUD 
Undertaking, the terms of such agreement providing that such shareholders subject thereto are prohibited from (a) selling, 
transferring, assigning, or otherwise disposing of, or agreeing to sell, transfer, assign or otherwise dispose of their respective 
Common Shares or securities convertible thereto, whether owned or controlled, or (b) entering into any swap or hedging or 
similar transaction relating to such securities (or announcing any intention to do any of the foregoing), from the period 
beginning on the date of signature thereof and ending twelve months following the listing of the Common Shares on the TSX, 
which occurred on April 21, 2021. 

(4) Pursuant to the terms of the Arrangement Agreement, Ionic Securities Ltd., a former shareholder of Rainy Hollow, entered into 
a lock-up agreement with regards to all Common Shares held by such shareholder, which agreement contains similar 
restrictions on disposition of the Common Shares as set forth in the SPUD Lock-Up Agreement for a period of 12 months 
following the completion of the Arrangement, which occurred on April 16, 2021. 

(5) Pursuant to the Convertible Debentures Private Placement, certain directors and executive officers of the Company entered 
into lock-up agreements, which provide that such parties and its affiliates subject thereto are prohibited from 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 securities of the Company convertible into or 
exercisable or exchangeable for Common Shares held by such party, directly or indirectly for a period beginning on the date of 
signature thereof and ending 90 days after the closing date of the Convertible Debenture Private Placement, unless such party 
first obtains the written consent of the Desjardins Securities Inc. and Cormark Securities Inc., with such consent not to be 
unreasonably withheld. 

DIRECTORS AND OFFICERS 

Name, Occupation and Security Holding 

The following are the names and provinces/states of residence of the directors and executive officers of the 
Company, the positions and offices they currently hold with the Company, their principal occupations during the five 
preceding years, and the number and percentage of Common Shares beneficially owned, or controlled or directed, directly 
or indirectly, by each of them. Each director will hold office until the next annual general meeting of the Company unless his 
or her office is earlier vacated in accordance with the provisions of the BCBCA or the Company’s Articles. 
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Name, Province/State of Residence  Position with the Company 

Date of First Appointment 
as a Director of the 

Company 

Number and Percentage 
of Common Shares Held 

at December 23, 2021
(1)(2)

 

NEIL MCDONNELL 
British Columbia, Canada 
Chair and Director 

Chair and Director December 2, 2021 Nil 

SIMON CAIRNS 
British Columbia, Canada 
Chief Executive Officer 

Chief Executive Officer N/A 

Nil 

ERIC PHANEUF 
Québec, Canada 
Director 

Director April 16, 2021  6,669,636 or 15.17% 

TERRY VANDERKRUYK 
British Columbia, Canada 
Director 

Director April 16, 2021  32,670 or 0.07% 

PETER VAN STOLK 
British Columbia, Canada 
Director 

Director April 16, 2021  4,342,854 or 9.88% 

MONIQUE WILBERG 
British Columbia, Canada 
Director 

Director April 16, 2021  680,508 or 1.55% 

ADRIENNE UY 
British Columbia, Canada 
Chief Financial Officer and Corporate 
Secretary 

Chief Financial Officer and 
Corporate Secretary 

N/A 643,291 or 1.46% 

JEFFREY KING 
British Columbia, Canada 
Chief Technology Officer 

Chief Technology Officer N/A Nil 

Notes: 

(1) This information is not within the knowledge of the management of the Company and has been furnished by the respective 
individuals, or has been extracted from the register of shareholdings maintained by the Company’s transfer agent or from 
insider reports filed by the individuals and available through the Internet at www.sedi.ca 

(2) On a non-diluted basis based on 43,956,674 Common Shares outstanding. 

The Company has the following Board committees whose members are as follows: 

 
Name of Committee Members of Committee 

Audit Committee 

Terry Vanderkruyk (Chair) 
Neil McDonnell 

Monique Wilberg 

Compensation Committee 

Monique Wilberg (Chair) 
Neil McDonnell 

Terry Vanderkruyk 

Sustainability and Governance 
Committee 

Eric Phaneuf (Chair) 
Terry Vanderkruyk 
Monique Wilberg 

Security Holdings of the Directors and Officers 

As of December 23, 2021, the directors and executive officers of the Company, as a group, beneficially owned, 
directly or indirectly, 12,368,959 Common Shares representing 28.14% of the total issued and outstanding Common Shares. 

Biographies 

The following sets forth further background information on each of the directors and executive officers of the 
Company, as well as a description of each individual’s principal occupation within the past five years. 
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Neil McDonnell, Chair and Director 

Mr. McDonnell is a recognized leader in the Canadian technology space. Mr. McDonnell is currently Chair of 
Redline Communications Group Inc. (TSX: RDL) and Quorum Information Systems (TSXV: QSX), and Director of Shiftboard 
Inc. and Wesgar Industries Ltd. Mr. McDonnell has also served in numerous board and senior executive roles including past 
Chair of Photon Control Inc., Nanotech Security Corp., One45 Software Inc., BasicGov Systems Inc., SchedulePro Software, 
Agreement Express Inc., and QHR Technologies Inc., Executive Chair of ResponseTek Networks Corp., Director of Aprio Inc., 
Espial Group Inc., and Symbility Solutions Inc., CEO of Wurldtech Security Technologies Inc., Audit Chair and Director of 
TitanStar Properties Inc., Director of British Columbia Lottery Corporation and Board Advisor to ICBC. Mr. McDonnell holds 
a Master of Business Administration from the University of British Columbia and a Bachelor of Commerce from the 
University of Toronto. 

Simon Cairns, Chief Executive Officer 

Mr. Cairns is the Chief Executive Officer of Freshlocal. Mr. Cairns joined the Company in September, 2021 as 
President of FoodX and was appointed as the Chief Executive Officer of the Company in December, 2021. Mr. Cairns is 
responsible for leading the overall growth and development of the Company, including its high potential grocery 
eCommerce business, which is focused on the provision of FoodX’s SaaS-based eGMS to a global retail grocer client base. 
Mr. Cairns brings more than 20 years of leadership experience centred on the design, development, and sales of SaaS-based 
eCommerce platforms. Prior to joining Freshlocal, Mr. Cairns was the Chief Executive Officer and General Manager of PNI 
Media, a Vancouver-based enterprise-grade SaaS platform and services provider that offers platform technology to the 
world’s largest retailers. During his tenure, the PNI platform grew to support more than $1 billion in annual retail revenues 
and to provide value-added services to retailers serving more than 65 million consumers. Mr. Cairns brings significant 
technology business development experience to our team along with deep expertise in creating and managing partnerships 
with some of the world’s largest retail brands in international markets. 

Eric Phaneuf, Director 

Mr. Phaneuf has been a Managing Partner with Walter Capital Partners since November 2015, before becoming its 
President and Chief Executive Officer in 2019. Mr. Phaneuf has occupied several key finance and operations management 
positions mainly in North American publicly traded companies active in international markets, including Cascades, 
MediaGrif Interactive Technologies (now mdf commerce) and Mega Brands. He has extensive experience in financial 
planning and business analysis, mergers and acquisitions, due diligence processes, corporate integration, business process 
improvement and contract negotiations. Mr. Phaneuf completed an undergraduate degree in business administration, with 
a major in finance, from the Université de Sherbrooke in August 1998 and has been a Chartered Financial Analyst (CFA) 
charterholder since 2002. He currently serves on the Board of Directors of multiple private companies and as Chair of the 
Board for BonLook, Canada’s leading tech-enabled eyewear brand and MedicArt, one of the largest aesthetic medicine 
clinic networks in Canada. 

Terry Vanderkruyk, Director 

Mr. Vanderkruyk is currently President of ZT Capital Inc., a private company which focuses on investing in early-
stage companies and assisting in their growth. Previously he served as Chief Corporate Development Officer from 2006 to 
2014 for Coastal Contacts Inc. (“Coastal”), a leading online optical provider, co-listed on the TSX and NASDAQ, that was 
acquired by Essilor International. His responsibilities at Coastal were mainly related to business development and finance. 
Mr. Vanderkruyk also sits on the Board of NZ Technologies Inc., an early- stage technology company focused on touchless 
human/machine interaction. Mr. Vanderkruyk completed a Bachelor of Arts in Economics, from the University of Victoria in 
May 1979. 

Peter van Stolk, Director 

Mr. van Stolk brings more than 35 years of experience to Freshlocal and served as its Chief Executive Officer until 
December 14, 2021. Mr. van Stolk joined SPUD as its Chief Executive Officer in 2010 and brings a high level of 
entrepreneurial energy, with deep roots in the food and beverage industry. Before joining SPUD, Mr. van Stolk founded the 
Treefort Group in 2008 and served on the Board of Directors for Kor Water from 2009 to 2011 and Steaz from 2010 to 2013. 
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As founder of Jones Soda Co. in 1987, Mr. van Stolk served as its Chief Executive Officer and Chair of the Board of Directors 
through 2007. Jones Soda was one of the first consumer branded companies recognizing the potential of Social Media to 
create an emotional connection with its consumers. Jones Soda invited its followers to participate and interact with the 
brand through proprietary custom labeling and unique flavor development. Mr. Van Stolk has over 35 years of experience in 
the food and beverage industry, including 10 years at the head of a publicly traded company. 

Monique Wilberg, Director 

Ms. Wilberg is currently the President of DeBerg Holdings Ltd., a private company that focuses on partnering with 
and investing in environmentally conscientious companies – sustainability. Ms. Wilberg is a founding shareholder of 
Gateway Casinos and Entertainment Inc. Founded in 1992, the small company with two properties and 150 employees grew 
to nine properties with a staff of 3,000. As the Chief Operating Officer of Gateway Casinos and Entertainment, Ms. Wilberg 
was responsible for strategic operating decisions as well as management of the execution and measurement of 
performance. In addition, Ms. Wilberg was a director of the Ontario Lottery and Gaming Corporation (OLG). Ms. Wilberg is 
an active angel investor and mentor to several local, gluten-free, niche vegan food operations. She holds an ICD.D 
designation granted by the Institute of Corporate Directors. 

Adrienne Uy, Chief Financial Officer and Corporate Secretary 

Ms. Uy is the Chief Financial Officer of Freshlocal, where she oversees all finance, accounting, payroll and legal 
operations. She joined SPUD in 2010 as the Chief Financial Officer and has more than 25 years’ experience in the consumer 
products, ecommerce, and retail industries. Prior to joining SPUD, Ms. Uy was Corporate Controller for 3TIER, a global, 
renewable energy information-to-decision technology company with offices in Seattle, Panama, India and Australia from 
2008 to 2010. In addition, Ms. Uy has held roles at Starbucks Coffee Company in their Financial Policies & Compliance, 
Financial Reporting and Corporate Accounting groups from 2006 to 2008; as a Vice-President at Jones Soda Company from 
1997 to 2005 where she was responsible for distribution and logistics for both the company’s independent distribution and 
direct store delivery (DSD) networks across North America and for its ecommerce business units. Ms. Uy completed a 
Bachelor of Science (Accounting) in June 2005, and completed an MBA in March 2009 at Seattle University. She is also an 
inactive CPA (WA state). Ms. Uy currently sits on the board of the Canadian Health Food Association (“CHFA”) and has been 
the chair of CHFA’s Audit Committee since 2018. 

Jeffrey King, Chief Technology Officer 

Mr. King is the Chief Technology Officer of Freshlocal. Mr. King joined SPUD in 2019 and oversees all technology 
advancement including software development within Freshlocal’s operating subsidiaries - SPUD and FoodX – and is 
responsible for all operational uptime and ensuring high levels of customer satisfaction and product innovation. Mr. King 
has over 22 years of experience working in the software industry, including several senior roles at Microsoft from 2015 to 
2019 including the distinguished title Principal Technical Evangelist. While at Microsoft, Mr. King incubated and accelerated 
the development of hundreds of high-tech SaaS companies and led global best practices. Prior to that, Mr. King was a 
founder of five start-ups and worked closely with numerous others. Mr. King holds patents in Augmented Reality, and he 
completed a Certificate in Software Systems at the British Columbia Institute of Technology in March 2004. 

CEASE TRADE ORDERS, BANKRUPTCIES, PENALTIES OR SANCTIONS 

Corporate Cease Trade Orders 

No director or executive officer of the Company is, or was within the 10 years prior to the date of this AIF, a 
director, chief executive officer or chief financial officer of any company that was the subject of a cease trade or similar 
order, or an order that denied the other issuer access to any statutory exemptions, for a period of more than thirty 
consecutive days: 

(a) while that person was acting as a director, chief executive officer or chief financial officer; or 

(b) after that person ceased acting as a director, chief executive officer or chief financial officer which 
resulted from an event that occurred while that person was acting in that capacity. 
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Corporate Bankruptcies 

No director, executive officer or securityholder holding a sufficient number of securities of the Company to affect 
materially the control of the Company, is, or has been within the 10 years before the date of this AIF, a director or executive 
officer of any company that, while that person was acting in that capacity, or within one year of that person ceasing to act 
in that capacity, became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or was 
subject to or instituted any proceedings, arrangement or compromise with creditors or had a receiver, receiver manager or 
trustee appointed to hold its assets. 

Personal Bankruptcies 

No director, executive officer or securityholder holding a sufficient number of securities of the Company to affect 
materially the control of the Company has, within the 10 years prior to the date of this AIF, become bankrupt, made a 
proposal under any legislation relating to bankruptcy or insolvency, or become subject to or instituted any proceedings, 
arrangement or compromise with creditors, or had a receiver, receiver manager or trustee appointed to hold his or her 
assets. 

Penalties or Sanctions 

No director, executive officer or securityholder holding a sufficient number of securities to materially affect the 
control of the Company has been subject to any penalties or sanctions imposed by a court relating to securities legislation 
or by a securities regulatory authority or has entered into a settlement agreement with a securities regulatory authority or 
been subject to any other penalties or sanctions imposed by a court or regulatory body that would likely to be considered 
important to a reasonable investor in making an investment decision. 

 

CONFLICTS OF INTEREST 

Save and except as aforesaid and otherwise disclosed in this AIF, in the notes to the Financial Statements and its 
MD&A, to the best of the Company’s knowledge, there are no known existing or potential conflicts of interest among the 
Company and a current director or officer of the Company as at the date hereof, except that the directors and officers of 
the Company may, from time to time, serve as directors or officers of other issuers or organizations or may be involved with 
the business and operations of other issuers or organizations, in which case a conflict of interest may arise between their 
duties as a director or officer of the Company and their duties as a director or officer of such other issuers or organizations. 

The directors and officers of the Company are aware of the existence of laws governing accountability of directors 
and officers for corporate opportunity and requiring disclosure by directors of conflicts of interest and the Company will 
rely upon such laws in respect of any directors’ or officers’ conflicts of interest or in respect of any breaches of duty by any 
of its directors or officers. All such conflicts will be disclosed by such directors or officers in accordance with the BCBCA and 
they will govern themselves in respect thereof to the best of their ability in accordance with the obligations imposed upon 
them by law. 

CORPORATE GOVERNANCE 

Audit Committee 

NI 52-110 requires the Company to disclose annually in its AIF certain information concerning the constitution of 
its audit committee and its relationship with its external auditor as set forth below. 

Audit Committee Charter 

The Company’s audit committee is governed by an audit committee charter, the text of which is attached as 
Schedule A to this AIF. 
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Composition of Audit Committee 

The audit committee is comprised of three directors, being Terry Vanderkruyk (Chair), Neil McDonnell and 
Monique Wilberg. All three members of the audit committee are considered (i) “independent” as that term is defined in 
applicable securities legislation and (ii) “financially literate”. 

Relevant Education and Experience 

All of the audit committee members are businesspeople with experience in financial matters; each has an 
understanding of accounting principles used to prepare financial statements and varied experience as to general application 
of such accounting principles, as well as the internal controls and procedures necessary for financial reporting, garnered 
from working in their individual fields of endeavor. 

For education and experience of each member of the Audit Committee relevant to the performance of his or her 
duties as a member of the Audit Committee, please refer to “Directors and Officers - Management”. 

Reliance on Certain Exemptions 

Since the commencement of the Company’s financial year ended October 2, 2021 and up to the date of this AIF, 
the Company has not relied on the exemptions contained in sections 2.4 (De Minimis Non-Audit Services), 3.2 (Initial Public 
Offerings), 3.4 (Events Outside Control of Member), 3.5 (Death, Disability or Resignation of Audit Committee Member) or 
Part 8 (Exemptions) of NI 52-110.  

Reliance on the Exemptions in Subsection 3.3(2) or Section 3.6 

Since the commencement of the Company’s financial year ended October 2, 2021 and up to the date of this AIF , 
the Company has not relied on the exemptions contained in subsections 3.3(2) (Controlled Companies) or section 3.6 
(Temporary Exemption for Limited and Exceptional Circumstances) of NI 52-110.  

Reliance on Section 3.8 

Since the commencement of the Company’s financial year ended October 2, 2021 and up to the date of this AIF , 
the Company has not relied on the exemption contained in section 3.8 (Acquisition of Financial Literacy) of NI 52-110.  

Audit Committee Oversight 

Since the commencement of the Company’s financial year ended October 2, 2021 and up to the date of this AIF , 
the Board has adopted all recommendations of the audit committee to nominate or compensate an external auditor.  

Pre-Approval Policies and Procedures 

The audit committee has not adopted specific policies and procedures for the engagement of non-audit services, 
save for the requirement that all non-audit services to be performed by the Company’s external auditor must be 
preapproved and monitored by the audit committee. Subject to NI 52-110, the engagement of non-audit services is 
considered by the Board, and where applicable the audit committee, on a case-by-case basis.  

External Audit Service Fee (By Category) 

In the following table, “audit fees” are fees billed by the Company’s external auditor for services provided in 
auditing the Financial Statements. “Audit-related fees” are fees not included in audit fees that are billed by the auditor for 
assurance and related services that are reasonably related to the performance of the audit or review of the Financial 
Statements. “Tax fees” are fees billed by the auditor for professional services rendered for tax compliance, tax advice and 
tax planning. “All other fees” are fees billed by the auditor for products and services not included in the foregoing 
categories. 
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The fees paid by the Company to its external auditor, Deloitte LLP, Chartered Professional Accountants, for services 
rendered to the Company in each of the last two fiscal years, by category, are as follows: 

 
 

Financial Year 
Ending Audit Fees Audit Related Fees Tax Fees All Other Fees 

October 2, 2021 $340,000
(1)

 Nil
(2)

 $89,500
(3)

 $15,033
(4)

 

October 3, 2020 $290,000
(1)

 $67,000
(2)

 $53,900
(3)

 $171,518
(4)

 
Notes: 

(1) Fees billed by our independent auditors for professional services related to the audit of the financial statements of the 
Company for the years ended October 2, 2021 and October 3, 2020. 

(2) Fees billed by our independent auditors for assurance and related services that are reasonably related to the performance of 
the audit or review of the Financial Statements. 

(3) Fees billed by our independent auditors for professional services rendered for tax compliance, tax advice and tax planning. 

(4) Fees billed by our independent auditors for other products and services. 

Compensation Committee 

The Company has a Compensation Committee, the members of which are Monique Wilberg (Chair), Neil 
McDonnell and Terry Vanderkruyk. The principal purpose of the Compensation Committee is to implement and oversee 
compensation policies approved by the Board. The duties and responsibilities of the Compensation Committee include, 
without limitation, the following: 

 review and recommend to the Board the compensation of the Company's Chief Executive Officer, all senior 
management reporting directly to the Chief Executive Officer and all other officers appointed by the Board; 

 review the human resources, compensation philosophies and policies for the Company, to be satisfied that the 
Company's long-term human resource strategies are appropriate and that they reflect a proper balance between 
the Company’s short and long-term performance and recommend any changes to the Board for consideration; and 

 review matters relating to organizational structure at the officer level of the Company and its businesses, including 
monitoring the Company’s progress in respect of its leadership diversity initiatives, and recommend the 
appointment of officers of the Company to the Board for its consideration and decision. 

The Company has adopted a formal written charter for the Compensation Committee effective as April 16, 2021. 
The charter provides that the Compensation Committee shall consist of two or more members of the Board, each of whom 
shall be “independent” within the meaning of the provisions of National Instrument 58-101 Disclosure of Corporate 
Governance Practices (“NI 58-101”). 

The members of the Compensation Committee are appointed annually by the Board, provided that if the 
composition of the Compensation Committee is not so determined, each director who was then serving as a member of the 
Compensation Committee shall continue as a member of the Compensation Committee until his or her successor is 
appointed. Each member of the Compensation Committee shall serve at the pleasure of the Board until the member 
resigns, is removed, or ceases to be a member of the Board. 

The Compensation Committee meets at least once per fiscal year and has free and unrestricted access to the 
Company’s management and employees and he books and records of the Company. The Compensation Committee may 
conduct or authorize investigations into or studies of matters within the Compensation Committee’s scope of 
responsibilities and duties, and shall have the authority to seek, retain and terminate external legal counsel, consultants, 
accountants or other advisors from a source independent of management, to assist it in fulfilling its responsibilities and to 
set and pay the respective compensation for these advisors. 
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Sustainability and Governance Committee 

The Company has a Sustainability and Governance Committee, the members of which are Eric Phaneuf (Chair), 
Terry Vanderkruyk and Monique Wilberg. The principal purpose of the Sustainability and Governance Committee is to 
develop, recommend to the Board and maintain sustainability and corporate governance principles, as well as select and 
propose potential nominees to the Board. The duties and responsibilities of the Sustainability and Governance Committee 
include, without limitation, the following: 

 ensure that an appropriate system is in place to formally and regularly evaluate the effectiveness of the Board, as 
well as the committees of the Board and individual directors, with a view to ensuring that they are fulfilling their 
respective responsibilities and duties and working together effectively; 

 periodically review overall governance principles, monitor disclosure and best practices of comparable and leading 
companies, and bring forward to the Board a list of corporate governance issues for review, discussion or action by 
the Board or a committee thereof; 

 review and evaluate the Company’s programs, policies, practices and reporting relating to corporate responsibility 
and sustainability, including social and environmental issues and impacts to support the sustainable growth of the 
Company's businesses;  

 in consultation with the Audit Committee, oversee the Company’s approach to appropriately addressing potential 
risks related to sustainability and governance matters; 

 establish policies and procedures for (i) identifying and selecting potential nominees for the Board and (ii) 
considering all nominees to the Board including those recommended by shareholders; 

 develop a long-term succession plan for the Board and annually or as required, identify and recruit potential 
nominees for election or appointment to the Board; and 

 recommend to the Board the individual nominees for consideration by, and presentation to, the shareholders at 
the Company’s next annual meeting of shareholders or appointment to the Board between such meetings. 

The Company has adopted a formal written charter for the Sustainability and Governance Committee effective as 
of April 16, 2021. The charter provides that the Sustainability and Governance Committee shall consist of two or more 
members of the Board, a majority of which shall be “independent” within the meaning of the provisions of NI 58-101. 

The members of the Sustainability and Governance Committee are appointed annually by the Board, provided that 
if the composition of the Sustainability and Governance Committee is not so determined, each director who was then 
serving as a member of the Sustainability and Governance Committee shall continue as a member of the Sustainability and 
Governance Committee until his or her successor is appointed. Each member of the Sustainability and Governance 
Committee shall serve at the pleasure of the Board until the member resigns, is removed, or ceases to be a member of the 
Board. 

The Sustainability and Governance Committee meets at least once per fiscal year and has free and unrestricted 
access to the Company’s management and employees and the books and records of the Company. The Sustainability and 
Governance Committee may conduct or authorize investigations into or studies of matters within the Sustainability and 
Governance Committee’s scope of responsibilities and duties, and shall have the authority to seek, retain and terminate 
external legal counsel, consultants, accountants or other advisors from a source independent of management, to assist it in 
fulfilling its responsibilities and to set and pay the respective compensation for these advisors. 
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LEGAL PROCEEDINGS AND REGULATORY ACTIONS 

Legal Proceedings 

During the fiscal year ended October 2, 2021, the Company is not and was not a party to, and its property is not 
and was not the subject of, any legal proceedings and no such proceedings are known by the Company to be contemplated.  

Regulatory Actions 

During the fiscal year ended October 2, 2021, there were no penalties or sanctions imposed against, or settlement 
agreements with any court relating to securities legislation or with securities regulatory authority entered into by the 
Company or any other penalties or sanctions imposed by a court or regulatory body against the Company that would likely 
be considered important to a reasonable investor in making an investment decision.  

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS 

Other than as disclosed in this AIF, in the notes to the Financial Statements and its MD&A, no director or executive 
officer of the Company, and no shareholder of the Company holding of record or beneficially, directly or indirectly, more 
than 10% of the outstanding Common Shares, and none of the respective associates or affiliates of any of the foregoing, 
had any material interest, direct or indirect, in any transaction with the Company or in any proposed transaction within the 
three most recently completed financial years or the current financial year of the Company that has materially affected or is 
reasonably expected to materially affect the Company.   

TRANSFER AGENT 

The Company’s registrar and transfer agent for its Common Shares is Computershare Trust Company of Canada 
located at the 3rd Floor - 510 Burrard Street, Vancouver, British Columbia, Canada V6C 3B9. 

MATERIAL CONTRACTS 

The following represent the material contracts, other than those contracts entered into in the ordinary course of 
business, which we have entered into since the beginning of the last financial year, or entered into prior to such date, but 
which is still in effect and to which are required to be filed with Canadian securities regulatory authorization in accordance 
with Section 12.2 of NI - 51-102:  

 The Arrangement Agreement dated December 21, 2020, as amended on March 9, 2021 between Rainy 1.
Hollow and SPUD in connection with the Arrangement. See “General Developments of the Business – 
Three Year History – Events Prior to the Arrangement Agreement – 2020”. 

 The Letter Agreement dated November 18, 2021, between the Company and Pender in connection with 2.
the Convertible Debenture Private Placement. See “Recent Developments”. 

 The agency agreement dated December 2, 2021 among the Company, Desjardins Securities Inc. acting as 3.
lead agent and Cormark Securities Inc., as co-agent, in connection with the Convertible Debenture Private 
Placement pursuant to which the agents agreed to offer for sale up to 13,915 Convertible Debenture 
Units at an issue price of $1,000 per Convertible Debenture Unit for aggregate gross proceeds to the 
Company of $13,915,000. See “Recent Developments”. 

 The Original Debenture Indenture dated December 2, 2021 between the Company and Computershare 4.
Trust Company of Canada, as supplemented by the First Supplemental Indenture dated December 23, 
2021, governing the Convertible Debentures issued pursuant to the Convertible Debenture Private 
Placement. See “Capital Structure – Convertible Debentures”. 
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 The Warrant Indenture dated December 2, 2021 between the Company and Computershare Trust 5.
Company of Canada, as Warrant Agent, governing the Warrants issued pursuant to the Convertible 
Debenture Private Placement. See ““Capital Structure – Warrants”.  

 The Forbearance Agreement dated December 2, 2021 between the Company and SVB in connection with 6.
the SVB Breach. See “Recent Developments”. 
 

INTEREST OF EXPERTS 

Deloitte LLP, Chartered Professional Accountants,  is  the  independent  registered  public  accounting  firm  of  the  
Company  and  is  independent within  the  meaning  of  the  Rules  of  Professional  Conduct  of  the  Chartered  
Professional  Accountants  of British Columbia and the applicable rules and regulations of the Securities and Exchange 
Commission and the Public Company Accounting Oversight Board (United States). 

ADDITIONAL INFORMATION 

Additional information relating to the Company may be found on SEDAR at www.sedar.com. Additional 
information, including directors’ and officers’ remuneration and indebtedness, principal holders of the Company’s 
securities, and securities authorized for issuance under equity compensation plans, as applicable, will be contained in the 
Company’s information circular for its upcoming annual general and special meeting of shareholders. Additional financial 
information is provided in the Company’s audited consolidated Financial Statements and MD&A for the most recently 
completed financial year available SEDAR at www.sedar.com. 

http://www.sedar.com/
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SCHEDULE A 

AUDIT COMMITTEE CHARTER 

[See attached] 



 

 

FRESHLOCAL SOLUTIONS INC. 

AUDIT COMMITTEE CHARTER 

1. Purpose and Scope 

The Audit Committee (the “Committee”) of Freshlocal Solutions Inc. (the “Company”) is a committee of 

the Board of Directors (the “Board”). As delegated by the Board, the Committee shall attend to the 

responsibilities set out in this charter (the “Charter”). 

2. Membership 

Number of Members 

The Committee shall be composed of three or more members of the Board. 

Independence of Members 

Each member of the Committee shall be independent within the meaning of the provisions of National 

Instrument 52-110 – Audit Committees, as may be amended or replaced from time to time. 

 

Term of Members 

The members of the Committee shall be appointed annually by the Board, provided that if the composition 

of the Committee is not so determined, each director who was then serving as a member of the 

Committee shall continue as a member of the Committee until their successor is appointed. Each member 

of the Committee shall serve at the pleasure of the Board until the member resigns, is removed, or ceases 

to be a member of the Board. 

Committee Chair 

In consultation with the Sustainability and Governance Committee, at the time of the annual appointment 

of the members of the Committee, the Board may appoint a Chair of the Committee. If a Committee Chair 

is not appointed by the Board, the members of the Committee shall designate a Committee Chair by 

majority vote of the full Committee membership, provided that if the designation of the Committee Chair 

is not made, then the director who was then serving as Committee Chair shall continue as Committee 

Chair until their successor is appointed. Notwithstanding any of the foregoing, the Committee Chair must 

be a member of the Committee. 

In the absence of the Committee Chair at a meeting of the Committee, the members of the 

Committee present may appoint a chair from their number for such meeting. 

Financial Literacy of Members 

At the time of their appointment to the Committee, each member of the Committee shall have, or shall 

acquire within a reasonable time following appointment to the Committee, the ability to read and 

understand a set of financial statements that present a level of complexity of accounting issues that are 
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generally comparable to the issues that can reasonably be expected to be raised by the Company’s 

financial statements. 

3. Meetings 

Frequency of Meetings 

The Committee shall meet as often as the Committee considers appropriate to fulfill its responsibilities, 

but in any event at least once per fiscal quarter. 

Quorum 

No business may be transacted by the Committee at a meeting unless a quorum of the Committee is 

present.  A majority of members of the Committee shall constitute a quorum. 

Calling of Meetings 

The Committee Chair, any member of the Committee, the Chair of the Board, or the Lead Director (if 

applicable) may call a meeting of the Committee by notifying the Company’s Corporate Secretary who 

will notify the members of the Committee. 

Minutes; Reporting to the Board 

The Committee may maintain minutes or other records of meetings and activities of the Committee in 

sufficient detail to convey the substance of all discussions held. Upon approval of the minutes by the 

Committee, the minutes, if applicable, may be circulated to the members of the Board. However, the 

Committee Chair may report orally to the Board on any matter in their view requiring the immediate 

attention of the Board. 

Attendance of Non-Members 

The Company’s external auditors are entitled to receive reasonable notice of, to attend and be heard at 

each Committee meeting. In addition, the Committee may invite to a meeting any officers or employees 

of the Company, legal counsel, advisors and other persons whose attendance it considers necessary or 

desirable in order to carry out its responsibilities. 

At least once per year, the Committee shall meet with management to discuss any matters that the 

Committee or such individuals consider appropriate. 

Meetings Without Management and Executive Sessions 

The Committee shall regularly hold an in-camera session, at which management and non-independent 

directors of the Board are not present, and the agenda for each Committee meeting will afford an 

opportunity for such a session. 

The Committee shall also periodically meet separately, at unscheduled or regularly scheduled meetings 

or portions of meetings, in executive session or otherwise with each of the Company’s external auditor 

and management, as the Committee deems appropriate. 
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Access to Management and Books and Records 

The Committee shall have free and unrestricted access at all times, either directly or through its duly 

appointed representatives, to the Company’s management and employees and the books and records of 

the Company. 

4. Responsibilities 

The Committee shall have the functions and responsibilities set out below as well as any other functions 

that are specifically delegated to the Committee by the Board and that the Board is authorized to delegate 

by applicable laws and regulations. In addition to these functions and responsibilities, the Committee shall 

perform the functions and responsibilities required of an audit committee by any exchange upon which 

securities of the Company are traded, or any governmental or regulatory body exercising authority over 

the Company, as are in effect from time to time (collectively, the “Applicable Requirements”) or as the 

Board otherwise deems necessary or appropriate. 

Financial Reports 

 (a) General 

The Committee is responsible for overseeing the Company’s financial statements and financial disclosures. 

Management is responsible for the preparation, presentation and integrity of the Company’s financial 

statements and financial disclosures and for the appropriateness of the accounting principles and the 

reporting policies used by the Company. The Company’s external auditors are responsible for auditing the 

Company’s annual financial statements and for reviewing the Company’s unaudited interim financial 

statements.  

(b)  Review of Annual Financial Reports 

The Committee shall review the annual audited financial statements of the Company, the auditors’ report 

thereon and the related management’s discussion and analysis of the Company’s financial condition and 

financial performance (“MD&A”). After completing its review, if advisable, the Committee shall approve 

and recommend the annual financial statements and the related MD&A for Board approval. 

 (c) Review of Interim Financial Reports 

The Committee shall review the interim financial statements of the Company, the auditors’ review report 

thereon, if any, and the related MD&A. After completing its review, if advisable, the Committee shall 

approve and recommend the interim financial statements and the related MD&A for Board approval. 

 (d) Review Considerations 

In conducting its review of the annual financial statements or the interim financial statements, the 

Committee shall establish a workplan to: 

(i) meet with management and the auditors to discuss the financial statements and 

MD&A; 

(ii) review the disclosures in the financial statements; 
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(iii) review the audit report or review report, if any, prepared by the external 

auditors; 

(iv) discuss with management, the auditors and legal counsel, as requested, any 

litigation claim or other contingency that could have a material effect on the 

Company’s financial statements; 

(v) regularly review the Company’s critical accounting policies followed and critical 

accounting and other significant estimates and judgements underlying the 

financial statements as presented by management; 

(vi) consider the effect of significant accounting policies in controversial or emerging 

areas for which there is a lack of authoritative guidance or consensus; 

(vii) review management’s process for formulating sensitive accounting estimates and 

the reasonableness of these estimates; 

(viii) review significant recorded and unrecorded audit adjustments; 

(ix) review any material effects of regulatory accounting initiatives or off-balance sheet 

structures on the financial statements as presented by management, including 

requirements relating to complex or unusual transactions, significant changes to 

accounting principles and alternative treatments under International Financial 

Reporting Standards (“IFRS”); 

(x) review any material changes in accounting policies and any significant changes in 

accounting practices and their impact on the financial statements as presented by 

management; 

(xi) inquire at least annually of both the Company’s management, accounting group 

and the Company’s auditors as to whether either has any concerns relative to the 

quality or aggressiveness of management’s accounting policies; 

(xii) review with the auditors alternative accounting treatments that have been 

discussed with management; 

(xiii) review with management any significant changes in IFRS, as well as emerging 

accounting and auditing issues, and their potential effects; 

(xiv) review with management matters that may have a material effect on the 

financial statements; 

(xv) review management’s report on the effectiveness of internal controls over 

financial reporting; 

(xvi) review the factors identified by management as factors that may affect future 

financial results; and 



- 5 - 

 

(xvii) review any other matters, related to the financial statements, that are brought 
forward by the auditors, management or which are required to be communicated 
to the Committee under accounting policies, auditing standards or Applicable 
Requirements. 

 (e) Other Financial Disclosures 

The Committee is responsible for reviewing financial disclosure in a prospectus or other securities offering 

document of the Company, as well as press releases and investor presentations disclosing, or based upon, 

financial results of the Company and any other publicly disseminated material financial disclosure, 

including, in accordance with the Company’s Disclosure Policy, material financial outlook (e.g., earnings 

guidance) and forward-oriented financial information (e.g., forecasted financial statements) provided to 

analysts, rating agencies or otherwise publicly disseminated, and material non-IFRS financial measures. 

The Committee is responsible for ensuring that satisfactory procedures are in place for the review of the 
Company’s public disclosure of financial information extracted or derived from the Company’s financial 
statements and periodically assessing those procedures.  
 
External Auditors 

 (a) General 

The Committee shall be directly responsible for oversight of the work of the auditors, including the 

auditors’ work in preparing or issuing an audit report, performing other audit, review or attest services or 

any other related work. When a change of auditors is proposed, the Committee shall review all issues 

related to the change, including the information required to be disclosed by applicable legal requirements 

and the planned steps for an orderly transition.  

(b)  Nomination and Compensation 

The Committee shall review and, if advisable, recommend for Board approval the Company’s external 

auditors to be nominated and shall approve the compensation of such external auditor. The Committee 

shall have ultimate authority to approve all audit engagement terms and fees, including the auditors’ audit 

plan. 

 (c) Resolution of Disagreements 

The Committee shall assess the effectiveness of the working relationship of the Company’s external 

auditors with management and resolve any disagreements between management and the external 

auditors as to financial reporting matters brought to its attention. 

The Committee shall review all reportable events, including disagreements, unresolved issues and 

consultations with the Company’s auditors, whether or not there is to be a change of auditors, and receive 

and review all reports prepared by the auditors. 

 (d) Discussions with Auditors 

At least annually, the Committee shall discuss with the auditors such matters as are required by applicable 

auditing standards to be discussed by the auditors with the Committee. 
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 (e) Audit Plan 

At least annually, the Committee shall review a summary of the auditors’ annual audit plan. The 
Committee shall consider and review with the auditors any material changes to the scope of the plan. 

 (f) Quarterly Review Report 

The Committee may review a report prepared by the auditors in respect of each of the interim financial 

statements of the Company. 

 (g) Independence of Auditors 

At least annually, and before the auditors issue their report on the annual financial statements, the 

Committee shall obtain from the auditors a formal written statement describing all relationships between 

the auditors and the Company; discuss with the auditors any disclosed relationships or services that may 

affect the objectivity and independence of the auditors; and obtain written confirmation from the auditors 

that they are objective and independent within the meaning of the applicable Rules of Professional 

Conduct/Code of Ethics adopted by the provincial institute or order of chartered accountants to which 

the auditors belong and other Applicable Requirements. The Committee shall take appropriate action to 

oversee the independence of the auditors.  

(h)  Evaluation of Lead Partner 

At least annually, the Committee shall review the qualifications and performance of the lead partner(s) of 

the auditors. 

 (i) Requirement for Pre-Approval of Non-Audit Services 

The Committee shall approve in advance any and all audit services and permissible non-audit services to 

be performed by the auditors for the Company or its subsidiary entities that it deems advisable in 

accordance with Applicable Requirements and Board approved policies and procedures, and adopt and 

implement policies for such pre-approval. The Committee shall consider the impact of such service and 

fees on the independence of the auditor. The Committee may delegate pre-approval authority to a 

member of the Committee. The decisions of any member of the Committee to whom this authority has 

been delegated must be presented to the full Committee at its next scheduled Committee meeting. 

 

 (j) Financial Executives 

The Committee shall review and discuss with management the appointment of key financial executives 
and recommend qualified candidates to the Compensation Committee, as appropriate.  
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Internal Controls 

 (a) General 

The Committee shall review the Company’s system of internal controls. 

 (b) Establishment, Review and Approval 

The Committee shall require management to implement and maintain appropriate systems of internal 

controls in accordance with Applicable Requirements, including internal controls over financial reporting 

and disclosure and to review, evaluate and approve these procedures. At least annually, the Committee 

shall consider and review with management and the auditors: 

(i) the effectiveness of, or weaknesses or deficiencies in: the design or operation of the 

Company’s internal controls (including computerized information system controls 

and security); and accounting, financial and disclosure controls (including, without 

limitation, controls over financial reporting), non-financial controls, and legal and 

regulatory controls and the impact of any identified weaknesses in internal controls 

on management’s conclusions; 

(ii) any significant changes in internal controls over financial reporting that are 

disclosed, or considered for disclosure, including those in the Company’s periodic 

regulatory filings; 

(iii) any material issues raised by any inquiry or investigation by the Company’s 

regulators; 

 

(iv) including deficiencies in internal controls that may impact the integrity of financial 

information, or may expose the Company to other significant internal or external 

fraud losses and the extent of those losses and any disciplinary action in respect of 

fraud taken against management or other employees who have a significant role in 

financial reporting; and 

(v) any related significant issues and recommendations of the auditors together with 

management’s responses thereto, including the timetable for implementation of 

recommendations to correct weaknesses in internal controls over financial 

reporting and disclosure controls. 

Compliance with Legal and Regulatory Requirements 

The Committee shall review reports from the Company’s legal counsel and other management members 

on: (a) legal or compliance matters that may have a material impact on the Company; (b) the effectiveness 

of the Company’s compliance policies; and (c) any material communications received from regulators. The 

Committee shall review management’s evaluation of and representations relating to compliance with 

specific applicable law and guidance, and management’s plans to remediate any deficiencies identified. 
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Whistleblower Procedures 

The Committee shall establish procedures for (a) the receipt, retention, and treatment of complaints 

received by the Company regarding accounting, internal accounting controls, or auditing matters; and (b) 

the confidential, anonymous submission by employees of the Company of concerns regarding 

questionable accounting or auditing matters. 

Any such complaints or concerns that are received shall be reviewed by the Committee and, if the 

Committee determines that the matter requires further investigation, it will direct the Chair of the 

Committee to engage outside advisors, as necessary or appropriate, to investigate the matter and will 

work with management and the general counsel to reach a satisfactory conclusion. 

Audit Committee Disclosure 

The Committee shall prepare, review and approve any audit committee disclosures required by Applicable 

Requirements in the Company’s disclosure documents. 

Delegation 

The Committee may, to the extent permissible by Applicable Requirements, designate a sub-committee 

to review any matter within this mandate as the Committee deems appropriate. 

5. Conflicts of Interest 

The Committee shall review the Company’s policies relating to the avoidance of conflicts of interest and 

review and approve all payments to be made pursuant to any related party transactions involving 

executive officers and members of the Board of the Company or any significant shareholders of the 

Company, as may be necessary or desirable under the Applicable Requirements. The Committee shall 

consider the results of any review of these policies and procedures by the Company’s external auditors. 

6. Outside Advisors 

The Committee may conduct or authorize investigations into or studies of matters within the Committee’s 

scope of responsibilities and duties as described above, and may seek, retain and terminate accounting, 

legal, consulting or other expert advice from a source independent of management, at the expense of the 

Company, with notice to either the Chair of the Board, the Lead Director (if appointed) or the Chief 

Executive Officer of the Company, as deemed appropriate by the Committee. In furtherance of the 

foregoing, the Committee shall have the sole authority to retain and terminate, from a source 

independent of management, any such consultant or advisor to be used to assist in the evaluation of such 

matters and shall have the sole authority to approve the consultant or advisor’s fees and other retention 

terms. 

7. No Rights Created 

This Charter is a statement of broad policies and is intended as a component of the flexible governance 

framework within which the committees of the Board assist the Board in directing the affairs of the 

Company. While it should be interpreted in the context of all Applicable Requirements, as well as in the 

context of the Company’s Articles, it is not intended to establish any legally binding obligations. 
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8. Charter Review 

The Committee shall review and update this Charter annually and, in conjunction with the review and 

recommendations of the Sustainability and Governance Committee regarding same, present the updated 

Charter to the Board for approval. 

*** 

This Charter was recommended for approval by the Company’s Sustainability and Governance 
Committee and made effective by the Board of Directors as of April 16, 2021. 

 

 


