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ABOUT THIS ANNUAL INFORMATION FORM 

Unless otherwise indicated or the context otherwise requires, all references to the “Company”, “Pet Valu”, “we”, “us” 
or “our” refer to Pet Valu Holdings Ltd., together with, as the context requires, its subsidiaries.  

This annual information form (“AIF”) applies to the business activities and operations of the Company for the year 
ended January 1, 2022, as updated to March 8, 2022, to reflect the Company’s business subsequent to January 1, 2022. 
Unless otherwise indicated, all references to (a) fiscal year, Fiscal Year or FY, refer to the Company’s relevant fiscal 
year ended January 1, 2022, and (b) calendar year, refer to the relevant calendar year ended December 31, 2021. In 
this AIF, unless otherwise indicated, all references to “$” are to Canadian dollars and all references to “US$” are to 
U.S. dollars.  

Any graphs, tables, diagrams or information included in this AIF to demonstrate the Company’s historical 
performance are (a) intended to illustrate past performance and are not necessarily indicative of future performance 
of the Company, and (b) may include approximations due to rounding. Information presented on or accessed through 
the Company’s website at www.petvalu.ca is not incorporated into, or made part of, this AIF. Readers should assume 
that the information appearing in this AIF is accurate only as at its date, and the Company’s business, financial 
condition, results of operations and prospects may have changed since that date.  
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CORPORATE STRUCTURE 

Name, Address and Incorporation 

Pet Valu was incorporated under the Business Corporations Act (British Columbia) on June 10, 2016 as “Pet Retail 
Brands Ltd.”. The Company changed its name to “Pet Valu Holdings Ltd.” on April 6, 2021. On June 29, 2021, the 
Company filed articles of amendment (the “Articles”) in connection with its initial public offering (the “IPO”) of 
common shares in the capital of the Company (“Shares”). Upon closing of the IPO, Pet Valu became a “reporting 
issuer” in each of the provinces and territories of Canada and the Shares began trading on the Toronto Stock Exchange 
(the “TSX”) under the symbol “PET”. 

The Company’s head office is located at 130 Royal Crest Court, Markham, Ontario, L3R 0A1 and its registered office 
is located at 595 Burrard Street, Suite 2600, Vancouver, British Columbia, V7X 1L3. 

Intercorporate Relationships  

The following organization chart indicates the intercorporate relationships of the Company and its subsidiaries, 
together with the jurisdiction of formation, incorporation or continuance of each entity Pet Valu Canada Franchising 
Inc. is not identified as it is in process of being wound up. 
 

 

 

 

1 Pet Valu Canada Inc. is the operating subsidiary of the Company. 
2 PV Management Services Inc. is the employer of those members of management of the Company who are U.S. residents and provides services to 
the Company in exchange for fees. 
3 Pet Retail Brands US Holdings LLC is a holding vehicle and does not carry on business. It is anticipated that Pet Retail Brands US Holdings LLC 
will be wound up in 2022. 

100% 

100% 

100% 

Pet Valu Holdings Ltd.  
(British Columbia) 

Pet Valu Canada Holding 
Corporation  

(British Columbia) 

Pet Valu Canada Inc.1 
(British Columbia) 

PV Management Services Inc.2 

(Georgia, US) 

100% 

100% 

100% 

Pet Holdings ULC  
(British Columbia) 

Pet Retail Brands North  
America Holdings ULC  

(British Columbia) 

Pet Retail Brands US  
Holdings LLC3 
(Delaware, US) 



 

6 

ABOUT PET VALU 

Since opening our first store in 1976, Pet Valu has grown to become Canada’s leading pet retailer. As of January 1, 
2022, we operated 633 corporate-owned and franchised locations across the country, and generated revenue of $776.0 
million and Adjusted EBITDA of $182.3 million during the fiscal year ended January 1, 2022. 

Dollar figures expressed in millions,  
unless otherwise noted 

Fiscal Year Ended 
January 1, 2022 January 2, 2021 December 28, 2019 

52 weeks 53 weeks 52 weeks 

Revenue $776.0 $648.5 $573.5 

Net Income $98.8 $28.6 $20.8 

System-wide sales4 $998.1 $841.9 $738.4 

System-wide stores4 633 605 587 

Same-store sales growth4 17.8% 10.6% 7.6% 

Adjusted EBITDA5 $182.3 $144.4 $131.9 

 

Initial Public Offering and Toronto Stock Exchange Listing of Shares 

On June 30, 2021, the Company completed an initial public offering of 15,812,500 Shares (including 2,062,500 Shares 
issued pursuant to the exercise in full of an over-allotment option) at a price of $20.00 per Share for total gross proceeds 
to Pet Valu of $316,250,000. The IPO was undertaken pursuant to the terms of an underwriting agreement dated June 
23, 2021 between the Company, RBC Dominion Securities Inc., Barclays Capital Canada Inc, CIBC World Markets 
Inc., National Bank Financial Inc., TD Securities Inc., Houlihan Lokey Capital, Inc., ATB Capital Markets Inc., CWB 
McLean & Partners Wealth Management Ltd., Laurentian Bank Securities Inc. and Raymond James Ltd. (collectively, 
the “Underwriters”). On completion of the IPO, the Shares began trading on the TSX under the symbol “PET”.  

Pre-Closing Transactions  

Prior to closing of the IPO, the Company sold all of the shares of its U.S. subsidiary Pet Retail Brands, Inc. (“PRB 
Inc.”), which is the owner of U.S. businesses Pet Valu, Inc. and Pet Supermarket Inc., to the Company’s existing 
shareholders in return for a promissory note which was set-off and satisfied concurrently with the IPO closing (the 
“Pre-Closing Transactions”). As of the closing of the IPO, the Company has no economic interest in PRB Inc. or 
any of its subsidiaries, any inter-company indebtedness was extinguished and the Company does not have any 
operations in the U.S. 

In connection with, and prior to, the closing of the IPO, the Company filed the Articles providing that the share capital 
of the Company will consist of an unlimited number of Shares and an unlimited number of preferred shares, issuable 
in series.  The then outstanding class X common shares, class Y common shares, class A preferred shares, class B 
preferred shares and class C preferred shares of the Company were exchanged for Shares and cancelled by the 
Company and all of the outstanding options to acquire class X common shares of the Company under the Company’s 
legacy stock option plan became options to acquire Shares.  

 

4 This is a supplementary financial measure. Refer to "Non-IFRS Measures and Supplementary Financial Measures” below. 
5 This is a Non-IFRS financial measure. Non-IFRS financial measures are not standardized financial measures under IFRS and might not be 
comparable to similar financial measures disclosed by other issuers. Refer to "Non-IFRS Measures and Supplementary Financial Measures" below. 



 

7 

Secondary Offering  

On September 28, 2021, a secondary offering (the “Secondary Offering”) of the Company’s common shares was 
completed by PV Holdings S.à r.l., Roark Capital Partners II AIV AG, L.P., RCPS Equity Cayman LP and Roark 
Capital Partners Parallel II AIV AG, L.P. (collectively, the “Principal Shareholders”) on a bought deal basis. The 
Secondary Offering of 7,000,000 common shares at an offering price of $32.25 raised gross proceeds of $225.8 million 
for the Principal Shareholders. The Company did not issue additional common shares or receive any of the proceeds 
from the Secondary Offering.  

Acquisition of Les Franchises Chico Inc. 

On February 25, 2022, the Company completed the acquisition of Les Franchises Chico Inc., a specialty retailer and 
wholesaler of pet food and pet-related supplies in Québec, Canada.  
 

DESCRIPTION OF THE BUSINESS  

Our Mission 

To be Canada’s preferred pet retailer delivering the products, care, expertise, and memorable moments that devoted 
pet lovers want… locally in stores and everywhere online. 

Canada’s Pet Industry 

Industry Overview 

The Canadian pet care industry is large, growing, recession-resistant and possesses a strong outlook over both the near 
and long-term. Canadian spending on pet care has steadily grown at a 6% CAGR from 1994 to 2016, demonstrating 
strong resilience across economic cycles as evidenced by the positive growth during both the 2001 to 2002 and the 
2008 to 2010 recessionary periods. More recently, the industry accelerated its pace of growth to a 9% CAGR from 
2016 to 2021, and over 11% from 2019 to 2021. Pet Valu and our franchisees primarily participate in the Pets and Pet 
Food Spend category of the Canadian pet care industry, engaging in the sale of consumable pet-related products, such 
as food and treats, characterized by non-discretionary, recurring customer purchasing activity. In the last several years, 
Pet Valu and our franchisees entered the Other Pet Services category by introducing in-store services such as self-
serve dog washes and full-service grooming salons. 

 

Canadian Pet Industry Spend, by Category ($ billions) 
 

 

Source: Statistics Canada. Table 36-10-0225-01 Detailed household final consumption expenditure, provincial and territorial, annual 
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Competition 

Although a majority of pet care products are sold by Canadian pet retailers, pet products are available for sale across 
a variety of channels including specialty pet stores, “big-box” retailers, grocers, online retailers, veterinary clinics and 
other mixed retailers such as dollar stores and department stores. While we operate in a competitive environment, we 
believe there are many factors that differentiate us from other retailers, and that we successfully compete on the basis 
of our strengths, as described elsewhere in this AIF. 

The landscape of Canadian pet retailers consists of several privately-owned, multi-outlet specialty retailers as well as 
independently-operated pet stores. In addition to Pet Valu, the largest multi-outlet pet stores include Global Pet Foods, 
PetSmart, Mondou, Ren’s Pets, Pet Planet and Petland. This group, including Pet Valu, on a combined basis, operates 
approximately 1,300 stores across Canada with Pet Valu representing approximately half of these locations. We are 
Canada’s leading pet retailer, with more than three times the number of stores of our closest competitor. 

Our local, “just-around-the-corner” retail network leverages a powerful combination of scaled operations with high 
service levels, a wide array of premium and proprietary branded products, and competitive pricing to position us as a 
customer’s most likely first choice for their pet.  Together with our franchisees, we operated 633 stores as of January 
1, 2022, placing us within a five-kilometer vicinity of over 60% of Canada’s population.  This industry leading store 
network is a key differentiator to our success and enables a localized approach to customer service, creates significant 
local market awareness and offers quicker, closer-to-home shopping and order pick-up options than most competitors.  

 

Canadian Pet Spend Market Share ($ Basis), by Peer 
 

 

Note: Pet Valu is inclusive of Pet Valu, Bosley’s by Pet Valu, Paulmac’s Pets, Total Pet and Tisol; Loblaw Companies inclusive of Loblaws, Great 
Canadian Superstore and No Frills. 
Source: Fusion Analytics, 2021 Canadian Pet Spend Market Share. 

Customer Reach  

Our strategic priority of meeting the needs of Canada’s most discerning pet owners, the Devoted Pet Lovers, positions 
us to capture the loyalty of the most valuable consumer segment in the Canadian pet industry.  Our core customers 
value the flexibility our locations offer them, providing a convenient, quick place to shop when in a rush, and a highly 
specialized experience when pet-care needs demand it.  Devoted Pet Lovers value the breadth of a one-stop shop and 
expect a curated selection of leading and proprietary branded products sold by knowledgeable, compassionate 
franchisees and associates.   

We also attract the more price sensitive Pragmatic Pet Owners by providing convenience and attractively priced 
product offerings, especially in our more rural markets, where our selection of products is premium to what may be 
available at a rurally located grocer or mass merchandiser. We attract Indulgent Pet Owners who desire premium 
products that help their “fur babies” to live healthy, playful lives and are willing to pay for our highest-quality products 
and top brands. As a result, combining our ability to meet Devoted Pet Lovers’ discerning needs and further serve 
select portions of the Pragmatic and Indulgent Pet Owners, we believe our strategy provides us access to approximately 
75% of the most valuable proportion of total Canadian pet spend. 
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Store Footprint and Design 

Store Locations 

As of January 1, 2022, we had 633 system-wide stores across nine provinces in Canada. Our stores are typically 
situated in convenient shopping centres focused on household needs, often with a larger-format grocery, fitness, or 
discount store anchor, and reach more than 60% of Canada’s population within a five-kilometer radius. As of January 
1, 2022, 406 or 64% of our stores were owned and operated by our 277 franchisees. Our stores average 3,624 square 
feet, and typically range in size from 3,000 to 6,000 square feet. 

While our primary focus is to open and operate stores under the Pet Valu or Bosley’s by Pet Valu banners, we currently 
have stores operating under five banners, including Pet Valu, Bosley’s by Pet Valu, Paulmac’s Pets, Total Pet and 
Tisol with each being deeply entrenched in their respective communities. The operations, marketing and advertising 
of, and supply to, stores is largely identical across the five banners, other than with respect to a portion of the product 
offerings are typically localized to the region or area in which a store is located, including the offering of regional 
brands and the sourcing of live animals and allowed, localized changes made by our franchisees. 

 BC AB SK MB ON NS NB PE NL Total 

Pet Valu 15 84 21 26 316 27 13 3 7 512 
Franchised 1 45 4 26 266 13 1 ̶ ̶ 356 
Corporate 14 39 17 ̶ 50 14 12 3 7 156 

Bosley’s by Pet Valu 80 ̶ ̶ ̶ ̶ ̶ ̶ ̶ ̶ 80 
Franchised 36 ̶ ̶ ̶ ̶ ̶ ̶ ̶ ̶ 36 
Corporate 44 ̶ ̶ ̶ ̶ ̶ ̶ ̶ ̶ 44 

Paulmac’s Pets ̶ ̶ ̶ ̶ 16 ̶ ̶ ̶ ̶ 16 
Franchised ̶ ̶ ̶ ̶ 14 ̶ ̶ ̶ ̶ 14 
Corporate ̶ ̶ ̶ ̶ 2 ̶ ̶ ̶ ̶ 2 

Total Pet 16 ̶ ̶ ̶ ̶ ̶ ̶ ̶ ̶ 16 
Franchised ̶ ̶ ̶ ̶ ̶ ̶ ̶ ̶ ̶ ̶ 
Corporate 16 ̶ ̶ ̶ ̶ ̶ ̶ ̶ ̶ 16 

Tisol 9 ̶ ̶ ̶ ̶ ̶ ̶ ̶ ̶ 9 
Franchised ̶ ̶ ̶ ̶ ̶ ̶ ̶ ̶ ̶ ̶ 
Corporate 9 ̶ ̶ ̶ ̶ ̶ ̶ ̶ ̶ 9 

Total 120 84 21 26 332 27 13 3 7 633 
Franchised 37 45 4 26 280 13 1 ̶ ̶ 406 
Corporate 83 39 17 ̶ 52 14 12 3 7 227 

 
Store Design and Service Model 

Our stores offer a welcoming, pleasant atmosphere that showcases our leading brands and the breadth of our pet care 
products.  Our franchisees, Animal Care Experts (“ACEs”) and store leaders take great pride in our “first impressions” 
for new and returning customers.  We specifically design our stores to meet the two, diverse reasons driving most pet-
store trips: 1) customers in a rush who seek a smaller-format, easy in-and-out experience; and 2) customers who need 
quality time with an ACE to address a concern they have with their pet or to explore our offerings through high-touch 
engagements with our teams. 

Stores are designed to best match operational efficiency and sales productivity to the local community and available 
market opportunity. Each store design starts with certain elements we believe create a broadly welcoming, 
neighborhood feel including specific floor coverings, higher-end gondola and stand-alone fixtures, finishes and 
graphics and lighting packages that spark a pleasant, warm first impression.  We position our cash registers near the 
door to keep an active hub of interaction front-and-centre and facilitate easy in-and-out shopping when the customer 
may be in a rush, while also providing loss prevention and customer service benefits.  This design enabled our 
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corporate-owned and franchised stores to quickly adapt to government restrictions, including curbside shopping, when 
invoked during the fiscal year ended January 1, 2022 (“Fiscal 2021”) and January 2, 2021 (“Fiscal 2020”). Finally, 
we set a high expectation in corporate-owned and franchised stores for clarity and consistency in our sign packages 
and point-of-purchase materials to evoke a level of communication, compassion and expertise central to our brand. 

Next, we specifically design the customer flow, fixturing plan, merchandise category locations and services placement, 
such as grooming and self-serve dog washes, to best balance local customer shopping expectations with inventory 
holding within the available space.  For example, more urban and metropolitan settings benefit from higher racking 
and tighter aisles, lowering gross square footage investment while delivering a preferable experience to similarly 
urban-located competitors.  More rural and outer suburban stores leverage larger square footage to provide easier 
visibility to the breadth of offering and more available space for larger self-serve dog washes, broader display spaces 
for larger size pet apparel and specialized fixturing space to hold higher-volume food packages for the 
disproportionately higher populations of large dog breeds or numerous outdoor cat populations in these more rural 
areas.  Finally, each store benefits from a local community touch, as we contract a mural artist to work with the 
franchise owner or local store manager to paint a custom mural of a popular pet destination in the local community.  
This mural is placed above our self-serve dog washes and, in most stores, anchors the community feel.  The mural is 
usually a local dog park, a popular walking trail or a well-known local vista and, for franchised stores, often features 
the owners and their own pets within the mural. 

We are committed to refreshing our and our franchisees’ brand in our older stores to maintain the quality and relevance 
of our store design.  We do this through renovations, relocations and expansions that also help drive strong sales across 
stores of all ages. Pet Valu and our franchisees have perpetually been, and will continue, upgrading each operating 
Pet Valu and Bosley’s by Pet Valu banner by either re-locating or renovating locations over 10 years old. We and our 
franchisees are also in the process of completing upgrade and remodel cycles for all Paulmac’s Pets, Tisol, and Total 
Pet stores to meet the standards that create our welcoming environments. From 2019 to 2021, we and our franchisees 
expanded, renovated, or relocated an average of 17 stores per year having invested a total average of approximately 
$4.2 million annually on these projects. 

Our in-store service model helps ACEs balance safety, compassion, expertise, and efficiency to create engaging 
customer experiences on a highly productive sales floor.  We and our franchisees support this by hiring, developing, 
and rewarding engaging, pet-loving ACEs, who bring a sense of love and care to the pets and their pet parents that 
visit our stores.  Together with our franchisees, we augment our ACEs’ compassion with over 18 hours of rigorous 
introductory training in nutrition, care, wellness, service-based selling and retail operations, and provide ongoing 
education through our online learning platform and our supplier partners’ in-store support.  To note, during Fiscal 
2021, “Expert” certification courses for Dog and Cat species were updated across Pet Valu and more than 1,700 ACEs 
completed these updated courses with training continuing into 2022. 

Site Selection 

We manage our real estate portfolio with the goal of maximizing chain-wide store and franchisee profitability while 
maintaining a disciplined approach to store site selection and opening readiness. We evaluate potential store locations 
based on a variety of criteria, including (i) the level of retail activity and traffic patterns leveraging aggregated, 
anonymous GPS travel data; (ii) the presence or absence of specific competitors and preferable co-tenants; (iii) the 
population and demographics of the area, including expected housing development; (iv) the total rent and occupancy 
cost per square foot; (v) the location of existing Pet Valu stores and current franchisee territories; and (vi) most likely 
localized product and services offerings based on the space and local customers segments. 

Nearly all stores are located in high-traffic areas such as shopping centres or “main streets” of a smaller community, 
where our management believes customers are likely to do their household shopping for groceries and other non-
discretionary items. We open stores in various locations, including urban/metropolitan areas, suburban areas, mid-
sized cities and small towns. We believe that Pet Valu stores attract customers from a relatively small shopping radius, 
which allows our franchisees and us to profitably operate stores in all markets types – urban, suburban or rural. We 
believe that we can continue to profitably open stores – corporate-owned and franchised – in markets across Canada, 
including in areas where our store density is the highest, such as in the Greater Toronto Area and the Vancouver 
metropolitan area, as well as numerous rural towns where our brand has no presence today. Our ability to open new 
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stores is dependent upon, among other factors, locating suitable sites, negotiating favourable lease terms, and aligning 
growth to our supply chain capacity. 

Flexible, Hybrid Operating Model 

Pet Valu strategically operates a hybrid franchise/corporate ownership model to better meet local community 
dynamics and capitalize on diverse real estate opportunities to successfully grow across geographies. Our hybrid 
approach to store ownership, in which our franchisees currently own and operate 64% of our stores, leverages the 
advantages of both operating models. Our franchisees engender a level of operational commitment and passion for 
pets and their communities that drives customer loyalty and strengthens our overall brand and enables faster growth, 
as franchisees deploy capital to purchase newly-constructed and opened stores. Our corporate-owned stores allow us 
to test new products and form best practices for our broader network and serve as a complementary growth mechanism 
allowing us to open a store corporately for opportunities in new communities or other attractive markets where we do 
not yet have a franchisee. This hybrid operating strategy is key to our ability to sustain strong store and sales growth 
while also generating significant cash flow. 

Our ability to adapt our small store format and tailor our merchandising strategies and store layouts are key 
differentiators that allow our franchisees and us to effectively and profitably compete across various markets – urban, 
suburban and rural – in a manner that is not available to all pet specialty retail formats.  Once in market, we blend our 
strong, competitively-sourced core product assortment with regionally-specific products purchased by local 
franchisees and corporate store managers to generate strong unit economics and same-store sales growth across all 
market types. As a result of these strategies, we have delivered relatively consistent average same-store sales growth 
across urban, suburban and rural markets.  

Franchise Store Network Model 

Franchise Operations and Structure 

Pet Valu’s franchise business model is based on the Pet Valu, Bosley’s by Pet Valu and Paulmac’s Pets franchise 
systems and operations. As the business models for each of the Pet Valu, Bosley’s by Pet Valu and Paulmac’s Pets 
franchise systems are substantially similar to each other, the following information applies to each of our franchise 
models, unless otherwise indicated. 

As of January 1, 2022, we had 277 franchisees operating 406 franchised stores across seven provinces in Canada. Our 
new unit growth model is primarily driven through recruiting, training and supporting a larger franchised store base. 
We expect that our franchise mix of 64% will increase over time due to the attractive returns franchisees have 
historically realized and recent expansions of our franchise development teams. 
 
New Franchisee Development and Unit Economics 

Franchisees are attracted to join and stay in the Pet Valu system by the level of commitment we provide and industry-
leading unit level economics. We receive a significant number of applications from potential new franchisees; we 
received more than 800 formal franchising inquiries in each of 2019 and 2020, and over 1,500 in 2021. In addition to 
new franchisees, our existing franchisees continue to purchase new stores, and accounted for over half of new or resale 
franchise store openings in 2019, 2020 and 2021.  We expect to see continued interest from existing franchisees as 
new locations are made available. 
 
Franchisee applicants, new and current, may apply to an existing store opportunity – including a planned new store or 
a qualified resale of an existing corporate-owned store – or more generally express interest in a particular community 
or region.  Where possible, we leverage expressed interest to prioritize our real estate identification and assessment 
process to best match qualified franchisees with prospective locations.  Ultimately, any selected franchisee must live 
within an acceptable driving distance of the location they are interested in purchasing in order to meet the commitment 
to be actively involved in the operations of the unit. 
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We believe our flexible store format and well-managed cash build out costs have allowed our franchisees to 
consistently generate attractive cash-on-cash returns, with an average payback period of approximately four-years.  
Our target unit economic model assumes a store size of 3,500 square feet with historical cash build out costs of 
approximately $0.40 million6 including construction, build-out, initial franchise fee and initial merchandise inventory. 
Our attractive unit economics are demonstrated by our average franchise store 4-Wall EBITDA Margin of 11%7 and 
our average sales to investment ratio of approximately 4.2 times8, implying cash-on-cash returns in excess of 46%9. 
Stores typically see annual sales ramp up from $0.71 million in their first year of operation to $1.25 million by their 
fourth year, before normalizing towards network-wide same-store sales growth thereafter. Over the longer-term, 
franchisee unit economics have benefited from over a decade of positive same-store sales growth which have increased 
average franchisee sales per store from $0.7 million in 2010 to $1.69 million7 in 2021.  

Relationship with Franchisees 

We believe we have strong and collaborative relationships with our franchisee community, demonstrated by our 99% 
franchisee renewal rate between 2016 and 2021, ten-year average tenure of our owner-operators and less than 5% 
annual owner-operator turnover, with most turnover being franchisee-to-franchisee transfers to support well-earned 
retirements. Our franchisees engender a level of operational commitment and passion for pets and their communities 
that drives customer loyalty and strengthens our overall brand. Franchisees are owner-operators, with 67% and 23% 
of franchisees owning just one or two stores, respectively and none of our owner-operators operating more than six 
stores. The voice of our franchisees is represented by a 14-member, elected Canadian Franchise Council, which meets 
regularly to discuss matters important to franchisees and works closely with Pet Valu’s leadership to improve the 
system and continue to drive success.  Finally, franchised operations offer an efficient capital structure to maintain 
strong store growth and continuous updates to store standards, design, and environment, as local owners deploy their 
own capital and access to liquidity to increase and improve operations. 

We grant the right to prospective franchisees under a franchise agreement to own and operate a retail store under one 
of the Pet Valu, Bosley’s by Pet Valu, or Paulmac’s Pets banners at an agreed-upon location and according to our 
mandatory specifications, standards, operating procedures, rules, and policies applicable to each brand. The franchise 
agreement identifies and grants a store-specific territory to the franchisee within which we agree not to operate a 
corporate-owned store or grant to a third party the right to operate a franchise, subject to certain exceptions and 
reserved rights (the “Territory”). Franchisees own and operate the franchise as independent contractors and pay for 
all ongoing operating expenses, including employees, and they are solely responsible for all employment decisions 
related to the franchise. 

A franchise must be managed by at least one designated “Operator” who devotes his or her full working time and best 
efforts to the day-to-day, on-premises operation of the retail outlet. The operator must have successfully completed 
our training programs and not be engaged in any other business endeavour. See “– Franchise System Support and 
Training” below. We also require all individuals holding an ownership interest in the franchisee to personally 
guarantee the financial and other obligations of the franchisee. 

Franchise Agreement 

The terms of the franchise agreements entered into with franchisees under each of the Pet Valu, Bosley’s by Pet Valu, 
and Paulmac’s Pets banners are, in most cases, substantially similar and are summarized below. 

Upon execution of a franchise agreement, a franchisee will pay an initial franchise fee. The franchisee is also required 
to purchase leasehold improvements, equipment, fixtures, and signage from our designated or approved suppliers to 
build or develop the franchised store. Historically, new franchisee could expect to invest on average approximately 

 

6 Includes buildout costs, initial inventory an initial franchise fee of $40,000, and other pre-opening costs. $0.40 million represents historical average 
cost for stores open for at least 12 months, compared to average cost in 2021 of $0.52 million (range of $0.45 million to $0.65 million). 

7 Represents Fiscal 2021 performance for 374 franchised stores open for at least 12 months. 
8 Calculated by dividing the 2021 AUV of $1.69 million by the historical investment cost of $0.40 million. 
9 Calculated by dividing 2021 average 4-Wall EBITDA of $0.185 million by the average investment cost of $0.40 million. 
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$0.40 million10 related to a new franchise, the initial franchise fee, and all initial merchandise inventory to be sold in 
the franchise location. Beyond opening, the franchisee is required, with some limited exceptions, to purchase a 
significant majority of ongoing merchandise from suppliers that we designate or approve, which may include us or 
our affiliates or other restricted sources, to be sold in the franchise location. 

Pet Valu, Bosley’s by Pet Valu and Paulmac’s Pets franchisees are also required to pay 6%, 7% and 5% of their gross 
sales, respectively, as an on-going royalty fee to the Company (except that for each brand, the royalty fee associated 
with gross sales earned in respect of any authorized grooming services is 1% of gross sales). Currently, a Bosley’s by 
Pet Valu franchisee may also be entitled to a reduction of their royalty percentage from 7% to either 6.5% or 6% of 
gross sales, depending on the percentage of their monthly purchases from the Company. The royalty fee for Paulmac’s 
Pets franchisees will increase from 5% of gross sales up to 6% of gross sales in 2022.  

A franchisee under each of the banners is required to contribute 2.5% of its gross sales on the first $2.2 million of 
gross sales per store as contributions to a promotion fund (the “Promotion Fund”, the purpose of which is described 
below under “The Company’s Business – Advertising and Marketing”), as well as to pay a “Technology as a Service” 
fee (charged for technology expenditures for in-store hardware and software as well as the related on-going 
maintenance and support). Both the promotion fee and the technology fee are payable at the same time as the royalty 
fee described above. See “– Advertising and Marketing” below. Throughout the term of the franchise agreement, a 
franchisee is also required to maintain the condition and appearance of their franchise to be consistent with our then-
current standards for the design of the store, including replacement of worn-out or obsolete fixtures, furnishings, 
equipment and signs. All such refurbishing is at the franchisee’s expense, although the Company may choose to co-
invest, at its own discretion, where doing so is expected to be beneficial to both the franchisee and the Company. 

Currently, with few exceptions, most franchisees sublease the Company-approved premises for their franchise from 
us or one of our affiliates under the terms of a sublease agreement. In rare occasions, we sell franchises to individuals 
and entities that may lease facilities from third party landlords who are unaffiliated with the Company, provided that 
we approve of the location and lease. In the majority of instances where the franchise operates under a sub-lease, the 
franchisee is responsible for paying the greater of the contracted rent for the location or 8% of sales for the sub-lease 
of the location, subject to limited relief on the application of percentage rent for stores expected to annualize to less 
than $1 million in retail sales. In 2021, 80% of the Company’s franchisees paid percentage rent which represented on 
average 2.9% of total franchised store sales. The franchisee is also responsible for all other costs and expenses under 
the lease and/or sublease, including common area maintenance and real estate taxes. Any default by the franchisee 
under a lease or sublease is deemed to be a default under the franchise agreement, allowing us to terminate the 
franchise agreement. See “– Properties” below. 

Franchise System Support and Training 

Before a franchisee opens a franchise, we provide initial training to the franchisee’s operator and one of its employees. 
We also offer franchisees on-going training and support, such as mandatory attendance at an annual franchisee 
convention, at the franchisees’ expense.  Product, services, basic safety, selling skills, and pet nutrition and wellness 
training, which is substantially similar to that used for our corporate-owned stores, is also made available to franchisees 
and their employees through our online learning portal. 

The Company also provides franchisees with access to a set of our franchise manuals and forms, which outlines our 
system standards that must be followed by franchisees in full compliance for use in operating the franchise for each 
applicable brand (collectively, the “Manuals”). The Manuals are used to ensure consistency across franchisees in the 
applicable franchise systems in respect of items such as the design and appearance of the store, technology systems, 
product and inventory specifications, uniforms and hours of operation, trademark usage, marketing and advertising, 
and other items that the Company determines to be useful to preserve or enhance the efficient operation, image or 
goodwill of the applicable brand and franchise system. The Company’s Franchise Business Consultants help 

 

10 Includes buildout costs, initial inventory an initial franchise fee of $40,000, and other pre-opening costs. $0.40 million represents historical 
average cost for stores open for at least 12 months, compared to average cost in 2021 of $0.52 million (range of $0.45 million to $0.65 million). 
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franchisees refer back to these Manuals and other training materials to rectify any identified deficiencies during the 
quarterly standards and operations reviews. 

Franchisee Screening 

Franchisee candidates must complete a screening call and are then eligible to submit a franchisee application. A 
potential site is selected and candidates pay the Company a refundable deposit. Candidates then attend Discovery Day, 
which includes interviews with the Chief Executive Officer, Chief Administrative Officer, Vice President Franchise 
Store Operations, and Chief Digital and Marketing Officer to ensure the candidate is suited for the role.  Each 
interviewer provides a written assessment of the candidate and must confirm whether or not the candidate is 
approved.  All candidates also complete a credit check and criminal background check. If a candidate successfully 
completes Discovery Day, the candidate then must secure financing prior to entering into a franchise agreement with 
the Company. 

Franchise Term, Termination, Renewal and Transfer 

The term of a franchise agreement is typically 10 years from the opening date of the franchise store, unless terminated 
earlier by the Company. After the initial 10-year term of the franchise agreement, franchisees have the right to acquire 
two additional five-year successor terms provided that the franchisee satisfies certain renewal conditions prior to each 
successor term, including paying the Company a renewal fee equal to 25% of our then-current initial franchise fee. If, 
at the end of the initial 20-year term, the franchisee is in good standing, the Company may opt to enter into a new 
franchise agreement in five-year increments including paying the Company a renewal fee equal to 25% of our then-
current initial franchise fee. The franchise agreement may be terminated by the Company prior to the end of the term 
or any successor term in the event the franchisee defaults under the franchise agreement and does not cure the default 
in the time specified (if the default is one capable of being cured). As of January 1, 2022, the average remaining 
franchise agreement term is four years. 

In the case of a transfer of the franchise, the selling franchisee is charged a transfer fee equal to 25% of the Company’s 
then-current initial franchise fee. We are also granted a right of first refusal under the franchise agreement in respect 
of any one or more bona fide written offers for a proposed transfer of the franchise. Prior to the completion of the 
transfer, the purchaser is subject to the same screening process as other franchise candidates and is required to 
successfully complete any training that may be required by the Company. 

Corporate Store Network Model 

Corporate Operations and Structure 

Pet Valu’s business model also leverages a strong core of corporately owned and operated retail stores.  Corporate-
owned stores are operated under all five banners.  As the business models for all five banners are substantially similar 
to each other, the following information applies to each of our corporate store models, unless otherwise indicated. 

As of January 1, 2022, we had 227 corporate-owned stores across eight provinces in Canada and in every market type. 

All our corporate-owned stores operate within a set of standards to ensure stores operate safely and are ready to serve 
customers.  These standards include items such as the design and appearance of the store, technology systems, product 
and inventory specifications, uniforms and hours of operation, trademark usage, marketing and advertising, safety 
checklists, operating instructions, and other items that the Company determines to be useful to preserve or enhance 
the efficient operation, image, or goodwill of the applicable brand. 

Our corporate-owned stores allow us to rapidly test new, products, innovations and best practice procedures at scale 
and then standardize operations to accelerate the roll-out of critical changes, products and service offerings with our 
franchise system. They also serve as a complementary growth mechanism allowing us to react quickly to opportunities 
in new communities or other attractive markets. Corporate store leaders are critical inputs to our success providing 
two-way feedback through our execution management system, advisory councils, and weekly field leadership 
meetings. In addition, the relatively long average tenure of our corporate store managers of approximately four years, 
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leads to strong local community connections and stability. The combination of our listening and learning network and 
experienced store managers enables Pet Valu to operate nimbly in times of great change and to lead by establishing 
and standardizing best practices before advocating changes to our franchisees. With proven success in our corporate-
owned stores, we see more rapid and successful transfer of these best practices and then very high levels of operational 
consistency across all stores, corporate-owned and franchised, as audited quarterly through our field leadership.  In 
addition, where needed, our hybrid operating model provides us with the ability to quickly open a new corporate-
owned store after having identified an optimal site, but prior to having identified a franchisee. 

We provide initial and ongoing training to our corporate store teams through our online learning portal including these 
standards but also animal health and safety, nutrition and wellness, products and services, operations, culture, legal 
and compliance in our corporate-owned stores.  This portal is available via a variety of in-store technologies and, 
where required, is supplemented by hardcopy materials. 

Corporate Unit Economics 

As with our franchised stores, our corporate-owned stores consistently generate attractive cash-on-cash returns and 
typically see an approximately two-year payback on initial investment. Our attractive corporate-owned unit economics 
are demonstrated by an average corporate-owned store 4-Wall EBITDA Margin greater than 20%11 and an average 
sales to investment ratio of approximately 4.212 times, implying cash-on-cash returns in excess of 80%13. 

Merchandise and In-store Services 

Merchandise and In-store Services Mix 

We specialize in the retail sale of pet food and supplies, as well as select pet services. Our comprehensive product 
offering includes over 350 brands and over 7,000 pet products specialized for dogs, cats, fish, birds, reptiles, and small 
animals. Our sales mix consists of: 

 Consumable products, representing 68.2% of our system-wide sales in 2021 (vs. 68.5% in 2020), which primarily 
includes food and treats for dogs and cats and are typically purchased on a weekly or monthly frequency; 

 Hardlines and specialty products, representing 30.2% of our system-wide sales in 2021 (vs. 29.9% in 2020), which 
primarily includes dog chews, collars, leashes, flea and tick products, pet cages and carriers, dog and cat toys, cat 
litter, wild bird products and other related accessories and are typically purchased on a monthly or quarterly 
frequency; and 

 In-store services, representing 1.6% of our system-wide sales in 2021 (vs. 1.5% in 2020), which primarily includes 
self-serve dog washes and full-service grooming salons. The services we offer for pet parents are essential, 
recurring, and high frequency in nature. In addition to acting as a profitable driver of new customer acquisitions, 
services help retain customers, drive incremental customer traffic, extend the duration of customer store visits, 
and increase overall engagement. Approximately 60% of stores offer self-serve dog wash bays and 33% offer 
full-service grooming salons, with just over 20% of stores offering both and 75% of stores offering at least one. 
We believe service sales performance has been materially impacted by COVID-19-related government-based 
operating restrictions that limited our ability to offer these services and expect in-store services volumes will 
return to more normalized levels as social distancing and intermittent, government-based operating restrictions 
and public health policies are relaxed. 

 

11 Represents Fiscal 2021 performance for 213 corporate stores open for at least 12 months. 
12 Calculated by dividing the 2021 AUV of $1.51 million by the historical investment cost of $0.36 million. 
13 Calculated by dividing 2021 average 4-Wall EBITDA of over $0.30 million by the average investment cost of $0.36 million. 
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Certain of our corporate-owned and franchised stores also sell live animals, including fish, birds, reptiles, and other 
small animals, and/or facilitate the adoption of cats, dogs, or other small animals on behalf of local animal welfare 
organizations 
 
National and Proprietary Brands 

Our stores offer a curated assortment of the highest quality products for pets, which offers the functional breadth of 
assortment found in most pet warehouse stores all within a compact and easy-to-shop specialty pet store footprint. 
Our product selection, most of which has limited distribution outside of the pet specialty retail channel, is designed to 
support the needs of pet parents across the full lifecycle of their pets and provide the breadth and variety needed to 
cover all the daily needs to feed, train, play, and protect their pets. 
 
We offer an extensive selection of well known, sought-after and premium national brands, many of which exclusively 
distribute through the pet specialty channel only. National brands we offer include, but are not limited to, Acana, 
Orijen, Stella & Chewy, Hill’s Science Diet, Merrick, Blue Buffalo and Kong.  
 
To complement our national brands, we also have a selection of award-winning proprietary brands available only to 
Pet Valu customers in Canada, which provide even more high-quality options for pet food and supplies. Our portfolio 
encompasses over 1,500 items across brands such as Performatrin, Performatrin Ultra, Performatrin Ultra Limited, 
Performatrin Naturals, Lovibles, Barker’s, Bailey & Bella, Jump, and Fresh4Life. Performatrin and Performatrin Ultra 
foods are the premier brands in our line-up, with more than 35 years and 19 years, respectively, of strong sales history 
within Pet Valu stores. More recently, the capabilities of our product development and store sales teams enabled 
further extensions of our proprietary brands through the launch of our Performatrin Naturals foods, our Performatrin 
Ultra line of natural bones and chews, and the extension of our Bailey & Bella and Jump brands into more style-
oriented apparel, collars, and leash products. We have a strong track record of increasing the penetration of our best-
in-class portfolio of proprietary pet food and hardlines brands and expect to continue to do so going forward. In 2021, 
we generated approximately 30% of our system-wide product sales from our proprietary brands. We believe these 
brands help Pet Valu attract and retain customers and offer our franchisees and us an enhanced margin profile. We 
believe there is room to grow these brands as part of our product mix.  
 
Merchandise Sourcing 

We purchase most of our merchandise centrally from manufacturers, wholesalers, manufacturers’ representatives, and 
importers. Our strategy is to source merchandise directly from the lowest cost suppliers that meet our high-quality 
standards while maintaining appropriate supply chain resiliency, especially in today’s challenged environment. We 
currently source our merchandise from Canada, the United States, Belgium, China, Germany, Hong Kong, India, 
Indonesia, Taiwan and Thailand. Approximately 31% of purchases were denominated in US Dollars during Fiscal 
2021. 

Our supplier base is well diversified, with no single supplier accounting for more than 15% of our total purchases 
during Fiscal 2019, Fiscal 2020 and Fiscal 2021. In 2021, our top 10 suppliers represented 52% of our total purchases 
and our top 25 suppliers represented 70% of our total purchases. In our merchandise sourcing we strive to find a 
balance between building long-standing relationships with our vendors and identifying and working with new and 
innovative specialty vendors. We have strong and long-standing relationships with our suppliers, including 
relationships with six of our top 10 suppliers for more than 14 years and each of our top 10 suppliers for more than 
three years. We generally buy products on an order-by-order basis and usually do not enter into long-term purchase 
contracts or offer other assurances of continued product supply or guaranteed product cost. The strength and duration 
of these relationships combined with both our ability to establish new relationships with on-trend brands, and our 
purchasing scale and direct sourcing capabilities contribute to our competitive cost position and ability to offer a wide 
selection of products at our price points. 

In addition, our in-house nutritionist and proprietary brand teams develop the product formulation, design, packaging, 
and labeling concepts for our proprietary brands and work in concert with world-class manufacturers selected to 
produce each item to meet our exacting standards.  We have had and highly-value our over 13 years of close working 
relationships with our primary proprietary brand manufacturer for our dog food products, which is our largest supplier.  
As our proprietary brand teams identify new formulations, launch alternative price-point brands and continue 
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expanding our hardlines product lines, we have diversified our proprietary brand manufacturing partners to increase 
the resiliency in our supply chain. 

Our Omni-Channel Strategy 

petvalu.ca is a continually evolving digital representation of our brand. We strive to offer an integrated experience for 
our customers where they are provided another access point to our offerings, are able to shop when they want and how 
they want and enjoy equally exceptional customer service as they would in our stores. We believe there is a synergistic 
relationship between our store network and petvalu.ca, with the success of each channel benefitting the other through 
increased marketing, brand awareness and affinity. 

Since 2019, we have made significant strategic investments in building our omni-channel platform. Initially, our focus 
revolved around positioning our website as a channel to market to our customers and showcase our product catalogue. 
In August 2020 we began the roll out of our transactional website with direct-to-home delivery capabilities fulfilled 
through our distribution centres. As of February 2021, our transactional website was fully operational across 
Canada.  Throughout its development, launch and rollout, we have worked closely with our Canadian Franchise 
Council and other representative franchisees to build a mutually-beneficial marketing and profit sharing program 
which includes the sharing of a net economic benefit from a direct-to-home online order where the customer is 
primarily loyal to a specific franchise store and/or where the business address for the order is within an existing 
franchisee’s territory. 

In Fall 2020, we started point of sale (“POS”) and in-store order management technology upgrades, with the upgraded 
POS rollout completed in the third quarter of 2021. In September 2021, we completed the roll out of the last step of 
launching our fully integrated omni-channel offering by activating “Click & Collect” as a fulfillment option giving 
customers the ability to purchase online using real-time inventory visibility and the ability to seamlessly pay for their 
products online and pick up in any of our corporate-owned or franchised stores. For Click & Collect orders, the store 
that completes the sale based on customer pick up preference receives full credit for that sale.  Our integrated omni-
channel offerings now enable our customers to receive products more expediently and conveniently than ever before 
with our physical store network serving as pick-up points closer to customers than any other specialty pet retailer.  

Finally, in December 2021, we upgraded the website and order management solutions creating a stronger foundation 
for future development, which will allow for faster improvements to the customer experience. 

We saw an uptick in customer usage of our online platforms during the COVID-19 shopping restrictions primarily in 
the province of Ontario and most especially during the period of December 26, 2020 to June 11, 2021 when significant 
numbers of our Ontario-based stores were restricted to curbside shopping. We experienced times during those 
restrictive periods where more than 10% of our system-wide daily sales were generated through these online tools.  
This early test of our capacity from an unusual period of customer behaviour gives us confidence in the capabilities 
we have built.  As shopping restrictions were lifted during 2021, we experienced a rapid return of our customers to in-
store shopping patterns.  Starting from a more normalized base in July 2021, we have seen consistent growth in our 
website traffic and online sales.  

We are committed to protecting the security of customer data as our customers shop with our franchisees and us. We 
undertake administrative and technical measures to protect our systems and the customer data those systems process 
and store. We have developed policies and procedures designed to manage data security risks. We employ technical 
security defenses, monitor servers and systems, and use technical measures such as data encryption. We also use third 
parties to assist in our security practices as well as to prevent and detect fraud. See “Risk Factors – We are subject to 
risks related to online payment methods, including changes to regulations, compliance requirements and fraud” and 
“Risk Factors – Our marketing programs, digital commerce initiatives, and collection, use, sharing and other 
processing of consumer information, including personal information, are governed by an evolving set of laws and 
enforcement trends, and changes in privacy laws or trends, or our failure to comply with existing or future laws, could 
substantially harm our business and results of operations”. 
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Our Loyalty Program  

We believe that our loyalty program, Your Rewards, is our greatest asset in providing relevant, timely offers and 
messages to our customers. As of January 1, 2022, our loyalty program consisted of approximately 2.0 million active 
members that have transacted at one of our stores – corporate-owned and/or franchised– or online in the last 12 months. 
We increased our loyalty program penetration to 66% of system-wide sales in 2021, representing a 41% increase in 
active loyalty members and a 13% increase in penetration relative to 2020, and a 18% penetration increase relative to 
2019. We attribute the continued growth in our loyalty program to the strength of our Frequent Buyer Bag Program 
and our Frequent Dog Wash Program which, reward customers who buy 12 bags of pet food or six dog washes with 
a complimentary bag of dog food or a complimentary dog wash, respectively. Based on our internal systems, we are 
able to differentiate loyalty spending patterns relative to non-loyalty members and have identified our consumable 
food products as a key driver of loyalty spending with just under half of our members’ baskets containing consumable 
food products. 

Our program is currently focused on dog and cat food and select specialty pet items as well as dog washes and discount 
days, with our members-only Seniors & Military Day being our largest single sales day each month. The program 
gives us the ability to provide our members personalized offerings based on their purchase history and shopping 
behaviours, resulting in increased engagement. We expect the continued growth of our loyalty program to allow us to 
deepen our relationships with our customers; drive differentiated value for them; and continue to support strong store 
and digital business performance. 

We have and continue to make significant investments in digital and omni-channel infrastructure to help build 
customer loyalty and better serve our customers. While our loyalty program has been in place since 2015, we and our 
franchisees implemented a significant upgrade to our program in Summer 2020 and now operate an integrated, digital 
system which allows us to seamlessly recognize our customers and provide personalized shopping suggestions across 
all participating brands. We expect our improving capabilities to continue creating significant new loyalty program 
sign-ups and increase penetration, allowing us to generate advanced insights on customer purchase behaviour and 
further personalize our offerings to meet the needs of the most valuable customers in Canadian pet. 

Our People and Culture 

As of January 1, 2022, we had 1,815 full-time equivalent employees, of which 1,052 are employed in our corporate-
owned stores, 373 are employed in our support offices, and 390 are employed in our distribution centres or in our 
distribution transportation network. We are not party to any collective bargaining agreements, and we believe our 
labour relations are generally good. 

Our culture is grounded in “9 Core Beliefs” that begin with designing our operations and merchandising mix with the 
Devoted Pet Lovers and efficiency in mind, followed by influencing how we and our franchisees hire and develop 
people committed to becoming ACEs, how we value our close relationships with our franchisees, how we set 
expectations for leaders to be inspiring, supportive, and informative, how we combine our assets to drive profitable 
growth, and how we pause each day to recognize the fun in what we do. This culture is promulgated through ongoing 
communications, leadership development, and daily celebrations of the emotional connections we share with each 
other and with our customers and their pets. 
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We have distilled the essence of these beliefs into the “Our Four Paws” service model. Our highly trained and 
passionate ACEs bring “Our Four Paws” to life by utilizing a consultative, compassionate approach to deliver 
knowledgeable advice and superior experiences to our customers. Our ACEs share a common bond: most of them are 
also Devoted Pet Lovers. From the moment they join Pet Valu, our ACEs, in both our corporate-owned and franchised 
stores, receive extensive initial training across animal health and safety, nutrition and wellness, products and services, 
operations, culture, legal and compliance. Thereafter, our ACEs continue learning about brands and pets of all types 
via recurring virtual education sessions. 

Through “Our Four Paws”, our ACEs learn the importance of making good, prioritized decisions to: 

 operate safely to build long-term trust with our Devoted Pet Lovers and fellow ACEs; 

 extend compassion to our customers, their pets, our communities and to each other; 

 develop and offer approachable expertise to help our Devoted Pet Lovers make good choices to improve the 
overall welfare of pets across Canada; and 

 make efficient use of time and resources to drive profitability. 

In our corporate operations, we support our ACEs’ and store management’s commitment to “Our Four Paws” through 
a preferable pay structure that combines a competitive hourly wage and benefits programs with an attractive employee 
discount program and monthly sales incentives, in which our corporate-owned store ACEs, inclusive of hourly staff 
and store management, are eligible to receive a bonus and an accelerated 50% full-store discount for meeting local 
store sales targets during the month. 

Finally, we are committed to the long-term development and improvement of our culture and leaders.  During Fiscal 
2021, we instituted the Leadership Development Program: a company-wide leadership development curriculum 
centered on “Our Four Paws” and retail business acumen.  Our executive leadership and learning development team 
work together to lead this program focusing on self- and team-leadership in a retail environment. The program directly 
ties leading retail management disciplines, such as personality profiles, situation-based leadership, self-accountability, 
and calculating return-on-investment, to “Our Four Paws” and investing for long-term, profitable returns.  Leveraging 
leading academic work on compassion in the workplace and deep insights into the culture of high-performing 
workplaces, this program is a critical element of the continued evolution and improvement of Pet Valu leaders as we 
prepare for future growth. 
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Marketing and Advertising 

Our approach to advertising and marketing is to reach customers across various online and offline channels. Our 360-
degree marketing efforts leverage our efficient, cost effective and data rich loyalty platform to allow us to reach our 
current customers, as well as manage and track the effectiveness of our spending. We use different channels including 
print, television and digital advertising targeting potential customers across Canada strengthening our overall brand 
recognition and inviting new customers to Pet Valu. 

We have established the Promotion Fund for advertising, marketing, and public relations programs, and materials. 
Each week, franchisees pay the Company or our designated affiliate a fee to be contributed to the Promotion Fund in 
an amount set by the Company, not to exceed 3% of gross sales (currently 2.5% of gross sales up to the first $2.2 
million of gross sales per store).  We direct all programs financed by the Promotion Fund, with sole control over all 
creative and business aspects.  Currently, our policy is for our corporate-owned stores to contribute to the Promotion 
Fund at the same percentage as our franchisees.  Additional advertising and marketing may also be placed through 
cooperative marketing and promotional funding with our product suppliers. 

The Promotion Fund may pay for, among other things, the administration of national, regional, and multi-regional 
marketing and advertising programs, the re-imbursement of coupon programs, customer returns, repayment for 
discounted or expired food or merchandise, new store fixtures, preparing, producing and placing video, audio and 
other electronic media, graphic design, point of purchase displays, trade show booths, posters, websites, public 
relations, market research, customer analysis, and other advertising, promotion, and marketing activities. 

In addition to paid channels, we believe many of our new customers originate organically—from word-of-mouth and 
non-paid referrals from our customers as well as from general awareness of our product offering. Our ability to retain 
a high level of non-paid customer acquisitions reduces the level of marketing investment required to continue our 
growth. 

We plan to further grow the customer base for our franchisees and us by cost-effectively acquiring new customers 
through targeted marketing campaigns and converting them into frequent customers. In addition, we regularly 
introduce new categories, brands and products to our customers and continually review our offerings with the goal of 
providing customers with a one-stop shop for all their pet needs, increasing customer loyalty and driving repeat 
purchasing.  

Distribution Network  

Our distribution centre network supports our franchisees and our stores nationwide and fulfills more than 90% of our 
retail goods. Our distribution centre network includes four warehouses and two forward deployment cross-dock 
centres, all of which are leased other than our Ottawa, Ontario cross-dock which we own. In addition, we engage with 
two third-party logistics companies to provide additional storage space in several markets. Bulk and piece-pick items 
are shipped to our stores across Canada from our distribution centres, and to a lesser degree from certain third-party 
suppliers. Direct-to-home deliveries transacted through our website are fulfilled through our distribution centres and 
select third-party suppliers. 

The below table describes our warehouses and forward deployment cross-dock centres, excluding third-party 
locations. 
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Location Type Size (square feet) 

Delta, British Columbia Warehouse 109,000 

Calgary, Alberta Warehouse 155,000 

Mississauga, Ontario Warehouse 78,000 

Etobicoke, Ontario Warehouse 165,000 

London, Ontario Forward deployment cross-dock centres 18,000 

Ottawa, Ontario Forward deployment cross-dock centres 10,000 

We only sell the products we carry directly to consumers or, in the case of our franchise business, to our own 
franchisees.  We primarily purchase our products directly from our vendors; however, in certain markets and with 
certain products, we rely on third-party distributors to conduct our business. Any relationships we have with third-
party distributors are governed by non-exclusive agreements that do not obligate us to minimum volume or fees, and 
such agreements may be terminated by either party on 90 days’ prior written notice.  

Transportation 

We must constantly replenish depleted inventory through deliveries of merchandise to our distribution centres and 
third-party storage facilities, and from our distribution centres to our stores by various means of transportation, 
including shipments by sea, train and truck on the roads and highways of Canada.  We operate a hybrid model between 
a leased, company-managed fleet and the use of third-party carriers for deliveries to our stores.  Within proximity to 
our distribution centres and forward deployment centres, we directly lease rolling stock and operate store deliveries 
using our drivers.  This flexibility gives us the ability to leverage off-hour deliveries in 44% of our stores, minimizing 
disruption during operating hours.  For further distances from our distribution centres, we leverage our in-house 
procurement staff to competitively bid and then contract with specific third-party carriers on a regional basis to provide 
consistency of service, delivery times, and routes to our franchised and corporate-owned stores.  We completed our 
last request for proposal for outbound store deliveries in the fall of 2021 for stores over 200 kilometers from a 
distribution centre.  We selected five less-than-truckload carriers across Canada at very competitive rates. Our 
transportation costs are subject to fuel cost increases or surcharges and therefore fluctuate over time.  

Environmental and Social  

As a relatively new public company, we are at the very early stages of developing our environmental and social 
strategy, with oversight by the Governance and Nominating Committee of the Board of Directors. Below are 
descriptions of environmental and social initiatives we have undertaken. 

We work to integrate our focuses on environmental and social factors directly into our core operations using “Our 
Four Paws”, which focuses our teams, in order, on 1) Safety, 2) Compassion, 3) Expertise and 4) Efficiency.  Our 
primary environmental and social focuses are safety in how we work and the ongoing development of expertise for 
our ACEs, especially animal health and safety, within the workplaces we create and the experiences we offer our 
customers and their pets. Safety is the first of “Our Four Paws” and guides each of our interactions. At our corporate-
owned and franchised stores, distribution centres and corporate offices, our ACEs are trained to uphold the Pet Valu 
standards to ensure we are operating safely and are ready to serve our customers. Through initial and on-going training 
on Workday, our online portal, ACEs are informed about animal health and safety, nutrition and wellness, products 
and services, operations, legal and compliance issues in addition to role-specific health and safety programs. Our 
Work Alone policy is just one program that reinforces the focus on our ACEs’ health and safety: this is where ACEs 
working alone call another “buddy” store to check in every 30 minutes, and, in areas of higher disorderly or criminal 
activity, we add incremental labour to not schedule any ACEs to work alone at night. Through our frequently executed 
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task control hub (FETCH), we oversee task management such as monthly safety audits and daily, weekly and monthly 
store walkthroughs to ensure appropriate safety readiness. 

At the onset of the COVID-19 pandemic in March 2020, Pet Valu quickly implemented protocols and procedures to 
protect the health and safety of our employees, our franchise owners and their associated staff, and our customers. 
This included adopting appropriate hygiene, social distancing, and self isolation practices and signage in-line with 
provincial and municipal mandates, as well as distribution of personal protective equipment such as masks, gloves 
and access to face shields and sanitizers. At our stores, we and our franchise owners installed plexiglass shields at 
check-out registers and floor graphics to assist with customer flow. We also provided temporary variable rent relief in 
early 2020 and reduced franchisee contributions to the Promotion Fund in April 2020 to help mitigate the effects of 
the COVID-19 pandemic on their operations. At our warehouses, forward deployment cross-dock centres and head 
offices, we transitioned non-essential personnel to work-from-home, instituted temperature and health checks at the 
entrance of each facility, and staggered work breaks to minimize density in key welfare areas. The Company continues 
to adhere to provincial guidelines on COVID-19 safety procedures, which are rapidly changing on a province by 
province basis. 

Over the past few years, we have assessed other areas to improve our environmental footprint. We initiated our efforts 
by converting to LED lighting at all of our corporate-owned stores and distribution centres. We have also begun 
implementing energy management systems (“EMS”) within our stores, which include smart thermostats and portal-
based reporting to monitor and adjust energy consumption. We continue to assess, monitor and develop practices that 
drive toward our fourth paw of Our Four Paws, Efficiency, which is to use time and resources responsibly.  

We believe pets are a critical component of well-being and healthy living for Canadian households and we can help 
improve the lives of pets across Canada.  Over a 10-year period, Pet Valu has worked with its customers and stores 
through annual giving events to raise over $21.5 million in donations to local animal rescues and shelters – primarily 
through our Spring Pet Appreciation Month and our October Companions for Change donation campaigns.  We also 
partner with our franchisees to raise specific funds every fall to sponsor animal rescues and spay/neuter mobile 
vehicles and other requested animal care and safety grants in specific provinces across Canada. We also know 
thousands of Canadians find solace and living support through partnership with a Guide Dog from the Lions 
Foundation of Canada.  For many years, Pet Valu has served as a close partner for the Dog Guides program including 
our annual Walk for Dog Guides and Pay-What-You-Can calendar drives, which together serve as the Lions 
Foundation’s largest annual financial support for the Dog Guide program.  Through these programs, we have fully 
sponsored over 153 Dog Guides through training and placement with a Canadian family in need of assistance.  In 
2019, we became the national feeding sponsor for the Dog Guide program, and now all in-training and certified Dog 
Guides are fed our Performatrin and Performatrin Ultra recipe foods for free. 

Finally, we believe the pet industry is an important part of improving the overall sustainability of the global food 
supply by identifying value-added use for food materials produced, but not otherwise consumed in the human food 
supply chain. Our merchants work closely with our manufacturer partners to identify specific animal products and by-
products that, although not optimal for human consumption, are edible, nutritious and can be used safely in the 
production of pet food and treats.  Examples include the novel uses of body components, such as the kneecaps and 
knuckles, that, once properly prepared, are healthy dog chews promoting healthier teeth and chewing habits for certain 
dog breeds and the use of components less desired by humans, such as lungs, hearts and kidneys, that provide 
significant sources of available protein for pets of all types.   

Seasonality 

Our operations are impacted to a limited degree by seasonality, given the high penetration of consumables products 
sold throughout the year. In particular, we sell select holiday merchandise that is not part of our core assortment during 
the rest of the year, such as holiday specific toys, apparel and giftable items, and, as a result, see a slightly higher 
proportion of volume sales in the fourth quarter. 2020 and 2021 system-wide sales and revenue seasonality were 
significantly affected by the various forms of government mandated operating restrictions and resulting shifts in 
consumer behaviour related to the COVID-19 pandemic. The Company believes the system-wide sales and revenue 
cadence in 2019 is more reflective of Pet Valu’s historical seasonality under normal operating conditions. 
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Quarterly results may also be affected by the timing of new store openings, completion of renovation, expansion or 
relocation projects, the timing of certain holidays and severe weather conditions. 

 System-wide Sales (% of annual)  Revenue (% of annual) 
 Q1 Q2 Q3 Q4  Q1 Q2 Q3 Q4 

2019 23.6% 24.2% 24.8% 27.4%  23.6% 24.2% 24.8% 27.4% 

2020 24.0% 20.6% 24.7% 30.7%  23.7% 20.3% 24.6% 31.4% 

2021 22.0% 23.2% 25.9% 28.9%  21.9% 23.5% 25.9% 28.7% 

 

Properties  

We have two leased headquarter office spaces located in Markham, Ontario, comprising a total of 94,219 square feet. 

We lease all our warehouse and forward deployment cross-dock centre locations, other than our Ottawa, Ontario cross-
dock, and 609 of our stores. Approximately 3% of our franchised stores are either owned or leased by the franchisee 
themselves. Our stores are leased from a wide variety of third parties. The original lease term for our stores is generally 
10 years, with certain leases being shorter or longer, and many of these leases containing renewal options. The vast 
majority of our store leases, excluding renewal options, expire at various dates over the next seven years. To date, we 
have not experienced difficulty in either renewing leases for existing locations or securing suitable leases for new 
stores. Certain leases require payment of property taxes, utilities, common area maintenance and insurance and, if 
annual sales at certain locations exceed specified amounts, provide for additional rent expense.  A small portion of 
our leases also include early release clauses tied to specific sales performance thresholds providing us with additional 
operating flexibility should a store not reach sales expectations. 

In addition, we sublease approximately 97% of our franchised stores to our franchisees. The original sublease term 
for our franchised stores is generally 10 years, with certain subleases being shorter or longer, and many of these sub 
leases contain renewal options. The vast majority of our franchised store subleases, excluding renewal options, expire 
at various dates over the next 10 years. 

Intellectual Property  

We own the material trademarks used in connection with the production, marketing, distribution, and sale of all our 
proprietary brand products in Canada. Our key trademarks include “Pet Valu”, “Bosley’s By Pet Valu”, “Paulmac’s 
Pets”, “Tisol”, “Total Pet”, “Bailey & Bella”, “Jump”, “Essentials Pet Expert Approved”, “Performatrin”, 
“Performatrin Ultra”, “Performatrin Ultra Limited”, “Performatrin Naturals”, “Your Pet. Your Store”, “Fresh4life”, 
“Lovibles”, “Barker’s”, “Barker’s Complete”, “Naturally Crafted”, “Solesca Woods”, “Companions for Change”, 
“Love Lives Here”, “Groomingdale’s”, “Health Diet”, “Our Four Paws”, and “Pet Valu Companion”. We have 
approximately 64 trademarks in Canada, approximately 36 trademarks in the United States, and approximately 21 
trademarks in China which are either registered or pending, and approximately 85 domain name registrations. We 
have filed trademark applications in China for the following trademarks: “Pet Valu”, “Jump”, “Bailey & Bella” and 
“Essentials Pet Expert Approved”. We intend to continue to strategically register trademarks and domain names that 
we use today and those we develop in the future. 

We are not currently aware of any claims of infringement or challenges to our right to use any of our marks in Canada, 
the United States or China. 

Technology  

We rely on information systems to manage all aspects of our business, including customer facing systems such as 
point of sale, e-commerce, loyalty, and business systems including accounting, finance, human resources, inventory 
management, and store communications. The implementation of these systems has enabled management to efficiently 
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support our customers, conduct our operations and gather, analyze, and assess information across all business 
segments and geographic locations. Since 2019, we have made significant investments to modernize our technology 
infrastructure and expand our omni-channel capabilities. We and our franchisees have recently completed upgrades 
of the store POS systems and store networks to enable seamless, integrated click-and-collect, digital receipts, and 
marketing offer opt-ins, while improving check-out speed and inventory management processes. We believe that our 
information technology infrastructure is sufficient to support our operational growth and provide us with the 
information we need to effectively run our business; however, we continue to assess and invest in specific modules 
and enhancements to continue to improve the efficiency and capacity of our systems. The company will continue to 
make investments in its information technology transformation, including investments in its omni-channel capabilities, 
supply chain, merchandising and financial systems. We also utilize technology to secure, manage and monitor the 
environment, and use technical measures such as data encryption, including third parties, to assist in our security 
practices as well as to prevent and detect fraud. Through best practices guided by internationally recognized security 
frameworks, we work to protect Pet Valu against cybersecurity risks while safeguarding our customers’ most sensitive 
information and review our monitoring, preventative actions and employee training quarterly with the Audit 
Committee of the Board of Directors. See “Risk Factors – Technology Risks – Our business depends on data networks 
and infrastructure, our third-party data centre hosting facilities, other third-party providers, and our ability to maintain 
and scale our technology. Any significant interruptions or delays in service on our website or any undetected errors 
or design faults could result in limited capacity, reduced demand, processing delays, and loss of customers”. 

Regulatory Matters 

We are subject to a broad range of federal, provincial, local, and foreign laws and regulations. While the Canadian 
Food Inspection Agency (“CFIA”) does not regulate the manufacture of pet food in Canada, CFIA does regulate pet 
food imports and related products to prevent animal diseases from being introduced into Canada. The labelling and 
advertising of pet food is regulated by the Consumer Packaging and Labelling Act (Canada) and the Competition Act 
(Canada), administered by the Competition Bureau, a federal institution that is part of Innovation, Science and 
Economic Development Canada.  The Competition Bureau administers legislation requiring that prepackaged pet food 
destined for retail consumption be labelled in accordance with legislative requirements. The legislation also prohibits 
false and misleading representations and the making of unsubstantiated claims among other deceptive marketing 
practices. Health Canada administers legislation prohibiting unsubstantiated and unapproved health claims and 
products, particularly as they relate to veterinary health products and pet pest control products. Provincial consumer 
protection laws also regulate marketing and advertising claims that we make. Given that there is little regulation of, 
or specific organizations in Canada governing, the production of pet food, recalls are largely voluntary and are 
generally the responsibility of the manufacturer. 

The United States Food and Drug Administration (“FDA”) regulates animal feed, including pet food, under the United 
States Federal Food, Drug, and Cosmetic Act (the “FFDCA”), and its implementing regulations. Although pet foods 
in the United States are not required to obtain premarket approval from the FDA, the FFDCA requires that all pet 
foods are safe for consumption, produced under sanitary conditions, contain no harmful substances, and are truthfully 
labelled. The Association of American Feed Control Officials is a voluntary, non-governmental membership 
association of local, state, and federal agencies that are charged with regulation of the sale and distribution of animal 
feed, including pet foods. The degree of oversight of the implementation of these regulations varies by state, but 
typically includes a state review and approval of each product label as a condition of sale in that state. Under 
Section 423 of the FFDCA, the FDA may require the recall of an animal feed product if there is a reasonable 
probability that the product is adulterated or misbranded and the use of or exposure to the product will cause serious 
adverse health consequences or death. In addition, pet food manufacturers may voluntarily recall or withdraw their 
products from the market.  If the FDA issues a product recall for a product that we sell, we will comply with the recall. 

We must also comply with the franchise laws and regulations of the six Canadian provinces (Alberta, British 
Columbia, Manitoba, New Brunswick, Ontario and Prince Edward Island) that require pre-sale disclosure to be made 
with respect to the offer and sale of franchises by way of delivery of a franchise disclosure document (“FDD”) 
prepared in accordance with the regulations in these six provinces. An FDD is to be provided to a prospective 
franchisee, and subject to very limited exceptions, to any renewing franchisee and purchaser of an existing franchise 
store.  The complete failure to provide an FDD when required by law, or provision of an FDD that is materially 
deficient, provides the franchisee with a two-year absolute right of rescission. If an FDD is not provided within the 
time required by the provincial legislation, or if the contents of the FDD do not meet the requirements of the laws or 
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regulations, the franchisee is provided with a 60 day right of rescission. The statutory right of rescission gives the 
franchisee the right to require the franchisor to purchase back the business assets, receive back all monies paid, and to 
recover for its losses, if any. The franchise legislation in these six provinces also provides a franchisee with a statutory 
right of action to sue if a franchisee suffers a loss because of a misrepresentation contained in the FDD, or as a result 
of the franchisor’s failure to comply with its disclosure obligations. These rights are in addition to any rights that 
might exist at common law. In addition, the six provincial franchise laws mandate that franchisors and franchisees 
owe each other a duty of good faith in the performance and enforcement of the franchise agreement and provide 
franchisees with a right to associate. Franchisors may be liable for damages if it were to impede this right. 

We purchase national branded products from third party suppliers who are responsible for the quality, packaging and 
labelling of their products, including associated health claims. Among other things, we reserve the right to immediately 
hold sales and discontinue acceptance of products from any suppliers that are not in compliance with applicable laws 
and regulations or that do not meet our standards and requirements. We also have strict operating standards for our 
proprietary brand products that we require our suppliers to meet in order to protect the integrity and value of our 
brands, including among others, certification to the Hazard Analysis & Critical Control Points protocol in relation 
proprietary brand pet food products. Our proprietary brand manufacturing partners are subject to regulation by various 
federal, provincial, local, and foreign authorities regarding the processing, packaging, storage, distribution, 
advertising, labeling, and import of our proprietary brand products. Failure to comply with such laws and regulations 
may result in enforcements, recalls, and other adverse actions that could disrupt our operations and adversely affect 
our financial results. 

In addition to the above manufacturer activities to monitor quality, we regularly review returned product from both 
end user customers as well as franchisees and review inbound customer service call records to identify possible product 
quality issues. In cases of potential quality issues, we notify the manufacturer and where we deem necessary, place a 
hold on all sales until such issues are adequately investigated.  If a manufacturer issues a product recall for a product 
that we sell, we will comply with the recall. Please read “Risk Factors – Legal and Regulatory Risks”. 

Our business is subject to foreign and domestic laws and regulations applicable to the manner in which we collect, 
use, store, or transfer sensitive information, and which impose obligations on us in the event of a security breach or 
an inadvertent disclosure of such information. Our marketing programs, e-commerce initiatives and use of consumer 
information are governed by an evolving set of laws and enforcement trends.  Please read “Risk Factors—Legal and 
Regulatory Risks”. 

RISK FACTORS  

An investment in the securities of the Company is speculative and involves a number of risks. In addition to the other 
information contained in this AIF and risks outlined in the Company’s other public filings, the risk factors described 
below should be considered carefully. The events arising from these risks could materially adversely affect the 
Company’s business, financial condition, revenues, profitability or prospects. The following information pertains to 
the outlook and conditions currently known to the Company that could have a material impact on the financial 
condition of the Company. Additional risks not currently known to the Company or which are deemed to be immaterial 
may also impair the business operations, financial condition or prospects of the Company.  

We face various risks related to health epidemics, pandemics, and similar outbreaks, such as the outbreak of 
COVID-19, which have serious impacts on our people, how they work, and access to talent. This may materially 
and adversely affect our business, financial position, results of operations, and cash flows. 

Our business and financial results have been, and could be in the future, adversely affected by health epidemics, 
pandemics, and similar outbreaks. As a result of the COVID-19 pandemic, we have reduced or restricted operations 
in many of our stores to meet local and provincial government requirements and to protect the safety of our customers 
and associates, which has decreased our store revenues and may continue to adversely affect such revenues for an 
uncertain period of time. Despite our efforts to manage these matters, their ultimate effects also depend on factors 
beyond our knowledge or control, including the duration, severity, and recurrence of any outbreak, development of 
variants and actions taken to contain its spread and mitigate its public health effects. The COVID-19 pandemic may 
continue to adversely affect our business, financial position, results of operations, and cash flows, including by 
resulting in (i) significant volatility in demand for our products and services, (ii) changes in consumer behaviour and 
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preferences, (iii) disruptions of our manufacturing and supply chain operations, (iv) disruption of our cost saving 
programs and restructuring initiatives, (v) limitations on our employees’ ability to work and travel, and (vi) changes 
to economic or political conditions in markets in which we operate. 

As a result of COVID-19, many of our personnel are working remotely, and it is possible that this could have a 
negative impact on the execution of our business plans and operations. If a natural disaster, power outage, connectivity 
issue, or other event occurred that impacted our employees’ ability to work remotely, it may be difficult or, in certain 
cases, impossible, for us to continue our business for a substantial period of time. The increase in remote working may 
also result in consumer privacy, information technology security and fraud concerns as well as increase our exposure 
to potential wage and hour issues. 

Further, as a result of COVID-19, the operations of our stores and distribution centres have been, and could be in the 
future, substantially disrupted by federal or provincial mandates ordering shutdowns of non-essential services or by 
the inability of our employees to travel to work. Our expansion and operational plans for stores and distribution centres 
may also be delayed by or become costlier due to the continuing spread of COVID-19 and duration of the COVID-19 
pandemic. Disruptions to the operations of our stores and distribution centres and delays or increased costs in the 
expansion of our store or distribution centres’ capacity may negatively impact our financial performance and slow our 
future growth. 

The uncertainty around the duration of business disruptions and the extent of the spread of the virus in Canada and to 
other areas of the world will likely continue to adversely impact the national or global economy and negatively impact 
consumer spending. Any of these outcomes could have a material adverse impact on our business, financial condition, 
results of operations, and ability to execute and capitalize on our strategies. The full extent of COVID-19’s impact on 
our operations and financial performance depends on future developments that are uncertain and unpredictable, 
including the duration and spread of the COVID-19 pandemic, any long-term health impacts on any partners who 
have been infected with COVID-19, its impact on capital and financial markets, and any new information that may 
emerge concerning the severity of the virus and its spread to other regions, as well as the actions taken to contain it, 
among others. 

Our continued success is substantially dependent on positive reputational perceptions of us as well as our services, 
brands, relationships with franchisees and the community and its owned or exclusive brands. 

To be successful in the future, we must continue to preserve, grow, and leverage the value of our reputation and our 
brand. Reputational value is based in large part on perceptions of subjective qualities, and even isolated incidents that 
erode trust and confidence, particularly if they result in adverse publicity or widespread reaction on social media, 
governmental investigations, or litigation, can have an adverse impact on these perceptions and lead to adverse effects 
on our business, including decreased comparable sales, consumer boycotts, loss of new store development 
opportunities, lower franchisee or ACE morale and productivity, or franchisee and talent recruiting difficulties. 

In addition, we sell many products under our owned or proprietary brands. Maintaining consistent product quality, 
competitive pricing, and availability of our branded products for our customers is essential to developing and 
maintaining customer loyalty and brand awareness. These products often have higher margins than national brand 
products. If one or more of these brands experience a loss of consumer acceptance or confidence, our sales and gross 
margin could be adversely affected. 

A significant pet product safety, quality, or health concern could adversely affect our business.  

We could be adversely affected if consumers lose confidence in the safety and quality of our supplier-supplied pet 
products and supplies. Adverse publicity about these types of concerns, whether valid or not, may discourage 
consumers from buying our products or cause supplier production and delivery disruptions. The actual or perceived 
sale of contaminated pet food products by our suppliers or us and our franchisees could result in product liability 
claims against our suppliers or us and our franchisees and a loss of consumer confidence, which could have an adverse 
effect on our sales and operations. In addition, if our products are alleged to pose a risk of injury or illness or the 
scientific community changes information regarding the nutritional value of specific ingredients, or if our products 
are alleged to have been mislabeled, misbranded, or adulterated, or to otherwise be in violation of governmental 
regulations, we and our franchisees may need to discard or otherwise dispose of products, which could adversely 
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affect our results of operations. If this occurs after the affected product has been distributed, we and our franchisees 
may need to withdraw or recall the affected product. Given the difficulty in converting pet food customers, if we or 
our franchisees lose customers due to a loss of confidence in safety or quality, it may be difficult to reacquire such 
customers. 

Risks associated with our suppliers could materially adversely affect our financial performance. 

The products we sell are sourced from a wide variety of domestic and international suppliers. Global sourcing of many 
of the products we sell is an important factor in our financial performance. We expect our suppliers to comply with 
applicable laws, including labour, safety, anti-corruption and environmental laws, and to otherwise meet our required 
supplier standards of conduct. Our ability to find qualified suppliers who uphold our standards, and to access products 
in a timely and efficient manner, is a significant challenge, especially with respect to suppliers located and goods 
sourced outside of Canada. 

Political and economic instability, as well as other impactful events and circumstances in the countries in which our 
suppliers and their manufacturers are located (such as COVID-19 which has resulted in disruptions or delays to our 
global supply chain), the financial instability of suppliers, suppliers’ failure to meet our terms and conditions or our 
supplier standards (including our responsible sourcing standards), labour problems experienced by our suppliers and 
their manufacturers, the availability of raw materials to suppliers, merchandise safety and quality issues, disruption or 
delay in the transportation of merchandise from the suppliers and manufacturers to corporate-owned and franchised 
stores, including as a result of labour slowdowns at any port at which a material amount of merchandise we purchase 
enters into the markets in which we operate, currency exchange rates, transport availability and cost, transport security, 
inflation and other factors relating to the suppliers and the countries in which they are located are beyond our control.  

We are highly dependent on third-party supplier relationships to fill product orders at prices similar to historical 
levels.  

We are dependent on the supply of our products for the operation of our business, and our success is dependent upon, 
among other things, our continuing ability to offer our services and products at prices similar to historical levels. Our 
relationships with certain key suppliers, including our largest supplier of pet food and key suppliers of our proprietary 
brand products, include short term contracts, and in some cases we and our suppliers may operate by way of purchase 
order only. If one of our suppliers ceases carrying on business, or were to terminate its relationship with us without 
cause by ceasing to supply or provide services to us, we could incur substantial delays and expenses in finding an 
alternative supplier on at least as favourable of terms or at all.  

Our suppliers may be adversely impacted by economic weakness and uncertainty, such as increased commodity prices, 
increased fuel costs, tight credit markets and various other factors. In such an environment, our suppliers may seek to 
change the terms on which they do business with us in order to lessen the impact of any current and future economic 
challenges on their businesses or may cease or suspend operations. If we are forced to renegotiate the terms upon 
which we conduct business with our suppliers or find alternative suppliers to provide key products or services, it could 
adversely impact the profit margins at our locations, which in turn could materially and adversely affect our business 
and results of operations. 

Disruptions in our supply-chain, and loss of any of our key merchandise suppliers, exclusive distribution 
arrangements with certain of our suppliers, or movement of key brands from specialty to mass channels could 
negatively impact our business. 

We purchase significant amounts of products from a number of suppliers with limited supply capabilities. There can 
be no assurance that our current pet food or supply suppliers will be able to accommodate our anticipated growth and 
expansion of our locations and e-commerce business. As a result of the disruptions resulting from COVID-19, some 
of our existing suppliers have not been able to supply us with products in a timely or cost-effective manner. While we 
believe these disruptions to be temporary, any long-term or permanent disruption in our supply-chain that may occur 
in the future could have an adverse effect on our business, financial condition and results of operations. Any supplier 
could discontinue selling to us at any time. In addition, some of our key suppliers have significant operations outside 
of the markets in which we operate, which could expose us to events in the countries of those suppliers’ operations, 
including government intervention, and foreign currency fluctuation. To date, supplier-related supply challenges have 
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not had a material effect on our business or our sales and profitability. However, the loss of any of our significant 
suppliers or a large number of other suppliers of pet food, particularly premium pet food, or pet supplies that we offer 
could have a negative impact on our business, financial condition, and results of operations. 

We continually seek to expand our base of pet food and supply suppliers and to identify new pet products. If we are 
unable to identify or enter into distribution relationships with new suppliers or to replace the loss of any of our existing 
suppliers, we may experience a competitive disadvantage, our business may be disrupted, and our results of operations 
may be adversely affected. 

Most of the premium pet food brands that we purchase are not widely carried in supermarkets, warehouse clubs, or 
mass merchants. If any premium pet food manufacturers were to make premium pet food products widely available 
in supermarkets or through mass merchants, or if the premium brands currently available to supermarkets and mass 
merchants were to increase their market share at the expense of the premium brands sold only through specialty pet 
food and supplies retailers, our ability to attract and retain customers or our competitive position may suffer. Further, 
if supermarkets, warehouse clubs, or mass merchants begin offering any of these premium pet food brands at lower 
prices, our sales and gross margin could be adversely affected. 

Several of the pet food brands and product lines we currently purchase and offer for sale to our customers are not 
offered by our closest pet specialty competitor. However, in most cases, we have not entered into formal exclusivity 
agreements with the suppliers for such brands. In the event these suppliers choose to enter into distribution 
arrangements with other specialty pet retailers or other competitors our sales could be negatively impacted and our 
business could be adversely affected. 

Our principal suppliers currently provide us with certain incentives such as volume purchasing, trade discounts, 
cooperative advertising and market development funds. A reduction or discontinuance of these incentives would 
increase our costs and could reduce our profitability. 

Negative publicity arising from claims that we or our franchisees do not properly care for animals we or our 
franchisees care for or sell or our or our franchisees relationships with shelters or other organizations that come 
under negative public scrutiny could adversely affect how we and our franchisees are perceived by the public and 
reduce our sales and profitability.  

From time to time, we have received claims or complaints alleging that we or our franchisees do not properly care for 
some of the pets we handle within our grooming services, which may include dogs or cats, or for companion animals 
we handle and sell, which may include birds, fish, reptiles, and other small animals. Deaths or injuries sometimes 
occur while animals are in our care. As a result, we and our franchisees may be subject to claims that our animal care 
practices, including grooming and other services, or the related training of our associates, do not provide the proper 
level of care. Any such claims or complaints, as well as any related news reports or reports on social media, even if 
inaccurate or untrue, could cause negative publicity, which in turn could harm our business and have a material adverse 
effect on our brands, reputation and results of operations. 

Our real estate leases generally obligate us for long periods, which subjects us to various financial risks. 

We lease virtually all of our store and distribution centre locations generally for long terms. While we have the right 
to terminate some of our leases under specified conditions by making specified payments, we may not be able to 
terminate a particular lease if or when we would like to do so. If we decide to close stores, we are generally required 
to continue paying rent and operating expenses for the balance of the lease term, or to pay to exercise rights to 
terminate, and the performance of any of these obligations may be expensive. When we assign or sublease vacated 
locations, we may remain liable for the lease obligations if the assignee or sublessee does not perform. In the case of 
locations we sublease to franchisees, in the event the applicable franchisee fails to make required payments, we may 
be required to make lease payments without being able to recover those amounts. In addition, when leases for the 
stores in our ongoing operations expire, we may be unable to negotiate renewals, either on commercially acceptable 
terms, or at all, which could cause us to close stores in desirable locations or otherwise negatively affect profits. 
Accordingly, we are subject to the risks associated with leasing real estate, which could have a material adverse effect 
on our operating results. 
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Further, the success of our stores depends on a number of factors including the sustained success of the shopping 
centre where the store is located, consumer demographics, and consumer shopping habits and patterns. Changes in 
consumer shopping habits and patterns, reduced customer traffic in the shopping centres where our stores are located, 
financial difficulties of our landlords, anchor tenants, or a significant number of other retailers, and shopping centre 
vacancies or closures could impact the profitability of our stores and increase the likelihood that our landlords fail to 
fulfill their obligations and conditions under our lease agreements. While we have certain remedies and protections 
under our lease agreements, the loss of business that could result if a shopping centre should close or if customer 
traffic were to significantly decline as a result of lost tenants or improper care of the facilities or due to macroeconomic 
effects, including the impact of COVID-19, could have a material adverse effect on our financial position, results of 
operations, and cash flows. 

Failure to establish, maintain, protect, and enforce our intellectual property and proprietary rights or prevent third 
parties from making unauthorized use of our technology or our brand could harm our competitive position or 
require us to incur significant expenses to enforce our rights. 

Our trademarks, such as “Pet Valu”, “Bosley’s By Pet Valu”, “Paulmac’s Pets”, “Tisol”, “Total Pet”, among others, 
are valuable assets that support our brand and consumers’ perception of our products. We rely on trademark, copyright, 
trade secret, patent, and other intellectual property laws, as well as nondisclosure and confidentiality agreements and 
other methods, to protect our trademarks, trade names, proprietary information, technologies, and processes. We might 
not be able to obtain broad protection in Canada for all of our intellectual property. The protection of our intellectual 
property rights may require the expenditure of significant financial, managerial and operational resources. Moreover, 
the steps we take to protect our intellectual property may not adequately protect our rights or prevent third parties 
from infringing or misappropriating our proprietary rights, and we may be unable to broadly enforce all of our 
trademarks. Any of our trademarks, or other intellectual property rights may be challenged by others or invalidated 
through administrative process or litigation. Our trademark applications may never be granted. We also cannot be 
certain that others will not independently develop or otherwise acquire equivalent or superior technology or intellectual 
property rights. Further, our nondisclosure agreements and confidentiality agreements may not effectively prevent 
disclosure of our proprietary information, technologies and processes and may not provide an adequate remedy in the 
event of unauthorized disclosure of such information, which could harm our competitive position. In addition, 
effective intellectual property protection may be unavailable or limited for some of our trademarks in some foreign 
jurisdictions. We might be required to expend significant resources to monitor and protect our intellectual property 
rights. For example, we may need to engage in litigation or similar activities to enforce our intellectual property rights, 
to protect our trade secrets or to determine the validity and scope of proprietary rights of others. However, we may be 
unable to discover or determine the extent of any infringement, misappropriation, or other violation of our intellectual 
property rights and other proprietary rights. Despite our efforts, we may be unable to prevent third parties from 
infringing upon, misappropriating or otherwise violating our intellectual property rights and other proprietary rights. 
Any such litigation, whether or not resolved in our favor, could require us to expend significant resources and divert 
the efforts and attention of our management and other personnel from our business operations. If we fail to protect our 
intellectual property, our business, financial condition and results of operations may be materially adversely affected. 

We may be subject to intellectual property infringement claims or other allegations, which could result in 
substantial damages and diversion of management’s efforts and attention. 

We have obligations with respect to the non-use and non-disclosure of third-party intellectual property. The steps we 
take to prevent misappropriation, infringement, or other violation of the intellectual property of others may not be 
successful. While we are not aware of any material intellectual property infringement claims against us at this time, 
from time to time, third parties have asserted intellectual property infringement claims against us and may continue to 
do so in the future. While we believe that our operations do not infringe in any material respect upon proprietary rights 
of other parties and/or that meritorious defenses would exist with respect to any assertions to the contrary, we may 
from time to time be found to infringe on the proprietary rights of others.  

Any claims that our products, services or marketing materials infringe the proprietary rights of third parties, regardless 
of their merit or resolution, could be costly, result in injunctions against us or payment of damages by us, and may 
divert the efforts and attention of our management and technical personnel. We may not prevail in such proceedings 
given the complex technical issues and inherent uncertainties in intellectual property litigation. If such proceedings 
result in an adverse outcome, we could, among other things, be required to: 
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(i) pay substantial damages; 

(ii) cease the use, distribution, or sale of the infringing products, operations, or services; 

(iii) discontinue the use of the infringing methods or processes; 

(iv) expend significant resources to develop non-infringing products, operations, or services or re-brand our 
business and products; and 

(v) obtain a license from the third party claiming infringement, which may not be available on commercially 
reasonable terms, or may not be available at all. 

If any of the foregoing occurs, our ability to compete could be affected or our business, financial condition, and results 
of operations may be materially adversely affected. 

Franchise Risks 

Our business is affected by the financial results of our franchisees. 

Our business is impacted by the operational and financial success of our franchisees, including the franchisees’ 
implementation of our strategic plans and their ability to secure adequate financing. The employees of franchisees are 
not our employees. We provide training and support to franchisees, but the quality of franchised store operations may 
be diminished by a number of factors beyond our control. Consequently, franchisees may not successfully operate 
stores in a manner consistent with our standards and requirements, or may not hire and train qualified managers and 
other store personnel. If they do not, our image, brands and reputation may suffer, and revenues could decline. 
Additionally, if our franchisees are impacted by weak economic conditions and are unable to secure adequate sources 
of financing, their financial health may worsen, our revenues may decline and we may need to offer extended payment 
terms or make other concessions. Additionally, refusal on the part of franchisees to renew or restructure their franchise 
agreements may result in decreased payments from franchisees. Entering into restructured franchise agreements may 
result in reduced franchisee payment royalty rates in the future. Furthermore, if our franchisees are not able to obtain 
the financing necessary to complete planned remodel and construction projects, they may be forced to postpone or 
cancel such projects. 

A majority of our stores are owned and operated by franchisees and, as a result, we are highly dependent upon our 
franchisees and subject to risks associated with our franchisees. 

Franchisees, as operating entities, may be natural persons or legal entities. Under certain of the franchise agreements, 
franchisee entities are not required to be limited-purpose entities, making them potentially subject to business, credit, 
financial and other risks, which may be unrelated to the operations of our locations. These unrelated risks could 
materially and adversely affect a franchisee and its ability to make its franchisee payments in full or on a timely basis. 
A decrease in franchisee payments could have a material adverse effect on our business and results of operations. 

While the franchise agreements are designed to maintain brand consistency, approximately 64% of stores are owned 
and operated by franchisees, which may expose us to risks not otherwise encountered if we had owned and controlled 
the stores. In particular, we are exposed to the risk of defaults or late payments by franchisees of franchisee payments. 
Other risks include limitations on enforcement of franchise obligations due to bankruptcy or insolvency proceedings; 
inability to participate in business strategy changes due to financial constraints; inability to meet rent obligations on 
subleases; failure to report sales information accurately; efforts by one or more large franchisees or an organized 
franchise association to cause poor franchise relations; and failure to comply with quality and safety requirements that 
result in potential losses even when we are not legally liable for a franchisee’s actions or failure to act. 

In addition, while franchisees are contractually obligated to operate their stores for the contractual terms and in 
accordance with the standards and other requirements set forth in the franchise agreements, franchisees are 
independent third parties that we do not control, and the franchisees own, operate and oversee the daily operations of 
their stores. As a result, the ultimate success and quality of any franchised store rests with the franchisee. Franchisees 
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may provide substandard service, which may adversely impact the goodwill of our brands. If franchisees do not 
successfully operate stores for the contractual terms and in accordance with the standards and other requirements set 
forth in the franchise agreements, we may be unable to successfully implement our business model and company 
policies. In addition, we may be unable to successfully implement the strategies that we believe are necessary for 
further growth if franchisees do not support or participate in our marketing strategies or implementation of our strategic 
initiatives. 

Although we believe that our current relationships with franchisees are generally good, there can be no assurance that 
we will maintain strong franchise relationships. Our dependence on franchisees could adversely affect our business 
and financial condition, our reputation, and our brands. 

We may be unable to identify, recruit and contract with a sufficient number of new franchisees and as a result, our 
ability to open new franchised stores and offer existing corporate-owned stores for resale to new franchisees could 
be materially adversely affected. 

Opening new franchised stores and offering corporate-owned stores for resale depends, in part, upon the availability 
of prospective franchisees who meet our criteria. We may not be able to identify, recruit or contract with suitable 
franchisees in our target markets on a timely basis or at all. If we are unable to recruit suitable franchisees or if 
franchisees are unable or unwilling to open new stores as planned it could have a material adverse impact on our 
ability to successfully execute our growth strategy. 

If franchisees and other licensees do not observe the required quality and trademark usage standards, our brands 
may suffer reputational damage, which could in turn adversely affect our business. 

We license certain intellectual property to franchisees, advertisers and other third parties. The franchise agreements 
and other license agreements require that each franchisee or other licensee use our trademarks in accordance with 
established or approved quality control guidelines and, in addition to supply agreements, subject the franchisees, other 
licensees and suppliers that provide products to our brands, as applicable, to specified product quality standards and 
other requirements in order to protect the reputation of our brands and to optimize the performance of our stores. We 
contractually require that our franchisees and licensees maintain the quality of our brand, however, there can be no 
assurance that the permitted licensees, including franchisees, advertisers and other third parties, will follow such 
requirements, standards and guidelines, and accordingly their acts or omissions may negatively impact the value of 
our intellectual property or the reputation of our brand. Noncompliance by these entities with the terms and conditions 
of the applicable governing franchise or other agreement may adversely impact the goodwill of our brands. For 
example, franchisees and other licensees may use our trademarks improperly in communications, resulting in the 
weakening of the distinctiveness of our brand. Although we monitor and restrict franchisee activities through our 
franchise agreements, franchisees or third parties may refer to or make statements about our brand that do not make 
proper use of trademarks or required designations, that improperly alter trademarks or branding, or that are critical of 
our brand or place our brand in a context that may tarnish its reputation. Franchisees may also produce or receive 
through the supply chain defective products, which may adversely impact the goodwill of our brands. There can be 
no assurance that the franchisees or other licensees will not take actions that could have a material adverse effect on 
our intellectual property. 

We may not be able to retain franchisees or maintain the quality of existing franchisees and we may be subject to 
costs associated with the termination of franchisees. 

Each franchised location is heavily reliant on its franchisee, many of whom are individuals who have numerous years 
of experience addressing a broad range of concerns and issues relevant to its business. We attempt to retain such 
franchisees by providing them with competitive franchising opportunities. However, we cannot guarantee the retention 
of any, including the top-performing, franchisees in the future, or that we will maintain the ability to attract, retain, 
and motivate sufficient numbers of franchisees of the same caliber, and the failure to do so could materially and 
adversely affect our business and results of operations. In the event a franchisee leaves our franchise and a successor 
franchisee is not found, or a successor franchisee that is approved is not as successful in operating the location as the 
former franchisee or franchisee principal, the sales of the store may be impacted. The quality of existing franchisee 
operations may be diminished by factors beyond our control, including franchisees’ failure or inability to hire or retain 
qualified managers and other personnel or franchisees experiencing financial difficulty, including those franchisees 
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that become over-leveraged. Training of managers and other personnel may be inadequate. These and other such 
negative factors could reduce the franchisees’ revenues, could impact payments under the franchise agreements and 
could have a material adverse effect on our business and results of operations. 

We may be unable to successfully implement our business model, company policies, or brand development strategies 
if our franchisees do not actively participate in such implementation. The failure of our franchisees to focus on the 
fundamentals of each business’ operations, such as quality and service (even if such failures do not rise to the level of 
breaching the franchise agreements), could materially and adversely affect our business and results of operations. 

The franchise agreements are subject to termination by the franchisor under the franchise agreements in the event of 
a default generally after expiration of applicable cure periods. Under certain circumstances, including unauthorized 
transfer or assignment of the franchise, breach of the confidentiality provisions or health and safety violations, a 
franchise document may be terminated by the franchisor under the franchise document upon notice without an 
opportunity to cure. Generally, the default provisions under the franchise agreements are drafted broadly and include, 
among other things, any failure to meet operating standards and actions that may threaten our intellectual property. 

In addition, certain of the franchise agreements have terms that will expire over the next 12 months. In such cases, the 
franchisees may renew the franchise document and receive a “successor” franchise document for an additional term. 
Such option, however, is contingent on the franchisee’s execution of the then-current form of franchise document 
(which may include increased franchise royalty rates, advertising fees and other costs or requirements), the satisfaction 
of certain conditions (including modernization of the store and related operations) and the payment of a renewal fee. 
If a franchisee is unable or unwilling to satisfy any of the foregoing conditions, such franchisee’s expiring franchise 
document and the related franchisee payments will terminate upon expiration of the term of the franchise document 
unless we decide to restructure the franchise agreements in order to induce such franchisee to renew the franchise 
document. Certain of the franchise agreements also have month-to-month terms (or are subject to termination by the 
franchisee upon notice), and are therefore subject to termination at the end of any given month (or the period following 
notice of termination). 

Terminations or restructurings of franchise agreements could reduce franchise payments or require us to incur 
expenses to solicit and qualify new franchises, which in turn may materially and adversely affect our business and 
results of operations. 

Franchisee changes in control may cause complications. 

The franchise agreements prohibit “changes in control” of a franchisee without the consent of its “franchisor.” In the 
event we provide such consent, there is no assurance that a successor franchisee would be able to perform the former 
franchisee’s obligations under such franchise agreements or successfully operate its franchise. In the event of the death 
or disability of a franchisee or the principal of a franchisee entity, the personal representative of the franchisee or 
principal of a franchisee entity may not find an acceptable transferee. In the event that an acceptable successor 
franchisee is not located, the franchisee would be in default under its franchise agreements or otherwise not be able to 
comply with its obligations under the franchise agreements and, among other things, the franchisee’s right to operate 
its franchise could be terminated.  If a successor franchisee is not found, or a successor franchisee that is approved is 
not as successful in operating the location as the former franchisee or franchisee principal, the sales of the store would 
be impacted or we may be forced to repurchase the store and franchise rather than have it fail, which could adversely 
impact our business and results of operations. 

We may be subject to risks related to compliance with Canadian franchise disclosure laws and regulations. 

We must comply with the franchise laws and regulations of the six Canadian provinces (Alberta, British Columbia, 
Manitoba, New Brunswick, Ontario and Prince Edward Island) that require pre-sale disclosure to be made with respect 
to the offer and sale of franchises by way of delivery of a FDD prepared in accordance with the regulations in these 
six provinces. An FDD is to be provided to a prospective franchisee, and subject to very limited exceptions, to any 
renewing franchisee and purchaser of an existing franchise store. The complete failure to provide an FDD when 
required by law, or provision of an FDD that is materially deficient, provides the franchisee with a two year absolute 
right of rescission. If an FDD is not provided within the time required by the provincial legislation, or if the contents 
of the FDD does not meet the requirements of the laws or regulations, the franchisee is provided with a 60 day right 
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of rescission. The statutory right of rescission gives the franchisee the right to require the franchisor to purchase back 
the business assets, receive back all monies paid, and to recover for its losses, if any. The franchise legislation in these 
six provinces also provides a franchisee with a statutory right of action to sue if a franchisee suffers a loss because of 
a misrepresentation contained in the disclosure document, or as a result of the franchisor’s failure to comply with its 
disclosure obligations. These rights are in addition to any rights that might exist at common law. In addition, the six 
provincial franchise laws mandate that franchisors and franchisees owe each other a duty of good faith in the 
performance and enforcement of the franchise agreement, and provide franchisees with a right to associate. 
Franchisors may be liable for damages if it were to impede this right. 

Financial Risks 

We are subject to tax-related risks. 

Significant judgment is required in determining our provision for income taxes and other tax liabilities. Various 
internal and external factors may have favourable or unfavourable effects on our future provision for income taxes, 
income taxes receivable, and our effective income tax rate. These factors include, but are not limited to, changes in 
tax laws, regulations and/or rates, results of audits by tax authorities, changing interpretations of existing tax laws or 
regulations, new accounting pronouncements or new interpretations of existing accounting pronouncements, changes 
in estimates of prior years’ items, changes in the valuation of our deferred tax assets and liabilities, and the impact of 
transactions we complete, including inter-company transactions. Although we strive to ensure that our tax estimates 
and filing positions are reasonable, we cannot assure you that the final determination of any tax audits and litigation 
that we may become subject to will not be different from what is reflected in our historical income tax provisions and 
accruals, and any such differences may materially affect our financial results for the affected period or periods, or in 
future periods, and could have a material adverse effect on our financial position. 

We are subject to routine audits of our tax filing positions by the CRA on an ongoing basis. The CRA is currently 
examining our tax filings for the 2016 and subsequent taxation years and, in connection with such audit, is reviewing 
the transaction pursuant to which we indirectly acquired our former interest in PSI. To date, the CRA has not proposed 
any reassessment of our tax liability as a consequence of such audit. We and our tax advisors continue to believe that 
our tax filing positions are appropriate, and accordingly no amounts have been accrued in our consolidated financial 
statements in respect of any such potential reassessment. If the CRA were to reassess us, we would expect to 
vigorously oppose any such reassessment. We have tax insurance against the risk of ultimately being unsuccessful in 
opposing any such reassessment that we believe might be proposed by the CRA, although there can be no assurance 
that such insurance will fully cover the amount of tax which may ultimately be imposed. If the CRA were to issue 
such a reassessment, we would be required to pay the amount owing or provide acceptable security to the CRA with 
respect to the amount under appeal, pending resolution of the reassessment.  On February 26, 2021, we incurred costs 
of $3.7 million to obtain a commitment for a standby letter of credit facility that would be available to provide such 
security in respect of any such reassessment that we believe might be proposed by the CRA. These costs were reported 
as interest expense in our unaudited condensed interim carve-out consolidated financial statements for Q1 2021. We 
will incur ongoing commitment fees of $1.25 million annually to the extent that such standby letter of credit facility 
remains unused. If we were to use that facility to provide security to the CRA as discussed above, we would incur 
additional interest costs estimated not to exceed $3.0 million annually, although there can be no assurance that such 
costs would not exceed this amount or that the facility will fully cover any such reassessment.  

Our indebtedness could adversely affect our cash flows and prevent us from fulfilling our obligations under existing 
debt agreements and/or limit our operating flexibility, which could harm our long-term interests. 

We have substantial indebtedness, which could restrict our operations and could have important consequences. For 
example, it could: 

(i) increase our vulnerability to general adverse economic and industry conditions, including a continuation 
or worsening of operating impacts of the COVID-19 pandemic;  

(ii) require us to dedicate a substantial portion of our cash flows from operations to payments on our 
indebtedness, thereby reducing the availability of our cash flows to fund working capital and capital 
expenditures, and for other general corporate purposes; 
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(iii) limit our flexibility in planning for, or reacting to, changes in our business and industry, which may place 
us at a competitive disadvantage compared to our competitors that have less debt; and 

limit, along with the financial and other restrictive covenants in the documents governing our indebtedness, among 
other things, our ability to obtain additional financing for working capital and capital expenditures, and for the other 
general corporate purposes. 

Our quarterly operating results may fluctuate due to a number of factors, including those related to corporate-
owned stores, new store openings, closings and relocations and increases and decreases in same store growth. 

Our expansion plans, including the timing of new and remodeled stores, and related pre-opening costs, the amount of 
net sales contributed by new and existing stores, and the timing of and estimated costs associated with store openings, 
closings or relocations, may cause our quarterly results of operations to fluctuate. Further, new stores tend to 
experience higher payroll, advertising and other store-level expenses as a percentage of net sales than more mature 
stores, and such openings also often contribute to lower store operating margins until those stores become established, 
which may result in quarterly fluctuations in operating results.  

Quarterly operating results may also vary depending on a number of other factors, including: 

(i) changes in our pricing policies or those of our competitors; 

(ii) changes in consumer preferences and competitive conditions; 

(iii) our sales and channels mix and the relevant gross margins of the products and services sold; 

(iv) increases or decreases in same-store sales growth; 

(v) the hiring and retention of key personnel; 

(vi) wage and cost pressures for corporate-owned stores; 

(vii) store operating costs for corporate-owned stores; 

(viii) changes in fuel prices, electrical rates or other commodity prices; and 

(ix) general economic factors. 

Insurance coverage may not be adequate, and increased self-insurance and other insurance costs could adversely 
affect our results of operations. 

We and our franchisees maintain insurance, and these insurance policies may not be adequate to protect us from 
liabilities that we incur in our business. Certain extraordinary hazards, for example, may not be covered, and insurance 
may not be available (or may be available only at prohibitively expensive rates) with respect to many other risks. 
Moreover, any loss incurred could exceed policy limits, and policy payments made to us or our franchisees may not 
be made on a timely basis. Any such loss or delay in payment could lead to a decline in the sales and operating results 
of our locations, which could in turn have a material and adverse effect on our revenues, results of operations, business, 
and financial condition. 

Insurance premiums in our industry and generally have materially increased due to the COVID-19 pandemic. In the 
future, insurance premiums may increase and we and our franchisees may not be able to obtain similar levels of 
insurance on reasonable terms, or at all. Although we seek to manage our claims to prevent increases, such increases 
can occur unexpectedly and without regard to our efforts to limit them. If such increases occur, our locations may be 
unable to pass them along to the consumer through product or service price increases, resulting in decreased 
profitability, which could have a material adverse effect on our business and results of operations. 
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In the event that liability to third parties arises, to the extent losses experienced by such third parties are either not 
covered by the franchisee’s or our insurance or exceed the policy limits of the franchisee’s or our insurance, such 
parties could seek to recover their losses from us, whether or not they are legally or contractually entitled to do so, 
which could increase litigation costs or result in liability for us. Additionally, a substantial unsatisfied judgment could 
result in the bankruptcy of one or more of our operating entities, which could have a material adverse effect on our 
results of operations, business, and financial condition. 

The assumptions underlying the consolidated financial statements may prove to be inaccurate. 

Our management believes that the assumptions underlying the consolidated financial statements are reasonable. 
However, the carve-out financial statements14 may not reflect what our financial position, results of operations or cash 
flows would have been had we been a standalone entity during the historical periods presented or what our financial 
position, results of operations or cash flows will be in the future. We have not made adjustments to our consolidated 
financial statements to reflect changes that may occur in our cost structure, financing and operations as a result of the 
Pre-Closing Transactions. In connection with the preparation of the MD&A, our management has estimated pro forma 
costs to normalize on-going expenses previously allocated to entities forming part of the Group in certain non-IFRS 
measures and there can be no assurances that such costs are reflective of actual costs that will be incurred. To the 
extent these estimates vary or prove to be inaccurate, there could be a material adverse effect on our results of 
operations, business, and financial condition.  
 
Market Risks 

A decline in consumer spending or a change in consumer preferences or demographics could reduce our sales or 
profitability and adversely affect our business. 

Our sales depend on consumer spending, which is influenced by factors beyond our control, including general 
economic conditions, disruption or volatility in global financial markets, changes in interest rates, the availability of 
discretionary income and credit, weather, consumer confidence, unemployment levels and, in the context of the 
COVID-19 pandemic, government orders restricting freedom of movement. We may experience declines in sales or 
changes in the types of products and services sold during economic downturns. Our business could be harmed by any 
material decline in the amount of consumer spending, which could reduce our sales, or a decrease in the sales of 
higher-margin products, which could reduce our profitability and adversely affect our business. 

We have also benefited from increasing pet ownership, discretionary spending on pets and current trends in 
humanization and premiumization in the pet industry, as well as favourable pet ownership demographics. To the extent 
these trends slow or reverse, our sales and profitability would be adversely affected. In particular, COVID-19 has 
driven an increase in pet-related demand for our products that may not be sustained or may reverse at any time. The 
success of our business depends in part on our ability to identify and respond to evolving trends in demographics and 
consumer preferences. Failure to timely identify or effectively respond to changing consumer tastes, preferences, 
spending patterns and pet care needs could adversely affect our relationship with our customers, the demand for our 
products and services, our market share and our profitability. 

Competition in the markets in which we operate, including internet-based competition, is strong and if we are 
unable to compete effectively, our ability to generate sales may suffer and our operating income and net income 
could decline. 

The pet care industry is highly competitive. We compete with a number of specialty pet store chains and independent 
pet stores. We also compete with online retailers, supermarkets, warehouse clubs and mass merchants. The pet care 
industry has become increasingly competitive due to the expansion of pet-related product offerings by certain 
supermarkets, warehouse clubs, other retail merchandisers, and online retailers, and the entrance of additional 
independent pet stores with unique product offerings and other pet specialty retailers into the pet food and pet supply 

 

14 Prior to the IPO, the Company was not operating as a stand-alone entity and as a result, the Company’s financial information for periods prior 
to June 30, 2021 are presented on a carve-out basis that includes only legal entities representing the Canadian operations of Pet Valu Holdings Ltd. 
(referred to as the “Group”, prior to the distribution of its U.S. operations to its shareholder). 
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market, some of which have developed store formats similar to ours. Some competitors are larger and have access to 
greater capital and the ability to invest in more resources than we do. 

We may face greater competition from national, regional, local and online retailers in the future. In particular, if any 
of our major competitors seeks to gain or retain market share by reducing prices or by introducing additional products 
or services, we may be required to reduce prices on our key products or services or introduce new offerings in order 
to remain competitive, which may negatively affect our profitability and require a change in our operating strategies. 

If consumer preferences change and thereby decrease the attractiveness of what we believe to be our competitive 
advantages, including our extensive product assortment, premium product offerings, competitive pricing, high-quality 
service offerings, and unique customer experience, or if we fail to differentiate our product offerings or customer 
experience otherwise positively from that of our competitors, our business, financial condition and results of 
operations could be materially and adversely affected. 

Fluctuations in the prices and availability of certain commodities, such as rawhide, grains, and meat protein could 
materially and adversely affect our operating results. 

The pet food and supplies industry is subject to risks related to increases in the price of and the availability of certain 
commodities used in the production of certain pet food and other pet-related products, specifically seed, wheat, and 
rice, as well as other materials used in certain pet accessories. Additionally, increased human consumption or 
population increases may potentially limit the supply of or increase prices for certain of meat proteins used in animal 
feed. Historically, in circumstances where these price increases have resulted in our manufacturers or suppliers 
increasing the costs we pay for our pet food products, we have been able to pass these increases on to customers. 
However, our ability to pass on increased purchase costs in the future will be significantly impacted by market 
conditions and competitive factors. If we are unable to pass on any increased purchase costs to customers, we may 
experience reduced margins, which could have a material adverse effect on our business, financial condition, and 
results of operations. 

Our foreign purchasing activities and evolving governmental foreign trade policy may result in additional market 
risks, which may adversely affect our business. 

Our results may be increasingly affected by the risks associated with our purchasing activities in foreign jurisdictions, 
including: 

(i) fluctuations in currency exchange rates; 

(ii) the imposition of taxes, duties, tariffs, or other trade barriers; 

(iii) shipping delays or custom delays; 

(iv) the burden of complying with foreign laws, including regulatory regimes and tax laws; 

(v) political and economic instability and developments; and 

(vi) the risk that COVID-19 or other pandemics spread widely in any country where we have significant 
suppliers of merchandise, essential employee presence or critical operations, thereby impairing our 
ability to source merchandise, manage day-to-day operations and service our customers, increasing our 
costs of operations, and resulting in potential losses in revenue. 

If additional tariffs are imposed on our products, or other retaliatory trade measures are taken, our costs could increase 
and we may be required to raise our prices or identify alternative sources for such products and materials. Further, 
efforts to mitigate this tariff risk could result in increased costs and disruption to our operations. These potential 
outcomes could result in the loss of customers and adversely affect our operating performance.  
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Strategy and Corporate Structure Risks 

The growth of our business depends in part on our ability to accurately predict consumer trends, successfully 
introduce new products and services, improve existing products and services, and expand into new offerings. 

Our growth depends, in part, on our ability to successfully introduce new and reposition our existing products and 
services to meet the requirements of our customers and the needs of their pets. This, in turn, depends on our ability to 
predict and respond to evolving consumer trends, demands and preferences. The introduction of innovative new 
products and expansion into new offerings involves considerable costs. In addition, it may be difficult to establish new 
supplier relationships and determine appropriate product selection when developing a new product or offering. Any 
new product or offering may not generate sufficient customer interest and sales to become a profitable product or to 
cover the costs of its development and promotion and, as a result, may reduce our operating income. In addition, any 
such unsuccessful effort may adversely affect our brand and reputation. If we are unable to anticipate, identify or 
market products, or any new offerings, that respond to changes in requirements and preferences, or if our new product 
introductions, repositioned products, or new offerings fail to gain consumer acceptance, we may be unable to grow 
our business as anticipated, our sales may decline and our margins and profitability may decline or not improve. As a 
result, our business, financial condition, and results of operations may be materially and adversely affected. 

Failure to successfully execute our omni-channel strategy and the cost of our investments in e-commerce and 
technology may materially adversely affect our market position, financial condition and results of operations.  

As part of our growth strategy, we seek to further integrate our in-store and online operations and have made 
significant investments to integrate and grow our e-commerce business. We may require additional capital in the 
future to sustain or grow our e-commerce business. Business risks related to our e-commerce business include our 
inability to keep pace with rapid technological change, failure to recruit or retain and greater cost to recruit and retain 
digital talent, failure in our security procedures or operational controls, failure or inadequacy in our systems or labour 
resource levels to effectively process customer orders in a timely manner, government regulation and legal 
uncertainties with respect to e-commerce, and collection of sales or other taxes by one or more provinces or territories. 
If any of these risks materialize, it could have an adverse effect on our business. 

In some circumstances, increased transactions through our website may result in reduced customer traffic in our stores, 
particularly as customers take advantage of home delivery services available for online orders when making certain 
types of purchases, such as for bulk orders or heavy pet products. There is a risk that any such reduced customer traffic 
may reduce the sales of certain products and services in our stores. Free shipping of online orders increases our costs 
and could adversely affect our profitability. 

In addition, as other internet retailers have increased market share in recent years, we have faced increased 
competition, and may continue to face increased competition in the future, from internet retailers who enter the market. 
Our failure to positively differentiate our product and services offerings or customer experience from these internet 
retailers could have a material adverse effect on our business, financial condition and results of operations. 

We may be unable to execute our growth strategies successfully or manage and sustain our growth, and as a result, 
our business may be adversely affected. 

Our growth strategies include opening additional stores, maintaining sales growth from our existing stores, improving 
our marketing and data capabilities, growing our market share in services like grooming, enhancing our proprietary 
brand portfolio, and introducing new offerings to better connect with our customers. However, we may not be able to 
execute on these strategies as effectively as anticipated. Our ability to execute on these strategies depends on a number 
of factors, including: 

(i) our ability to identify new store sites and/or relocate lower-performing older stores and obtain favourable 
sites and negotiate acceptable lease terms; 

(ii) our ability to hire, train and retain skilled managers and personnel, including information technology, 
marketing, and product development professionals, proprietary brand merchants, and groomers; 
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(iii) our ability to effectively and efficiently utilize marketing to generate sales from new and existing 
customers through our stores and omnichannel platform; and 

(iv) our ability to continue to upgrade our information and other operating systems and to make use of the 
data that we collect through these systems to offer better products and services to our customers. 

To the extent we are not able to implement or capitalize on our growth strategies, there could be a material adverse 
effect on our business, financial condition and results of operations. 

If we fail to generate or obtain sufficient capital to finance our growth strategies, we may be unable to sustain our 
growth and our business may be adversely affected. 

Our growth rate depends, to a large degree, on the availability of adequate capital to fund the opening of new stores 
and expansion and renovations of our existing stores and improvements of our offerings, including digital capabilities, 
which in turn will depend in large part on cash flow generated by our business and the availability of equity and debt 
capital. We cannot assure you that we will be able to maintain sufficient cash flow or obtain sufficient equity or debt 
capital on acceptable terms, or at all, to support our expansion plans. 

Moreover, the Credit Agreement, which is described under the heading “Description of Material Indebtedness”, will 
contain provisions that restrict the amount of debt we may incur in the future, and certain other covenants that may 
restrict or impair our growth plans. If we are not successful in generating or obtaining sufficient capital, we may be 
unable to invest in our growth, which may adversely affect our results of operations. 

We occasionally seek to grow our business through acquisitions of or investments in new or complementary 
businesses, products, or services, or through strategic ventures, and the failure to successfully identify these 
opportunities, manage and integrate these acquisitions, investments, or alliances, or to achieve an adequate return 
on these investments, could have an adverse effect on us. 

The pet care industry is highly fragmented. We have completed acquisitions in the past and may pursue expansion 
and acquisition opportunities in the future. If we are unable to manage acquisitions, investments, or strategic ventures, 
or integrate any acquired businesses, services, or technologies effectively, we may not realize the expected benefits 
from the transaction relative to the consideration paid, and our business, financial condition, and results of operations 
may be adversely affected. To be successful, the integration process requires us to achieve the benefits of combining 
the companies, including generating operating efficiencies and synergies and eliminating or reducing redundant costs. 
This integration process involves inherent uncertainties, and we cannot assure you that the anticipated benefits of these 
acquisitions will be fully realized without incurring unanticipated costs or diverting management’s attention from our 
core operations. 

From time to time, we also make strategic investments. These investments typically involve many of the same risks 
posed by acquisitions, particularly those risks associated with the diversion of our resources, the inability of the new 
venture to generate sufficient revenues, the management of relationships with third parties, and potential expenses. 
Strategic ventures have the added risk that the other strategic venture partners may have economic, business, or legal 
interests or objectives that are inconsistent with our interests and objectives. 

Further, we may be unsuccessful in identifying and evaluating business, legal, or financial risks as part of the due 
diligence process associated with a particular transaction. In addition, some investments may result in the incurrence 
of debt or may have contingent consideration components that may require us to pay additional amounts in the future 
in relation to future performance results of the subject business. If we do enter into agreements with respect to these 
transactions, we may fail to complete them due to factors such as failure to obtain regulatory or other approvals. We 
may be unable to realize the full benefits from these transactions, such as increased net sales or enhanced efficiencies, 
within the timeframes that we expect or at all. These events could divert attention from our other businesses and 
adversely affect our business, financial condition, and results of operations. Any future acquisitions also could result 
in potentially dilutive issuances of equity securities, the incurrence of additional debt, or the assumption of contingent 
liabilities. 
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Our success depends in part on the effectiveness of our marketing and advertising programs. 

Brand marketing and advertising significantly affect sales. Our marketing and advertising programs may not be 
successful, which may prevent us from attracting new customers and retaining existing customers. Also, because many 
of the franchisees are contractually obligated to pay advertising fees based on a percentage of their gross revenues and 
because we will deduct a portion of the gross revenues of the corporate-owned stores to fund marketing and advertising 
fees, our advertising budget depends on sales volumes at these locations. If sales decline, we will have fewer funds 
available for marketing and advertising, which could materially and adversely affect our revenues, business and results 
of operations. 

As part of our marketing efforts, we rely on print, television and radio advertisements, as well as search engine 
marketing, web advertisements, social media platforms and other digital marketing to attract and retain customers. 
These efforts may not be successful, resulting in expenses incurred without the benefit of higher revenues or increased 
employee or customer engagement. Customers are increasingly using internet sites and social media to inform their 
purchasing decisions and to compare prices, product assortment, and feedback from other customers about quality, 
responsiveness and customer service before purchasing our services and products. If we are unable to continue to 
develop successful marketing and advertising strategies, especially for online and social media platforms, or if our 
competitors develop more effective strategies, we could lose customers and sales could decline. In addition, a variety 
of risks are associated with the use of social media and digital marketing, including the improper disclosure of 
proprietary information, negative comments about or negative incidents regarding us, exposure of personally 
identifiable information, fraud or out-of-date information. The inappropriate use of social media and digital marketing 
vehicles by us, our franchisees, customers, employees or others could increase our costs, lead to litigation or result in 
negative publicity that could damage our reputation. Many social media platforms immediately publish the content, 
videos and/or photographs created or uploaded by their subscribers and participants, often without filters or checks on 
accuracy of the content posted. Information posted on such platforms at any time may be adverse to our interests 
and/or may be inaccurate. The dissemination of negative information related to our brands could harm our business, 
prospects, financial condition, and results of operations, regardless of the information’s accuracy. The harm may be 
immediate without affording us an opportunity for redress or correction. The occurrence of any such developments 
could have an adverse effect on our business results and on our profits. 

Business Continuity Risks 

Our results may be adversely affected by serious disruptions or catastrophic events, including public health issues, 
geopolitical events, and weather. 

Geopolitical events, such as war or civil unrest in a country in which our suppliers or operations are located, terrorist 
or military activities, significant public health or pandemic outbreaks and resulting government actions disrupting 
transportation, communication, or utility systems, and unrest and natural disasters such as hurricanes, tornadoes, 
floods, earthquakes, wildfires and other adverse weather and climate conditions, whether occurring in Canada or 
abroad, particularly during peak seasonal periods, could disrupt our operations or the operations of one or more of our 
suppliers, or could severely damage or destroy one or more of our stores or distribution centres located in the affected 
areas. For example, day-to-day operations, particularly our ability to receive products from our suppliers or transport 
products to our stores, could be adversely affected, or we could be required to close or severely restrict normal 
operations in stores or distribution centres in the affected areas or in areas served by the affected distribution centre. 
These factors could also cause consumer confidence and spending to decrease or result in increased volatility in 
Canada and global financial markets and economy. These or other occurrences could significantly impact our 
operating results and financial performance. 

A disruption, malfunction, or increased costs in the operation, expansion or replenishment of our distribution 
centres or our supply chain would affect our ability to deliver to our locations and e-commerce customers and/or 
increase our expenses, which could harm our sales and profitability. 

Our suppliers generally ship merchandise to one or more of our distribution centres, which receive and allocate 
merchandise to corporate-owned and franchised stores and e-commerce customers. The success of our stores depends 
on their timely receipt of merchandise. If any shipped merchandise were to be delayed because of the impact of 
weather, our operations would likely be significantly disrupted. Disruption to shipping and transportation channels 
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due to slowdowns or work stoppages at ports have occurred in the past and continue to occur, and such disruptions 
could cause us to rely more heavily on airfreight or other expedited freight services to achieve timely delivery to our 
customers, resulting in significantly higher freight costs. We may not be able to pass all or any portion of these higher 
costs on to our customers or adjust our pricing structure in a timely manner in order to remain competitive, either of 
which could have a material adverse effect on our results of operations. 

If any of our distribution centres were to shut down, suffer substantial labour shortages, or lose significant capacity 
for any reason, our operations would likely be significantly disrupted. We compete with other retailers for the supply 
of personnel to staff our distribution centres, some of whom are larger than us and have access to greater capital 
resources than we do. If we are unable to successfully recruit and retain personnel to staff our distribution centres, we 
may face labour shortages or be forced to increase wages and enhance benefits for such personnel, which may have 
an adverse effect on our results of operations. In addition, any interruption or malfunction in our distribution 
operations, including, but not limited to, the loss of a key supplier that provides transportation of merchandise to or 
from our distribution centres, or regulatory issues with respect to any of our distribution centres, could adversely affect 
our sales and results of operations. An interruption in our inventory supply chain could result in out-of-stock or excess 
merchandise inventory levels or adversely affect our ability to make timely deliveries to corporate-owned and 
franchised stores and e-commerce customers, and could adversely affect our sales and results of operations. 

Human Resources Risks  

We depend on key personnel, and if we lose the services of any of our senior leadership team or key personnel, we 
may not be able to run our business effectively. 

We are dependent upon the efforts, expertise and experience of our senior leadership team. The loss of any of our 
senior leadership team or key personnel could affect our ability to run our business effectively. Our success will 
depend on our ability to retain our current management and employees and to attract and retain qualified personnel in 
the future. Competition is intense, and we cannot assure you that we can retain our personnel. The loss of a member 
of senior leadership team requires the remaining executive officers to divert immediate and substantial attention to 
seeking a replacement. The inability to fill vacancies in our key personnel on a timely basis could adversely affect our 
ability to implement our business strategy, which would negatively impact our results of operations. 

Failure to attract and retain quality sales associates and experienced management personnel could adversely affect 
our performance. 

Our performance depends on recruiting, developing, training, and retaining capable sales associates and groomers in 
large numbers and experienced management personnel who have developed expertise at the store level. Our ability to 
meet our employment needs while controlling employment costs is subject to external factors such as unemployment 
levels, prevailing wage rates, minimum wage legislation, changing demographics, health and other insurance costs, 
pandemic or other health crisis impacts, and governmental labour and employment requirements. In the event of 
increasing wage rates, if we fail to increase our wages competitively, the quality of our workforce could decline, 
causing our customer service to suffer, while increasing our wages could cause our earnings to decrease. If we do not 
continue to attract, train, and retain quality associates, groomers and management personnel, our performance, 
reputation and/or ability to achieve our strategic objectives could be adversely affected. 

Technology Risks  

We are subject to risks related to online payment methods, including changes to regulations, compliance 
requirements and fraud. 

We currently accept payments using a variety of methods, including credit cards, debit cards, and gift cards. As we 
offer new payment options to consumers, we may be subject to additional regulations, compliance requirements, fraud, 
and other risks. As a merchant that accepts debit and credit cards for payment, we are subject to the Payment Card 
Industry (“PCI”) Data Security Standard (“PCI DSS”), issued by the PCI Council. PCI DSS contains compliance 
guidelines and standards with regard to security surrounding the physical administrative and technical storage, 
processing, and transmission of individual cardholder data. Failure to be PCI compliant or to meet other payment card 
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standards may result in the imposition of financial penalties or the allocation by the card brands of the costs of 
fraudulent charges to us. 

Further, as our business changes, we may be subject to different rules under existing standards, which may require 
new assessments that involve costs above what we currently pay for compliance. In the future, as we offer new 
payment options to consumers, including by way of integrating emerging mobile and other payment methods, we may 
be subject to additional regulations, compliance requirements, and fraud. If we fail to comply with the rules or 
requirements of any provider of a payment method we accept, if the volume of fraud in our transactions limits or 
terminates our rights to use payment methods we currently accept, or if a data breach occurs relating to our payment 
systems, we may, among other things, be subject to fines, legal proceedings, or higher transaction fees and may lose, 
or face restrictions placed upon, our ability to accept credit card payments from consumers or facilitate other types of 
online payments. If any of these events were to occur, our reputation, business, financial condition, and results of 
operations could be materially and adversely affected. 

Our business depends on data networks and infrastructure, our third-party data centre hosting facilities, other 
third-party providers, and our ability to maintain and scale our technology. Any significant interruptions or delays 
in service on our website or any undetected errors or design faults could result in limited capacity, reduced demand, 
processing delays, and loss of customers. 

A key element of our strategy is to generate a high volume of traffic on, and use of, our website. Our reputation and 
ability to acquire, retain and serve our customers are dependent upon the reliable performance of our website and the 
underlying network infrastructure. As our customer base and the amount of information shared on our website continue 
to grow, we will need an increasing amount of network capacity and computing power. We have spent and expect to 
continue to invest in technology including third party subscriptions and related network infrastructure to handle the 
traffic on our website. The operation of these systems is complex and could result in operational failures. In the event 
that the volume of traffic of our customers exceeds the capacity of our current network infrastructure or in the event 
that our customer base or the amount of traffic on our website grows more quickly than anticipated, we may be required 
to invest to add capacity and enhance the underlying network infrastructure. Interruptions or delays in these systems, 
whether due to system failures, computer viruses, physical or electronic break-ins, undetected errors, design faults or 
other unexpected events or causes, could affect the security or availability of our website and prevent our customers 
from accessing our website. If sustained or repeated, these performance issues could reduce the attractiveness of our 
services. Any web platform interruption or inadequacy that causes performance issues or interruptions in the 
availability of our website could reduce consumer satisfaction and result in a reduction in the number of consumers 
using our products and services. Any slowdown or failure of our website or the underlying technology infrastructure 
could harm our business, reputation and our ability to acquire, retain and serve our customers. 

If our information systems or infrastructure fail to perform as designed, are interrupted for a significant period of 
time, or replacement parts supply is constricted, our business could be adversely affected. 

The efficient operation of our business is dependent on our information systems. In particular, we rely on our 
information systems to effectively manage our financial and operational data, including paying our vendors and 
employees, to maintain our in-stock positions, and to transact the sale of our products in our stores. The failure of our 
information systems to perform as designed, loss of data, or any interruption of our information systems for a 
significant period of time could disrupt our business. 

Our operations also depend on our ability and the ability of our third-party providers to maintain and protect the 
computer systems we use to manage our purchase orders, store inventory levels, web applications, payroll and 
accounting functions, and other critical aspects of our business. Our systems are vulnerable to damage from fire, 
floods, earthquakes, power loss, telecommunications failures, terrorist and cyber-attacks, and similar events. Our 
disaster recovery planning may not be sufficient to adequately respond to any such events. In addition, we may have 
inadequate insurance coverage to compensate for any related losses and expenses. Any of these events could damage 
our brands or reputation, disrupt our business, and be expensive to remedy. 

We continue to invest in our information systems and information technology infrastructure. Enhancement to or 
replacement of our major financial or operational information systems could have a significant impact on our ability 
to conduct our business operations and increase our risk of loss resulting from disruptions of normal operating 
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processes and procedures that may occur during the implementation of new information systems. It may also require 
us to divest resources to ensure that implementation is successful. We can make no assurances that the costs of 
investments in our information systems will not exceed estimates, that the systems will be implemented without 
material disruption, or that the systems will be as beneficial as predicted. If any of these events occur, our results of 
operations could be adversely affected. 

We do not own certain software that is used in operating our business, and our proprietary platforms and tools 
incorporate open source software. 

We utilize both commercially available third-party software and proprietary software to run point-of-sale, e-
commerce, loyalty, pricing, inventory and various other key functions. While such software can be replaced, the delay, 
additional costs, and possible business interruptions associated with obtaining, renewing or extending software 
licenses or integrating a large number of substitute software programs contemporaneously could adversely impact the 
operation of our locations, thereby reducing profits and materially and adversely impacting our business and results 
of operations. 

In addition, we use open source software in connection with our proprietary software and expect to continue to use 
open source software in the future. Some open source licenses require licensors to provide source code to licensees 
upon request, or prohibit licensors from charging a fee to licensees. While we try to insulate our proprietary code from 
the effects of such open source license provisions, we cannot guarantee we will be successful. Accordingly, we may 
face claims from others claiming ownership of, or seeking to enforce the license terms applicable to such open source 
software, including by demanding release of the open source software, derivative works or our proprietary source code 
that was developed or distributed with such software. These claims could also result in litigation, require us to purchase 
a costly license or require us to devote additional research and development resources to change our software, any of 
which would have a negative effect on our business and results of operations. In addition, if the license terms for the 
open source code change, we may be forced to re-engineer our software or incur additional costs. We cannot assure 
you that we have not incorporated open source software into our proprietary software in a manner that may subject 
our proprietary software to an open source license that requires disclosure, to customers or the public, of the source 
code to such proprietary software. Any such disclosure would have a negative effect on our business and the value of 
our proprietary software. 

Our reputation and business may be harmed if our or our suppliers’ system security or any of the databases 
containing customer, consumer, employee, or other personal information maintained by us or our third-party 
providers is compromised, which could materially adversely affect our results of operations. 

We collect, store, and transmit proprietary or confidential information regarding our customers, employees, job 
applicants, and others, including credit card information and personally identifiable information. We also collect, 
store, and transmit employees’ personal information in order to administer employee benefits; accommodate 
disabilities and injuries; to comply with public health requirements; and to mitigate the spread of COVID-19 in the 
workplace. The protection of customer, employee, and company data in the information technology systems we use 
(including those maintained by third-party providers) is critical. 

To date, we do not believe we have experienced any identified security events of a material or significant nature, 
including to our reputation or business operations, or had a material financial impact. We cannot assure you that such 
incidents or future cyber-attacks will not expose us to material liability in the future. Security could be compromised 
and confidential information, such as customer information, credit card numbers, employee information, or other 
personally identifiable information that we or our suppliers collect, transmit, or store, could be misappropriated or 
system disruptions could occur. In addition, cyber-attacks, such as ransomware attacks, could lock us out of our 
information systems and disrupt our operations. We may not have the technical sophistication to anticipate or prevent 
rapidly evolving types of cyber-attacks. Attacks may be targeted at us, our customers, our employees, or others who 
have entrusted us with information. Actual or anticipated attacks may cause us to incur increasing costs, including 
costs to deploy additional personnel and protection technologies, train employees, and engage third-party experts and 
consultants. Advances in computer capabilities, new technological discoveries, or other developments may result in 
the breach or compromise of the technology used by us to protect transactions or other sensitive data. In addition, data 
and security breaches could also occur as a result of non-technical issues, including intentional or inadvertent breach 
by our employees or by persons with whom we have commercial relationships, that result in the unauthorized release 
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of personal or confidential information. Any compromise or breach of our or our suppliers’ computer network security 
could result in a violation of applicable privacy and other laws, costly investigations, litigation, including class actions, 
and notification, as well as potential regulatory or other actions by governmental agencies and harm to our brand, 
reputation, business, and results of operations. As a result of any of the foregoing, we could experience adverse 
publicity, loss of sales, the cost of remedial measures and significant expenditures to reimburse third parties for 
damages, which could adversely impact our results of operations. Any insurance we maintain against the risk of this 
type of loss may not be sufficient to cover actual losses or may not apply to the circumstances relating to any particular 
loss. 

Legal and Regulatory Risks  

Changes in laws, tax practices or interpretations, accounting standards, and subjective assumptions, estimates, and 
judgments by management related to complex accounting matters could significantly affect our financial results. 

Accounting principles generally accepted in Canada and related accounting pronouncements, implementation 
guidelines, and interpretations with regard to a wide range of matters relevant to our business are highly complex, 
continually evolving, and involve many subjective assumptions, estimates, and judgments by us. Changes in these 
rules or their interpretation, or changes in facts, underlying assumptions, estimates, or judgments by us could 
significantly impact our reported or expected financial performance. 

Product recalls and product liability, as well as changes in product safety and other consumer protection laws, may 
adversely impact our operations, merchandise offerings, brands, reputation, financial condition, results of 
operations, and cash flows. 

We are subject to regulations by a variety of federal, provincial, and international regulatory authorities, including 
regulations regarding the safety and quality of our products. We purchase merchandise from several hundred different 
suppliers. One or more of our suppliers might not adhere to product safety requirements or our quality control 
standards, and we might not identify the deficiency before merchandise ships to our corporate-owned and franchised 
stores. Any issues of product safety or allegations that our products are in violation of governmental regulations, 
including, but not limited to, issues involving products manufactured in foreign jurisdictions, could cause those 
products to be recalled. If our suppliers fail to manufacture or import merchandise that adheres to our quality control 
standards, product safety requirements or applicable governmental regulations, our reputation and brands could be 
damaged, potentially leading to increases in customer litigation against us. Further, to the extent we are unable to 
replace any recalled products, we may have to reduce our merchandise offerings, resulting in a decrease in sales. If 
our suppliers are unable or unwilling to recall products failing to meet our quality standards, we may be required to 
recall those products at a substantial cost to us. Moreover, changes in product safety or other consumer protection 
laws could lead to increased costs to us for certain merchandise, or additional labour costs associated with readying 
merchandise for sale. Long lead times on merchandise ordering cycles increase the difficulty for us to plan and prepare 
for potential changes to applicable laws. In the event that we are unable to timely comply with regulatory changes or 
regulators do not believe we are complying with current regulations applicable to us, significant fines or penalties 
could result, and could adversely affect our brands, reputation, financial condition, results of operations, and cash 
flows. 

We are party to routine litigation arising in the ordinary course of our business and may become involved in 
additional litigation, all of which may materially affect our business, brands and reputation. 

We may be subject to claims, including class action lawsuits, filed by customers, franchisees, independent operators, 
employees, suppliers, landlords, governmental authorities and others in the ordinary course of business. Significant 
claims may be expensive to defend and may divert time and resources away from our operations, causing adverse 
impacts to our results of operations and liquidity. In addition, adverse publicity related to litigation could negatively 
impact the reputation of our brand, even if such litigation is not valid, or a substantial judgment against us could 
negatively impact the reputation of our brand, resulting in further adverse impacts to results of operations and liquidity. 
Franchisees are subject to similar litigation risks. 

In the ordinary course of business, we will be, from time to time, the subject of complaints or litigation from 
franchisees, which could relate to alleged breaches of contract, alleged non-compliance with franchise disclosure law, 
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or wrongful termination under the franchise agreements. These claims may also reduce the willingness of franchisees 
to enter into new franchise agreements with us. In addition, litigation against a franchisee, whether in the ordinary 
course of business or otherwise, may include claims against us by virtue of our relationship with the franchisee, 
including, without limitation, for allegedly being a joint employer with a franchisee with respect to the obligations of 
the franchisee to its employees for wages and other employment related benefits and vicarious liability claims for acts 
and omissions at franchised locations over which we have little or no control over day-to-day operations. Litigation 
may lead to a decline in the sales and operating results of our locations and divert our management resources regardless 
of whether the allegations in such litigation are valid or whether we are liable. 

Further, we, or our franchisees, may be subject to employee and other claims in the future based on, among other 
things, discrimination, harassment and wrongful termination. We have been subject to these types of claims in the 
past, and if one or more of these claims were to be successful or if there is a significant increase in the number of these 
claims, our business, financial condition and operating results could be harmed. 

Our marketing programs, digital commerce initiatives, and collection, use, sharing and other processing of 
consumer information, including personal information, are governed by an evolving set of laws and enforcement 
trends, and changes in privacy laws or trends, or our failure to comply with existing or future laws, could 
substantially harm our business and results of operations. 

We collect, directly and from franchisees, maintain, use, and share consumer personal information provided to or 
collected by us or our service providers through online activities and other consumer interactions in our business. Our 
current and future marketing programs depend on our ability to collect, maintain, use and share this information with 
service providers, and our ability to do so depends on our privacy policies and certain contractual restrictions in third-
party contracts as well as requirements in current and evolving federal, provincial, and international laws, including 
privacy laws, and enforcement trends. While we strive to comply with all such regulatory and contractual obligations 
and believe that we are good stewards of our customers’ data, this area is rapidly evolving, and it is possible that these 
requirements may be interpreted and applied in a manner that is inconsistent with our practices. If so, we may suffer 
damage to our reputation and be subject to investigations, proceedings or actions against us by governmental entities 
or others. Any such investigation, proceeding or action could hurt our reputation, force us to spend significant amounts 
to defend our practices, distract our management, increase our costs of doing business, and result in monetary liability. 

One of the ways we track consumer data and interactions for marketing purposes is through the use of third-party 
“cookies” or similar tracking tools. Federal and provincial privacy laws regulate the use of third-party cookies and 
other methods of online tracking for behavioral advertising and other purposes. These laws may be amended or 
interpreted in a way that could significantly restrict the ability of companies and individuals to engage in these 
activities, such as by changing the level of consumer notice and consent required before a company can employ 
cookies or other electronic tracking tools or the use of data gathered with such tools. Additionally, some providers of 
consumer devices and web browsers have implemented, or announced plans to implement, means to make it easier 
for internet users to prevent the placement of cookies or to block other tracking technologies, which could if widely 
adopted result in the use of third-party cookies and other methods of online tracking becoming significantly less 
effective. Changes to the regulation of the use of these cookies and other current online tracking and advertising 
practices or a loss in our ability to make effective use of services that employ such technologies could increase our 
costs of operations and limit our ability to acquire new customers and market to existing customers on cost-effective 
terms and, consequently, materially and adversely affect our business, financial condition, and results of operations. 

In addition, various federal and provincial legislative and regulatory bodies, or self-regulatory organizations, may 
expand or further enforce current laws or regulations, enact new laws or regulations, or issue revised rules or guidance 
regarding privacy, data protection, consumer protection, and advertising. Such privacy, security, and data protection 
laws and regulations and others, regulating our use of certain electronic mail marketing and any other such changes 
or new laws or regulations, could impose significant limitations, require changes to our business, or restrict our use or 
storage of personal information, which may increase our compliance expenses and make our business costlier or less 
efficient to conduct. In addition, any such changes could compromise our ability to develop an adequate marketing 
strategy and pursue our growth strategy effectively, which, in turn, could adversely affect our business, financial 
condition, and results of operations. 
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Our failure and our franchisees’ failure to comply with federal, provincial and local laws and regulations may lead 
to losses and harm our brand. 

We and our franchisees, as well as some of our suppliers, are subject to various federal, provincial, and local laws and 
regulations, including, among others, the Consumer Packaging and Labelling Act (Canada), the Food and Drugs Act 
(Canada), the Competition Act (Canada), provincial employment standards legislation, and provincial franchise and 
consumer protection laws and regulations. These laws and regulations govern, among other things, relationships with 
employees, including minimum wage requirements, overtime, terms and conditions of employment and working 
conditions; relationships with franchisees, including pre-sale franchise disclosure and ongoing obligations to 
franchisees; the manufacturing and distribution of pet foods, veterinary products, and controlled substances intended 
for animal use; the transportation, handling, and sale of small pets; emissions to air and water and the generation, 
handling, storage, discharge, transportation, disposal, and remediation of waste and hazardous materials; the 
processing, storage, distribution, safety, advertising, labeling, promotion, and import or export of our products; 
providing services to our customers; contracted services with various third-party providers; credit and debit card 
processing; the handling, security, protection, and use of customer and associate information; and the licensing and 
certification of services. In addition, we and our franchisees are subject to a wide range of provincial and local 
regulations relating to COVID-19, which are frequently changing. 

Violations of or liability under applicable laws and regulations may result in administrative, civil or criminal fines, 
penalties or sanctions against us, revocation or modification of applicable permits, licenses, or authorizations, 
environmental, health and safety investigations or remedial activities, voluntary or involuntary product recalls, 
warning or untitled letters or cease and desist orders against operations that are not in compliance, or third-party 
liability claims against us, among other things. Such laws and regulations generally have become more stringent over 
time and may become more so in the future, and we may incur (directly, or indirectly through our outsourced 
proprietary brand manufacturing partners) material costs to comply with current or future laws and regulations or in 
any required product recalls. Some of these laws and regulations are subject to varying and uncertain interpretations, 
application, and enforcement by courts and regulatory authorities with broad discretion, which can mean that our 
efforts to maintain compliance in all jurisdictions are not always successful. Liabilities under, costs of compliance 
with, and the impacts on us of any alleged or determined non-compliance with any such laws and regulations could 
materially and adversely affect our business, brands, reputation, financial condition, and results of operations. In 
addition, changes in the laws and regulations to which we are subject could impose significant limitations and require 
changes to our business, which may increase our compliance expenses, make our business costlier and less efficient 
to conduct, and compromise our growth strategy. Although we routinely seek to obtain broad indemnities from our 
suppliers in respect of their products, we could be adversely affected if we were found not to be in compliance with 
applicable regulations. 

Among other regulatory requirements, the Competition Bureau and Health Canada both regulate claims in pet product 
labelling. Legislation administered by the Competition Bureau and other regulatory bodies prohibits false and 
misleading representations and the making of unsubstantiated claims among other deceptive marketing practices. 
Health Canada administers legislation prohibiting unsubstantiated and unapproved health claims and products, 
particularly as they relate to veterinary health products. Products that contain certain ingredients make claims that they 
are intended to treat or prevent disease in pets may meet the definition of a drug or pest control product and necessitate 
complicated product licensing and highly regulated labelling and advertising to ensure compliance. Failure to obtain 
proper approvals and/or the making of unapproved claims can result in civil or criminal penalties, recalls, the inability 
to import products and/or adverse public relations among other consequences. 

In addition to the risk of adverse legislation or regulations being enacted in the future, we cannot predict how existing 
or future laws or regulations will be administered or interpreted. Further, we cannot predict the amount of future 
expenditures that may be required in order to comply with any such laws or regulations. Noncompliance by us or our 
franchisees with any of the foregoing laws and regulations could lead to various claims and reduced profits. 

We may be exposed to certain liabilities arising from or involving former subsidiaries. 

In connection with Pre-Closing IPO transactions, the Company sold all of the shares of Pet Retail Brands, Inc., which 
is the owner of U.S. businesses Pet Valu, Inc. and Pet Supermarket Inc., to the Company’s existing shareholders. As 
of the closing of the IPO, the Company had no economic interest in Pet Retail Brands, Inc. or any of its subsidiaries, 
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any inter-company indebtedness was extinguished and the Company does not have any operations in the U.S. 
However, we may continue to be exposed to certain liabilities arising in connection with the operations of Pet Retail 
Brands, Inc. and its subsidiaries. We and Pet Retail Brands, Inc. and its subsidiaries have agreed to release and 
indemnify each other for liabilities that may affect the other arising out of the operation of the respective businesses 
prior to the closing of the IPO; however, there can be no assurance that all claims will be fully indemnified or that 
such indemnification will mitigate all potential losses. The time and expense that we may be required to dedicate to 
such matters may be material to us and our subsidiaries and may adversely impact our capital resources. 

Risks Related to our Shares  

The price of the Shares in public markets may experience significant fluctuations and volatility. 

The market price for Shares may be volatile and subject to wide fluctuations in response to numerous factors, many 
of which are beyond our control, including the following:  

(i) market conditions resulting from the COVID-19 pandemic or an escalation thereof;  

(ii) actual or anticipated fluctuations in our quarterly results of operations;  

(iii) changes in estimates of our future results of operations by us; 

(iv) changes in forecasts, estimates or recommendations of securities research analysts regarding our future 
results of operations or financial performance; 

(v) changes in the economic operating, performance or market valuations of other companies in the industry 
in which we operate or of other companies that investors deem comparable to us; 

(vi) failure of securities analysts to initiate or maintain coverage of us, changes in ratings and financial 
estimates and the publication of other news by any securities analysts who follow it, or our failure to 
meet these estimates or the expectations of investors; 

(vii) release or expiration of lock-up or other transfer restrictions on outstanding Shares or securities issuable 
upon exchange of options; 

(viii) price and volume fluctuations in the trading of the Shares and in the overall stock market, including as a 
result of trends in the economy as a whole; 

(ix) changes in general political, economic, industry and market conditions and trends; 

(x) significant acquisitions or business combinations, strategic partnerships, joint ventures or capital 
commitments by or involving us or our competitors;  

(xi) new laws or regulations or new interpretations of existing laws or regulations applicable to our business 
or industry; 

(xii) lawsuits threatened or filed against us for claims relating to intellectual property, employment issues, or 
otherwise; 

(xiii) sales or perceived intent to sell Shares by our insiders or the issuance of additional Shares by us; 

(xiv) the size of the public float; 

(xv) changes in the Board, our management or other key personnel; 

(xvi) short sales, hedging, and other derivative transactions involving the Shares; and 
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(xvii) news reports relating to trends, concerns, technological or competitive developments, regulatory changes 
and other related issues in our industry or target markets. 

Financial markets have recently 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 Shares may 
decline even if our business, financial condition and results of operations 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. As well, certain institutional investors may base their investment 
decisions on consideration of our environmental, governance and social practices and performance against such 
institutions’ respective investment guidelines and criteria, and failure to satisfy such criteria may result in limited or 
no investment in Shares by those institutions, which could materially adversely affect the trading price of the Shares. 
There can be no assurance that fluctuations in price and volume will not occur. If such increased levels of volatility 
and market turmoil continue for a protracted period of time, our business, financial condition and results of operations 
could be materially adversely impacted and the trading price of the Shares could also be materially adversely affected. 

There can be no assurance that the forward-looking statements in this AIF will prove to be correct 

The forward-looking statements relating to, among other things, our future results, performance, achievements, 
prospects or opportunities included in this AIF are based on our opinions, assumptions and estimates made by us in 
light of our experience and perception of historical trends, current conditions and expected future developments, as 
well as other factors we believe are appropriate and reasonable in the circumstances. However, there can be no 
assurance that such estimates and assumptions will prove to be correct. Our actual results in the future may vary 
significantly from historical and estimated results and those variations may be material. There is no representation by 
us that actual results achieved by us in the future will be the same, in whole or in part, as those included in this AIF. 
See “Forward-Looking Information”. 

The Principal Shareholders have significant control over the business and significant transactions and 
shareholders may not have the same corporate governance protections they would have if we were not a majority 
controlled company.  

The Principal Shareholders control a majority of our voting power and are entitled to elect the majority of our directors. 
As a result, the Principal Shareholders have the ability to exert substantial influence over many matters affecting our 
business, policies and affairs, including:  

(i) the composition of the Board and, through the Board, any determination with respect to the business 
plans and policies, including the appointment and removal of our officers;  

(ii) determinations with respect to acquisitions of businesses, mergers or other business combinations;  

(iii) our capital structure, including financing activities;  

(iv) compensation, option programs and other human resource policy decisions;  

(v) changes to agreements that may adversely affect us; and  

(vi) our payment or non-payment of dividends. 

We may issue additional securities in the future, including Shares and preferred shares. 

The Articles will provide that we may issue an unlimited number of Shares and preferred shares, issuable in one or 
more series. Subject to the requirements of the TSX, we are not required to obtain the approval of shareholders for the 
issuance of additional Shares or preferred shares. If we were to issue any additional Shares or preferred shares or such 
other classes of authorized shares that are convertible or exchangeable for Shares, the percentage ownership of existing 
shareholders may be reduced and diluted. We cannot foresee the terms and conditions of any future offerings of its 
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securities nor the effect of such offerings on the market price of Shares. Any issuance of a significant percentage of 
our securities, or the perception that such issuances may occur, could have a material adverse effect on the market 
price of the Shares and limit our ability to fund its operations through capital raising transactions in the future.  

We have no present plans to issue any preferred shares. However, the Board will have the authority to issue preferred 
shares in different series and to determine the rights, privileges, restrictions and conditions of such preferred shares 
and to fix the number of shares constituting any series and the designation of such series, without any further vote or 
action by our shareholders. Our preferred shares may be issued with liquidation, dividend and other rights superior to 
the rights of the Shares. The potential issuance of preferred shares may delay or prevent a change in control of us, 
discourage bids for the Shares at a premium over the market price and adversely affect the market price and other 
rights of the shareholders. 

Our issuance of additional Shares in connection with financings, acquisitions, investments, equity incentive plans, 
or otherwise will dilute all other shareholders. 

We may raise additional funds in the future by issuing equity securities, including Shares and other securities 
convertible, exercisable or exchangeable into equity securities, including Shares. Other than the Principal 
Shareholders, holders of Shares have no pre-emptive rights in connection with such further issues. The Board has the 
discretion to determine if an issuance of Shares or other equity securities is warranted, the price at which such issuance 
is effected and the other terms of issuing Shares. In addition, we may issue additional Shares in connection with the 
exercise of options. Any such issuances of additional Shares may cause shareholders to experience significant dilution 
of their ownership interests and the per share value of the Shares to decline. 

The Principal Shareholders have the right to oblige us to arrange the sale of any or all of their Shares by way of a 
prospectus pursuant to their registration rights described under “Principal Shareholder – Investor Rights Agreement – 
Registration Rights”. Any sale of Shares by the Principal Shareholders by way of prospectus or otherwise could 
significantly reduce the market price of the Shares and impede our ability to raise capital through the issuance of 
additional Shares. 

Future sales of a substantial amount of the Shares may depress the market price of the Shares. 

If our shareholders sell substantial amounts of the Shares in the public market, the market price of the Shares could 
decline, as a result of these sales, or create the market perception that the holders of a large number of Shares intend 
to sell their position. We cannot predict the effect, if any, that future public sales of these securities or the availability 
of these securities for sale will have on the market price of the Shares. These sales may also impede our ability to sell 
our equity or equity-related securities in the future at a time and price that we deem appropriate and might cause 
remaining shareholders to lose all or part of their investments.  

There can be no assurance that we will be in a position to pay dividends.  

The declaration and payment of future dividends will be at the discretion of the Board and may be subject to restrictions 
under our credit facilities and may be affected by various other factors, including, but not limited to, our earnings, 
financial condition and legal or contractual restrictions. There can be no assurance that we will be in a position to pay 
dividends at the same rate (or at all) in the future. See “Dividends”. 

We are a holding company with no operations of our own and, as such, we depend on our subsidiaries for cash to 
fund our operations and expenses, including future dividend payments, if any. 

As a holding company for our operating subsidiary, we do not have any significant operations of our own. Our 
principal source of cash flow to fund our obligations, including payment of dividends, are dividends and distributions 
from our operating subsidiary. Therefore, our ability to fund and conduct our business, service our debt and pay 
dividends, if any, in the future will depend on the ability of our operating subsidiary to generate sufficient cash flow 
to make upstream cash distributions to us. The ability of any of our subsidiaries to distribute cash to us will also be 
subject to, among other things, the availability of sufficient funds in such subsidiary, as well as statutory, regulatory, 
contractual, tax or other limitations. Claims of any creditors of our subsidiaries generally will have priority as to the 
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assets of such subsidiaries over our claims and claims of our creditors and shareholders. If the cash we receive from 
our subsidiaries pursuant to such distributions is insufficient, or if the subsidiaries are unable to make such 
distributions, we may be required to raise cash through the incurrence of debt, the issuance of additional equity or the 
sale of assets to fund our obligations. However, there can be no assurance that we would be able to raise cash by any 
of these means in a timely manner or on terms that are favourable to the Company. 

Public shareholders have limited control over our operations. 

Public shareholders have limited control over changes in our policies and operations. The Board determines major 
policies, including policies regarding financing, growth, debt capitalization and any future dividends to shareholders. 
Generally, the Board may amend or revise these and other policies without a vote of the shareholders. Shareholders 
will only have a right to vote, as a class, in the circumstances described under “Description of Share Capital – Shares 
– Voting rights and meetings of shareholders”. The Board’s broad discretion in setting policies and the limited ability 
of shareholders to exert control over those policies increases the uncertainty and risks of an investment in us. 

As of January 1, 2022, the Principal Shareholders held approximately 62.5% of our total issued and outstanding 
Shares. As a result, the Principal Shareholders control with respect to all matters submitted to our shareholders for 
approval, including without limitation the election and removal of directors, amendments to our constating documents 
and the approval of certain material transactions.  

Failure to establish and maintain effective internal controls in accordance with NI 52-109 could have a material 
adverse effect on our business and the market price of the Shares.  

Effective disclosure controls and procedures and internal controls over financial reporting are necessary for us to 
provide reliable financial reports and effectively prevent fraud. However, we do not expect that our disclosure controls 
and procedures and internal controls over financial reporting will prevent all error and fraud. A control system, no 
matter how well-designed and implemented, can provide only reasonable, not absolute, assurance that the control 
system’s objectives will be met. Further, the design of a control system must reflect the fact that there are resource 
constraints, and the benefits of controls must be considered relative to their costs. Due to the inherent limitations in 
all control systems, no evaluation of controls can provide absolute assurance that all control issues within an 
organization are detected. The inherent limitations include the realities that judgments in decision making can be 
faulty, and that breakdowns can occur because of simple errors or mistakes. Controls can also be circumvented by 
individual acts of certain persons, by collusion of two or more people or by management override of the controls. Due 
to the inherent limitations in a cost-effective control system, misstatements due to error or fraud may occur and may 
not be detected in a timely manner or at all.  

We may in the future discover significant deficiencies or material weaknesses in our internal controls, and we cannot 
be certain that we will be successful in maintaining adequate control over our financial reporting and financial 
processes. If we or our independent auditors discover a material weakness, the disclosure of that fact, even if quickly 
remedied, could reduce the market value of the Shares. Additionally, the existence of any significant deficiency or 
material weakness could require management to devote significant time and incur significant expense to remediate 
any such significant deficiency or material weakness, and management may not be able to remediate any such 
significant deficiency or material weakness in a timely manner, or at all. Moreover, any failure to maintain effective 
internal controls over financial reporting could cause us to fail to satisfy our reporting obligations or result in material 
misstatements in our financial statements. If we cannot provide reliable financial reports or prevent fraud, our 
reputation and operating results could be materially adversely affected which could also cause investors to lose 
confidence in our reported financial information, which could result in a reduction in the market value of the Shares. 
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The Principal Shareholders control a majority of our voting power, which may reduce the likelihood that we may 
be acquired by a third party and that shareholders will receive a premium upon a change of control.  

The Principal Shareholders have the sole ability to transfer control of us, which may reduce the likelihood of 
transactions involving a change of control of us, including transactions in which a shareholder might otherwise receive 
a premium for its Shares over the then-current market price.  

Requirements to comply with public company reporting obligations, as well as those of any stock exchange, may 
strain our systems and resources. 

As a public entity, we are subject to the reporting requirements and related rules and regulations of the Canadian 
provincial securities regulators, as well as the rules of any stock exchange on which our securities may be listed from 
time to time. These requirements may place a strain on our systems and resources. The applicable securities legislation 
requires that we file annual, quarterly and event-driven reports with respect to its business and financial condition and 
operations, and requires that we maintain effective disclosure controls and procedures and internal controls over 
financial reporting. In order to maintain and improve the effectiveness of our disclosure controls and procedures, 
significant resources and management oversight will be required. We have implemented additional procedures and 
processes for the purpose of addressing the standards and requirements applicable to public companies. However, we 
cannot assure shareholders that these procedures and processes will be sufficient to allow us to satisfy our obligations 
as a public company on a timely basis. In addition, sustaining our growth will also require it to commit additional 
management, operational and financial resources to identify new professionals to join us and to maintain appropriate 
operational and financial systems to adequately support expansion. These activities may divert management’s 
attention from other business concerns, which could have a material adverse effect on our business, financial condition, 
financial performance and cash flows. 

If securities or industry analysts do not publish research or publish inaccurate or unfavourable research about us 
or our business, the trading price and volume of the Shares could decline. 

The trading market for the Shares relies in part on the research and reports that industry or financial analysts publish 
about us or our business. If no or few analysts commence coverage of us, the trading price of the Shares would be 
negatively impacted. Even if we do obtain analysis coverage, if one or more of the analysts who cover us downgrade 
their evaluations of the Shares or Share price, or publish inaccurate or unfavourable reports about our business, the 
trading price of the Shares may decline. Similarly, the trading price of the Shares may decline if our actual results of 
operations do not match analysts’ projections. If one or more of these analysts cease coverage of us or fail to publish 
reports on us regularly, we could lose visibility in the market for the Shares, which could cause the trading price and 
volume of the Shares to decline. 

DIVIDENDS 

On November 16, 2021, the Company announced that its Board declared its first quarterly cash dividend payment on 
the Shares for the quarter ended October 2, 2021, in an amount equal to $0.01 per Share. The dividend was paid on 
December 15, 2021 to shareholders of record as at the close of business on November 30, 2021.  

The Board has declared a quarterly cash dividend payment on the Shares for the quarter ended January 1, 2022, in an 
amount equal to $0.06 per Share. The dividend is payable on April 15, 2022 to shareholders of record as at the close 
of business on March 31, 2022. 

The Board reviews the Company’s dividend policy periodically in the context of, among other things, the Company’s 
earnings, financial condition and other relevant factors. Management reviews the Company’s financial results on a 
monthly basis. The Board reviews the financial results on a quarterly basis, or as requested by management, and 
determine whether a dividend shall be declared and paid based on a number of factors including, but not limited to, 
the Company’s financial results, capital requirements, available cash flow, the need for funds to finance ongoing 
operations and other factors that the Board may consider relevant. There can be no assurance that the Company will 
be in a position to declare or pay quarterly dividends at the same rate (or at all) in the future. 
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The actual payment, amount and timing of any dividends are not guaranteed and are subject to the discretion of our 
Board. We are also a holding company that does not conduct any business operations of our own. As a result, we are 
dependent upon cash dividends and distributions and other transfers from our subsidiaries to make dividend payments 
on our common stock. The agreements governing our indebtedness contain, and agreements governing any of our 
future indebtedness may contain, various covenants that limit our ability to pay dividends. See “Risk Factors – There 
can be no assurance that we will be in a position to pay dividends”.  

DESCRIPTION OF SHARE CAPITAL 

The following description of the Company’s share capital summarizes certain provisions contained in the  Articles. 
These summaries do not purport to be complete and are subject to, and are qualified in their entirety by reference to, 
all of the provisions of the Articles. 

General 

The Company’s authorized share capital consists of (i) an unlimited number of Shares and (ii) an unlimited number 
of preferred shares, issuable in series. As at the date hereof, an aggregate of 70,127,411 Shares are issued and 
outstanding and no preferred shares are issued and outstanding.  

Shares 

Voting rights and meetings of shareholders 

Holders of Shares are entitled to receive notice of any meetings of shareholders, to attend and to cast one vote per 
Share at all such meetings. The quorum for the transaction of business at a meeting of shareholders is two persons 
who are, or who represent by proxy, shareholders who, in the aggregate, hold at least 25% of the issued shares entitled 
to vote at the meeting. 

Dividends 

Holders of the Shares are entitled to receive on a pro rata basis dividends, if any, out of the Company’s assets legally 
available for the payment of such dividends at such times and in such amounts and form as the Board may from time 
to time deem advisable. 

Liquidation 

Upon the liquidation, dissolution or winding-up of the Company, whether voluntarily or involuntarily, holders of 
Shares, without preference or distinction, will be entitled to receive on a pro rata basis the net assets of the Company 
remaining after payment of all debts and liabilities, in each case subject to the rights, privileges, restrictions and 
conditions attaching to any other series or class of shares ranking senior in priority to or on a pro rata basis with the 
Shares with respect to dividends or liquidation. 

Preferred Shares 

The preferred shares may at any time and from time to time be issued in one or more series. Prior to the issue of 
preferred shares of any series, the Board shall, subject to the rights, privileges, restrictions and conditions attached to 
the preferred shares as a class, the Articles and the provisions of the BCBCA, by resolution amend the Articles to fix 
the number of preferred shares in such series and determine the designation of, and the rights, restrictions, privileges 
and conditions attached to, the preferred shares of such series, including any right to receive dividends (which may be 
cumulative or non-cumulative and variable or fixed) or the means of determining such dividends, the dates of payment 
thereof, any terms or conditions of redemption or purchase, any conversion rights, any retraction rights, any rights on 
the Company’s liquidation, dissolution or winding-up and any sinking fund or other provisions, attached to the 
preferred shares of the series.  
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Voting rights and meetings of shareholders 

Except as provided in any special rights or restrictions attaching to any series of preferred shares issued from time to 
time, the holders of preferred shares will not be entitled to receive notice of, attend or vote at any meeting of 
shareholders. 

Dividends 

Preferred shares of each series, if and when issued, will, with respect to the payment of dividends, rank pari passu 
with the preferred shares of every other series and be entitled to preference over the Shares and any other of the 
Company’s shares ranking junior to the preferred shares with respect to payment of dividends. 

Liquidation 

Upon the liquidation, dissolution or winding-up of the Company, whether voluntarily or involuntarily, holders of 
preferred shares will be entitled to preference with respect to distribution of the net assets of the Company remaining 
after payment of all debts and liabilities over the Shares and any other of the Company’s shares ranking junior to the 
preferred shares with respect to the repayment of capital paid up on and the payment of unpaid dividends accrued on 
the preferred shares.  

MARKET FOR SECURITIES 

Trading Price and Volume  

The Shares are listed for trading on the TSX under the symbol “PET”. The following table shows the monthly range 
of high and low prices per Share at the close of market on the TSX, as well as total monthly volumes of the Shares 
traded on the TSX from June 24, 2021 (the closing of our IPO) to our year ended January 1, 2022: 

Month 

Share Price (C$ per Common Share) Volume (# of Common 
Shares) High Low 

June 24-30, 2021 $27.86 $24.00 2,164,233 

July 2021 $27.50 $25.56 451,052 

August 2021 $35.00 $26.50 381,504 

September 2021 $34.99 $28.41 997,249 

October 2021 $30.67 $27.27 724,269 

November 2021 $36.27 $28.90 2,642,487 

December 2021 $36.26 $31.99 1,183,822 

 

Prior Sales 

On June 30, 2021, the Company completed the IPO of 15,812,500 Shares (including 2,062,500 Shares issued pursuant 
to the exercise in full of an over-allotment option) at a price of $20.00 per Share. 

Other than the IPO Issuance, the following table summarizes details of sales of Shares or securities converted or 
exercised into Shares during the financial year ended January 1, 2022 and prior to the date of this AIF. Pursuant to the 
Pre-Closing Transactions, all of the Company’s outstanding class X common shares, class Y common shares, class A 
preferred shares, class B preferred shares, and class C preferred shares were exchanged for Shares and cancelled by 
the Company and all of the outstanding options to acquire class X common shares of the Company under the legacy 
stock option plan became options to acquire Shares. The “Number of Securities Issued” and “Issue / Exercise Price 
per Security” in this table are presented on an as adjusted basis after giving effect to the Pre-Closing Transactions.  
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Date of Issuance Type of Security 
Number of 
Securities 

Issue / Exercise Price 
Per Security 

January 8, 2021(1) Class X common shares  13,920 US$1.42 

January 8, 2021(2) Class X common shares  147,510 US$0.01 

May 25, 2021(3) Class X common shares  29,502 US$0.01 

June 2, 2021(4) Class X common shares  13,410  US$5.60 

June 2, 2021(5) Class X common shares  18,606  US$6.84 

June 2, 2021(6) Class X common shares  6,648  US$9.64 

June 7, 2021(7) Class X common shares  5,568 US$9.64 

June 9, 2021(8) Class X common shares  27,840 US$9.64 

June 10, 2021(9) Class X common shares  34,801  US$9.64 

June 11, 2021(10) Class X common shares 53,640  US$0.01 

June 11, 2021(11) Class X common shares 33,697 US$3.90 

June 11, 2021(12) Class X common shares  9,280  US$9.64 

September 10, 2021(13) Shares 13,410 CAD$0.81 

September 10, 2021(14) Shares 5,185 CAD$9.73 

December 29, 2021(15) Shares 91,481 CAD$0.01 

January 21, 2022(16) Shares 29,502 CAD$0.01 

January 21, 2022(17) Shares 5,568 CAD$9.73 

January 24, 2022(18) Shares 8,352 CAD$9.73 

 
Note:  

(1) Issued to a former employee of the Company pursuant to the exercise of options to acquire class X common shares of the Company 
granted on November 11, 2014. 

(2) Issued to a former employee of the Company pursuant to the exercise of options to acquire class X common shares of the Company 
granted on November 16, 2009 and March 30, 2011. 

(3) Issued to a former employee of the Company pursuant to the exercise of options to acquire class X common shares of the Company 
granted on September 30, 2012. 

(4) Issued to a former director of the Company pursuant to the exercise of options to acquire class X common shares of the Company 
granted on February 10, 2015.  

(5) Issued to a former director of the Company pursuant to the exercise of options to acquire class X common shares of the Company 
granted on June 16, 2015. 

(6) Issued to a former director of the Company pursuant to the exercise of options to acquire class X common shares of the Company 
granted on August 15, 2019. 

(7) Issued to a former employee of the Company pursuant to the exercise of options to acquire class X common shares of the Company 
granted on May 17, 2018. 

(8) Issued to a former employee of the Company pursuant to the exercise of options to acquire class X common shares of the Company 
granted on August 15, 2019. 

(9) Issued to a former employee of the Company pursuant to the exercise of options to acquire class X common shares of the Company 
granted on August 15, 2019. 

(10) Issued to a former employee of the Company pursuant to the exercise of options to acquire class X common shares of the Company 
granted on December 3, 2013. 

(11) Issued to a former employee of the Company pursuant to the exercise of options to acquire class X common shares of the Company 
granted on August 11, 2015. 

(12) Issued to a former employee of the Company pursuant to the exercise of options to acquire class X common shares of the Company 
granted on May 17, 2018. 

(13) Issued to a former director of the Company pursuant to the exercise of options to acquire Shares of the Company granted on February 
10, 2015. 

(14) Issued to a former director of the Company pursuant to the exercise of options to acquire Shares of the Company granted on August 15, 
2019. 



 

54 

(15) Issued to the estate trustee of a former employee of the Company pursuant to the exercise of options to acquire Shares of the Company 
granted on February 26, 2021. 

(16) Issued to an employee of the Company pursuant to the exercise of options to acquire Shares of the Company granted on February 26, 
2021. 

(17) Issued to an employee of the Company pursuant to the exercise of options to acquire Shares of the Company granted on April 19, 2017. 
(18) Issued to a former employee of the Company pursuant to the exercise of options to acquire Shares of the Company granted on August 

16, 2017. 

SECURITIES SUBJECT TO CONTRACTUAL RESTRICTION ON TRANSFER 

The following securities of the Company are subject to contractual restrictions as at January 1, 2022: 

Designation of Class 
Number of securities that are subject to a 

contractual restriction on transfer Percentage of Class 

Common Shares 2,063,162 2.94% 

Note:  
(1) 2,063,162 Common Shares held by certain directors, officers, employees and former employees of the Company are subject to 

contractual lock-up agreements (the “Lock-Up Agreements”) entered into with the Company in connection with the IPO. The 
contractual restrictions on transfer under the Lock-Up Agreements will expire as to 50% of the 2,063,162 Common Shares on July 1, 
2022, and as to the balance of the Common Shares on January 1, 2023. 
 

DIRECTORS AND EXECUTIVE OFFICERS  

Directors  

The Board consists of ten directors. All directors are elected by shareholders at each annual meeting of the Company’s 
shareholders, and hold office for a term expiring at the close of the next annual meeting or until their respective 
successors are elected or appointed. The following table sets forth the name, place of residence, principal occupation 
and duration of service of the current directors of the Company. The table also identifies which directors are 
“independent” within the meaning of National Policy 58-201 – Corporate Governance Guidelines (“NP 58-201”). 
Additional biographical information for each individual is provided below. 

Applicable corporate law permits the Board to appoint directors to fill any casual vacancies that may occur. The Board 
is permitted to add additional directors between successive annual meetings of holders of Common Shares so long as 
the number appointed does not exceed more than one-third of the number of directors appointed at the previous annual 
meeting. Individuals appointed as directors to fill casual vacancies on the Board or added as additional directors hold 
office like any other director until the next annual meeting at which time they may be re-elected or replaced. 

Name, Province and 
Country of Residence 

Director  
Since Principal Occupation 

Sarah Davis(1)(2) ................................................  
Ontario, Canada 

July 28, 2021 Corporate Director 

Linda Drysdale(1)(2) ..........................................  
Ontario, Canada 

August 12, 2021 Chief Financial Officer of Interac Corp. 

Clayton Harmon .............................................  
Georgia, United States 

January 18, 2021 Managing Director, Roark Capital 
Management, LLC 

Patrick Hillegass .............................................  
Georgia, United States 

February 28, 2019 Principal, Roark Capital Management, 
LLC 

Kevin Hofmann(2) ............................................  
Georgia, United States 

November 15, 2019 Managing Director, Roark Capital 
Management, LLC 
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Name, Province and 
Country of Residence 

Director  
Since Principal Occupation 

Richard Maltsbarger ......................................  
North Carolina, United States; Ontario, Canada 

November 15, 2018 President and Chief Executive Officer 
of Pet Valu 

Rick Puckett(1) .................................................  
Florida, United States 

August 15, 2019 Corporate Director 

Steven Townsend(1) ..........................................  
Florida, United States 

June 10, 2016 Partner, Townsend Associates 

Anthony Truesdale(1) ......................................  
Arizona, United States 

August 15, 2019 Chair of the Board and Corporate 
Director 

Erin Young(1)(2) ................................................  
Ontario, Canada 

May 3, 2021 Chief Marketing and Merchandising 
Officer, McKesson Canada 

________________ 
Note:  

(1) Independent director for purposes of NI 58-101.  
(2) Each of the directors of the Company has had the principal occupation indicated opposite his or her name during the past 

five years, except: (a) Sarah Davis who, prior to May 2021, served as President of Loblaw Companies Limited; (b) Linda 
Drysdale who, from May 2016 to November 2019, served as VP, FP&A, Corporate Groups of Canadian Tire Corporation; 
(c) Kevin Hofmann who, prior to April 2019, served as President of Online and Chief Marketing Officer of The Home 
Depot, Inc.; and (d) Erin Young who, from October 2013 to November 2017, served as Chief Marketing Officer of 
Well.ca.  

Committees of the Board of Directors 

The Board of Directors has three committees: the Audit Committee, the Compensation Committee, the Governance 
and Nominating Committee. 

The current members of these Committees are as follows: 

Audit Committee Compensation Committee 
Governance and Nominating 

Committee 

Linda Drysdale (Chair) Steven Townsend (Chair) Sarah Davis (Chair) 

Sarah Davis Clayton Harmon Clayton Harmon 

Patrick Hillegass Patrick Hillegass Erin Young 

Rick Puckett   

Steven Townsend   

 

Audit Committee 

The Audit Committee is comprised of Linda Drysdale (Chair), Sarah Davis, Patrick Hillegass, Rick Puckett and Steven 
Townsend. The education and experience of each Audit Committee member that is relevant to the performance of 
their responsibilities as an Audit Committee member is described below.  
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Member Experience 

Linda Drysdale (Chair) Linda Drysdale, CPA, CA is Chief Financial Officer of Interac Corp., Canada’s 
leading payment services provider.  Prior to taking this role in 2020, Ms. Drysdale 
held several positions with increasing responsibility at Canadian Tire Corporation, 
Limited (Retail), BCE Inc., PwC, and Deloitte & Touche LLP. Ms. Drysdale has 
over 25 years of extensive knowledge in risk management and audit functions, and 
a decade of experience reporting to boards of directors and board audit committees 
as a Chief Financial Officer and senior Internal Audit executive. Previously, she 
served as National Leader of the Privacy Services Practice at 
PricewaterhouseCoopers and played a critical role in establishing Deloitte’s Risk 
Management Services Practice in the United Kingdom. She holds a Bachelor of 
Arts in Economics from the University of Waterloo and a Graduate Diploma in 
Accounting from Wilfrid Laurier University. 

Sarah Davis Sarah Davis, FCPA, FCA was President of Loblaw Companies Limited, from 
2017 until May 2021. As President she was responsible for the strategic direction 
and day-to-day operations of Canada’s largest retailer and the nation’s food and 
pharmacy leader. Ms. Davis also served as Chief Administrative Officer at Loblaw 
from 2014 to 2017 and as Chief Financial Officer from May 2010 to 2014, during 
which time she played a crucial role in transforming the company from a 
regionally managed grocer into an omni-channel food, health and wellness retailer 
with $52.7 billion in revenue. Ms. Davis was Chair of the Board of PC® 
Children’s Charity and T&T Supermarkets from 2017 until her retirement in 2021. 
She served as a member the Board of PC Financial from 2010 to 2021, and was a 
member of the Board, Audit and Compensation Committees and served as Chair 
of the Compensation Committee of AGF Management Limited from 2014 to 2022. 
Prior to joining Loblaw, Ms. Davis spent two decades in various financial roles at 
Rogers Communications and Bell Canada. She is a director and Audit Committee 
Chair of Victoria Secret & Co, a director and Audit Committee member of 
Amdocs Limited, and a director of New Look, a privately owned retailer of 
eyeglasses. She holds an Honours Bachelor of Commerce degree from Queen’s 
University, is a Chartered Accountant and is a Fellow of the Chartered 
Professional Accountants.  

Patrick Hillegass Patrick Hillegass has served as a member of the Board since February 2019. Mr. 
Hillegass is Principal, Roark Capital Management, LLC and joined Roark in 2011. 
Mr. Hillegass has worked with Roark in increasingly senior roles since 
2011.  Through his role with Roark, Mr. Hillegass serves on the Board of Directors 
of Pet Supermarket, a specialty retailer of pet food and pet-related supplies based 
in Ft. Lauderdale, Florida and the parent company of Divisions Maintenance 
Group, a Cincinnati-based provider of facilities services to multi-unit clients, 
including many of leading retailers in the U.S.  He has also overseen Roark’s 
investments in Wingstop, Massage Envy and Miller’s Ale House. In his time with 
Roark, and in addition to the roles above, he has had extensive experience 
reviewing and analyzing the financial statements, audits and accounting records 
of many multi-unit restaurant and retail investment opportunities. Mr. Hillegass 
graduated from the University of Virginia in 2007 with a bachelor’s degree in 
economics and systems engineering. 

Rick Puckett Rick Puckett has served as a member of the Board since August 2019. Mr. Puckett 
serves as a director and as Chairman of the Audit Committee for Driven Brands 
Holdings Inc., SPX Corporation and Whitehorse Finance, Inc., positions he has 
held since May 2017, May 2015 and December 2012, respectively. Mr. Puckett 
also served on the Board of Directors of Late July Brands, a privately held 
company from 2007 through 2010. From December 2006 to December 2016, Mr. 



 

57 

Puckett was the Executive Vice President, Chief Financial Officer and Chief 
Administrative Officer of Snyder’s-Lance, Inc. Prior to Snyder’s-Lance, Mr. 
Puckett was Executive Vice President, Chief Financial Officer and Treasurer of 
United Natural Foods, Inc. Mr. Puckett is a Certified Public Accountant, and he 
received a bachelor’s degree in accounting and an M.B.A. from the University of 
Kentucky. Mr. Puckett’s experience in leadership roles at his past companies, 
significant knowledge and understanding of corporate finance and financial 
reporting and his expert background as a Certified Public Accountant provides him 
with the qualifications and skills to serve as a director. 

Steven Townsend Steve Townsend has served as a member of the Board since June 2016. Mr. 
Townsend is a partner of Townsend Associates, and has over 31 years of senior 
management, financial, operational, information systems and human resources 
experience. He has served as a member of the Board of Directors of Massage Envy 
Franchising LLC since 2012, and as Chair of its Audit Committee since 2016. Mr. 
Townsend previously held various roles at United Natural Foods, Inc., the largest 
publicly traded wholesale distributor of natural foods, as President from 2001 to 
2005 and Chairman and Chief Executive Officer from 2003 to 2005. Prior to that, 
Mr. Townsend served as Chief Financial Officer and Chief Operating Officer of 
United Natural Foods, Inc. having joined the company in 1981 as Controller. Mr. 
Townsend previously held management positions at Harris Corporation and 
Tupperware Corporation and served on the Board of Directors of Global Energy 
Holdings Group Inc., Savings Institute Bank and Trust Co., Si Bancorp Mhc., SI 
Financial Group, Inc., Sprouts Farmers Market, Inc., SunOpta, Inc., Vault USA, 
LLC and Velocity Snack Brands. Mr. Townsend earned a Masters of Business 
Administration in Management and Information Systems and a Bachelor of 
Science in Accounting, Summa Cum Laude from Bryant College. He has been 
designated an audit committee financial expert as defined in the rules of the United 
States Securities Exchange Commission. 

 

It is the Board’s determination that each member of the Audit Committee is financially literate within the meaning of 
such definition as set out in National Instrument 52-110 – Audit Committees of the Canadian Securities Administrators 
(“NI 52-110”). A director is “financially literate” within the meaning of NI 52-110 if he or she has the ability to read 
and understand a set of financial statements that present a breadth and level of complexity of accounting issues that 
are generally comparable to the breadth and complexity of the issues that can reasonably be expected to be raised by 
the Company’s financial statements. Each member of the Audit Committee has been determined by the Board to be 
independent within the meaning of NI 52-110, other than Patrick Hillegass. Mr. Hillegass is exempt from the 
independence requirements of NI 52-110 in reliance on section 3.2(2) of NI 52-110 (Initial Public Offerings) as, 
among other things, the majority of the Audit Committee members are independent within the meaning of NI 52-110 
and the Board has determined in its reasonable judgment that the reliance on this exemption will not materially 
adversely affect the ability of the Audit Committee to act independently and to satisfy the other requirements of NI 
52-110.  

Each of the Audit Committee members has an understanding of the accounting principles used to prepare the 
Company’s financial statements and varied experience as to the general application of such accounting principles, as 
well as an understanding of the internal controls and procedures necessary for financial reporting.  

The members of the Audit Committee will be appointed annually by the Board, and each member of the Audit 
Committee will serve at the discretion of the Board until the member resigns, is removed or ceases to be a member of 
the Board. 
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Policies and procedures for the engagement of audit and non-audit services 

The Audit Committee has established a policy under which all requests for permitted non-audit services to be provided 
by the auditors for the Company must be brought to the attention of the Chair of the Audit Committee before such 
work is commenced. The Chair is authorized to approve all such requests, but if any such service exceeds or is expected 
to exceed $200,000 in fees, or the service is of a sensitive or unusual nature, the Chair consults with the Committee 
before approving the service. The Chair of the Committee has the responsibility to inform the Audit Committee of all 
pre-approved services at its next meeting.  

External audit service fees 

The following table sets forth the aggregate fees billed for professional services rendered by Ernst & Young LLP to 
the Company and its subsidiaries for Fiscal 2021 and Fiscal 2020: 

 Fiscal 2021 Fiscal 2020 

Audit Fees(1) ....................................................................................  $770,000 $1,138,242 
Audit-Related Fees(2) .......................................................................  423,840 702,200 
Tax Fees(3) .......................................................................................  229,890 691,525 
All Other Fees(4) ..............................................................................  1,118,657 899,406 
Total ................................................................................................  2,542,387 3,431,373 

Notes: 

(1) The aggregate fees incurred for the annual audit services of the Company under International Financial Reporting 
Standards (“IFRS”). Fiscal 2020 includes fees for the audit of the fiscal years ended December 29, 2018 (“Fiscal 2018”), 
the fiscal year ended December 28, 2019 (“Fiscal 2019”) and Fiscal 2020. Fiscal 2019 includes fees allocated to the 
Company from the Group for the annual audit performed under US GAAP under the standards for private enterprises. 

(2) Fiscal 2020 includes fees incurred in relation to audit services performed under US GAAP for the purposes of financing 
arrangements for Fiscal 2018 and Fiscal 2019 in addition to fees for services performed in relation to the transition to 
IFRS. Fiscal 2021 includes fees incurred related to interim reviews and for services performed in relation to the transition 
to IFRS. 

(3) The aggregate fees incurred for professional services rendered for tax advice and tax planning.  
(4) The aggregate fees incurred for services other than set out under the headings, “Audit fees”, “Audit related fees” and 

“Tax fees”, including consultation services on due diligence and work undertaken in connection with the IPO, the 
Secondary Offering and for translation services. 

The Audit Committee Mandate is attached hereto as Schedule A. 

Executive Officers 

The following table sets forth the name, place of residence, and principal occupation of each current executive officer 
of the Company as of the date of this AIF.  

Name, Province and 
Country of Residence Principal Occupation 

Richard Maltsbarger .........................................................  
North Carolina, United States; Ontario, Canada 

President, Chief Executive Officer & Secretary  

James Grady .......................................................................  
Florida, United States 

Chief Financial Officer  

Liliane Bedrossian ..............................................................  
Ontario, Canada 

Chief Accounting Officer 
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Name, Province and 
Country of Residence Principal Occupation 

Tanbir Grover ....................................................................  
Ontario, Canada 

Chief Digital and Marketing Officer 

Catherine Johnston ............................................................  
Ontario, Canada 

Chief Legal Officer & General Counsel 

Kendalee MacKay ..............................................................  
Ontario, Canada 

Chief Merchandising Officer 

Christine Martin Bevilacqua.............................................  
Ontario, Canada 

Chief Administrative Officer 

Christine Schultz ................................................................  
Illinois, United States 

Chief Information Officer 

Notes: 

(1) Each of the executive officer of the Company has had the principal occupation indicated opposite his or her name during 
the past five years, except: (a) Richard Maltsbarger who held multiple positions with Lowe’s Companies Inc. from 2004 
to 2018, most recently serving as Chief Operating Officer for United States Operations; (b) Liliane Bedrossian who, from 
March 2018 to November 2020, served as Vice President of Finance and Corporate Controller of ABC Technologies 
Inc., and prior to November 2018 served as of Director of Finance and Control of PepsiCo Canada, a subsidiary of 
PepsiCo, Inc.; (c) Tanbir Grover who, from January 2020 to November 2020, served as Vice President, Digital of Co-
operators Group Limited, and prior to January 2020 served as Vice President of e-commerce and Omnichannel of Lowe’s 
Canada; (d) Catherine Johnston who, from May 2019 to January 2021, was an independent consultant, and prior to May 
2019 served as Vice President, Assistant General Counsel & Assistant Secretary of KIK Custom Products; and (e) 
Kendalee MacKay who, prior to March 2020, served as Vice President Merchandising and Business Development 
(Shoppers Drug Mart) of Loblaw Companies Limited.  

Ownership Interest  

The directors and executive officers of the Company, as a group, either directly or indirectly, owned 421,104 Shares, 
representing approximately 0.6% of the issued and outstanding Shares as of January 1, 2022.  

Cease Trade Orders, Bankruptcies, Penalties or Sanctions 

Corporate Cease Trade Orders and Bankruptcies 

Other than as set out below, none of the directors or executive officers of the Company, and to the best of the 
Company’s knowledge, no shareholder holding a sufficient number of securities to affect materially the control of the 
Company is, as at the date of this AIF, or has been within the 10 years before the date of this AIF: (a) a director, chief 
executive officer or chief financial officer of any company that was subject to an order that was issued while the 
director or executive officer was acting in the capacity as director, chief executive officer or chief financial officer; 
(b) was subject to an order that was issued after the director or executive officer ceased to be a director, chief executive 
officer or chief financial officer and which resulted from an event that occurred while that person was acting in the 
capacity as director, chief executive officer or chief financial officer; or (c) a director or executive officer of any 
company that, while that person was acting in that capacity, or within a 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. For the purposes of this paragraph, “order” means a cease trade order, an order 
similar to a cease trade order or an order that denied the relevant company access to any exemption under securities 
legislation, in each case, that was in effect for a period of more than 30 consecutive days. 

Mr. Truesdale served as the chairman of the board of directors of Guitar Center, Inc. from September 2016 to 
December 2020. Guitar Center Inc. filed a voluntary petition for relief under Chapter 11 of the United States 
Bankruptcy Code on November 21, 2020.  
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Individual Bankruptcies  

None of the directors or executive officers of the Company, and to the best of its knowledge, no shareholder holding 
a sufficient number of securities 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 the assets of that individual. 

Penalties or Sanctions 

None of the directors or executive officers of the Company, and to the best of its knowledge, no shareholder holding 
a sufficient number of securities to affect materially 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 be considered important to a reasonable investor making an 
investment decision. 

Conflicts of Interest  

The BCBCA requires, among other things, that the directors and executive officers of the Company act honestly and 
in good faith with a view to the best interest of the Company, to disclose any personal interest which they may have 
in any material contract or transaction which is proposed to be entered into with the Company and, in the case of 
directors, to abstain from voting as a director for the approval of any such contract or transaction. To the extent that 
conflicts of interest arise, such conflicts will be resolved in accordance with the provisions of the BCBCA as 
administered by the Governance and Nominating Committee.  

To the knowledge of the Company, there are no known existing or potential conflicts of interest between the Company 
and its directors or executive officers as a result of their outside business interests. 

DESCRIPTION OF MATERIAL INDEBTEDNESS 

The following is a summary of certain provisions of agreements and instruments evidencing the Company’s material 
indebtedness as at the date of this AIF. This summary does not purport to be complete, and is subject to, and is 
qualified in its entirety by reference to, all of the provisions of such agreements and instruments, including the 
definitions of certain terms therein that are not otherwise defined in this AIF. 

The Credit Agreement 

Pet Valu Canada Inc. (the “Borrower”), a subsidiary of the Company, entered into a credit agreement dated June 30, 
2021, with the Canadian chartered bank affiliate of RBC, as administrative agent, and a syndicate of lenders, including 
the chartered bank or financial institution affiliates of RBC, CIBC, NBF, TD, ATB, Laurentian Bank and Raymond 
James (the “Credit Agreement”) The Credit Agreement is comprised of (i) a $355 million term facility (the “Term 
Facility”) and (ii) a $130 million revolving credit facility, a portion of which not in excess of $20 million is available 
for the issuance of letters of credit in Canadian or U.S. dollars (the “Revolving Facility” and together with the Term 
Facility, the “Credit Facilities”). The Credit Facilities will mature on June 30, 2026. 

Borrowings under the Credit Facilities bear interest, according to the type of borrowing advanced, at short-term 
floating rates (based on a reference rate of U.S. base rate, the Canadian prime rate or the LIBOR rate or bankers’ 
acceptance rate, as applicable), plus a margin per annum depending on the Company’s net total leverage ratio. 

The Term Facility is repayable in quarterly installments and contains mandatory prepayment provisions with respect 
to non-ordinary course asset sales, excess cash flow and issuances of debt obligations (excluding debt permitted to be 
incurred under the Credit Agreement) by the Company and its subsidiaries (in each case, subject to customary 
thresholds, qualifications and exceptions set forth in the Credit Agreement). Voluntary prepayments of the Term 
Facility are permitted at any time (subject to minimum repayment amounts and customary notice periods set forth in 



 

61 

the Credit Agreement) without premium or penalty (other than customary “breakage” costs, if applicable) and reduce 
the scheduled principal repayments. The Credit Agreement provides that amounts under the Revolving Facilities may 
be borrowed, repaid and re-borrowed. 

The obligations under the Credit Agreement are unconditionally guaranteed by the Company, Pet Valu Canada 
Holding Corporation, Pet Holdings ULC and all of the material wholly-owned subsidiaries of the Borrower (together 
with the Borrower, the “Loan Parties”). The Credit Agreement and guarantees are secured by a charge over 
substantially all of the property and assets of the Borrower and the guarantors. 

The Credit Agreement contains affirmative and negative covenants customary for credit facilities of this nature, 
subject to certain exceptions set forth in the Credit Agreement. The Credit Agreement also contains financial covenants 
over the term of the Credit Facilities that require the Company to maintain: 

(i) a net total leverage ratio not to exceed 5.75x, subject to two step downs; 

(ii) a net first lien leverage ratio not to exceed 4.75x, subject to two step downs; and 

(iii) an interest coverage ratio of not less than 3.00x. 

The Credit Agreement provides for customary events of default (in each case, subject to customary grace periods, 
basket and materiality thresholds set forth in the Credit Agreement). Upon the occurrence of an event of default that 
is continuing and absent a waiver or an amendment from the lenders, the administrative agent at the discretion of the 
required lenders, can terminate the commitments and accelerate payment of all outstanding obligations under the 
Credit Agreement, subject to, in the case of a financial covenant default, the applicable cure period. 

PRINCIPAL SHAREHOLDERS 

As of January 1, 2022, our Principal Shareholders collectively owned or controlled 43,796,450 Shares, representing 
approximately 62.5% of the issued and outstanding Shares.  

Investor Rights Agreement 

The Company entered into an investor rights agreement dated June 30, 2021 (the “Investor Rights Agreement”) with 
the Pet Retail Brands LP. Upon liquidation of Pet Retail Brands LP immediately following the closing of the IPO, the 
Principal Shareholders, acting jointly, assumed Pet Retail Brand LP’s rights under the Investor Rights Agreement. 

The following is a summary of the material attributes and characteristics of the Investor Rights Agreement. This 
summary is qualified in its entirety by reference to the provisions of that agreement, which contains a complete 
statement of those attributes and characteristics. The Investor Rights Agreement is available for review under the 
Company’s profile on SEDAR at www.sedar.com. 

Nomination Rights 

The Investor Rights Agreement provides that the Principal Shareholders are initially entitled to nominate five of the 
Company’s nine directors and will continue to be entitled to nominate such number of directors for so long as they, 
together with their affiliates, own, control or direct at least 50% or more of our outstanding Shares (on a non-diluted 
basis), provided that the number will be reduced: (a) to four directors for so long as the Principal Shareholders, together 
with their affiliates, own, control or direct less than 50% but 30% or more of the outstanding Shares (on a non-diluted 
basis); (b) to three directors for so long as the Principal Shareholders, together with their affiliates, own, control or 
direct less than 30% but 20% or more of the outstanding Shares (on a non-diluted basis); (c) to two directors for so 
long as the Principal Shareholders, together with their affiliates, own, control or direct less than 20% but 10% or more 
of the outstanding Shares (on a non-diluted basis); (d) to one director for so long as the Principal Shareholders, together 
with their affiliates, own, control or direct less than 10% but 5% or more of the outstanding Shares (on a non-diluted 
basis); and (e) no directors once the Principal Shareholders, together with their affiliates, own, control or direct less 
than 5% of our outstanding Shares (on a non-diluted basis). 
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For so long as the Principal Shareholders have the right to nominate at least two directors, the Board shall not be 
comprised of more than nine directors unless agreed to by the Principal Shareholders.  

As long as the Principal Shareholders have the right to nominate at least four directors, they shall be entitled to have 
two director nominees serve on each standing committee and select the chair of each committee, subject to applicable 
law. As long as the Principal Shareholders have the right to nominate at least two directors, they shall be entitled to 
have one director nominee serve on each standing committee, subject to applicable law. As long as the Principal 
Shareholders have the right to nominate any director, they will have the right to designate one of their nominees as an 
observer of each committee of the Board, subject to applicable law.  

As long as the Principal Shareholders have the right to nominate at least three directors, they shall be entitled to have 
one director nominee serve as Chair of the Board.  

Subject to the requirements of applicable securities laws (including “independence” requirements), the nominees of 
the Principal Shareholders to the Board may be directors, officers or employees of the Principal Shareholders or their 
affiliates or other persons, in their discretion. The Principal Shareholders will be permitted to nominate, for 
appointment or election to the Board, a replacement for any nominee who ceases to be a director.  

Quorum  

The Investor Rights Agreement provides that for so long as the Principal Shareholders shall have the right to nominate 
at least two directors, the quorum for any meeting of the Board shall require, in addition to all applicable requirements 
of the Company’s constating documents, the presence (in person or by telephonic or electronic means) of at least one 
director nominee of the Principal Shareholders, and the Company will agree not to transact any business at any meeting 
of the Board except in compliance with this requirement, provided that, if a directors meeting is adjourned due to 
insufficient quorum, the directors that attend the adjourned meeting shall constitute quorum irrespective of the 
attendance by the Principal Shareholders nominees, provided that such adjourned meeting is held in accordance with 
the requirements of the Company’s constating documents, including applicable notice provisions.  

Registration Rights 

The Investor Rights Agreement provides the Principal Shareholders with the right (the “Piggy-Back Registration 
Right”) to require the Company to include Shares held by the Principal Shareholders in any future public offering 
undertaken by the Company by way of prospectus that it may file with applicable Canadian securities regulatory 
authorities (a “Piggy-Back Distribution”). The Company will be required to use reasonable commercial efforts to 
cause to be included in the distribution all of the Shares that the Principal Shareholders requests to be sold, provided 
that if the distribution involves an underwriting and the lead underwriter determines that the total number of Shares to 
be included in such distribution should be limited for certain prescribed reasons, the Shares to be included in the 
distribution will be first allocated to the Company. 

In addition, the Investor Rights Agreement provides the Principal Shareholders with the right (the “Demand 
Registration Right”) to require the Company to use reasonable commercial efforts to file one or more prospectuses 
with applicable Canadian securities regulatory authorities qualifying Shares held or controlled by the Principal 
Shareholders for public distribution (a “Demand Distribution”). The Principal Shareholders are entitled to request 
not more than three Demand Distributions in any 12 month period, and each Demand Distribution must be comprised 
of such number of Shares that would reasonably be expected to result in aggregate gross proceeds of at least $20 
million per Demand Distribution; provided that if any one Demand Distribution is delayed or does not successfully 
close, the Principal Shareholders shall have the right to make one additional Demand Distribution request in the 
relevant 12-month period. The Company may also distribute its Shares in connection with a Demand Distribution; 
provided that, if the Demand Distribution involves an underwriting and the lead underwriter determines that the total 
number of Shares to be included in such Demand Distribution should be limited for certain prescribed reasons, the 
Shares to be included in the Demand Distribution will be first allocated to the Principal Shareholders in full. Any 
distribution contemplated by a Demand Registration Right will be through underwriters selected by the Principal 
Shareholders in consultation with the Company. 
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Each of the Piggy-Back Registration Right and the Demand Registration Right is exercisable at any time, provided 
that the Principal Shareholders, together with their affiliates, own, control or direct, at least 5% of the issued and 
outstanding Shares (on a non-diluted basis) at the time of exercise. The Piggy-Back Registration Right and the Demand 
Registration Right are subject to customary blackout and other conditions and limitations, and the Company is entitled 
to defer any Demand Distribution in certain circumstances for a period not exceeding 60 days. All expenses in respect 
of a Piggy-Back Distribution or a Demand Distribution, excluding underwriting fees, will be borne by the Company, 
including offering expenses and legal expenses on the sale of Shares by the Principal Shareholders.  

The Investor Rights Agreement provides that the Company will indemnify the Principal Shareholders for any 
misrepresentation in a prospectus under which Shares held by the Principal Shareholders are distributed (other than in 
respect of any information provided by the Principal Shareholders, in respect of the Principal Shareholders, for 
inclusion in the prospectus) and the Principal Shareholders will indemnify the Company for any information provided 
by the Principal Shareholders, in respect of the Principal Shareholders, for inclusion in the prospectus. 

Pre-Emptive Rights 

The Principal Shareholders, for so long as the Principal Shareholders, together with their affiliates, own, control or 
direct at least 10% of the issued and outstanding Shares, have the right to participate in any offering of securities of 
the Company in order to maintain their pro rata interest in the Company, subject to customary exceptions (such as the 
issuance of shares as direct consideration for bona fide acquisitions, dividend reinvestment programs, conversions of 
warrants, and executive compensation arrangements). 

Information Rights  

As long as the Principal Shareholders, together with their affiliates, own at least 5% of the issued and outstanding 
Shares, the Principal Shareholders have certain information rights pursuant to the Investor Rights Agreement. Such 
information rights include:  

(i) the right to access the Company’s books, records and accounts;  

(ii) the right to access monthly financial statements;  

(iii) the right to receive business plans, budgets and other information, including the right to receive a 
monthly report in form and substance reasonably satisfactory to the Principal Shareholders, the contents 
of which shall be reasonably specified by the Principal Shareholders to the Company from time to time;  

(iv) the right to have its representatives attend the Company’s monthly operating review meetings;  

(v) the right to receive daily cash and debt reports; and  

(vi) the right to receive from time to time such other information regarding the financial condition, 
operations, or business of the Company as the Principal Shareholders may reasonably request, subject 
to applicable law.  

Term  

The rights afforded to the Principal Shareholders under the Investor Rights Agreement will terminate as of the first 
date upon which the Principal Shareholders, together with their affiliates, cease to own, control or direct at least 5% 
of the issued and outstanding Shares (on a non-diluted basis). In addition, the Investor Rights Agreement will terminate 
on the earlier of: (a) the date on which the Investor Rights Agreement is terminated by written agreement of the 
Principal Shareholders and the Company; and (b) the Company’s dissolution or liquidation.  

Assignment 

The Principal Shareholders have the right, in their sole discretion, to assign their rights under the Investors Rights 
Agreement to any affiliate or any purchaser who acquires 20% or more of the issued and outstanding Shares from the 
Principal Shareholders.  
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LEGAL PROCEEDINGS 

Legal Proceedings 

The Company may, from time to time, be involved in certain legal proceedings, as well as demands, claims and 
threatened litigation, that arise in the normal course of business. The Company believes that the amount of liability, if 
any, for any pending claims of any type (either alone or combined) is not reasonably likely to have a material adverse 
effect on its financial position, operating results or liquidity. However, the ultimate outcome of any litigation is 
uncertain and, regardless of outcome, litigation can have an adverse impact on our business because of defense costs, 
negative publicity, diversion of management resources and other factors. 

Regulatory Actions  

We are not aware of any penalties or sanctions imposed by a court or securities regulatory authority or other regulatory 
body against us, nor have we entered into any settlement agreements before a court or with a securities regulatory 
authority. 

INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS  

Except as otherwise disclosed in this AIF, none of (a) the Company’s directors or executive officers, (b) the 
shareholders who beneficially own, control or direct, directly or indirectly, more than 10% of the Company’s voting 
securities, or (c) any associate or affiliate of the persons referred to in (a) and (b), has or has had any material interest, 
direct or indirect, in any transaction within the three years before the date of this AIF that has materially affected or is 
reasonably expected to materially affect the Company or any of its subsidiaries. 

AUDITOR, REGISTRAR AND TRANSFER AGENT 

The Company’s auditor is Ernst & Young LLP located at 100 Adelaide Street West, Toronto, Ontario, M5H 0B3. 
Ernst & Young LLP has advised the Company that it is independent in the context of the CPA Code of Professional 
Conduct of the Chartered Professional Accountants of Ontario. 

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

MATERIAL CONTRACTS 

Except for contracts entered into in the ordinary course of business, the following are the only material contracts of 
the Company, which the Company has entered into since the beginning of the last financial year, or entered into prior 
to such date but which material agreement is still in effect: 

(i) the Underwriting Agreement, which is described under the heading “About Pet Valu – Initial Public 
Offering and Toronto Stock Exchange Listing of Shares”; 

(ii) the Investor Rights Agreement, which is described under the heading “Principal Shareholders – Investor 
Rights Agreement”; and 

(iii) the Credit Agreement, which is described under the heading “Description of Material Indebtedness”. 

Copies of such agreements will be available under the Company’s profile on SEDAR at www.sedar.com. 

INTERESTS OF EXPERTS   

Ernst & Young LLP is the auditor of the Company and has confirmed that it is independent of the Company within 
the meaning of the Rules of Professional Conduct of the Chartered Professional Accountants of Ontario.  

http://www.sedar.com/
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FORWARD-LOOKING INFORMATION 

This AIF contains “forward-looking information” and “forward-looking statements” (collectively, “forward-looking 
information”) within the meaning of applicable securities laws. Forward-looking information may relate to the 
Company’s future financial outlook and anticipated events or results and may include information regarding our 
financial position, business strategy, growth strategies, addressable markets, budgets, operations, financial results, 
taxes, dividend policy, plans and objectives. Particularly, information regarding our expectations of future results, 
performance, achievements, prospects or opportunities or the markets in which we operate is forward-looking 
information. In some cases, forward-looking information can be identified by the use of forward-looking terminology 
such as “plans”, “targets”, “expects” or “does not expect”, “is expected”, “an opportunity exists”, “budget”, 
“scheduled”, “estimates”, “outlook”, “forecasts”, “projection”, “prospects”, “strategy”, “intends”, “anticipates”, “does 
not anticipate”, “believes”, or variations of such words and phrases or statements that certain actions, events or results 
“may”, “could”, “would”, “might”, “will”, “will be taken”, “occur” or “be achieved”. In addition, any statements that 
refer to expectations, intentions, projections or other characterizations of future events or circumstances contain 
forward-looking information. Statements containing forward-looking information are not historical facts but instead 
represent management’s expectations, estimates and projections regarding future events or circumstances. We have 
based the forward-looking information on our current expectations and projections about future events and financial 
trends that we believe might affect our financial condition, results of operations, business strategy and financial needs. 
This forward-looking information includes, among other things, statements relating to: 

 intentions with respect to, and the ability to execute, our business plans, strategies and growth prospects, 
including expectations regarding the growth of our customer base, performance and expansion opportunities; 

 expectations regarding industry and market trends and challenges; 

 our competitive position in the industry;  

 the size and growth rates of addressable markets in which we operate; 

 expectations regarding our ability to open new stores and the renovation and expansion of our existing stores; 

 expectations regarding our revenue and revenue generation potential;  

 expectations regarding our available liquidity; 

 expectations from our operational improvement initiatives; 

 the expected penetration of our proprietary brands; 

 the expansion of our omni-channel capabilities; 

 the sufficiency of our information technology infrastructure; 

 expectations regarding the size of our franchise mix;  

 expectations regarding in-store services volumes; 

 expectations regarding the expansion of our loyalty program; 

 our dividend policy; and 

 expectations regarding our exposure in the event that our tax filings are reassessed by tax authorities. 
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Forward-looking information is based on our opinions, estimates and assumptions in light of management’s 
experience and perception of historical trends, current conditions and expected future developments, as well as other 
factors that we currently believe are appropriate and reasonable in the circumstances, and are subject to risks and 
uncertainties. Although we believe that the assumptions underlying these statements are reasonable, they may prove 
to be incorrect and there can be no assurance that actual results will be consistent with the forward-looking 
information. Given these risks, uncertainties and assumptions, readers should not place undue reliance on the forward-
looking information contained herein. Whether actual results, performance or achievements will conform to the 
Company’s expectations and predictions is subject to a number of known and unknown risks, uncertainties, 
assumptions and other factors, including those listed under “Risk Factors”, which include, among others: 

 the COVID-19 pandemic, including the resulting global economic uncertainty and measures taken in 
response to the pandemic; 

 our ability to compete effectively in the industry; 

 changes in consumer preferences, perceptions and spending patterns; 

 our ability to retain existing customers, increase sales to existing customers and attract new customers; 

 risks associated with implementing the Company’s growth strategy, including our ability to open additional 
franchised and company-owned stores, and the willingness of franchisees to continue to invest in and open 
new franchises; 

 our ability to effectively manage our growth; 

 availability and pricing of suitable real estate development or retail vacancies to meet unit growth 
expectations; 

 sufficiency of available, qualified and appropriately capitalized franchisee candidates for future stores; 

 the operational and financial success of franchised and company-owned stores; 

 the willingness of franchisees to participate in and comply with our business model and policies; 

 the Company’s ability to successfully enter new markets and complete construction, including renovations 
of existing and new stores; 

 changes in global economic conditions and the Company’s ability to access capital; 

 our ability to retain our highly-skilled personnel and our ability to hire additional highly-skilled personnel; 

 our dependence on key personnel; 

 the ability of our key suppliers, including international suppliers, to continue to deliver high-quality products 
to us at prices similar to historical levels; 

 disruptions in the supply of specific products or to the business operations of key or recommended suppliers; 

 the effectiveness of our marketing and advertising programs; 

 changes in interest rates, commodity prices and other expenses; 
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 the accidental or unauthorized access to or disclosure, loss, destruction or modification of data we collect or 
may collect through cybersecurity breaches, computer viruses or otherwise and the impact of any resulting 
liability or damage to our reputation; 

 our failure to maintain adequate insurance coverage; 

 our ability to maintain and protect our intellectual property rights; 

 current or future litigation; 

 changes in estimates relating to critical accounting policies or changes in accounting standards and 
interpretations and our adoption thereof; 

 exchange rate fluctuations; 

 tax-related risks, including possible reassessments of our tax filings by tax authorities; 

 fluctuations in our quarterly results; 

 serious disruptions or catastrophic events, including public health issues, geopolitical events, and weather; 

 volatility of the market price of the Shares; 

 the impact on the price of Shares as a result of future issuances or sales of Shares in the public market;  

 the limited ability of shareholders, other than the Principal Shareholders, to control changes in our policies 
and operations; 

 costs incurred by us as a result of recently becoming a public company; and 

 our ability to pay dividends on the Shares. 

These factors should not be considered exhaustive and should be read together with the other cautionary statements 
in this AIF. 

If any of these risks or uncertainties materialize, or if assumptions underlying the forward-looking information prove 
incorrect, actual results might vary materially from those anticipated in the forward-looking information. 

Although we base forward-looking information on assumptions that we believe are reasonable when made, we caution 
investors that forward-looking information is not a guarantee of future performance and that our actual results of 
operations, financial condition and liquidity and the development of the industry in which we operate may differ 
materially from those made in or suggested by the forward-looking information contained in this AIF. In addition, 
even if our results of operations, financial condition and liquidity and the development of the industry in which we 
operate are consistent with the forward-looking information contained in this AIF, those results or developments may 
not be indicative of results or developments in subsequent periods. 

Given these risks and uncertainties, investors are cautioned not to place undue reliance on forward-looking 
information. Any forward-looking information that is contained in this AIF speaks only as of the date of such 
statement, and we undertake no obligation to update any forward-looking information or to publicly announce the 
results of any revisions to any of those statements to reflect future events or developments, except as required by 
applicable securities laws. Comparisons of results for current and any prior periods are not intended to express any 
future trends or indications of future performance, unless specifically expressed as such, and should only be viewed 
as historical data. 



 

68 

All of the forward-looking information contained in this AIF is expressly qualified by the foregoing cautionary 
statements.  

NON-IFRS MEASURES AND SUPPLEMENTARY FINANICAL MEASURES 

This AIF makes reference to certain non-IFRS measures, including “EBITDA” and “Adjusted EBITDA”. These 
measures are not recognized measures under IFRS and do not have a standardized meaning prescribed by IFRS. They 
are therefore unlikely to be comparable to similar measures presented by other companies. Rather, these measures are 
provided as additional information to complement IFRS measures by providing further understanding of the 
Company’s results of operations from management’s perspective. Accordingly, these measures should not be 
considered in isolation nor as a substitute for the Company’s analysis of its financial information reported under IFRS. 
This AIF also makes reference to certain supplementary financial measures that are commonly used in the retail 
industry, including “system-wide stores”, “system-wide sales”, “same-store sales growth”, “4-Wall EBITDA”, and 
“4-Wall EBITDA Margin”. These non-IFRS measures and supplementary financial measures are used to provide 
investors with supplemental measures of the Company’s operating performance and thus highlight trends in its core 
business that may not otherwise be apparent when relying solely on IFRS measures. The Company also believes that 
securities analysts, investors and other interested parties frequently use non-IFRS measures and such supplementary 
financial measures in the evaluation of issuers. Management of the Company uses non-IFRS measures in order to 
facilitate operating performance comparisons from period to period, to prepare annual operating budgets and to 
determine components of management compensation. Refer to “– Selected Consolidated Financial Information and 
Industry Metrics” in the Company’s Management’s Discussion and Analysis for the year ended January 1, 2022 (the 
“Annual MD&A”) and the section entitled “Management’s Discussion and Analysis of Financial Condition and 
Results of Operations – Selected Consolidated Financial Information and Industry Metrics” in the Company’s long 
form supplemented PREP prospectus dated June 23, 2021, incorporated by reference herein, for a reconciliation of 
Adjusted EBITDA to net income, an IFRS measure. 

ADDITIONAL INFORMATION  

Additional information relating to the Company may be found at SEDAR, which can be accessed 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, if applicable, will be 
contained in the Company’s information circular for its upcoming annual meeting of Shareholders. Additional 
financial information is provided in the Company’s financial statements and management’s discussion and analysis 
for the financial year ending January 1, 2022. 
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SCHEDULE A 

PET VALU HOLDINGS LTD. 

AUDIT COMMITTEE MANDATE 

Effective Date:  June 30, 2021 

1. Purpose 

The purpose of the Audit Committee (the “Committee”) of the Board of Directors (the “Board”) of Pet Valu Holdings 
Ltd. (the “Company”) is to exercise the responsibilities and duties set out in this Mandate, including to assist the 
Board in its oversight of (1) the integrity of the Company’s financial statements, (2) the Company’s compliance with 
legal and regulatory requirements, (3) the independent auditors’ qualifications and independence, (4) the performance 
of the Company’s independent auditors, (5) the review and oversight of the Company’s control environment, and (6) 
the design and implementation of the Company’s internal audit function and the performance of the internal audit 
function after it has been established. 

The Committee’s role is one of oversight. Management is responsible for the preparation, presentation and integrity 
of the Company’s financial statements and financial disclosures, design and execution of the control environment and 
for the appropriateness of the accounting principles and the reporting policies used by the Company. The independent 
auditors are responsible for auditing the Company’s annual consolidated financial statements and reviewing the 
Company’s unaudited interim financial statements. It is not the responsibility of the Committee to plan or conduct 
audits or to determine that the Company’s financial statements are complete and accurate or are in compliance with 
International Financial Reporting Standards (“IFRS”). 

2. Composition 

The Committee shall be comprised of not less than three members of the Board. Each member of the Committee must 
be independent in accordance with applicable requirements established by the Business Corporations Act (British 
Columbia), National Instrument 52-110 – Audit Committees, as may be amended or replaced from time to time, the 
rules and regulations of any exchange on which securities of the Company are traded and any other regulator or 
governmental authority having jurisdiction over the Company from time to time (the “Applicable Requirements”), 
provided however that the Company may avail itself of any exemption available pursuant to the Applicable 
Requirements. 

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 breadth and level of 
complexity of accounting issues that are generally comparable to the breadth and complexity of the issues that can 
reasonably be expected to be raised by the Company’s financial statements. 

Each member of the Committee shall be appointed annually by the Board and shall serve at the discretion of the Board 
until the member resigns, is removed or ceases to be a member of the Board. Any vacancies on the Committee shall 
be filled by the Board. The Committee Chair shall be appointed by the Board on the recommendation of the 
Governance and Nominating Committee, provided that if the Board does not so appoint a Committee Chair, the 
members of the Committee shall designate a Committee Chair by majority vote of the full Committee membership.  

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. 

3. Meetings and Operations 

The Committee will meet as often as the Committee considers appropriate to fulfill its responsibilities, but in any 
event at least once during each fiscal quarter. Meetings may be called by the Committee Chair, any member of the 
Committee, the independent auditors, the chair of the Board (if any), the lead director of the Board (if any), the Chief 
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Executive Officer or the Chief Financial Officer. The Committee Chair will, in conjunction with appropriate members 
of the Committee and management, establish the meeting calendar and set the agenda for each meeting. 

No business may be transacted by the Committee at a meeting unless a quorum of the Committee is present in person 
or by telephone or other electronic means that permits all persons participating in the meeting to speak and hear each 
other. A majority of the members of the Committee shall constitute a quorum.  

The independent auditors are entitled to receive 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.   

The Committee must meet at least once a year, in separate sessions, with each of management, the independent 
auditors and the Company personnel primarily responsible for the design and implementation of the internal audit 
function (once established). With respect to Committee meetings with the independent auditors, 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. 

In connection with each meeting of the Committee, the Committee shall 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 may request that any directors, officers or employees of the Company, or other persons whose advice 
and counsel are sought by the Committee, attend any meeting of the Committee to provide such information as the 
Committee requests. 

The Committee shall maintain minutes or other records of meetings and activities of the Committee. Following each 
of its meetings, the Committee Chair shall report at the next regularly scheduled meeting of the Board, as required by 
the Applicable Requirements or as deemed necessary by the Committee or as requested by the Board, on material 
matters arising, or significant issues considered, at Committee meetings, including any issues as to the quality or 
integrity of the Company’s financial statements, the Company’s compliance with legal or regulatory requirements, 
management’s responsibility for assessing and reporting on the effectiveness of internal control over financial 
reporting and disclosure controls and procedures, the performance and independence of the Company’s independent 
auditors, or the performance of the Company’s internal audit function, if the Company has established an internal 
audit function, and such other matters delegated by the Board, and where applicable, shall present the Committee’s 
recommendation to the Board for its approval. 

The time and place of the Committee meetings and the further procedures for such meetings not otherwise specified 
in this Mandate shall in all respects be determined by the Committee, in accordance with the Applicable Requirements. 

4. Responsibilities and Duties 

The Committee shall have the following responsibilities and duties: 

Financial Reporting and Disclosure 

(a) To oversee the accounting and financial reporting processes of the Company and the audits of the financial 
statements. 

(b) To review the annual consolidated audited financial statements of the Company, the independent auditors’ 
report thereon and, if required pursuant to the Applicable Requirements, the related management’s discussion 
and analysis of financial condition and financial performance (“MD&A”), and, after completing its review, 
if advisable, recommend for Board approval such annual financial statements and the related MD&A. 

(c) To review the interim consolidated financial statements of the Company, the independent auditors’ review 
report thereon and, if required pursuant to the Applicable Requirements, the related MD&A, and, after 
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completing its review, if advisable, recommend for Board approval such interim financial statements and any 
related MD&A. 

(d) In conducting its review of the annual financial statements or the interim financial statements and any related 
MD&A, the Committee shall: 

i. meet with management and the independent auditors, as applicable, to discuss the financial 
statements and, if applicable, the MD&A; 

ii. review the disclosures in the financial statements; 

iii. review the audit report or report prepared by the independent auditors; 

iv. discuss with management, the auditors and internal 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, judgments and reserves underlying the financial statements as presented 
by management, including reviewing with the auditors alternative accounting treatments under 
applicable accounting principles discussed with management and the effects on the financial 
statements of same; 

vi. consider the effect of significant accounting principles followed and financial statement 
presentations, including any significant changes to the Company’s selection or application of 
accounting principles and alternative treatments under IFRS; 

vii. 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; 

viii. consider the effect of significant accounting policies in controversial or emerging areas for which 
there is a lack of authoritative guidance or consensus; 

ix. inquire at least annually of both management, accounting group and the independent auditors as to 
whether either has any concerns relative to the quality or aggressiveness of management’s 
accounting policies; 

x. review management’s process for formulating sensitive accounting estimates and the reasonableness 
of these estimates;  

xi. review significant recorded and unrecorded audit adjustments; 

xii. review with management any significant changes in IFRS, as well as emerging accounting and 
auditing issues, and their potential effects; 

xiii. review management’s report on the effectiveness of internal controls over financial reporting and 
disclosure controls and procedures, including major issues as to their adequacy and any special audit 
steps adopted in light of material control deficiencies; 

xiv. review analyses prepared by management and/or the independent auditors setting forth significant 
financial reporting issues;  

xv. review any material effects of regulatory and accounting initiatives, as well as off-balance sheet 
structures, on the financial statements as presented by management, including requirements relating 
to complex or unusual transactions; 
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xvi. review with management matters that may have a material effect on the financial statements; 

xvii. review factors identified by management as factors that may affect future financial results; 

xviii. review responses received under the Internal Reporting Procedures (as defined below); and 

xix. review any other matters related to the Company’s financial statements that are brought forward by 
the independent auditors or management or which are required to be communicated to the 
Committee under accounting policies, auditing standards or Applicable Requirements. 

(e) To review and, if advisable, recommend for Board approval, financial disclosure in a prospectus or other 
securities offering document of the Company, the Annual Information Form of the Company, as well as 
earnings press releases. 

(f) 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.  

Company Policies and Compliance 

(g) To review and approve the Company’s hiring policies regarding partners, employees and former partners and 
employees of the Company’s present and former external auditors. 

(h) To review reports from the Chief Legal Officer and General Counsel on: (i) any significant legal, compliance, 
or regulatory matters that may have a material impact on the Company’s financial statements and financial 
condition; (ii) the effectiveness of the Company’s compliance policies; and (iii) any material communications 
received from regulators or governmental agencies that raise issues regarding the Company’s financial 
statements or continuous disclosure.  

(i) To review with management the status of material tax matters for the Company and its subsidiaries. 

(j) To review with management tax assessments that could have a material effect upon the financial position or 
operating results of the Company, and the manner in which these matters are disclosed in the financial 
statements. 

(k) To 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. 

(l) To adopt as directed by the Board and upon adoption oversee the Company’s Policy on Related Party 
Transactions and review and approve, ratify or disapprove all related party transactions as required by such 
policy, including all payments to be made pursuant to any related party transactions involving executive 
officers and members of the Board, and the Committee shall consider the results of any review of the Policy 
on Related Party Transactions by the independent auditors. 

(m) With the assistance of the Governance and Nominating Committee, to develop, as directed by the Board, and 
oversee the Company’s Business Conduct and Compliance Program, including a Company Code of Business 
Conduct and Ethics (collectively, the “Code”), and, at least annually, meet to review the implementation and 
effectiveness of the Company’s legal and ethical compliance programs with the Chief Legal Officer and 
General Counsel. 

(n) To establish, as directed by the Board, and periodically monitor, procedures in compliance with applicable 
law for (i) the receipt, retention, and treatment of complaints received by the Company and submitted to the 
Committee, whether through the whistleblower hotline or otherwise, regarding questionable accounting, 
internal accounting controls, or auditing matters (the “Internal Reporting Procedures”). 
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(o) To review any complaints or concerns that are received through the Internal Reporting Procedures on a 
quarterly basis and, if the Committee determines that the matter requires further investigation, to direct the 
Committee Chair to engage outside advisors, as necessary or appropriate, to investigate the matter and to 
work with management and the Chief Legal Officer and General Counsel to reach a satisfactory conclusion.  

Risk Management 

(p) To provide oversight and review of the Company’s risk management processes for identification and 
assessment of the principal risks to the operations of the Company. 

(q) To review and recommend to the Board for approval the Company’s Risk Management Program, pursuant 
to which the Committee will be responsible for determining that the Company has in place an effective 
process for identifying, assessing, managing and monitoring key risks in the business on a continuous basis 
as the business evolves, with a view to achieving a proper balance between risks incurred and potential return 
to holders of securities of the Company and to the long-term viability of the Company. 

(r) To: 

i. at least annually, require management to report to the Committee and to review reports prepared by 
management that assess the risks in the business (including appropriate crisis preparedness, business 
continuity, information system controls, cybersecurity and disaster recovery plans), identify the risk 
controls that are in place to mitigate and manage these risks and the appropriate degree of risk 
mitigation and control, overall compliance with and the effectiveness of the Company’s Risk 
Management Program;  

ii. periodically monitor risk and risk management capabilities within the Company including crisis 
preparedness, business continuity and disaster recovery plans; and 

iii. at least annually, report to the Board on its review of the Company’s Risk Management Program, 
including with respect to the principal risks faced by the Company, the steps implemented by 
management to manage these risks and an assessment of whether the program is being followed and 
is effective. 

(s) To review quarterly reports from management containing its assessment of the adequacy of the Company’s 
computerized information system controls and security and related risks, including cybersecurity and data 
protection risk. 

(t) To review the adequacy and quality of insurance coverages maintained by the Company and approve new 
insurance coverage and renewals thereof, as applicable. 

Independent Auditors 

(u) To review and, if advisable, recommend for Board approval the independent auditors to be nominated for the 
purpose of preparing or issuing an auditors’ report or performing other audit, review or attest services for the 
Company and to approve the compensation of the independent auditors. The Committee shall have ultimate 
authority to approve all audit engagement terms and fees, including the auditors’ audit plan. The Company’s 
independent auditors shall report directly to the Committee. 

(v) To approve in advance all audit and permitted non-audit services to be provided by the independent auditors 
to 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 auditors. 

(w) To review, at least annually, a summary of the independent auditors’ annual audit plan. The Committee shall 
consider and review with the auditors any material changes to the scope of the plan. 
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(x) To establish and maintain a policy under which all requests for permitted non-audit services to be provided 
by the independent auditors shall be brought to the attention of the Committee Chair before such work is 
commenced. The Committee Chair is authorized to approve all such requests, but if any such service exceeds 
or is expected to exceed $200,000 in fees, or the service is of a sensitive or unusual nature, the Committee 
Chair shall consult with the Committee before approving the service. The Committee Chair has the 
responsibility to inform the Committee of all pre-approved services at its next Committee meeting. 

(y) To review a report prepared by the independent auditors in respect of each of the interim financial statements 
of the Company. 

(z) To assess the effectiveness of the working relationship of the independent auditors with management and 
resolve any disagreements between management and the independent auditors as to financial reporting 
matters brought to its attention.  

(aa) To meet regularly with the independent auditors in the absence of management to discuss any restrictions 
that may have been placed on the scope and extent of the audit examinations by the independent auditors or 
the reporting of their findings to the Committee. 

(bb) To review all issues related to a proposed change of the independent auditors, including the information 
required to be disclosed by applicable legal requirements and the planned steps for an orderly transition. 

(cc) To review all reportable events, including disagreements, unresolved issues and consultations with the 
independent auditors, whether or not there is to be a change of independent auditors. 

(dd) To monitor and evaluate the qualifications, performance, and independence of the independent auditors on 
an ongoing basis, and, in conducting such evaluations, to: 

i. receive, at least annually, an oral and/or written report from the external auditors describing their 
internal quality assurance policies and procedures as well as any material issues raised in the most 
recent internal quality assurance reviews, quality reviews conducted by the Canadian Public 
Accountability Board, or any inquiry or investigation conducted by government or regulatory 
authorities; 

ii. obtain written confirmation from the independent auditors, and to affirm 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 independent 
auditors belong and other Applicable Requirements; 

iii. at least annually, review and evaluate the qualifications, performance, and independence of the lead 
audit partner of the independent auditors;  

iv. discuss with management the timing and process for implementing the rotation of the lead audit 
partner, the concurring partner, and any other active audit engagement team partner and consider 
whether there should be a regular rotation of the audit firm itself; and 

v. discuss with the independent auditors any material written communications between the 
independent auditors and management, such as any “management” letter or schedule of unadjusted 
differences. 

(ee) Provide the independent auditors and the internal auditors (if implemented) with access to the Board, 
including access without representatives of management present. 

(ff) To periodically discuss with the independent auditors such other matters as are required by applicable 
auditing standards to be discussed by the independent auditors with the Committee. 
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Internal Audit 

(gg) The Committee should: 

i. discuss with management its plans with respect to the responsibilities, budget and staffing of the 
internal audit function and its plans for the implementation of the internal audit function; and 

ii. review with the Board management’s activities with respect to the design and implementation of the 
internal audit function. 

(hh) If the Company has established an internal audit function, the Committee should: 

i. review and concur with management’s appointment, termination or replacement of the head of the 
internal audit function and the selection of vendors for any outsourcing of the internal audit function; 

ii. confirm with the head of the internal audit function that he or she is aware of his or her obligation 
to report directly to the Committee on matters affecting the Committee's duties, irrespective of his 
or her other reporting relationships; 

iii. review the resources, adequacy, authority and independence of the internal audit function; 

iv. review proposed internal audit plans, receive reports on and review the results of internal audits and 
examinations conducted by the internal audit function with respect to those controls that mitigate 
strategic, financial and operational risks and any other matters appropriate to the Committee’s 
duties, and the remediation status of internal audit findings; and 

v. direct management to make changes that the Committee deems advisable in respect of the internal 
audit function. 

Internal Controls 

(ii) To review the Company’s system of internal controls. 

(jj) To require management to implement and maintain appropriate systems of internal controls in accordance 
with Applicable Requirements, including internal controls over financial reporting and disclosure controls 
and procedures, and to review these controls and procedures and, at least annually, to consider and review 
with management and the independent 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); the overall 
control environment for managing business risks; and accounting, financial and disclosure controls 
and procedures (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, if such filings are 
required pursuant to the Applicable Requirements; 

iii. any material issues raised by any inquiry or investigation by the Company’s regulators; 

iv. the Company’s fraud prevention and detection program, 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 
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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 and procedures. 

General 

(kk) To, annually, review this Mandate and recommend changes to the Mandate for Board approval. 

(ll) To, annually, evaluate the performance of the Committee in light of this Mandate in accordance with the 
evaluation process developed by the Governance and Nominating Committee, and implement any changes 
in its own performance suggested by such review. 

(mm) To perform any other responsibilities the Board specifically delegates to the Committee, in each case subject 
to the limitations on the Board or any committee thereof contained in the Company’s Certificate of 
Incorporation or the Applicable Requirements, as each is in effect from time to time. 

(nn) In addition to any of the functions and responsibilities noted within this Mandate, the Committee shall 
perform the functions and duties required of an audit committee by any Applicable Requirements. 

Audit Committee Disclosures 

(oo) To prepare, review and approve any audit committee disclosures required by Applicable Requirements in the 
Company’s disclosure documents. 

5. Delegation to Subcommittee 

To the extent permitted by the Applicable Requirements, the Committee may, in its discretion, delegate all or a portion 
of its duties and responsibilities to a subcommittee of the Committee. The Committee may, in its discretion, delegate 
to the Committee Chair the authority to pre-approve any audit or non-audit services to be performed by the 
independent auditors. Any actions taken pursuant to any such delegations shall be reported to the full Committee at 
its next scheduled Committee meeting. 

6. Resources and Authority of the Committee 

The Committee shall have unrestricted access to management and employees and the books and records of the 
Company, and, from time to time may hold unscheduled or regularly scheduled meetings or portions of meetings in 
executive session or otherwise with the independent auditors, the Chief Financial Officer, the Chief Executive Officer 
and the Chief Legal Officer and General Counsel.  

The Committee will have the resources and authority appropriate to discharge its duties and responsibilities, including 
the authority to select, retain, terminate, and approve the fees and other retention terms of special or independent 
counsel, advisors, accountants or other experts and advice from a source independent of management, at the expense 
of the Company, with notice to either the chair of the Board (if any) or the Chief Executive Officer, as it deems 
appropriate to carry out its duties. The Company shall provide appropriate funding, as determined by the Committee, 
for the services of these advisors. 

 


	About this Annual Information Form
	Corporate Structure
	Name, Address and Incorporation
	Intercorporate Relationships

	About Pet Valu
	Initial Public Offering and Toronto Stock Exchange Listing of Shares
	Pre-Closing Transactions
	Secondary Offering

	Description of the Business
	Our Mission
	Canada’s Pet Industry
	Industry Overview
	Competition
	Customer Reach

	Store Footprint and Design
	Store Locations
	Store Design and Service Model
	Site Selection
	Flexible, Hybrid Operating Model

	Franchise Store Network Model
	Franchise Operations and Structure
	New Franchisee Development and Unit Economics
	Relationship with Franchisees
	Franchise Agreement
	Franchise System Support and Training
	Franchisee Screening
	Franchise Term, Termination, Renewal and Transfer

	Corporate Store Network Model
	Corporate Operations and Structure
	Corporate Unit Economics

	Merchandise and In-store Services
	Merchandise and In-store Services Mix
	National and Proprietary Brands
	Merchandise Sourcing

	Our Omni-Channel Strategy
	Our Loyalty Program
	Our People and Culture
	Marketing and Advertising
	Distribution Network
	Transportation
	Environmental and Social
	Seasonality
	Properties
	Intellectual Property
	Technology
	Regulatory Matters

	Risk Factors
	Franchise Risks
	Financial Risks
	Market Risks
	Strategy and Corporate Structure Risks
	Business Continuity Risks
	Human Resources Risks
	Technology Risks
	Legal and Regulatory Risks
	Risks Related to our Shares

	Dividends
	Description of Share Capital
	General
	Shares
	Voting rights and meetings of shareholders
	Dividends
	Liquidation

	Preferred Shares
	Voting rights and meetings of shareholders
	Dividends
	Liquidation



	Market for Securities
	Trading Price and Volume
	Prior Sales

	Securities Subject to Contractual Restriction on Transfer
	Directors and Executive Officers
	Directors
	Committees of the Board of Directors
	Audit Committee
	Executive Officers
	Ownership Interest
	Cease Trade Orders, Bankruptcies, Penalties or Sanctions
	Corporate Cease Trade Orders and Bankruptcies
	Individual Bankruptcies
	Penalties or Sanctions

	Conflicts of Interest

	Description of Material Indebtedness
	The Credit Agreement

	Principal Shareholders
	Investor Rights Agreement
	Nomination Rights
	Quorum
	Registration Rights
	Pre-Emptive Rights
	Information Rights
	Term
	Assignment


	Legal Proceedings
	Legal Proceedings
	Regulatory Actions

	Interest of Management and Others in Material Transactions
	Auditor, Registrar and Transfer Agent
	Material Contracts
	Interests of Experts
	Forward-Looking Information
	Non-IFRS Measures and SUPPLEMENTARY FINANICAL MEASURES
	Additional Information
	Effective Date:  June 30, 2021
	(a) To oversee the accounting and financial reporting processes of the Company and the audits of the financial statements.
	(b) To review the annual consolidated audited financial statements of the Company, the independent auditors’ report thereon and, if required pursuant to the Applicable Requirements, the related management’s discussion and analysis of financial conditi...
	(c) To review the interim consolidated financial statements of the Company, the independent auditors’ review report thereon and, if required pursuant to the Applicable Requirements, the related MD&A, and, after completing its review, if advisable, rec...
	(d) In conducting its review of the annual financial statements or the interim financial statements and any related MD&A, the Committee shall:
	i. meet with management and the independent auditors, as applicable, to discuss the financial statements and, if applicable, the MD&A;
	ii. review the disclosures in the financial statements;
	iii. review the audit report or report prepared by the independent auditors;
	iv. discuss with management, the auditors and internal 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, judgments and reserves underlying the financial statements as presented by management, including reviewing with the audito...
	vi. consider the effect of significant accounting principles followed and financial statement presentations, including any significant changes to the Company’s selection or application of accounting principles and alternative treatments under IFRS;
	vii. 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;
	viii. consider the effect of significant accounting policies in controversial or emerging areas for which there is a lack of authoritative guidance or consensus;
	ix. inquire at least annually of both management, accounting group and the independent auditors as to whether either has any concerns relative to the quality or aggressiveness of management’s accounting policies;
	x. review management’s process for formulating sensitive accounting estimates and the reasonableness of these estimates;
	xi. review significant recorded and unrecorded audit adjustments;
	xii. review with management any significant changes in IFRS, as well as emerging accounting and auditing issues, and their potential effects;
	xiii. review management’s report on the effectiveness of internal controls over financial reporting and disclosure controls and procedures, including major issues as to their adequacy and any special audit steps adopted in light of material control de...
	xiv. review analyses prepared by management and/or the independent auditors setting forth significant financial reporting issues;
	xv. review any material effects of regulatory and accounting initiatives, as well as off-balance sheet structures, on the financial statements as presented by management, including requirements relating to complex or unusual transactions;
	xvi. review with management matters that may have a material effect on the financial statements;
	xvii. review factors identified by management as factors that may affect future financial results;
	xviii. review responses received under the Internal Reporting Procedures (as defined below); and
	xix. review any other matters related to the Company’s financial statements that are brought forward by the independent auditors or management or which are required to be communicated to the Committee under accounting policies, auditing standards or A...

	(e) To review and, if advisable, recommend for Board approval, financial disclosure in a prospectus or other securities offering document of the Company, the Annual Information Form of the Company, as well as earnings press releases.
	(f) 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 ...
	Company Policies and Compliance
	(g) To review and approve the Company’s hiring policies regarding partners, employees and former partners and employees of the Company’s present and former external auditors.
	(h) To review reports from the Chief Legal Officer and General Counsel on: (i) any significant legal, compliance, or regulatory matters that may have a material impact on the Company’s financial statements and financial condition; (ii) the effectivene...
	(i) To review with management the status of material tax matters for the Company and its subsidiaries.
	(j) To review with management tax assessments that could have a material effect upon the financial position or operating results of the Company, and the manner in which these matters are disclosed in the financial statements.
	(k) To 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.
	(l) To adopt as directed by the Board and upon adoption oversee the Company’s Policy on Related Party Transactions and review and approve, ratify or disapprove all related party transactions as required by such policy, including all payments to be mad...
	(m) With the assistance of the Governance and Nominating Committee, to develop, as directed by the Board, and oversee the Company’s Business Conduct and Compliance Program, including a Company Code of Business Conduct and Ethics (collectively, the “Co...
	(n) To establish, as directed by the Board, and periodically monitor, procedures in compliance with applicable law for (i) the receipt, retention, and treatment of complaints received by the Company and submitted to the Committee, whether through the ...
	(o) To review any complaints or concerns that are received through the Internal Reporting Procedures on a quarterly basis and, if the Committee determines that the matter requires further investigation, to direct the Committee Chair to engage outside ...
	(p) To provide oversight and review of the Company’s risk management processes for identification and assessment of the principal risks to the operations of the Company.
	(q) To review and recommend to the Board for approval the Company’s Risk Management Program, pursuant to which the Committee will be responsible for determining that the Company has in place an effective process for identifying, assessing, managing an...
	(r) To:
	i. at least annually, require management to report to the Committee and to review reports prepared by management that assess the risks in the business (including appropriate crisis preparedness, business continuity, information system controls, cybers...
	ii. periodically monitor risk and risk management capabilities within the Company including crisis preparedness, business continuity and disaster recovery plans; and
	iii. at least annually, report to the Board on its review of the Company’s Risk Management Program, including with respect to the principal risks faced by the Company, the steps implemented by management to manage these risks and an assessment of whet...

	(s) To review quarterly reports from management containing its assessment of the adequacy of the Company’s computerized information system controls and security and related risks, including cybersecurity and data protection risk.
	(t) To review the adequacy and quality of insurance coverages maintained by the Company and approve new insurance coverage and renewals thereof, as applicable.
	(u) To review and, if advisable, recommend for Board approval the independent auditors to be nominated for the purpose of preparing or issuing an auditors’ report or performing other audit, review or attest services for the Company and to approve the ...
	(v) To approve in advance all audit and permitted non-audit services to be provided by the independent auditors to the Company or its subsidiary entities that it deems advisable in accordance with Applicable Requirements and Board approved policies an...
	(w) To review, at least annually, a summary of the independent auditors’ annual audit plan. The Committee shall consider and review with the auditors any material changes to the scope of the plan.
	(x) To establish and maintain a policy under which all requests for permitted non-audit services to be provided by the independent auditors shall be brought to the attention of the Committee Chair before such work is commenced. The Committee Chair is ...
	(y) To review a report prepared by the independent auditors in respect of each of the interim financial statements of the Company.
	(z) To assess the effectiveness of the working relationship of the independent auditors with management and resolve any disagreements between management and the independent auditors as to financial reporting matters brought to its attention.
	(aa) To meet regularly with the independent auditors in the absence of management to discuss any restrictions that may have been placed on the scope and extent of the audit examinations by the independent auditors or the reporting of their findings to...
	(bb) To review all issues related to a proposed change of the independent auditors, including the information required to be disclosed by applicable legal requirements and the planned steps for an orderly transition.
	(cc) To review all reportable events, including disagreements, unresolved issues and consultations with the independent auditors, whether or not there is to be a change of independent auditors.
	(dd) To monitor and evaluate the qualifications, performance, and independence of the independent auditors on an ongoing basis, and, in conducting such evaluations, to:
	i. receive, at least annually, an oral and/or written report from the external auditors describing their internal quality assurance policies and procedures as well as any material issues raised in the most recent internal quality assurance reviews, qu...
	ii. obtain written confirmation from the independent auditors, and to affirm 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 char...
	iii. at least annually, review and evaluate the qualifications, performance, and independence of the lead audit partner of the independent auditors;
	iv. discuss with management the timing and process for implementing the rotation of the lead audit partner, the concurring partner, and any other active audit engagement team partner and consider whether there should be a regular rotation of the audit...
	v. discuss with the independent auditors any material written communications between the independent auditors and management, such as any “management” letter or schedule of unadjusted differences.

	(ee) Provide the independent auditors and the internal auditors (if implemented) with access to the Board, including access without representatives of management present.
	(ff) To periodically discuss with the independent auditors such other matters as are required by applicable auditing standards to be discussed by the independent auditors with the Committee.
	(gg) The Committee should:
	i. discuss with management its plans with respect to the responsibilities, budget and staffing of the internal audit function and its plans for the implementation of the internal audit function; and
	ii. review with the Board management’s activities with respect to the design and implementation of the internal audit function.

	(hh) If the Company has established an internal audit function, the Committee should:
	i. review and concur with management’s appointment, termination or replacement of the head of the internal audit function and the selection of vendors for any outsourcing of the internal audit function;
	ii. confirm with the head of the internal audit function that he or she is aware of his or her obligation to report directly to the Committee on matters affecting the Committee's duties, irrespective of his or her other reporting relationships;
	iii. review the resources, adequacy, authority and independence of the internal audit function;
	iv. review proposed internal audit plans, receive reports on and review the results of internal audits and examinations conducted by the internal audit function with respect to those controls that mitigate strategic, financial and operational risks an...
	v. direct management to make changes that the Committee deems advisable in respect of the internal audit function.

	(ii) To review the Company’s system of internal controls.
	(jj) To require management to implement and maintain appropriate systems of internal controls in accordance with Applicable Requirements, including internal controls over financial reporting and disclosure controls and procedures, and to review these ...
	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); the overall control environment for managing business risks; and a...
	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, if such filings are required pursuant to the Applicable Requireme...
	iii. any material issues raised by any inquiry or investigation by the Company’s regulators;
	iv. the Company’s fraud prevention and detection program, 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 exte...
	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 d...

	(kk) To, annually, review this Mandate and recommend changes to the Mandate for Board approval.
	(ll) To, annually, evaluate the performance of the Committee in light of this Mandate in accordance with the evaluation process developed by the Governance and Nominating Committee, and implement any changes in its own performance suggested by such re...
	(mm) To perform any other responsibilities the Board specifically delegates to the Committee, in each case subject to the limitations on the Board or any committee thereof contained in the Company’s Certificate of Incorporation or the Applicable Requi...
	(nn) In addition to any of the functions and responsibilities noted within this Mandate, the Committee shall perform the functions and duties required of an audit committee by any Applicable Requirements.
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	(oo) To prepare, review and approve any audit committee disclosures required by Applicable Requirements in the Company’s disclosure documents.

