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UNITED STATES
SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549 
 

FORM 8-K
 

CURRENT REPORT
Pursuant to Section 13 or 15(d)

of the Securities Exchange Act of 1934

Date of Report (Date of earliest event reported): February 28, 2020
 

Cott Corporation
(Exact name of registrant as specified in its charter) 

 

Canada  001-31410  98-0154711
(State or other jurisdiction

of incorporation)
 (Commission

File Number)
 (IRS Employer

Identification No.)

Corporate Center III
4221 W. Boy Scout Blvd., Suite 400
Tampa, Florida, United States 33607

(Address of Principal Executive Offices)  (Zip Code)

Registrant’s telephone number, including area code: (813) 313-1732

N/A
(Former name or former address, if changed since last report)

 

Check the appropriate box below if the Form 8-K filing is intended to simultaneously satisfy the filing obligation of the registrant under any of the
following provisions:

☐ Written communications pursuant to Rule 425 under the Securities Act (17 CFR 230.425)

☐ Soliciting material pursuant to Rule 14a-12 under the Exchange Act (17 CFR 240.14a-12)

☐ Pre-commencement communications pursuant to Rule 14d-2(b) under the Exchange Act (17 CFR 240.14d-2(b))

☐ Pre-commencement communications pursuant to Rule 13e-4(c) under the Exchange Act (17 CFR 240.13e-4(c))

Securities registered pursuant to Section 12(b) of the Act:

Title of each class  
Trading
Symbol(s)  

Name of each exchange
on which registered

Common shares without nominal or par value  COT  New York Stock Exchange
 BCB  Toronto Stock Exchange

Indicate by check mark whether the registrant is an emerging growth company as defined in Rule 405 of the Securities Act of 1933 (§230.405 of this
chapter) or Rule 12b-2 of the Securities Exchange Act of 1934 (§240.12b-2 of this chapter).

Emerging growth company  ☐

If an emerging growth company, indicate by check mark if the registrant has elected not to use the extended transition period for complying with any new or
revised financial accounting standards provided pursuant to Section 13(a) of the Exchange Act.  ☐

  



Item 2.01. Completion of Acquisition or Disposition of Assets.

As previously reported, on January 30, 2020, Cott Corporation (“Cott” or the “Company”) entered into a Stock Purchase Agreement (the “Purchase
Agreement”) with Cott Holdings Inc., a wholly-owned subsidiary of Cott (“Holdings”), S. & D. Coffee, Inc., a wholly-owned subsidiary of Cott (“S&D”),
and Westrock Coffee Company, LLC (“Purchaser”), providing for the sale of all of the issued and outstanding equity of S&D to the Purchaser (the
“Transaction”).

On February 28, 2020, the Company completed the Transaction. The purchase price was $405 million in cash, subject to customary post-closing
adjustments. The Company’s unaudited pro forma condensed consolidated financial statements giving effect to the completion of the sale of S&D are filed
as Exhibit 99.1 hereto.

Item 5.02 Departure of Directors or Certain Officers; Election of Directors; Appointment of Certain Officers; Compensatory Arrangements
of Certain Officers.

In connection with and effective upon the closing of the Transaction, Mr. Charles R. Hinson, Chief Executive Officer of S&D Coffee and Tea, ceased to be
an executive officer of Cott.



Item 9.01. Financial Statements and Exhibits.

(d) Exhibits

Exhibit 
No.    Description

     

 99.1   Cott Corporation Unaudited Pro Forma Condensed Consolidated Financial Statements.
     

 104   Cover Page Interactive Data (embedded within the Inline XBRL document).



SIGNATURES

Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its behalf by the
undersigned hereunto duly authorized.

  Cott Corporation
  (Registrant)

     

March 2, 2020   
       

  By: /s/ Marni Morgan Poe
   Marni Morgan Poe
   Chief Legal Officer and Secretary



Exhibit 99.1

UNAUDITED PRO FORMA CONDENSED CONSOLIDATED FINANCIAL INFORMATION

On February 28, 2020, Cott Corporation (“Cott” or the “Company”) sold its coffee business, S.&D. Coffee, Inc. (“S&D”), to Westrock Coffee Company,
LLC, a Delaware limited liability company (“Purchaser”), pursuant to a Stock Purchase Agreement (the “Purchase Agreement”) dated as of January 30,
2020 between Cott Holdings Inc., a wholly-owned subsidiary of Cott (“Holdings”), S&D and Purchaser. The Purchaser acquired all of the issued and
outstanding equity of S&D from Holdings (the “S&D Disposition”).

The Company intends to use the proceeds of the transaction to finance a portion of its previously disclosed acquisition of Primo Water Corporation
(“Primo”).

Basis for Pro Forma Information

The unaudited pro forma condensed consolidated balance sheet data as of December 28, 2019 gives effect to the S&D Disposition as if occurred on
December 28, 2019. The unaudited pro forma condensed consolidated statements of operations data for the years ended December 28, 2019, December 29,
2018, and December 30, 2017 assume that the S&D Disposition was consummated on January 1, 2017.

Cott’s historical financial data for the years ended December 28, 2019, December 29, 2018, and December 30, 2017 are derived from Cott’s audited
financial statements for the years ended December 28, 2019, December 29, 2018 and December 30, 2017, each of which is incorporated by reference into
this document.

The historical financial information has been adjusted to give effect to matters that are (i) directly attributable to the S&D Disposition, (ii) factually
supportable, and (iii) with respect to the unaudited pro forma condensed consolidated statement of operations, expected to have a continuing impact on the
operating results of the Company.

The unaudited pro forma condensed consolidated financial information should be read in conjunction with:
 

 •  the accompanying notes to the unaudited pro forma condensed consolidated financial information; and
 

 
•  the audited consolidated financial statements of Cott as of December 28, 2019 and December 29, 2018 and for the years ended December 28,

2019, December 29, 2018 and December 30, 2017 included in Cott’s Annual Report on Form 10-K filed with the SEC on February 26, 2020
and incorporated by reference into this document.

The unaudited pro forma condensed consolidated financial information has been prepared in accordance with Article 11 of Regulation S-X and Accounting
Standards Codification 205, Presentation of Financial Statements, Discontinued Operations, Other Presentation Matters. The pro forma adjustments are
described in the accompanying notes and are based upon information and assumptions available at the time of the filing of this Current Report on Form 8-K.

The unaudited pro forma condensed consolidated financial information is provided for informational purposes only and is not necessarily indicative of the
operating results for the Company that would have occurred if the transaction had been completed as of the dates set forth above, nor is it indicative of the
future results of the Company. The unaudited pro forma condensed consolidated financial information does not purport to project the future operating
results or financial position of the Company following the closing of the transaction and the transactions related thereto. The unaudited pro forma condensed
consolidated statements of operations and balance sheet are based on certain assumptions, described in the accompanying notes, which management
believes are reasonable.



Unaudited Pro Forma Condensed Consolidated Balance Sheet
As of December 28, 2019

(dollars in millions)
 

   Historical   
S&D 

Disposition     

Pro 
Forma 
Adjusted  

ASSETS     2(b)    
Current Assets      
Cash and cash equivalents   $ 205.5  $ 398.1   2(a)  $ 600.1 

    45.1   2(c)  
    (48.6)   

Accounts receivable, net of allowance    279.3   (62.6)    216.7 
Inventories    122.5   (59.6)    62.9 
Prepaid expenses and other current assets    35.0   (15.9)    19.1 

    
 

   
 

    
 

Total current assets     642.3     256.5      898.8 
Property, plant and equipment, net    647.8   (89.7)    558.1 
Operating lease right-of-use-assets    203.1   (17.4)    185.7 
Goodwill    1,175.7   (128.2)    1,047.5 
Intangibles assets, net    701.4   (104.4)    597.0 
Other long-term assets, net    20.6   —      20.6 

    
 

   
 

    
 

Total assets   $ 3,390.9   $  (83.2)   $ 3,307.7 
    

 

   

 

    

 

LIABILITIES AND EQUITY      
Current Liabilities      
Short-term borrowings   $ 92.4  $ —     $ 92.4 
Current maturities of long-term debt    7.4   (0.5)    6.9 
Accounts payable and accrued liabilities    466.1   (95.5)    372.9 

    2.3   2(d)  
Current operating lease obligations    41.7   (5.2)    36.5 

    
 

   
 

    
 

Total current liabilities     607.6     (98.9)     508.7 
Long-term debt    1,260.2   (1.1)    1,259.1 
Operating lease obligations    167.8   (12.6)    155.2 
Deferred tax liabilities    127.4   (35.5)    122.9 

    31.0   2(d)  
Other long-term liabilities    61.7   (3.0)    58.7 

    
 

   
 

    
 

Total liabilities     2,224.7     (120.1)     2,104.6 
Equity      
Common shares    892.3   —      892.3 
Additional paid-in capital    77.4   —      77.4 
Retained earnings    265.0   48.0   2(e)   313.0 
Accumulated other comprehensive loss    (68.5)   (11.1)   2(e)   (79.6) 

    
 

   
 

    
 

Total equity     1,166.2     36.9      1,203.1 
    

 
   

 
    

 

Total liabilities and equity   $ 3,390.9   $  (83.2)   $ 3,307.7 
    

 

   

 

    

 

The accompanying notes are an integral part of, and should be read together with, this unaudited pro forma condensed consolidated financial information.



Unaudited Pro Forma Condensed Consolidated Statement of Operations
For the Year Ended December 28, 2019

(dollars in millions, except share and per share amounts)
 

   Historical   
S&D 

Disposition     

Pro 
Forma 
Adjusted     

    2(f)     
Revenue, net   $ 2,394.5  $  (599.1)   2(g)  $ 1,795.4  
Cost of sales    1,166.7   (432.5)   2(g)   734.2  

    
 

   
 

    
 

 

Gross profit    1,227.8   (166.6)    1,061.2  
Selling, general and administrative expenses    1,113.0   (150.8)    962.2  
Loss (gain) on disposal of property, plant and equipment, net    7.5   0.1    7.6  
Acquisition and integration expenses    16.9   (0.5)    16.4  

    
 

   
 

    
 

 

Operating income    90.4   (15.4)    75.0  
Other expense (income), net    2.8   0.9    3.7  
Interest expense, net    78.2   —      78.2  

    
 

   
 

    
 

 

Income (loss) from continuing operations before income taxes    9.4   (16.3)    (6.9)  
Income tax expense    9.5   (4.7)    4.8  

    
 

   
 

    
 

 

Net (loss) income from continuing operations     (0.1)    (11.6)     (11.7)  
    

 

   

 

    

 

 

Net loss from continuing operations per common share       
Basic   $ (0.00)    $ (0.09)   2(h) 
Diluted   $ (0.00)    $ (0.09)   2(h) 
Weighted average common shares outstanding (in thousands)       
Basic    135,224     135,224  
Diluted    135,224     135,224  

The accompanying notes are an integral part of, and should be read together with, this unaudited pro forma condensed consolidated financial information.



Unaudited Pro Forma Condensed Consolidated Statement of Operations
For the Year Ended December 29, 2018

(dollars in millions, except share and per share amounts)
 

   Historical   S&D Disposition     

Pro 
Forma 
Adjusted     

    2(f)     
Revenue, net   $ 2,372.9  $  (581.9)   2(g)  $ 1,791.0  
Cost of sales    1,197.3   (429.9)   2(g)   767.4  

    
 

   
 

    
 

 

Gross profit    1,175.6   (152.0)    1,023.6  
Selling, general and administrative expenses    1,092.1   (137.1)    955.0  
Loss on disposal of property, plant and equipment, net    9.4   (0.7)    8.7  
Acquisition and integration expenses    15.3   1.9    17.2  

    
 

   
 

    
 

 

Operating income    58.8   (16.1)    42.7  
Other income, net    (42.9)   0.9    (42.0)  
Interest expense, net    77.6   —      77.6  

    
 

   
 

    
 

 

Income before income taxes    24.1   (17.0)    7.1  
Income tax (benefit) expense    (4.8)   (3.1)    (7.9)  

    
 

   
 

    
 

 

Net income from continuing operations     28.9     (13.9)     15.0   
    

 

   

 

    

 

 

Net income from continuing operations per common share              
Basic   $ 0.21    $ 0.11   2(h) 
Diluted   $ 0.21    $ 0.11   2(h) 
Weighted average common shares outstanding (in thousands)              
Basic    139,097     139,097  
Diluted    141,436     141,436  

The accompanying notes are an integral part of, and should be read together with, this unaudited pro forma condensed consolidated financial information.



Unaudited Pro Forma Condensed Consolidated Statement of Operations
For the Year Ended December 30, 2017

(dollars in millions, except for share and per share amounts)
 

   Historical   
S&D 

Disposition      

Pro 
Forma 
Adjusted     

    2(f)      
Revenue, net   $ 2,269.7  $  (602.2)    $ 1,667.5  
Cost of sales    1,142.0   (440.8)     701.2  

    
 

   
 

     
 

 

Gross profit    1,127.7   (161.4)     966.3  
Selling, general and administrative expenses    1,043.2   (141.9)     901.3  
Loss on disposal of property, plant and equipment, net    10.2   (0.5)     9.7  
Acquisition and integration expenses    30.4   (3.1)     27.3  

    
 

   
 

     
 

 

Operating income    43.9   (15.9)     28.0  
Other income, net    (8.0)   1.2     (6.8)  
Interest expense, net    85.5   —       85.5  

    
 

   
 

     
 

 

(Loss) income before income taxes    (33.6)   (17.1)     (50.7)  
Income tax benefit    (30.0)   1.0     (29.0)  

    
 

   
 

     
 

 

Net (loss) income from continuing operations     (3.6)    (18.1)      (21.7)  
    

 

   

 

     

 

 

Net loss from continuing operations per common share        
Basic   $ (0.03)     $ (0.16)   2(h) 
Diluted   $ (0.03)     $ (0.16)   2(h) 
Weighted average common shares outstanding (in thousands)        
Basic    139,078      139,078  
Diluted    139,078      139,078  

The accompanying notes are an integral part of, and should be read together with, this unaudited pro forma condensed consolidated financial information.



1. Basis of Presentation

The unaudited pro forma condensed consolidated financial information presented above gives effect to the S&D Disposition, subject to the assumptions set
out herein. The historical financial information of Cott is presented in accordance with accounting principles generally accepted in the United States of
America (“U.S. GAAP”). The disposition of S&D qualifies for presentation as discontinued operations under Accounting Standards Codification
(ASC-205-20-45 Presentation of Financial Statements, Discontinued Operations, Other Presentation Matters).

The historical financial information has been adjusted to give effect to matters that are (i) directly attributable to the S&D Disposition, (ii) factually
supportable, and (iii) with respect to the unaudited pro forma condensed consolidated statement of operations, expected to have a continuing impact on the
operating results of the Company. The pro forma adjustments have been prepared to illustrate the estimated effect of the S&D Disposition.

Unless otherwise noted, all amounts are in millions of U.S. dollars.

2. The S&D Disposition

The following pro forma adjustments have been reflected in the unaudited pro forma condensed consolidated financial information.

All adjustments to the historical unaudited condensed consolidated balance sheet assume the closing of the transaction occurred on December 28, 2019. In
addition, pro forma adjustments for the pro forma condensed consolidated statements of operations assume that the transaction was consummated on
January 1, 2017.
 

a. Cash proceeds of the sale less anticipated transaction costs:
 

Cash proceeds of the sale   $ 405.0 
Less: Estimated transaction costs    (6.9) 

    
 

Total cash proceeds less transaction costs   $ 398.1 
    

 

 
b. Represents the assets and liabilities of S&D which are subject to sale under the Purchase Agreement as of the balance sheet date.
 

c. Under the terms of the Purchase Agreement, the Company will receive additional consideration at closing for cash and cash equivalent balances held
by S&D, adjusted for funded indebtedness ($3.5 million as of December 28, 2019) and other customary working capital adjustments. Accordingly, the
Company has included $45.1 million in cash and cash equivalents in the pro forma financial information.

 

d. The tax expense and related taxes payable associated with the sale of S&D is estimated at $33.3 million and $2.3 million, respectively. The tax
expense and related taxes payable were calculated by considering (a) the cash proceeds in excess of the estimated U.S. tax basis of the shares sold,
(b) tax-deductible transaction costs, and (c) the existing U.S. net operating loss carryforwards. The U.S. taxable gain will be included within Cott’s
2020 U.S. federal and state tax returns. Therefore, the U.S. taxable gain and the related taxes payable are subject to change based on the actual results
related to ongoing 2020 activity within the U.S.

 

e. The gain on the S&D Disposition assuming we had completed the sale as of December 28, 2019 is as follows:
 

Net cash proceeds   $ 398.1 
Net cash received for cash held by S&D    45.1 
Net assets sold    (373.0) 
Accumulated other comprehensive income    11.1 

    
 

Pre-tax gain on sale    81.3 
Tax expense    (33.3) 

    
 

After-tax gain on sale   $ 48.0 
    

 



The gain on the transaction includes the recognition of the accumulated other comprehensive income from discontinued operations. The amounts
include $11.1 million related to hedging transactions.

As the gain is related to the transaction and use of the proceeds and does not have a continuing impact on Cott’s operations, the gain is only reflected
in retained earnings on the unaudited pro forma condensed consolidated balance sheet. The gain on sale, based on the December 28, 2019 balance
sheet, will likely be different from the actual gain on sale that will be realized at the closing because of the differences in the carrying value of assets
and liabilities at the closing date and the adjustment for working capital, and the estimation of transaction costs in determining the net proceeds from
the transaction.

 

f. Represents the elimination of revenues and expenses associated with S&D for the years ended December 28, 2019, December 29, 2018 and
December 30, 2017.

 

g. Revenue, net and cost of sales have been adjusted by $5.9 million and $5.7 million for the years ended December 28, 2019 and December 29, 2018,
respectively, to eliminate the impact of intercompany sales from S&D to Cott that are normally eliminated upon consolidation. These sales have no
impact on gross margin or operating income, however, are expected to continue subsequent to the sale at similar terms. There were no such sale in the
year ended December 30, 2017.

 

h. Represents pro forma basic and diluted income (loss) per share.


