
Macro-economic indicators: Canada

The ongoing trade disputes paired with the eventual movement 
towards resolution of the new North American trade agreement has 
resulted in mixed results for several of Canada’s broad indicators. 

XX In July, the Bank of Canada raised its policy interest rate to 
1.50% from 1.25%. Conversely, the U.S. Federal Reserve 
maintained interest rates at its 1.75% to 2.00% benchmark 
range in August. 

XX Expectations for Real GDP growth in Canada for 2018 were 
maintained at 2.0%, according to the Bank of Canada’s most 
recent July Monetary Policy Report. 

XX The S&P/TSX Composite Index came down to 16,073.14 by  
the end of the third quarter of 2018, a 1.3% decrease since  
the close of Q2 2018. 

XX In the month of August the Canadian economy lost 51,600 net 
jobs, following net gains of 54,100 in July. 

XX The Canadian dollar closed at 0.7736 USD at the end of Q3, 
representing a 2% increase from the previous quarter. 

 
 

Managing the inherent risk of complex business structures

When entrepreneurs expand their company over the course of 
many years, evaluating and acting on opportunities for growth 
or diversification along the way, the resulting legal and corporate 
structure may become inefficient or suboptimal in the eyes of a 
third-party acquirer. 

The various seemingly different, but complementary, aspects 
and segments or divisions of the business may form a cohesive 
operation from the point of view of the existing shareholders by 
virtue of particular relationships or circumstances unique to the 
company, but an external party could evaluate and ultimately value 
the entity in a different way. For these businesses, an additional 
measure of thoughtfulness may be required to develop an effective 
divestiture strategy, including situations such as: 

 - Businesses that operate under a single-parent entity because  
of legacy or owner-specific reasons, rather than strategic fit;

 - Businesses with segments that have become unprofitable;

 - Businesses that have counter-seasonal sales cycles, but little 
strategic fit; and

 - Businesses that serve drastically different market channels, have 
different regulatory oversight and requirements, or different 
revenue and risk profiles.

Business owners in these situations should pursue a number 
of steps to create a robust plan and weigh the additional 
considerations discussed herein.

FOOD AND BEVERAGE

M&A QUARTERLY

Q3 2018 
www.bdo.ca/foodandbeverage

Sources: Bank of Canada, Capital IQ, Federal Reserve, Statistics Canada

https://www.bdo.ca/en-ca/industries/retail-consumer-business/food-and-beverage/
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Go-To-Market strategy

A crucial aspect that business owners must contemplate when 
thinking about transitioning their company is the preferred 
go-to-market strategy. This initial phase involves a number of 
important steps:

1. Identifying the different segments, divisions, and assets 
of the business.

 The unique components of the business, which may have   
 historically run in parallel and complemented one another,   
 will not be evaluated in the same way by different groups  
 of buyers.

 While a single buyer may appreciate that a particular   
 division brings an additional stream of revenue, that buyer  
 may not be willing to attribute much value to it if it falls,   
 sometimes even slightly, outside of its areas of expertise or  
 strategy for growth.

2. Articulating what makes each individual segment unique.

 To generate interest and drive momentum along the   
 divestiture process, business owners should identify   
 the unique traits and particular niche markets served by the  
 different business segments, along with the particular   
 growth opportunities that are applicable to each.

 However, further tailoring the growth story of each segment  
 to appeal to separate sets of potential buyers could result  
 in being able to extract the maximum value out of each   
 segment and minimize the risk of completing one or  
 more transactions.

 One example would be if a segment is based on a patent   
 or a right to distribute a particular type of product   
 that may not be in the same category or industry as the   
 rest of a buyer’s offering, but could represent an excellent   
 fit from the perspective of a different buyer or remain with   
 the current owner as an ongoing stream of revenue in   
 the form of a licensing arrangement.
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3. Understanding which segments or assets will be  
parted with.

 As vendors are identifying and articulating the unique   
 appeal of each segment or asset, they must also decide   
 which segments or assets they wish to retain and which may  
 be sold.

 A number of different outcomes are possible; for example,   
 if the vendors do not wish to retain a particular segment or   
 asset it could also be wound down, particularly in the case   
 of an unprofitable segment. The latter strategy could   
 help stop losses and improve the profile of the rest of the  
 company if it was funding an unprofitable operation by way  
 of internal flows of funds.

 Another example is the real estate associated with an   
 operating segment. While it may be necessary to running  
 the day-to-day operations, not every type of buyer will   
 be interested in acquiring a real estate asset. A typical   
 arrangement in that case may be to enter into a long-term   
 lease based on current market terms or, alternatively,   
 market the asset to an investment fund or other party   
 looking to supplement their real estate portfolio.

4. Planning for the correct sequencing of events to drive  
an optimal result.

 Finally, perhaps the most important step in achieving a   
 successful outcome and maximizing value for shareholders   
 is a thorough understanding of the sequence in which the   
 different segments or assets must be sold in order to  
 achieve the most tax-efficient structure and eliminate   
 procedural risks along the way.

 For example, a real estate asset would typically be held in   
 a separate corporate entity and may be sold together 
  with or after the operating segment making use of   
 it. Alternatively, this may not be possible in the case where   
 the sale of a company first contemplates a spin-off of one  
 or more divisions to one or more buyers (which would  
 be carried out as an asset sale) before the remaining   
 division(s) may be sold to a different buyer (potentially   
 as a sale of the shares of the corporate entity).

 A map of the different timelines to close multiple    
 transactions, as driven by the unique needs of both the  
 vendors as well as the different types of potential buyers,   
 along with a thorough understanding of the vendors’  
 tax situation, is required in order to determine the    
 appropriate sequencing of events.

Each of the steps identified above can impact the divestiture 
process, drive a variety of different outcomes and affect value  
in different ways.

Process

As business owners go through the process of clearly thinking 
through the different elements of their business that could 
one day be part of one or multiple divestiture transactions, a 
number of issues can arise and should be addressed as early  
as possible.

Companies formed of distinct divisions and revenue streams 
may nonetheless be sharing human resources, accounting 
systems, or utilizing shared physical space within a building to 
take advantage of various synergies, as common sense would 
dictate. It would be ideal to gain an understanding of exactly 
how these various resources and processes contribute to the 
day-to-day operations and profitability of each division, ahead 
of starting a divestiture process and talking to multiple groups 
of buyers. For example, buyers will want to understand what 
is required in terms of human and capital resources to run a 
distinct division and generate historical levels of revenue—this 
may mean having to prepare new sets of financial statements 
that show exactly what costs a division may be expected to 
incur on a standalone basis.

It is also typical for new owners of a company to ask the 
retiring shareholders to remain with the business for a period 
of time to ensure a smooth transition of ownership. However, 
an unusual but likely scenario could involve the buyer of one 
segment to request transitionary services of the company’s key 
management team even though it may have remained with a 
division that was sold to a different buyer. The latter case would 
typically involve clauses in the different purchase agreements 
ensuring a reasonable degree of cooperation between the two 
new owners, and will require careful thought as to the time and 
amount of interaction required for a set period of time.

Conclusion

Maximizing value during a divestiture process is a long journey 
that must start early. No two situations are the same and 
crafting the go-to-market strategy will be a unique exercise 
influenced by the current state of the business, the shareholders’ 
goals, and external market pressures.

Finding the right buyer(s) to maximize value can only begin with 
understanding and clearly articulating the unique characteristics 
and value proposition of each component of the business. 
Seeing a business from the perspective of different types of 
potential buyers is challenging, but this objective viewpoint, one 
bereft of the owner’s bias and personal history, is part of the 
path to maximizing value.
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Selected Q3 2018—Canadian food & beverage transactions

An overview of M&A activity within the Canadian food & 
beverage sector is included below. A total of 28 food and 
beverage deals were either closed or announced in Q3 2018. 
Canadian food and beverage businesses continue to be active 
buyers of both domestic and international companies, as well 
as attractive acquisition targets for foreign buyers. Five selected 
deals have been highlighted below.

Highlighted deals

1. Empire Company Limited (TSX:EMP.A) acquired Farm 
Boy Inc. for approximately C$800 million on September 
24, 2018. Farm Boy Inc. is an Ontario based retail grocer 
with a focus on high quality and locally sourced meat and 
produce operating through 26 locations in Ontario.

2. Kraft Canada Inc. acquired the assets of Ethical Bean 
Coffee Company Ltd. on September 24, 2018. Ethical 
Bean Coffee Company Ltd. is a leading roaster of 100% 
Fairtrade, certified organic coffee based in Vancouver, British 
Colombia. Ethical Bean is committed to social responsibility, 
global awareness and environmental accountability.

3. New Age Farm Inc. (OTCPK:NWGF.F) entered into an 
agreement to acquire Drink Fresh Water LLC for C$1.65 
million on September 24, 2018. Drink Fresh Water LLC is  
a California-based CBD beverage company currently offering 
a hemp derived CBD infused, nano-amplified purified 
alkaline water.

4. C21 Investments Inc. (CNSX:CXXI) has entered into 
an agreement to acquire Grön Chocolate LLC and Grön 
Confections (GrönCBD) LLC for approximately C$14.66 
million on August 13, 2018. Grön Chocolate LLC and 
Grön Confections (GrönCBD) LLC, together, specialize in 
premium consumer packaged chocolate infused with Clean 
Green-certified cannabis based in Oregon. 

5. Premium Brands Holdings Corporation (TSX:PBH) 
acquires Yorkshire Valley Farms Ltd. on July 30, 2018. 
Yorkshire Valley Farms Ltd. is an Ontario based processor 
and marketer of organic chicken products.

BDO Canada-advised food & beverage transactions in  
Q3 2018

BDO Transaction Advisory Services acted as exclusive financial 
advisor to business owners and brothers Bruce & Grant Kenney 
in the sale of their family-owned company, Harold T. Griffin Inc. 
in July 2018.

Over the years, Harold T. Griffin Inc. evolved into two distinct 
divisions operating under the parent holding company. HT 
Griffin Food Ingredients was headed by Grant Kenney and 
specializes in the manufacturing and distribution of food 
ingredients and customized blending solutions to a variety of 
Canadian end markets; it was acquired by Caldic B.V. The other 
division was headed by his brother Bruce Kenney and specializes 
in the import and distribution of premium canned seafood 
products under the Club Des Millionnaires brand into retail 
channels nationwide; it was acquired by Ocean Brands,  
a division of the Jim Pattison Group.

Operating as two distinct divisions posed technical, operational, 
and tax challenges during the transaction process as both 
companies shared human and capital resources but faced 
slightly staggered timelines to close the deals. Two separate 
divestiture processes were run in parallel, with both divisions 
attracting interest from different groups of potential buyers 
and resulting in a timely and successful outcome for all parties 
ultimately involved.

 “BDO was attentive to our needs and ran a very professional 
operation,” said Bruce Kenney, co-owner of Harold T. Griffin and 
President of the Club Des Millionnaires division. “The quality 
of the advice and work that was put in from the start was 
exceptional and allowed us to achieve our goals under a strict 
timeline given the circumstances.” 

“There were many milestones to cross in order to move 
forward and BDO worked diligently with our other advisors 
to suggest the best path forward every time,” added Grant 
Kenney, co-owner of Harold T. Griffin and President of the food 
ingredients division.

The BDO team was composed of Ryan Farkas, Albert 
Kouzminski, and Thomas Yee, with additional legal, tax, and 
accounting support from the owners’ ancillary advisors.

Advised by BDO's 
Transaction Advisory Services

Advised by BDO's 
Transaction Advisory Services



DEAL ACTIVITY
(STRATEGIC V. FINANCIAL BUYERS)

DEAL ACTIVITY
(CANADIAN TARGETS, BUYERS OR BOTH)

	Canadian buyer (non-Canadian target)
	Canadian target (non-Canadian buyer)
	Both Canadian

DEAL ACTIVITY
(INCL. LATEST ANNOUNCED BUT NOT YET CLOSED DEALS)
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Food and beverage transactions summary

Note: The above deal activity charts present the number of deals involving Canadian targets, Canadian buyers, or both a Canadian target and a Canadian buyer.

Source: S&P Capital IQ
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ABOUT BDO

BDO is one of the nation’s leading providers of assurance, 
accounting, tax, and advisory services. With strengths firmly rooted 
in the communities we serve, our professionals deliver highly 
individualized services informed by deep industry knowledge and 
nearly 100 years of experience working in local markets throughout 
the country. And with resources across Canada and around 
the world, BDO provides seamless and consistent cross-border 
services to clients with international needs.

ABOUT BDO’S FOOD AND BEVERAGE PRACTICE

At BDO, we know how critical it is to build and protect your 
brand, as well as to take advantage of new developments in 
innovation and technology. Our professionals understand 
the varying priorities and concerns for food and beverage 
organizations in Canada. As a leader in serving the food and 
consumer products subsector, we help clients grow their 
revenue in new markets, build their brands, and control costs to 
maximize profitability. 

Maximizing value 
during a divestiture 
process is a long 
journey that must 
start early. No two 
situations are the 
same.
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