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MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE THREE MONTHS ENDED MARCH 31, 2026 

KEY HIGHLIGHTS 

 

● Happy Belly Food Group Inc. (the “Company” or “Happy Belly”) system-wide sales across 
Quick Service Restaurants (“QSR”) totalled $19.3M in the first quarter of fiscal 2026, up 
80.4% versus the same quarter last year (2025 - $10.7M). The increase is attributed to 
organic baseline restaurant growth, alongside increased restaurant count, which reached 
87 operating restaurants at the end of Q1 2026, up 74.0% versus 50 in the prior year.  

● Total operating revenues, services, interest income and rebates totalled $6.0M in the first 
quarter of fiscal 2026, up 82.2% versus the same quarter last year (2025 - $3.3M). Year-
over-year growth was driven by continued sales growth in QSR, multiple business 
acquisitions in the past twelve months, and net new restaurants (10 new openings in Q1)  

● Total product sales totalled $4.7M in the first quarter of 2026, up 70.3% versus the same 
quarter last year (2025 - $2.8M). In addition, royalties and franchise fee revenues 
reached $0.97M during the quarter, up 118% from the prior year (2025 - $0.45M), which 
was driven by an increase in royalties collected from added franchised restaurants in the 
system. 

● Adjusted EBITDA1 was $(0.17M) or (2.9%) in the first quarter of fiscal 2026 versus 
$0.14M or 4.2% in the same quarter last year. 

● Total cash and cash equivalents remain healthy at $6.2M as of March 31, 2026 (2025 - 
$3.0M).   

 

 

 

 

 

 

 

 

 
 

1See section definition of “Non-IFRS Measures and Ratios” within the Compliance with International Financial Reporting Standards (“IFRS”) 
section of the MD&A. 
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MANAGEMENT’S DISCUSSION AND ANALYSIS 
FOR THE THREE MONTHS ENDED MARCH 31, 2026 

This Management’s Discussion and Analysis (“MD&A”) sets out Happy Belly Food Group Inc.’s (the “Company” or “Happy 
Belly”) business overview and strategic direction and provides an analysis of the financial performance and financial condition 
of the Company for the three months ended March 31, 2026. The Company’s fiscal year commences on January 1st and ends 
on December 31st of the same year.  

The information in this MD&A should be read in conjunction with (i) the Company’s audited annual consolidated financial 
statements for the years ended December 31, 2025 and 2024, along with the related notes thereto; and (ii) the Company’s 
MD&A for the years ended December 31, 2025 and 2024 (the “Annual MD&A”).  Additional information relating to Happy Belly, 
including our most recently filed Annual Information Form (“AIF”), can be found on SEDAR+ at www.sedarplus.com. All amounts 
are in Canadian dollars unless otherwise indicated.  

Management of the Company is responsible for the preparation and integrity of the financial statements, including the 
maintenance of appropriate information systems, procedures, and internal controls and to ensure that information used internally 
or disclosed externally, including the financial statements and MD&A, is complete and reliable.  The Company’s Board of 
Directors (the “Board”) follows recommended corporate governance guidelines for public companies to ensure transparency 
and accountability to shareholders.  The Company’s Audit Committee meets with management quarterly to review the financial 
statements, MD&A, and to discuss other financial, operating and internal control matters.  

This MD&A is dated May 12, 2026, announcing the Company’s results for the three months ended March 31, 2026. Disclosures 
contained in this MD&A are current to that date unless otherwise noted. 

Forward-Looking Information  

This MD&A contains certain statements that constitute forward-looking statements (within the meaning of applicable Canadian 
securities legislation and the U.S. Private Securities Litigation Reform Act of 1995) that involve risks and uncertainties.  Forward-
looking statements are frequently, but not always, identified by words such as “expects”, “anticipates”, “believes”, “intends”, 
“estimates”, “potential”, “possible”, and similar expressions, or statements that events, conditions or results “will”, “may”, “could”, 
or “should” occur or be achieved.  The forward-looking statements may include statements regarding capital expenditures, 
timelines, strategic plans or other statements that are not of fact.  Forward-looking statements are statements about the future 
and are inherently uncertain, and actual achievements of the Company may differ materially from those reflected in forward-
looking statements due to a variety of risks, uncertainties, and other factors.  For the reasons set forth above, investors should 
not place undue reliance on forward-looking statements.  Important factors that could cause actual results to differ materially 
from the Company’s expectations include uncertainties involved in disputes and litigation, uncertainty of estimates in capital and 
operating costs, the need to obtain additional financing to develop projects and uncertainty as to the availability and terms of 
future financing; uncertainty regarding changes in laws, regulations and guidelines; and uncertainty as to timely availability of 
licenses, permits and other government approvals and other risks and uncertainties disclosed in other information released by 
the Company from time to time and filed with the appropriate regulatory agencies. 

It is the Company’s policy that all forward-looking statements are based on the Company’s beliefs and assumptions, which are 
based on information available at the time these assumptions are made. The forward-looking statements contained herein are 
made as of the date of this MD&A, and are subject to change after this date, and the Company assumes no obligation to publicly 
update or revise the statements to reflect new events or circumstances, except as may be required pursuant to applicable laws. 
Although management believes that the expectations represented by such forward-looking information or statements are 
reasonable, there is a significant risk that the forward-looking information or statements may not be achieved, and the underlying 
assumptions thereto will not prove to be accurate. 

Actual results or events could differ materially from the plans, intentions and expectations expressed or implied in any forward-
looking information or statements, including the underlying assumptions thereto, as a result of numerous risks, uncertainties, 
and other factors such as those described above. The Company has no policy for updating forward-looking information beyond 
the procedures required under applicable securities laws. 
 
Key Assumptions 
 
Management’s forward‑looking information in this MD&A, including statements regarding the Company’s growth plans in 2026, 
restaurant openings and pipeline, anticipated cash flows and liquidity, the expected collection of amounts underlying expected 
credit losses, and the disposition of certain CPG assets (including pursuant to the LOI referenced herein), is based on 
management’s current expectations and assumptions as of the date of this MD&A. These assumptions include, among other 
things: that consumer demand for the Company’s QSR and CPG offerings remains generally consistent with recent trends; that 
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planned corporate and franchised restaurant openings (including subsequent openings referenced herein) proceed substantially 
on the timelines and costs anticipated; that franchisees and counterparties perform their contractual obligations; that supply 
chain, labour availability and input costs (including food, packaging, occupancy and wage costs) do not materially deviate from 
management’s expectations; that the Company is able to maintain access to capital and/or other sources of liquidity on terms 
acceptable to the Company to fund operations and growth (consistent with management’s expectation that cash flow sources 
may include equity financing and revenue generation); that no material adverse regulatory, legal or competitive developments 
occur; that macroeconomic conditions, including interest rates and foreign exchange rates, do not materially deteriorate from 
current levels; and that the Company’s ability to execute its strategy and integrate acquisitions and investments is not materially 
impaired by operational disruptions. 
 
OVERVIEW 
 
Happy Belly’s mission is to be a leading consolidator and growth engine of emerging food brands. Happy Belly’s portfolio 
consists of two operating divisions: Quick Service Restaurants (“QSR”) and Consumer Product Goods (“CPG”). Our growth 
strategy and continued commitment to shareholders is to improve company-wide profitability, while staying financially disciplined 
in achieving organic and inorganic growth. Happy Belly has continued to grow systemwide sales organically, combined with 
new restaurant openings (QSR segment) and accretive acquisitions throughout the past several years. Happy Belly’s M&A 
strategy has been to acquire cash flow positive businesses with revenue generating assets that allow the Company to grow 
organically and leverage business synergies to optimize the operations and drive shareholder value.  
 
Happy Belly currently operates the following 10 QSR and 1 CPG brands: (i) QSR – Smile Tiger Coffee Roasters, Salus Fresh 
Foods, Heal Lifestyle, Lettuce Love Café, Pirho Fresh Greek Grill, Joey Turks Island Grill, Rosie’s Burgers, Via Cibo Italian 
Street Food, Yolks Breakfast Inc., and IQ Foods; and (ii) CPG - Lumber Heads Food Co. 
 
The Company’s CPG segment continues to focus on increasing distribution and gaining users, while improving overall 
profitability year over year. As part of the sales growth strategy, the brand continues to implement both a B2B and B2C revenue 
model to reach more consumers and accelerate growth. On December 22, 2025, the Company entered into a binding letter of 
intent (“LOI”) to sell its Holy Crap Foods CPG brand, and the transaction closed on February 26, 2026. 
 
The following table highlights the number of QSR opened and operating restaurants (corporate and franchised) at the beginning 
of 2026 and as at the year ended December 31, 2025. As of May 12, 2026, subsequent to Q1 2026, the Company has already 
opened 7 additional restaurants across the brand portfolio. To support the significant growth plans in 2026, the Company further 
invested in people, infrastructure and resources in Q4 2025. These proactive investments were critical to enabling the 
restaurants to open on time, on budget, and to effectively service the early growth in 2026.    
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QSR Brands 

 
Dec 31, 2025  

Total Operating 
Restaurants 

 
Q1 2026 Total 

Operating 
Restaurants 

 
Subsequent Openings  

Heal Lifestyle 30 35 4 

Lettuce Love Café  3 3 - 

Pirho Fresh Greek Grill 4 4 - 

Joey Turks Island Grill 2 2 - 

Rosie’s Burgers 10 14 2 

Via Cibo Franchising Inc. 

(acquired in 2024) 
8 8 - 

Yolks Breakfast 

(acquired in 2024) 
5 6 - 

IQ Foods 

(acquired in 2024) 
7 7 1 

Smile Tiger Coffee  

(acquired on January 27, 2025) 
1 1 - 

Salus Fresh Foods 
(acquired on August 21, 2025) 

7 7 - 

Totals 77 87 7 
 
COMPLIANCE WITH INTERNATIONAL FINANCIAL REPORTING STANDARDS (“IFRS”) 
 
Unless otherwise indicated, the financial information presented below, including tabular amounts, is prepared in accordance 
with IFRS as issued by the International Accounting Standards Board. The information presented within this MD&A refers to 
certain non-IFRS financial measures, including Adjusted EBITDA, Adjusted EBITDA Margin, and Free Cash Flow. These 
financial measures are not recognized measures under IFRS and do not have a standardized meaning prescribed by IFRS. 
These financial measures are provided as additional information to complement those IFRS measures by providing further 
understanding of the Company’s results of operations, financial performance and liquidity from management’s perspective and 
thus highlight trends in its core business that may not otherwise be apparent when relying solely on IFRS measures. The 
Company’s management also uses non-IFRS financial measures to facilitate operating performance comparisons from period 
to period, to prepare annual operating plans, budgets and forecasts, and to assess our ability to meet our capital expenditures 
and working capital requirements.  
 
 
NON-IFRS MEASURES AND RATIOS INCLUDE: 
 
 
Adjusted EBITDA  
 
“Adjusted EBITDA” is defined as net comprehensive income or (loss), excluding interest, taxes, depreciation and amortization 
(EBITDA), adjusted for share-based compensation, gain (loss) on equity investments and sublease, expected credit loss and 
non-recurring expenses.  
 
“Adjusted EBITDA Margin” is calculated as Adjusted EBITDA as a percentage of total revenue.  
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Adjusted EBITDA and Adjusted EBITDA Margin are used by management as supplemental measures to review and assess 
operating performance and to provide a more complete understanding of factors and trends impacting the Company’s business. 
Management believes Adjusted EBITDA are useful measures of operating performance and the Company’s ability to generate 
cash-based earnings, as they provide a more relevant position of operating results by excluding the effects of financing and 
investing activities, which removes the effects of interest, depreciation and amortization expenses as well as other expenses, 
as described, that are not reflective of the Company’s underlying business.  
 
 
RECONCILIATION OF NON-IFRS FINANCIAL MEASURES AND RATIOS 
 
Adjusted EBITDA 

 For the Three Months Ended 
  March 31, 2026 March 31, 2025 

 $ $ 
Total comprehensive loss   (4,793,879)  (216,088) 
Add back:   

Interest income  (23,385)  (36,091) 
Interest and financing costs 211,499 222,009 
Depreciation and amortization 276,814 133,949 
Deferred income tax recovery  (2,822)  (2,822) 

EBITDA  (4,331,773)  100,957  
Adjustments:   

Expected credit loss1  34,445   -   
Non-recurring events  11,200   -   
Share-based compensation  4,112,836   36,846  

Adjusted EBITDA  (173,292)  137,803  
Adjusted EBITDA Margin % (2.9)% 4.2% 

 
Expected credit loss (“ECL”) provision is in accordance with IFRS 9 and pertains to loan receivables and accounts receivable 
balances. While this provision reflects assessed credit risks, the Company actively pursues recovery and anticipates that a 
portion of the gross receivables will be collected in 2026. Any subsequent collections of amounts previously provided under the 
ECL will be recognized as a recovery in the consolidated statement of income upon receipt 
 
FREE CASH FLOW 
 
“Free Cash Flow” is defined as cash provided by (used in) operating activities, adjusted for discontinued operations, less net 
additions to property and equipment, intangible assets and corporate acquisitions, and adjusted for non-recurring investing cash 
flows such as sublease proceeds. 
 

 For the Three Months Ended 
  March 31, 2026 March 31, 2025 

 $ $ 
Cash flow before non-cash working capital related to operations   (211,759)  83,264  
Net change in non-cash working capital related to operations  (728,011)  (239,344) 
Cash flow used in operating activities   (939,770)  (156,080) 
Cash flows from discontinued operating activities  6,916   36,362  
Net addition to property and equipment  (269,208)  (33,704) 
Net proceeds from sublease                           10,200   16,221  
Free Cash Flow  (1,191,862)  (137,201) 

 
COMPANY HIGHLIGHTS AND RESULTS OF OPERATIONS 
 
Happy Belly completed several key initiatives, QSR acquisitions and transactions that have enhanced overall operations over 
the past several years. Happy Belly has expanded its offerings, focused its business, created economies of scale within the 
operations and enhanced its financial growth plans while improving efficiencies across the system.   
 
Our strategic business investments and transactions completed in fiscal 2025 and Q1 2026 have already shown positive 
momentum and growth in top line revenues and positions us exceptionally well in our development pipeline for the remainder 
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of 2026 and future years. Total operating revenues, rebates, services, rent and interest income totalled $6.0M in the first quarter 
of fiscal 2026, up 82% versus the same quarter last year (2025 - $3.3M).  
 
 
RESULTS OF OPERATIONS - SELECTED FINANCIAL INFORMATION 
Summary of Quarterly Operating Metrics  
 
 

 Jun Sep Dec Mar Jun Sep Dec Mar 
(in thousands $) 2024 2024 2024 2025 2025 2025 2025 2026 
Product Sales 1,621 1,641 2,402 2,760 4,562 5,774  4,958   4,699  
Direct operating costs  851   781   1,005   1,250   2,078   2,883   3,794   2,591  
Gross Margin 770 860 1,396 1,510 2,484 2,891 1,164  2,108  
Gross Margin % 48% 52% 58% 55% 54% 50% 23% 45% 

Royalties & Fees 225 268 293 387 648 1,064  723   970 
QSR System Sales $7,553 $8,522 $8,888 $10,927 $16,165 $19,175 $16,880 $19,252 
# QSR Locations 26 35 43 50 61 73 77 87 

 
 
Product Sales 
 
Total product sales are primarily driven by restaurant sales from the QSR segment (dining, takeout and delivery).  Total product 
sales totalled $4.7M in the first quarter of 2026, up 101% versus the same quarter last year (2025 - $2.8M). The strong growth 
and increase were primarily a result of the organic growth of Heal Lifestyle and Rosie’s Burgers locations.  
 
Royalties & Fees 
 
Total royalties and fees are royalties collected (as a percentage of sales; 2.5% - 5%) and amortized franchised fees collected 
over the franchise term (10 years). Royalties and franchise fee revenues in the first quarter of fiscal 2026 reached $0.97M during 
the quarter, up 139% versus the same quarter last year (2025 - $0.39M), which was driven by an increase in royalties collected 
from both franchised and corporate restaurants added to the system. 
 
Total Operating Expenses  
 
Total operating expenses include the cost of sales (QSR and CPG), general and administration, salaries and wages, 
depreciation and amortization, expected credit loss and share-based compensation. Operating expenses in the first quarter of 
fiscal 2026 were $10.6M (2025 - $3.3M).  
 
The increase is primarily attributable to stock-based compensation of $4.1M vs $0.36M in the same period last year, as well as 
a proportionate increase of restaurant-level salaries and wages relative to the amount of stores opened and operating in Q1 
2026 vs Q1 2025. These increased costs are required to support new corporate store openings and to accommodate increased 
guest traffic across the network. The Company also incurred certain non-recurring legal expenses directly associated with these 
openings, reflecting the heightened level of development activity during the period.  
 
These expenditures align with the Company’s broader growth strategy and remain consistent with the thesis communicated to 
stakeholders. The investments made are deliberate and focused on enhancing the operational and financial infrastructure 
necessary to support accelerated growth from new restaurant openings, franchise agreements, construction activity, and 
planned expansion into the U.S. and Québec markets.  
 
The Company is also investing in systems and capabilities that ensure this growth is sustainable and scalable. This includes 
enhancements to technology platforms that support automation, financial reporting visibility, and operational execution, as well 
as investments in talent to fortify the core team and build the depth required for the next phase of expansion. Collectively, these 
initiatives represent purposeful, forward-looking investments designed to support national brand scaling while maintaining strong 
unit economics and ongoing value creation for shareholders. 
 
 
 
 
 
General and Administrative Expenses  
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 For the Three months ended 
  March 31, 2026 March 31, 2025 

 $ $ 
Legal and accounting  290,109   234,021  
Advertising and marketing  430,380   186,958  
Consulting  -    11,040  
Management  420,131   134,500  
Office and sundry  205,999   84,183  
Business development  103,862   52,186  
Compliance and regulatory  24,175   15,210  

Total general and administrative*   1,474,656   718,098  
*Excludes restaurant level salaries & wages and is shown separately on the statements of loss and comprehensive loss. 
 
 
Depreciation and Amortization expense 
 
Depreciation and amortization expense for the first quarter of fiscal 2026 was $0.28M, up 107% versus the same quarter last 
year (2025 - $0.13M). The increase is driven by capital assets from corporate stores.  
 
BUSINESS SEGMENT PERFORMANCE 
 
Each of the Company’s operating segments (QSR and CPG) are managed separately, as each requires different capabilities, 
technologies, marketing approaches and resources. All inter-segment transfers are carried out at arm’s length, based on prices 
charged to unrelated customers in stand-alone sales of identical goods or services. 
 
Quick Service Restaurants  
 
The following table shows the results of operations for the QSR segment: 
 
 
 For the Three months ended 
  March 31, 2026 March 31, 2025 
 $ $ 
Revenue   5,701,109   3,135,729  
Direct operating costs  2,498,595   1,202,681  
Gross profit  3,202,514   1,933,048  
Salaries and wages  1,560,015   976,079  
General and administrative  960,993   507,210  
Interest, depreciation and amortization  412,801   197,977  
Other expense (income)  (3,442)  13,566  
Net (loss) gain   272,147   238,216  

Segmented EBITDA  684,948   436,193  
 
The QSR segment of the Company is comprised of the following restaurant brands: Heal Lifestyle, Lettuce Love Café, Pirho 
Fresh Greek Grill, Joey Turks Island Grill, Rosie’s Burgers, Via Cibo Italian Street Food, Yolks Breakfast, Smile Tiger Coffee 
Roasters, Salus Fresh Foods, and IQ Foods. 
 
During the first quarter of 2026 total QSR revenues totalled $5.7M up 81.8% versus the same quarter last year (2025 - $3.2M). 
The increase was primarily driven by the organic and inorganic growth of Heal Lifestyle, and Rosie’s Burgers expansion 
throughout Canada. 
 
The QSR segment of Happy Belly continues to demonstrate strong revenue growth organically, combined with net new 
restaurant openings, resulting in an increase in both franchisee royalties and fees collected.  
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Consumer Product Goods 
 
The following table shows the results of operations for the CPG segment: 
 
 For the Three months ended 
  March 31, 2026 March 31, 2025 
 $ $ 
Revenue   135,351   150,980  
Direct operating costs  92,771   92,372  

Gross profit  42,580   58,608  
General and administrative  21,402   38,421  
Interest, depreciation and amortization  2,055   1,802  
Other expense (income)  -    2,131  

Net gain (loss)  19,123   16,254  

Segmented EBITDA  21,178   18,056  
 
 
The CPG segment of the Company is comprised of the Lumber Heads Food Co., producing snack foods. Revenues totalled 
$0.13M, down 10.4% versus the prior fiscal year (2025 - $0.15M).  
 
CPG segment EBITDA was $0.02M in the first quarter of fiscal 2026 up 17.3% versus the same quarter last year (2025 - 
$0.018M). The Company will continue to drive top-line revenue, sustain healthy operating margins, optimize distribution changes 
and reduce expenses to achieve continuous positive EBITDA. 
 
LIQUIDITY AND CAPITAL RESOURCES 
 
Cash and Working Capital  

  
 As at  

March 31, 2026 
As at  

December 31, 2025 
Total assets  17,152,546 14,356,830 
Total liabilities  11,408,185 11,767,759 
Working capital  4,826,869 499,943 

 

Total cash and cash equivalents remain healthy at $6.2M as of March 31, 2026 (2025 - $3.0M) driven by organic growth, as 
well as the exercise of both options and warrants within the first quarter of fiscal 2026.  
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SHARE-BASED COMPENSATION 
 
Strategic Transition to Phase II  
 
As the Company neared the successful completion of its initial five-year Phase I growth plan, originally launched in June 2021, 
management actively implemented Phase II of its corporate strategy-aligned growth plan in the fourth quarter of 2025. This next 
phase is focused on scaling the Company's current brand portfolio, acquiring additional cash-flow-positive businesses as part 
of its ongoing consolidation strategy within existing categories, and strategically expanding into new food categories to deliver 
long-term shareholder value. 
 
Executive Compensation and Equity Issuance  
 
To ensure leadership remains fully aligned with shareholder objectives during this next phase of growth, the Company’s 
Compensation Committee and Board of Directors have designed and approved a comprehensive, performance-based incentive 
plan. This plan utilizes a combination of stock options and performance warrants to be vested and triggered only upon the 
achievement of sustained business performance and significant share price appreciation. 
 
In Q4 2025, the Company issued an aggregate of 17,875,000 performance warrants to certain directors and officers. Each 
performance warrant entitles the holder to acquire one common share of the Company for a period of five years at a strike price 
of $2.00 per share, subject to vesting triggers and business performance requirements. 
 
In Q4 2025, the Company granted an aggregate of 12,187,500 stock options to certain directors and officers of the Company. 
The options are exercisable for a period of five years at a strike price of $2.00 per share, subject to vesting triggers and business 
performance requirements. 
 
Vesting is strictly conditional upon meaningful value creation for shareholders. Triggers require the achievement of sequential 
share price progression up to $10.00 per share, representing a significant market capitalization milestone. 
 
Equity grants are intricately tied to continued positive operational performance. Vesting conditions require demonstrable year-
over-year growth in royalty and franchise income, alongside sustained positive Adjusted EBITDA. 
 
Vesting provisions mandate that executives and board members remain actively employed or continue serving on the board at 
the time milestone achievements are realized, reinforcing long-term commitment to the Company’s operational execution. 
 
Upon full vesting of the granted instruments, executives and directors will be required to invest over $60 million in capital back 
into the Company to fully exercise their options and warrants, thereby directly linking leadership’s financial commitment to the 
ongoing success of the business. 
 
Equity Grant Summary 
 

Recipient Issued Amount Vehicle Vesting Trigger (Share Price) Strike Price 

Sean Black 
CEO, Director 

10,125,000 Options 
 

$3, $4, $5 $2.00 

16,875,000 Performance Warrants 
 

                  $6, $7, $8, $9, $10 $2.00 

Randall Papineau 
CRO 

1,000,000 Options $3, $4, $5, $6, $7, $8, $9, $10 $2.00 

John Delutis 
COO 

1,000,000 Options $3, $4, $5, $6, $7, $8, $9, $10 $2.00 

Shawn Moniz 
President, Director 

250,000 Performance Warrants $3, $4, $5, $6, $7, $8, $9, $10 $2.00 

Dan Haroun 
Director 

250,000 Performance Warrants $3, $4, $5, $6, $7, $8, $9, $10 $2.00 

Alex Rechichi 
Chairman, Director 

250,000 Performance Warrants $3, $4, $5, $6, $7, $8, $9, $10 $2.00 

Matt Appleby 
Director 

250,000 Performance Warrants $3, $4, $5, $6, $7, $8, $9, $10 $2.00 

 
 
The table above details the equity grants for the year ended December 31, 2025. Subsequent to year-end, effective February 
28, 2026, Kevin Cole’s performance warrants were assigned to Matt Appleby.   
 
Accounting Treatment 
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Management applied IFRS 2 guidelines to establish an implicit five-year service period for share-based compensation. As the 
awards do not have an explicit vesting schedule, this estimated timeframe aligns with both the contractual life of the instruments 
and management's strategic plan for achieving these significant market-based performance targets, ensuring the financial 
reporting reflects the economic substance of the long-term growth strategy. 
 
For expense recognition, the Company uses a graded vesting approach, treating each share price milestone as a distinct 
tranche. Because lower price targets have a higher probability of early achievement, this method results in a front-loaded 
compensation expense profile that accurately captures the delivery of value. The fair value of these instruments was established 
at the grant date using a probability-weighted approach and is not subsequently remeasured for market conditions. Throughout 
the five-year period, compensation expense is recognized and adjusted only for actual forfeitures and non-market conditions, 
such as continued employment and operational business metrics. 
 

Year  Warrants Options Total 
 $ $ $ 

2025  1,395,612   2,297,038   3,692,650  
2026  9,707,204   5,337,208   15,044,412  
2027  5,356,353   2,935,235   8,291,588  
2028  3,069,914   1,775,686   4,845,600  
2029  1,933,630   980,535   2,914,165  
2030  822,760   380,455   1,203,215  
Total  22,285,473   13,706,157   35,991,630  

 
Share Purchase Warrants 
 
A continuity of the share purchase warrants is summarized as follows: 
 

 March 31, 2026 December 31, 2025 
 

Number of 
warrants 

Weighted 
average 

exercise price 
$ 

Number of 
warrants 

Weighted 
average 

exercise price 
$ 

Warrants outstanding, beginning of year  45,203,333   0.92   26,995,000   0.20  
Issued  -    -    18,208,333   1.99  
Exercised (13,333,333)  0.23   -    -   
Warrants outstanding, end of year  31,870,000   1.21   45,203,333   0.92  

 
The Company’s weighted average share price for the period ended March 31, 2026 was $1.81 (2025- $1.38). 
 
On November 12, 2025, the Company issued 1,000,000 performance warrants at an exercise price of $2.00 per share to 
members of its board of directors. The options expire on November 12, 2030, and shall vest upon reaching certain market and 
business conditions.   
On November 12, 2025, the Company issued 16,875,000 performance warrants at an exercise price of $2.00 per share to the 
Company CEO. The options expire November 12, 2030, and shall vest upon certain market and business conditions.  
 
The Company recognized $2,563,369 during the period (Year ended December 31, 2025 - $1,395,612) in share-based 
compensation on performance warrants. 
 
As at March 31, 2026, the Company had outstanding warrants as follows: 

Expiry date 
Exercise Price 

$ Remaining life (years)  
Warrants  

outstanding 
June 18, 2026  0.20   0.22   13,995,000  
November 12, 2030  2.00   4.62   1,000,000  
November 12, 2030  2.00   4.62   16,875,000  
  0.92    31,870,000  

 
 
 
 
 
Stock Options 
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The Company has a stock option plan and restricted share unit plan that allows it to grant options to its directors, officers, 
employees, and consultants, provided that the aggregate number of options granted shall not at any time exceed 15% of the 
total number of issued and outstanding common shares of the Company. 
 
A summary of the Company’s stock option transactions is presented below: 
 

 March 31, 2026 December 31, 2025 

  
Number of 

options 

Weighted 
average 

exercise price 
$ 

Number of 
options 

Weighted 
average 

exercise price 
$ 

Options outstanding, beginning of year  17,772,500   1.58   4,170,000   0.43  
Granted  -    -    14,187,500   1.87  
Exercised (915,000)  0.68  (585,000)  0.49  
Options outstanding, end of year  16,857,500   1.63   17,772,500   1.58  

 
The Company’s weighted average share price for the period ended March 31, 2026 was $1.81 (2025- $1.38). 
 
The share options outstanding as at December 31, 2025 are as follows:  
 

Grant date 
Number of options 

outstanding 
Exercise price 

$ Expiry date 
April 20, 2023  985,000   0.20  April 20, 2028 
May 10, 2024  1,000,000   0.40  June 18, 2026 
May 24, 2024  480,000   0.50  June 18, 2026 
July 3, 2024  480,000   0.75  July 3, 2027 
April 7, 2025  725,000   1.11  June 18, 2026 
April 15, 2025  1,000,000   1.14  June 18, 2026 
October 3, 2025  10,125,000   2.00  October 3, 2030 
October 3, 2025  2,000,000   2.00  October 3, 2030 
October 3, 2025  62,500   1.50  October 3, 2030 
  16,857,500   1.63   

 
The Company recognized $1,549,467 during the period (Year ended December 31, 2025 - $ 2,297,037) in share-based 
compensation on performance options. 
 
Outstanding Share Data 
 
The Company shares trade on the CSE and on the OTCQB market exchange in the US under the symbol “HBFG”. As at 
March 31, 2026, the Company had 148,249,266 shares issued and outstanding (December 31, 2025 – 134,000,933). 
 
The following is a summary of the share transactions: 

  Number   Amount ($) 
 Balance at December 31, 2025  134,000,933  45,667,234  
 Stock options exercise   915,000  854,428  
 Stock warrants exercise   13,333,333   4,725,583  
 Balance at March 31, 2026  148,249,266  51,247,245  
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RELATED PARTY TRANSACTIONS 
 
The Company incurred the following transactions with companies that are controlled by directors and officers of the Company: 
 

 
Period ended 

March 31, 2026 
Year ended 

December 31, 2025 
 $ $ 
Consulting and other fees  289,911   735,399  
Share-based compensation   4,112,836   3,692,650  
  4,402,747   4,428,049  

 
*Consulting and other fees include annual compensation for Chief Executive Officer (“CEO”), Chief Operating Officer (“COO”), 
Chief Restaurant Officer (“CRO”), and Chief Financial Officer(“CFO”).  
 
As at March 31, 2026, the Company had a net amount of $7,391 balance owing (December 31, 2025 - $7,891) to its related 
parties and $125,000 convertible debentures payable to the President of the Company.  
 
As at March 31, 2026, the Company had a receivable of $165,123 (December 31, 2025 - $128,717) from one of the Heal 
franchisees that is related by the virtue of being controlled by the Board Chair (Alex Rechichi) and CRO (Randall Papineau). 
This receivable relates to invoices for franchise and related fees that were issued in the normal course of business. 
 
ADDITIONAL INFORMATION 
 
Off-Balance Sheet Arrangements 
 
The Company does not utilize off-balance sheet transactions. 
 
Legal proceedings 
 
As of the date of this MD&A, management is not aware of any legal proceedings involving the Company. 
 
Commitments - Contingent liabilities 
 
As of the date of this MD&A, management is not aware of any outstanding contingent liabilities or commitments relating to the 
Company’s activities. 
 
FINANCIAL RISK MANAGEMENT 
 
The Company’s risk exposures and the impact on the Company’s financial instruments are summarized below: 
 
Credit risk 
 
Credit risk is the risk that one party to a financial instrument will fail to discharge an obligation and cause the other party to incur 
a financial loss. The maximum credit risk that the Company is exposed to is the carrying value of the cash and cash equivalents, 
accounts receivable and other receivables. Credit risk exposure to cash and cash equivalents is minimized substantially by 
ensuring that cash is held with credible financial institutions. The Company mitigates the credit risk associated with accounts 
receivable by establishing relationships with creditworthy purchasers. Other receivables mostly relate to amounts receivable 
from long-term investors in the Company; the Company mitigates the credit risk by only establishing relationships with 
creditworthy investors. 
 

 Current 1-30 31-60 61-90 91 and over 

Expected loss rate 0.0% 0.0% 0.0% 0.0% 25.3% 
Gross carrying amount  1,139,943   218,608   280,324   183,171   817,269  
Loss allowance provision, 
end of year  -    -    -    -    206,622  
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Liquidity risk  
 
Liquidity risk is the risk that the Company will encounter difficulty in raising funds to meet commitments associated with financial 
instruments and business development.  The Company manages liquidity risk by maintaining adequate cash balances. 
 
The Company’s expected source of cash flow in the upcoming year will be through cash on hand and revenue generation.  Cash 
on hand at March 31, 2026, and expected cash flows for the next 12 months are sufficient to fund the Company’s ongoing 
operational needs.  
 
Based on the contractual obligations of the Company as at March 31, 2026, cash outflows of those obligations are estimated 
and summarized as follows: 
 

Payment due by year 2026 2027 2028 and beyond Total 
 $ $ $ $ 
Accounts payable and accrued liabilities  3,644,718   -    -    3,644,718  
CEBA loan*  54,005   -    -    54,005  
Lease liabilities  1,117,026   995,036   4,350,054   6,462,116  
Convertible debentures*  -    -    1,645,000   1,645,000  
   4,815,749   995,036   5,995,054   11,805,839  

*Amounts do not include interest payable. 
 
Market risk 
 
Market risk is the risk of loss that may arise from changes in market factors such as interest rates and foreign exchange rates.   
 
(a) Interest rate risk 
 
Interest rate risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate because of changes in 
market interest rates. The Company is exposed to interest risk as its Scotiabank CEBA loan has a variable interest rate. The 
Company does not believe the exposure to interest rate risk is significant. When assessing interest rate risk, the Company 
believes 1% volatility is a reasonable measure. The effect of a 1% change in interest rates would have had an immaterial impact 
on the Company’s net earnings for the period ended March 31, 2026. 
 
(b) Foreign currency risk 
 
Foreign currency risk is the risk that the fair value of future cash flows of a financial instrument will fluctuate due to changes in 
foreign exchange rates.  The Company is exposed to foreign currency risk to the extent that monetary assets and liabilities are 
denominated in foreign currency. Foreign currency risk is assessed as low as the Company has no material expenses 
denominated in foreign currencies. 
 
CAPITAL RISK MANAGEMENT 
 
The Company’s policy is to maintain a strong capital base to maintain investor and creditor confidence and to sustain future 
development of the business. The capital structure of the Company consists of equity. There were no changes in the Company’s 
approach to capital management during the period. The Company is not subject to any externally imposed capital requirements. 
The Company has been successful in raising or borrowing additional capital in the past and intends to continue with the issuance 
of securities or the borrowing of capital to finance its operations if required.  

CAPITAL DISCLOSURE 

The Company manages its capital structure and adjusts it based on the funds available to the Company for daily operations, 
long-term stability, and in support of M&A activities. The Board does not establish quantitative return on capital criteria for 
management but rather relies on the expertise of the Company’s management to acquire and sustain future development of a 
business. Management reviews its capital management approach on an ongoing basis and believes that this approach, given 
the relative size of the Company, is reasonable. There were no changes in the Company’s approach to capital management 
during the current period. The Company is not subject to externally imposed capital requirements 

MANAGEMENT’S RESPONSIBILITY FOR FINANCIAL INFORMATION 

The Company's financial statements and the other financial information included in this management report are the responsibility 
of the Company's management and have been examined and approved by the Board. The financial statements were prepared 
by management in accordance with IFRS and include certain amounts based on management’s best efforts using careful 
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judgment. The selection of accounting principles and methods is management’s responsibility. 
 
Management recognizes its responsibility for conducting the Company’s affairs in a manner to comply with the requirements of 
applicable laws and established financial standards and principles, and for maintaining proper standards of conduct in its 
activities. The Board supervises the financial statements and other financial information through its appointed audit committee 
members. 

The Audit Committee’s role is to examine the financial statements and recommend that the Board approve them, to examine 
the internal control and information protection systems and all other matters relating to the Company’s accounting and finances. 
In order to do so, the Audit Committee meets annually with the external auditors, with or without the Company’s management, 
to review their respective audit plans and discuss the results of their examination. Identified control deficiencies or material 
weaknesses are shared with the committee. As such, any control remedies will be discussed and actioned as appropriate by 
the Company. 2025 deficiencies include the Company’s accounting team being understaffed and not formalizing reconciliations 
to support the consolidated financial statements. The Company will continue to enhance internal control processes and assess 
the organizational structure, particularly within the accounting function. The Audit Committee is responsible for recommending 
the appointment of the external auditors or the renewal of their engagement. 

DIRECTORS 

Certain directors of the Company are also directors, officers and/or shareholders of other companies. Such associations may 
give rise to conflicts of interest from time to time. The directors of the Company are required to act in good faith with a view to 
the best interests of the Company and to disclose any interest which they may have in any project opportunity of the Company. 
If a conflict of interest arises at a meeting of the Board, any directors in a conflict will disclose their interests and abstain from 
voting in such matters. In determining whether or not the Company will participate in any project or opportunity, the directors 
will primarily consider the degree of risk to which the Company may be exposed and its financial position at the time. 

As of the date of this MD&A, May 12, 2026, the directors of the Company are Sean Black, Shawn Moniz, Alex Rechichi, Matt 
Appleby and Dan Haroun. 


