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Item 4.02. Non-Reliance on Previously Issued Financial Statements or a Related Audit Report or Completed Interim
Review
 
On December 12, 2019 the Board of Directors (the “Board”) of DAVIDsTEA Inc., a corporation incorporated under the Canada
Business Corporations Act (the “Company”), upon the recommendation of the Company’s Audit Committee, determined that the
Company will restate its unaudited condensed interim consolidated financial statements and related footnote disclosures for the
quarters ended May 4, 2019 and August 3, 2019 contained in its Quarterly Reports on Form 10-Q (the “Affected Financial
Statements”). In light of the restatement, investors should no longer rely upon the Affected Financial Statements.
 
Description of Error
 
During the course of management’s financial statement close process for the quarter ended November 2, 2019, accounting errors
were identified in the assessment of impairment indicators upon completing the store impairment analysis under IAS 36,
Impairment of Assets (“IAS 36”), subsequent to the adoption of IFRS 16, Leases (“IFRS 16”). Upon further review, management
determined that, pursuant to IFRS standards, its financial statements would be more relevant and reliable had they applied IAS 36
as of the date of initial adoption, instead of applying an available practical expedient. In addition, when appropriately performing
the assessment of impairment indicators with respect to the right-of-use assets (“ROU assets”) as at May 4, 2019 and August 3,
2019, certain impairment charges were identified related to the second quarter ended August 3, 2019.
 
The changes to the Affected Financial Statements result in (i) a non-cash impact on the opening deficit within total equity upon the
initial adoption of IFRS 16 and (ii) impairment charges for the three and six-month periods ended August 3, 2019, offset by the
ongoing impact related to lower depreciation of the ROU assets, respectively. The Company determined that these changes have a
material impact on the as filed condensed interim consolidated financial statements as at and for the three-month period ended May
4, 2019, and the three and six-month periods ended August 3, 2019, and as a result, the Affected Financial Statements are being
restated.
 
Based on the impairment test performed at February 3, 2019 as part of the restatement, the Company’s restated ROU assets
impairment was understated as compared to the application of the practical expedient, which resulted in the previously-recognized
onerous lease provisions of $19,154,000 being offset against the ROU assets recognized on transition. The difference that results
from performing an IAS 36 impairment test at February 3, 2019 and the application of the practical expedient related to onerous
leases results from a difference in the application of certain assumptions required under the two standards. As a result of these
differences, in connection with the restatement, the Company will increase the deficit within total equity, reduce the initial value of
the ROU assets, and decrease amortization expense in the three-month periods ended May 4, 2019 and August 3, 2019.
 
Internal Control Over Financial Reporting
 
The Board has also, upon recommendation of the Audit Committee, concluded that the Company has a material weakness in its
internal control over financial reporting as of May 4, 2019 related to a design deficiency in the assessment of impairment indicators
upon completing the store impairment analysis under IAS 36, subsequent to the adoption of IFRS 16. As a result of the material
weakness, the Board, upon recommendation of the Audit Committee, has concluded that the Company’s internal control over
financial reporting and disclosure controls and procedures were ineffective as of May 4, 2019.
 
Timing of Restatement
 
The Company is working diligently to complete the restatement of its financial statements. Substantially concurrently with this
Form 8-K, the Company is filing a Form 12b-25 seeking an extension of the deadline for its Quarterly Report on Form 10-Q for the
period ended November 2, 2019 (the “Q3 Form 10-Q”).
 
The Company intends to file the following as soon as practicable (i) an amendment to its Quarterly Report on Form 10-Q for the
period ended May 4, 2019 to restate its unaudited condensed consolidated financial statements and related financial information at
May 4, 2019 and to amend certain other items within that report, (ii) an amendment to its Quarterly Report on Form 10-Q for the
period ended August 3, 2019 to similarly restate its unaudited condensed consolidated financial statements and related financial
information at August 3, 2019 and to amend certain other items within that report, and (iii) the Q3 Form 10-Q.
 
The Company’s management and the Audit Committee have discussed the matters disclosed in this Form 8-K with the Company’s
independent registered public accounting firm, Ernst & Young LLP.
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Item 7.01 Regulation FD Disclosure
 
On December 18, 2019, the Company issued a press release announcing the restatement of previously issued financial statements.
 
The information in this Item 7.01 and Exhibit 99.2 attached hereto is intended to be furnished and shall not be deemed “filed” for
purposes of Section 18 of the Securities Exchange Act of 1934 (the “Exchange Act”) or otherwise subject to the liabilities of that
section, nor shall it be deemed incorporated by reference in any filing under the Securities Act of 1933 or the Exchange Act, except
as expressly set forth by specific reference in such filing.
 
Item 9.01. Financial Statements and Exhibits
 
(d) Exhibits.
 
Exhibit No.  Description

 
99.1  Press Release, dated December 18, 2019
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SIGNATURE
 

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.
 

DAVIDsTEA INC.
 

Date: December 18, 2019 By: /s/ Frank Zitella  
Name: Frank Zitella  
Title: Chief Financial and Operating Officer
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EXHIBIT 99.1
 

 
DAVIDsTEA ANNOUNCES RESTATEMENT OF PREVIOUSLY ISSUED INTERIM FINANCIAL

STATEMENTS TO REFLECT UNRECORDED NON-CASH IMPAIRMENT CHARGES AS WELL AS A
REDUCTION IN AMORTIZATION EXPENSES

 
ANNOUNCES A DELAY IN FILING OF ITS THIRD QUARTER FINANCIAL RESULTS

 
Montréal, Québec – December 18 2019 - DAVIDsTEA Inc. (Nasdaq:DTEA), a leading tea merchant and expert in North
America, today announced that its Board of Directors, following the recommendation of the Audit Committee, is restating its
previously-issued interim condensed consolidated financial statements for the quarterly periods ended May 4, 2019 and August 3,
2019 to reflect the restatement resulting from an error in monitoring IAS 36 impairment triggers post-adoption of IFRS 16, Leases
and a change in the elections applied upon initial adoption of IFRS 16, Leases on February 3, 2019. The previously filed unaudited
condensed interim consolidated financial statements for the quarterly periods ended May 4, 2019 and August 3, 2019 should no
longer be relied upon.
 
The Company is filing today with the United States Securities and Exchange Commission a Form 8-K containing additional
information about the restatement of financial statements and associated disclosures. The restatement only impacts non-cash
impairment charges, amortization expenses, deficit at February 3, 2019, and the balance of right-of-use assets, but it does not affect
other aspects of the Company’s previously reported financial statements.
 
The Company intends to delay the filing of its Quarterly Report on Form 10-Q for the period ended November 2, 2019. The
Company expects to file the following as soon as practicable (i) an amendment to its Quarterly Report on Form 10-Q for the period
ended May 4, 2019 to restate its unaudited condensed consolidated financial statements and related financial information at May 4,
2019 and to amend certain other items within that report, (ii) an amendment to its Quarterly Report on Form 10-Q for the period
ended August 3, 2019 to similarly restate its unaudited condensed consolidated financial statements and related financial
information at August 3, 2019 and (iii) its Quarterly Report on Form 10-Q for the period ended November 2, 2019.
 
About DAVIDsTEA
 
DAVIDsTEA is a leading retailer of specialty tea, offering a differentiated selection of proprietary loose-leaf teas, pre-packaged
teas, tea sachets and tea-related gifts, accessories and food and beverages through over 230 company-owned and operated
DAVIDsTEA retail stores in Canada and the United States, as well as through its e-commerce platform at davidstea.com. A
selection of DAVIDsTEA products are also available in grocery stores across Canada through its growing wholesale distribution
channel. The Company is headquartered in Montréal, Canada.
 
Forward-Looking Statements
 
This press release contains forward-looking statements within the meaning of the Private Securities Litigation Reform Act of 1995
and Section 21E of the Securities Exchange Act of 1934. Such statements may be preceded by the words “intends,” “may,” “will,”
“plans,” “expects,” “anticipates,” “projects,” “predicts,” “estimates,” “aims,” “believes,” “hopes,” “potential” or similar words.
These forward-looking statements are based on our current assumptions, expectations and beliefs and are subject to substantial
risks, estimates, assumptions, uncertainties and changes in circumstances that may cause the Company’s actual results, performance
or achievements, as well as the Company’s expectations regarding materiality or significance and the restatement’s quantitative
effects, to differ materially from those expressed or implied in any forward-looking statement. Factors that could cause actual
results to differ materially from those in the forward-looking statements include, but are not limited to, the risk that additional
information may arise from the Company’s and its audit committee’s internal review, the risk that the process of preparing and
auditing the restated financial statements or other subsequent events would require the Company to make additional adjustments
and the time and effort required to complete the restatement of its financial statements, whether the reassessment of the Company’s
internal controls over financial reporting could lead the Company to conclude that there were deficiencies in its internal control
over financial reporting that constitute material weaknesses; the Company’s responses to potential comments from the SEC;
adverse effects on the Company’s business and operations as a result of increased regulatory, media or financial reporting issues
and practices, rumors or otherwise; the costs and expenses of the restatement; the initiation of legal proceedings; the volatility of
the Company’s stock price; and other risks described more fully in the Company’s filings with the SEC. Because the risks,
estimates, assumptions and uncertainties referred to above could cause actual results or outcomes to differ materially from those
expressed in any forward-looking statements, you should not place undue reliance on any forward-looking statements. Any
forward-looking statement speaks only as of the date hereof, and, except as required by law, the Company assumes no obligation
and does not intend to update any forward-looking statement to reflect events or circumstances after the date hereof.
 
Investor Contact Media Contact
MaisonBrison Communications PELICAN PR
Pierre Boucher Lyla Radmanovich
514.731.0000 514.845.8763
investors@davidstea.com media@rppelican.ca
 


