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Cannabis is largely regulated at the state level in the United States in states that allow the recreational and/or 
medical use of cannabis. State laws regulating cannabis are in direct conflict with the CSA, as under U.S. 
federal law, the possession, use, cultivation, and transfer of cannabis and any related drug paraphernalia, 
unless subject to an exemption, is illegal and any such acts are criminal acts under federal law. The 
Supremacy Clause of the United States Constitution establishes that the United States Constitution and 
federal laws made pursuant to it are paramount and in case of conflict between federal and state law, the 
federal law shall apply.

On August 29, 2013, Deputy Attorney General James M. Cole distributed the “Guidance Regarding 
Marijuana Enforcement,” the (“Cole Memorandum”) which listed the eight enforcement priorities that are of 
particular importance to the Department of Justice when considering cannabis-related prosecutions. On 
January 4, 2018, U.S. Attorney General Jeff Sessions issued a memorandum to U.S. district attorneys which 
rescinded previous guidance from the U.S. Department of Justice specific to cannabis enforcement in the 
United States, including the Cole Memorandum. With the Cole Memorandum rescinded, U.S. federal 
prosecutors have been instructed to “weigh all relevant considerations, including federal law enforcement 
priorities set by the Attorney General, the seriousness of the crime, the deterrent effect of criminal 
prosecution, and the cumulative impact of particular crimes on the community.”1 On November 7, 2018, at 
President Donald Trump’s request, Jeff Sessions resigned from his position as Attorney General, and his 
Chief of Staff, Matthew Whitaker, a former U.S. Attorney for the Southern District of Iowa, was appointed 
Acting Attorney General.  It is unclear how this change may impact the state-legal cannabis industry in the 
U.S.

There is no guarantee that state laws legalizing and regulating the sale and use of cannabis will not be 
repealed or overturned, or that local governmental authorities will not limit the applicability of state laws 
within their respective localities. Unless and until the United States Congress amends the CSA with respect to 
cannabis, there is a risk that federal authorities may enforce current federal law. If the federal government 
begins to enforce federal laws relating to cannabis in states where the sale and use of cannabis is currently 
legal, or if existing applicable state laws are repealed or curtailed, TILT Holdings Inc.’s business, operations, 
financial condition and prospects would be materially adversely affected. See Section 17 of this Listing 
Statement – Risk Factors for additional information on this risk.

In light of the political and regulatory uncertainty surrounding the treatment of U.S. cannabis-related 
activities, including the rescission of the Cole Memorandum discussed above, on February 8, 2018 the 
Canadian Securities Administrators published a staff notice (Staff Notice 51-352) setting out the Canadian 
Securities Administrator’s disclosure expectations for specific risks facing issuers with cannabis-related 
activities in the United States. Staff Notice 51-352 confirms that a disclosure-based approach remains 
appropriate for issuers with U.S. cannabis-related activities. Staff Notice 51-352 includes additional 
disclosure expectations that apply to all issuers with U.S. cannabis-related activities, including those with 
direct and indirect involvement in the cultivation and distribution of cannabis, as well as issuers that provide 
goods and services to third parties involved in the U.S. cannabis industry.

Please see the table of concordance under Section 3 of this Listing Statement – General Development of the 
Business – Trends, Commitments, Events, or Uncertainties for further information on the material facts, risks 
and uncertainties related to U.S. issuers with marijuana-related activities.

                                                          

1 See Sessions Memorandum https://www.justice.gov/opa/press-release/file/1022196/download



CAUTIONARY STATEMENTS

Forward-Looking Information

Certain statements contained or incorporated by reference in this Listing Statement are forward-looking statements, 
including, but not limited to, those relating to the Business Combination, information concerning the Resulting 
Issuer, the entering into of definitive agreements and closing the transactions contemplated by the non-binding 
letters of intent set out under the heading “General Development of the Business – Financing”, and other statements 
that are not historical facts. These statements are based upon certain material factors, assumptions and analyses that 
were applied in drawing a conclusion or making a forecast or projection, including the Resulting Issuer’s experience 
and perceptions of historical trends, current conditions and expected future developments, as well as other factors 
that are believed to be reasonable in the circumstances.

Forward-looking statements are provided for the purpose of presenting information about management’s current 
expectations and plans relating to the future and readers are cautioned that such statements may not be appropriate 
for other purposes. These statements may include, without limitation, statements regarding the operations, business, 
financial condition, expected financial results, performance, prospects, opportunities, priorities, targets, goals, 
ongoing objectives, milestones, strategies and outlook of the Resulting Issuer, including but not limited to those 
statements under the headings “General Development of the Business”, “Narrative Description of the Business”, and
“Risk Factors”. Forward-looking statements include statements that are predictive in nature, depend upon or refer to 
future events or conditions, or include words such as “pro forma”, “expects”, “anticipates”, “plans”, “believes”, 
“estimates”, “intends”, “targets”, “projects”, “forecasts”, “seeks”, “likely” or negative versions thereof and other 
similar expressions, or future or conditional verbs such as “may”, “will”, “should”, “would” and “could”. Examples 
of the assumptions underlying the forward-looking statements contained herein include, but are not limited to those 
related to: the receipt of all necessary consents and approvals (including, without limitation, CSE and regulatory) for 
the Business Combination, the ability of the Resulting Issuer and its Subsidiaries to obtain regulatory approval in all 
states of operation for the commercial arrangements described herein, the ability of the Resulting Issuer to obtain 
necessary financing to pursue its business plans, the achievement of goals, the obtaining of all necessary permits and 
governmental approvals, as well as expectations regarding availability of equipment, skilled labour and services 
needed for cannabis operations, intellectual property rights, development, operating or regulatory risks, trends and 
developments in the cannabis industry, business strategy and outlook, expansion and growth of business and 
operations:

 the timing and amount of capital expenditures; 
 future exchange rates; 
 the granting and timing of a state or local cannabis license;
 the impact of increasing competition; 
 conditions in general economic and financial markets; 
 access to capital; 
 future operating costs; 
 government regulations, including future legislative and regulatory developments involving medical and 

recreational cannabis and the timing thereto; 
 the effects of regulation by governmental agencies; 
 the anticipated changes to laws regarding the recreational use of cannabis; 
 the demand for cannabis products and corresponding forecasted increase in revenues; and
 the size of the medical cannabis market and the recreational cannabis market.

Other assumptions on which the forward-looking information contained herein is predicated are set out in this 
Listing Statement and the documents incorporated by reference herein.

By its nature, forward-looking information is subject to risks and uncertainties, and there are a variety of material 
factors, many of which are beyond the control of the Resulting Issuer, that may cause actual outcomes to differ 
materially from those discussed in the forward-looking statements. These factors include, but are not limited to: 
receipt of all necessary consents and approvals; capital expenditures; costs and timing of operations; costs associated 
with environmental liabilities; requirements for additional capital; future prices of cannabis; failure of plant, 
equipment or processes to operate as anticipated; accidents, labour disputes and other risks of the cannabis industry; 
delays in obtaining governmental approvals, permits or financing or in the completion of development or 
construction activities; title disputes; claims limitations on insurance coverage; risks related to the integration of 



- ii -

acquisitions; fluctuations in the spot and forward price of certain commodities (such as diesel fuel and electricity); 
changes in national and local government legislation, taxation, controls, regulations and political or economic 
developments in the countries where the Resulting Issuer may carry on business in the future; the speculative nature 
of cannabis operations, which include, but are not limited to:

 volatility in market prices for cannabis;
 fluctuations in foreign exchange or interest rates and stock market volatility;
 liabilities inherent to cannabis operations;
 risks relating to medical and recreational cannabis; 
 cultivation, extraction and distribution problems;
 competition for, among other things, capital, licences and skilled personnel;
 risks relating to the timing of legalization of recreational cannabis; and
 changes in laws relating to the cannabis industry;

and management’s success in anticipating and managing the foregoing factors, as well as the risks described under 
“Risk Factors” and other risks set out in this Listing Statement and the documents incorporated by reference herein.

These risk factors are not intended to represent a complete list of the risk factors that could affect the Resulting 
Issuer. Although the Resulting Issuer has attempted to identify in this Listing Statement important factors that could 
cause actual actions, events or results to differ materially from those described in the forward looking statements 
included herein, there may be other factors that cause actions, events or results not to be as anticipated, estimated or 
intended, and there can be no assurance that the forward-looking statements in this Listing Statement will prove to 
be accurate. Accordingly, readers should not place undue reliance on forward-looking statements in this Listing 
Statement. All of the forward-looking statements made in this Listing Statement are qualified by these cautionary 
statements.

These forward-looking statements are made as of the date of this Listing Statement and, other than as specifically 
required by law, the Resulting Issuer does not assume any obligation to update or revise any forward-looking 
statement to reflect events or circumstances after the date on which such statement is made, or to reflect the 
occurrence of unanticipated events, whether as a result of new information, future events or results, or otherwise.

Information Contained in this Listing Statement

The information contained in this Listing Statement is given as at November 22, 2018, except where otherwise noted 
and except that information in documents incorporated by reference is given as of the dates noted therein. No person 
has been authorized to give any information or to make any representation in connection with the Business 
Combination and other matters described herein other than those contained in this Listing Statement and, if given or 
made, any such information or representation should be considered not to have been authorized by the Resulting 
Issuer.

This Listing Statement does not constitute the solicitation of an offer to purchase, or the making of an offer to sell, 
any securities or the solicitation of a proxy by any person in any jurisdiction in which such solicitation or offer is not 
authorized or in which the person making such solicitation or offer is not qualified to do so or to any person to 
whom it is unlawful to make such solicitation or offer.

Information contained in this Listing Statement should not be construed as personal legal, tax or financial advice to 
any person and Resulting Issuer Shareholders are urged to consult their own professional advisors in connection 
therewith.

Descriptions in this Listing Statement of the terms of the Business Combination Agreement and the Plan of 
Arrangement are summaries of the terms of those documents and are qualified in their entirety by such terms. You 
should refer to the full text of each of the Business Combination Agreement and the Plan of Arrangement for 
complete details of those documents. The full text of the Business Combination Agreement is available on SVT’s 
SEDAR profile at www.sedar.com and from the Resulting Issuer at (647) 777-1744 or 
mark.herron@svhcanada.com, and the full text of the Plan of Arrangement is available in Schedule “N” of the 
Information Circular available on SVT’s SEDAR profile at www.sedar.com and from the Resulting Issuer at (647) 
777-1744 or mark.herron@svhcanada.com.
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Note to U.S. Securityholders

THE SECURITIES ISSUABLE IN CONNECTION WITH THE BUSINESS COMBINATION HAVE NOT BEEN 
APPROVED OR DISAPPROVED BY THE UNITED STATES SECURITIES AND EXCHANGE COMMISSION 
OR SECURITIES REGULATORY AUTHORITIES OF ANY STATE, NOR HAS THE UNITED STATES 
SECURITIES AND EXCHANGE COMMISSION OR THE SECURITIES REGULATORY AUTHORITIES OF 
ANY STATE PASSED UPON THE ADEQUACY OR ACCURACY OF THIS INFORMATION CIRCULAR. 
ANY REPRESENTATION TO THE CONTRARY IS A CRIMINAL OFFENSE.

The Resulting Issuer Common Shares, Resulting Issuer Compressed Shares, Resulting Issuer Replacement Options 
for Common Shares and Resulting Issuer Replacement Options for Compressed Shares issued by the Resulting 
Issuer pursuant to the Business Combination have not been and will not be registered under the U.S. Securities Act 
or the securities laws of any state of the United States and were issued in reliance on the Section 3(a)(10) Exemption 
and corresponding exemptions under the securities laws of each state of the United States in which U.S. 
Shareholders are domiciled. Section 3(a)(10) of the U.S. Securities Act exempts from registration the offer and sale 
of a security that is issued in exchange for outstanding securities and other property where, among other things, the 
fairness of the terms and conditions of such exchange are approved after a hearing upon the fairness of such terms 
and conditions at which all persons to whom it is proposed to issue securities in such exchange have the right to 
appear by a court or governmental authority expressly authorized by law to grant such approval and to hold such a 
hearing. Accordingly, the Final Order constitutes a basis for the exemption from the registration requirements of the 
U.S. Securities Act with respect to the Resulting Issuer Common Shares, Resulting Issuer Compressed Shares, 
Resulting Issuer Replacement Options for Common Shares and Resulting Issuer Replacement Options for 
Compressed Shares issued in connection with the Business Combination. See “The Business Combination – Court 
Approval of the Business Combination” in the Information Circular, available on SVT’s SEDAR profile at 
www.sedar.com and from the Resulting Issuer at (647) 777-1744 or mark.herron@svhcanada.com.

The Resulting Issuer Common Shares and the Resulting Issuer Compressed Shares held by the Resulting Issuer
Shareholders following completion of the Business Combination, except those certain Resulting Issuer Common 
Shares and Resulting Issuer Compressed Shares issued to U.S. persons who are “affiliates” of TILT or SVT at the 
time the Plan of Arrangement was submitted for vote or consent by the TILT Shareholders or SVT Shareholders or 
U.S. persons who are “affiliates” of the Resulting Issuer at the time of their proposed transfer or within 90 days prior 
to their proposed transfer, are freely transferable under U.S. federal securities laws. Persons who may be deemed to 
be “affiliates” of an issuer include individuals or entities that control, are controlled by, or are under common 
control with, the issuer, and generally include executive officers and directors of the issuer as well as principal 
shareholders of the issuer. Any resale of such Resulting Issuer Common Shares or Resulting Issuer Compressed 
Shares by such an affiliate (or, if applicable, former affiliate) may be subject to the registration requirements of the 
U.S. Securities Act, absent an exemption therefrom. See “Securities Law Considerations – U.S. Securities Laws” in 
the Information Circular, available on SVT’s SEDAR profile at www.sedar.com and from the Resulting Issuer at
(647) 777-1744 or mark.herron@svhcanada.com.

The Resulting Issuer Common Shares issued to holders of Finco Subscription Receipts following completion of the 
Business Combination will be “restricted securities” as defined in Rule 144(a)(3) of the U.S. Securities Act and may 
not be transferred or sold, except pursuant to applicable exemptions under the U.S. Securities Act and any applicable 
securities laws of any state of the United States, including Rule 904 of Regulation S and Rule 144 under the U.S. 
Securities Act. See “Securities Law Considerations – U.S. Securities Laws” in the Information Circular, available on 
SVT’s SEDAR profile at www.sedar.com and from the Resulting Issuer at (647) 777-1744 or 
mark.herron@svhcanada.com.

Resulting Issuer Shareholders resident in the United States should be aware that the Business Combination described 
herein may have tax consequences both in the United States and in Canada. Such consequences for Resulting Issuer
Shareholders may not be described fully herein. For a general discussion of certain Canadian federal income tax and 
United States federal income tax considerations to investors, see “Certain Canadian Federal Income Tax 
Considerations” and “Certain United States Federal Income Tax Considerations” in the Information Circular, 
available on SVT’s SEDAR profile at www.sedar.com and from the Resulting Issuer at (647) 777-1744 or 
mark.herron@svhcanada.com. Resulting Issuer Shareholders are urged to consult their own tax advisors with respect 
to such Canadian and United States federal income tax consequences and the applicability of any federal, state, 
local, foreign and other tax laws.
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The enforcement by Resulting Issuer Shareholders of civil liabilities under United States federal securities laws may 
be affected adversely by the fact that the Resulting Issuer will exist under the BCBCA, certain of its directors and its 
executive officers will be residents of Canada and a substantial portion of the assets of such persons may be located
outside the United States. Resulting Issuer Shareholders may not be able to sue a foreign company or its officers or 
directors in a foreign court for violations of United States federal securities laws. It may be difficult to compel a 
foreign company and its officers and directors to subject themselves to a judgment by a United States court. In 
addition, Resulting Issuer Shareholders resident in the United States should not assume that Canadian courts: (a) 
would enforce judgments of United States courts obtained in actions against such persons predicated upon civil 
liabilities under the securities laws of the United States or “blue sky” laws of any state within the United States or 
(b) would enforce, in original actions, liabilities against such persons predicated upon civil liabilities under the 
securities laws of the United States or “blue sky” laws of any state within the United States.

Information concerning the properties and operations of the Resulting Issuer which is contained herein uses terms 
that comply with reporting standards in Canada.
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1. GLOSSARY OF TERMS

Unless otherwise indicated, the following terms used in this Listing Statement and the Schedules hereto shall have 
the meanings set forth below:

“ACMPR” means the Access to Cannabis for Medical Purposes Regulations, SOR/2016-230.

“Acquisition Committee” means the anticipated acquisition committee of the Resulting Issuer.

“Acquisition Proposal” means, other than the transactions contemplated by the Business Combination Agreement 
and other than any transaction involving only SVT or a Constituent, and/or one or more of its wholly-owned 
Subsidiaries, any offer, proposal or inquiry from any Person or group of Persons, whether or not in writing and 
whether or not delivered to the shareholders of SVT or a Constituent, after the date of the Business Combination 
Agreement relating to: (a) any acquisition or purchase, direct or indirect, of: (i) the assets of SVT or a Constituent 
and/or one or more of its Subsidiaries that, individually or in the aggregate, constitute 20% or more of the 
consolidated assets of that Party and its Subsidiaries, taken as a whole, or which contribute 20% or more of the 
consolidated revenue of a Party and its Subsidiaries, taken as a whole, or (ii) subject to  certain exceptions in the 
Business Combination Agreement, 20% or more of any voting or equity securities of SVT or a Constituent, or any 
one or more of its Subsidiaries that, individually or in the aggregate, contribute 20% or more of the consolidated 
revenues or constitute 20% or more of the consolidated assets of that Party and its Subsidiaries, taken as a whole; (b) 
any take-over bid, tender offer or exchange offer that, if consummated, would result in such Person or group of 
Persons beneficially owning 20% or more of any class of voting or equity securities of SVT or a Constituent; or (c) a 
plan of arrangement, merger, amalgamation, consolidation, share exchange, business combination, reorganization, 
recapitalization, liquidation, dissolution or other similar transaction involving SVT or a Constituent, and/or any of 
its Subsidiaries, whose assets or revenues, individually or in the aggregate, constitute 20% or more of the 
consolidated assets or revenues, as applicable, of that Party and its Subsidiaries, taken as a whole.  Provided, 
however, that in no event shall a proposal or offer regarding a bona fide financing transaction conducted primarily 
for capital raising purposes be deemed to constitute an Acquisition Proposal.

“ACRG” has the meaning ascribed thereto in “General Development of the Business – General Development of the 
Businesses of SVT and the Constituents Prior to the Business Combination – General Development of Sea Hunter’s 
Business”.

“ACRG Inc.” has the meaning ascribed thereto in “Interest of Management and Others in Material Transactions –
Sea Hunter”.

“ACTP” has the meaning ascribed thereto in “Narrative Description of the Business – General Business of Sea 
Hunter – Subsidiaries”.

“AFS Cultivation Transaction” “BCGP” has the meaning ascribed thereto in “Material Contracts – Sea Hunter”.

“Agency Agreement” has the meaning ascribed thereto in “General Development of the Business – Financing”.

“Agents” has the meaning ascribed thereto in “General Development of the Business – Financing”.

“Amalco” means the company formed by the Amalgamation.

“Amalco Shares” means common shares in the capital of Amalco.

“Amalgamation” means the amalgamation of SVT and TILT Subco pursuant to the Plan of Arrangement.

“Amendment” has the meaning ascribed thereto in “Risk Factors”.
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“Ancillary Finco Investment” means the issuance by Finco of 6,961,659 Finco Special Shares to Sea Hunter 
Holdings at a price of US$4.0425 per Finco Special Share for aggregate proceeds of US$28,142,507.68
(CAD$37,314,150.932).

“Audit Committee” means the anticipated audit committee of the Resulting Issuer.

“Baker” means Baker Technologies, Inc.

“Baker Agreement and Plan of Merger” means the agreement and plan of merger dated July 9, 2018, entered into 
among TILT, TILT US, and Baker, pursuant to which TILT US merged with and into Baker, and the Baker 
Shareholders exchanged their Baker Shares for 27,289,186 TILT Class A Shares, all in accordance with Section 
92A.190 of the NRS and Section 252 of the DGCL.

“Baker Board Nominee” means the person nominated for election to the Resulting Issuer Board by Joel Milton in 
accordance with Section 4.5(b)(ii)(B) of the Business Combination Agreement.

“Baker Material Adverse Effect” means any one or more changes, effects, events, occurrences or states of fact 
with respect to Baker or its Subsidiaries, either individually or in the aggregate, (i) that is, or would reasonably be 
expected to be, material and adverse to, the assets, liabilities (including any contingent liabilities that may arise 
through outstanding, pending or threatened litigation or otherwise), business, operations, results of operations, 
capital, property, obligations (whether absolute, accrued, conditional or otherwise) or financial condition of the 
Resulting Issuer and its Subsidiaries taken as a whole, other than changes, effects, events, occurrences or states of 
fact resulting from: (a) any changes affecting the cannabis industry generally; (b) any change in the market price of 
cannabis; (c) general economic, financial, currency exchange, securities or commodity market conditions in Canada 
or the United States; (d) any change in U.S. GAAP or IFRS occurring after the date of the Business Combination 
Agreement; (e) any change in applicable Laws or in the interpretation thereof by any Governmental Entity occurring 
after the date of the Business Combination Agreement; (f) the commencement, occurrence or continuation of any 
war, armed hostilities or acts of terrorism; or (g) any natural disaster, provided, however, that such changes do not 
relate primarily to the Resulting Issuer and its Subsidiaries, taken as a whole, or do not have a disproportionate 
effect on the Resulting Issuer and its Subsidiaries, taken as a whole, compared to other companies of similar size 
operating in the cannabis industry and references in the Business Combination Agreement to dollar amounts are not 
intended to be and shall not be deemed to be illustrative or interpretative for purposes of determining whether a 
“Baker Material Adverse Effect” has occurred; or (ii) that is, or would reasonably be expected to, prevent or 
materially delay the ability of Baker to consummate the transactions contemplated thereby.

“Baker Merger” means the merger between TILT US and Baker pursuant to the Agreement and Plan of Merger.

“Baker Shares” means the sum number of shares of common stock of Baker issued and outstanding and the number 
of shares of common stock of Baker into which the shares of preferred stock of Baker issued and outstanding can 
then be converted.

“Baker Shareholders” means the holders of Baker Shares.

“BCBCA” means the Business Corporations Act (British Columbia) and the regulations made thereunder, as now in 
effect and as they may be promulgated or amended from time to time.

“BCGP” has the meaning ascribed thereto in “Interest of Management and Others in Material Transactions – SVT”.

“BCGP SPA” has the meaning ascribed thereto in “Interest of Management and Others in Material Transactions –
SVT”.

“Blackbird” has the meaning ascribed thereto in “General Development of the Business – Financing – Blkbrd 
Holdings Corp.”.

                                                          

2 Calculated based on the Bank of Canada’s daily exchange rate on November 20, 2018, the date of closing of the Offering, of US$1.00 = 
CAD$1.3259.
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“Board of County Commissioners” has the meaning ascribed thereto in “Narrative Description of the Business –
General Business of Briteside – Briteside’s Business Segments – Oregon Land Use Application and Cannabis 
Production License Application – Oregon Land Use Application”.

“Briteside” means Briteside Holdings, LLC.

“Briteside Board Nominee” means the person nominated for election to the Resulting Issuer Board by Justin Junda 
in accordance with Section 4.5(b)(ii)(D) of the Business Combination Agreement.

“Briteside Contribution Agreement” means the contribution agreement dated as of July 9, 2018 entered into 
between TILT, Briteside, and all securityholders of Briteside, pursuant to which members of Briteside contributed
all of the issued and outstanding Briteside membership interests to TILT in exchange for 42,753,058 TILT Class A 
Shares; 

“Briteside E-Commerce” has the meaning ascribed thereto in “Narrative Description of the Business – General 
Business of Briteside”.

“Briteside Land Use Application” has the meaning ascribed thereto in “Narrative Description of the Business –
General Business of Briteside – Briteside’s Business Segments – Oregon Land Use Application and Cannabis 
Production License Application – Oregon Land Use Application”.

“Briteside Marketing Agreements” has the meaning ascribed thereto in “Narrative Description of the Business –
General Business of Briteside – Briteside’s Business Segments – E-Commerce Platform – History and Material 
Transactions”.

“Briteside Material Adverse Effect” means any one or more changes, effects, events, occurrences or states of fact 
with respect to Briteside or its Subsidiaries, either individually or in the aggregate, (i) that is, or would reasonably be 
expected to be, material and adverse to the assets, liabilities (including any contingent liabilities that may arise 
through outstanding, pending or threatened litigation or otherwise), business, operations, results of operations, 
capital, property, obligations (whether absolute, accrued, conditional or otherwise) or financial condition of the 
Resulting Issuer and its Subsidiaries taken as a whole, other than changes, effects, events, occurrences or states of 
fact resulting from: (a) any changes affecting the cannabis industry generally; (b) any change in the market price of 
cannabis; (c) general economic, financial, currency exchange, securities or commodity market conditions in Canada 
or the United States; (d) any change in U.S. GAAP or IFRS occurring after the date of the Business Combination 
Agreement; (e) any change in applicable Laws or in the interpretation thereof by any Governmental Entity occurring 
after the date of the Business Combination Agreement; (f) the commencement, occurrence or continuation of any 
war, armed hostilities or acts of terrorism; or (g) any natural disaster, provided, however, that such changes do not 
relate primarily to the Resulting Issuer and its Subsidiaries, taken as a whole, or do not have a disproportionate 
effect on the Resulting Issuer and its Subsidiaries, taken as a whole, compared to other companies of similar size 
operating in the cannabis industry and references in the Business Combination Agreement to dollar amounts are not 
intended to be and shall not be deemed to be illustrative or interpretative for purposes of determining whether a 
“Briteside Material Adverse Effect” has occurred; or (ii) that is, or would reasonably be expected to, prevent or 
materially delay the ability of Briteside to consummate the transactions contemplated thereby.

“Briteside Members” has the meaning ascribed thereto in “General Development of the Business – General 
Development of the Businesses of SVT and the Constituents Prior to the Business Combination – General 
Development of Briteside’s Business”.

“Briteside Membership Interests” has the meaning ascribed thereto in “General Development of the Business –
General Development of the Businesses of SVT and the Constituents Prior to the Business Combination – General 
Development of Briteside’s Business”.

“Briteside Modular” has the meaning ascribed thereto in “Narrative Description of the Business – General 
Business of Briteside”.

“Briteside Oregon” has the meaning ascribed thereto in “Narrative Description of the Business – General Business 
of Briteside”.
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“Briteside Production Facility” has the meaning ascribed thereto in “General Development of the Business –
General Development of the Businesses of SVT and the Constituents Prior to the Business Combination – General 
Development of Briteside’s Business”.

“Briteside Property” has the meaning ascribed thereto in “General Development of the Business – General 
Development of the Businesses of SVT and the Constituents Prior to the Business Combination – General 
Development of Briteside’s Business”.

“Briteside Warrants” has the meaning ascribed thereto in “General Development of the Business – General 
Development of the Businesses of SVT and the Constituents Prior to the Business Combination – General 
Development of Briteside’s Business”.

“Business Combination” means the arrangement of TILT, SVT, 1167407 B.C. Ltd., 1167411 B.C. Ltd., and 
1167411 B.C. Ltd. under the provisions of Section 288 of the BCBCA, on the terms and subject to the conditions set 
out in the Plan of Arrangement, subject to any amendments or variations thereto made in accordance with the Plan 
of Arrangement or made at the direction of the Court in the Final Order.

“Business Combination Agreement” means the Business Combination Agreement dated July 9, 2018 among SVT, 
Baker, Briteside, Sea Hunter, and 1167416 B.C. Ltd. together with the schedules attached thereto, as amended or 
supplemented from time to time.

“Canadian Securities Laws” means the Securities Act (British Columbia), as amended, and the equivalent 
legislation in the other provinces where SVT or the Resulting Issuer is a reporting issuer, as amended from time to 
time, the rules, regulations and forms made or promulgated under any such statutes and the published policies, 
bulletins and notices of the regulatory authorities administering such statutes.

“Canaccord” means Canaccord Genuity Corp.

“Cannabis Act” means the Cannabis Act (Canada) and the regulations made thereunder, as now in effect and as 
they may be promulgated or amended from time to time.

“CBCA” means the Canada Business Corporations Act and the regulations made thereunder, as now in effect and 
as they may be promulgated or amended from time to time. 

“CDS” means Clearing and Depository Services Inc.

“CDS MOU” has the meaning ascribed thereto in “Risk Factors – Risk of Heightened Scrutiny by Regulatory 
Authorities”.

“CFA” has the meaning assigned by s.95(1) of the Tax Act.

“City of Powell River” has the meaning ascribed thereto in “General Development of the Business – General 
Development of the Businesses of SVT and the Constituents Prior to the Business Combination – General 
Development of SVT’s Business”.

“Code” means the U.S. Internal Revenue Code of 1986, as amended.

“Cole Memorandum” has the meaning ascribed thereto in “Narrative Description of the Business – General 
Business of Sea Hunter – Overview of the Cannabis Industry in the United States”.

“Compensation Committee” means the anticipated compensation committee of the Resulting Issuer.

“Compensation Options” has the meaning ascribed thereto in “General Development of the Business – Financing”.

“Constituents” means Baker, Briteside, and Sea Hunter.

“Contemporaneous Agreements” means collectively, the Briteside Contribution Agreement, the Sea Hunter 
Contribution Agreement, the Baker Agreement and Plan of Merger, the TILT Contribution Agreement, the TILT 
Agreement and Plan of Conversion, the TILT Stock Repurchase Agreement, the SVT Shareholder Voting 
Agreements, and the TILT Voting Agreements.
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“Court” means the Supreme Court of British Columbia.

“CRM” has the meaning ascribed thereto in “Narrative Description of the Business – General Business of Baker”.

“CSA” has the meaning ascribed thereto in “Narrative Description of the Business – General Business of Sea 
Hunter – Overview of the Cannabis Industry in the United States”.

“CSE” means the Canadian Securities Exchange.

“Cultivation Licence” means a license to cultivate cannabis issued pursuant to Section 35 of the ACMPR.

“Cultivation Note” has the meaning ascribed thereto in “General Development of the Business – Financing –
Terradiol Ohio, LLC”.

“Defender” has the meaning ascribed thereto in “General Development of the Business – General Development of 
the Businesses of SVT and the Constituents Prior to the Business Combination – General Development of Baker’s 
Business”.

“Deschutes County” means Deschutes County, Oregon.

“Determination Date” has the meaning ascribed thereto in “Description of Securities – Conversion Restrictions”.

“Dissent Procedures” has the meaning ascribed thereto in “The Business Combination – Dissent Rights” in the 
Information Circular.

“Dissent Rights” means the right of dissent and appraisal which may be exercised by holders of TILT Class A 
Shares and SVT Common Shares in connection with the TILT Continuance, the SVT Continuance, the TILT 
Business Combination Resolution, and the SVT Business Combination Resolution, as the case may be, in 
accordance with the Dissent Procedures.

“DOJ” has the meaning ascribed thereto in “Narrative Description of the Business – General Business of Sea 
Hunter – Overview of the Cannabis Industry in the United States”.

“E-Commerce” has the meaning ascribed thereto in “Narrative Description of the Business – General Business of 
Briteside – Briteside’s Business Segments – E-Commerce Platform – Summary of Technology”.

“Effective Date” means the date that TILT and SVT agree on, acting reasonably, as the effective date of the 
Business Combination after all of the conditions precedent to the completion of the Business Combination as set out 
in the Business Combination Agreement have been satisfied or waived, including that the Final Order has been 
granted by the Court.

“Effective Time” means 12:01 a.m. (Vancouver time) on the Effective Date, or such other time as TILT and SVT 
agree in writing. 

“Employee Options” means any stock options outstanding under the equity incentive plans, stock option plans, or 
any other similar plans or arrangements of Baker, Briteside, and Sea Hunter Holdings.

“Equity Incentive Plan” means the 2018 Stock and Incentive Plan of the Resulting Issuer described in “Other 
Particulars of Matters to be Acted On at the TILT Meeting – Approval of the Equity Incentive Plan – Summary of 
Equity Incentive Plan”.

“Ermont” has the meaning ascribed thereto in “General Development of the Business – General Development of the 
Businesses of SVT and the Constituents Prior to the Business Combination – General Development of Sea Hunter’s 
Business”.

“ERP” has the meaning ascribed thereto in “Narrative Description of the Business – General Business of Briteside –
Briteside’s Business Segments – E-Commerce Platform – Summary of Technology”.

“Exchange Agreement” has the meaning ascribed thereto in “Interest of Management and Others in Material 
Transactions – Sea Hunter”.
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“Exchanges” means Aequitas NEO Exchange Inc., CNSX Markets Inc., TSX Inc., and TSX Venture Exchange Inc.

“Exempt Surplus” has the meaning assigned by r.5907(1) of the Regulations under the Tax Act.

“FAPI” has the meaning assigned by s.95(1) of the Tax Act.

“Financing” means the issuance by Finco of 22,886,858 Finco Subscription Receipts for aggregate gross proceeds 
of $120,156,004.

“Finco” means 1167411 B.C. Ltd., a corporation formed under the Laws of the Province of British Columbia.

“Finco Amalco” means the company formed by the Finco Amalgamation.

“Finco Amalco Shares” means common shares in the capital of Finco Amalco.

“Finco Amalgamation” means the statutory amalgamation of Finco and Finco Subco pursuant to the provisions of 
the BCBCA, with Finco as the survivor of such amalgamation.

“Finco Common Share” means a common share in the capital of Finco.

“Finco Compensation Options” means the outstanding compensation options in the capital of Finco.

“Finco Component of the Business Combination” means the part of the Business Combination and the Plan of 
Arrangement that entails the amalgamation of Finco Subco with Finco and, as approved pursuant to Section 4.6(b)
of the Business Combination Agreement, the resulting issuance of Resulting Issuer Common Shares to former 
holders of Finco Subscription Receipts.

“Finco Material Adverse Effect” means any one or more changes, effects, events, occurrences or states of fact with 
respect to Finco or its Subsidiaries, either individually or in the aggregate, (i) that is, or would reasonably be 
expected to be, material and adverse to the assets, liabilities (including any contingent liabilities that may arise 
through outstanding, pending or threatened litigation or otherwise), business, operations, results of operations, 
capital, property, obligations (whether absolute, accrued, conditional or otherwise) or financial condition of the 
Resulting Issuer and its Subsidiaries taken as a whole, other than changes, effects, events, occurrences or states of 
fact resulting from: (a) any changes affecting the cannabis industry generally; (b) any change in the market price of 
cannabis; (c) general economic, financial, currency exchange, securities or commodity market conditions in Canada 
or the United States; (d) any change in U.S. GAAP or IFRS occurring after the date hereof; (e) any change in 
applicable Laws or in the interpretation thereof by any Governmental Entity occurring after the date hereof; (f) the 
commencement, occurrence or continuation of any war, armed hostilities or acts of terrorism; or (g) any natural 
disaster, provided, however, that such changes do not relate primarily to the Resulting Issuer and its Subsidiaries, 
taken as a whole, or do not have a disproportionate effect on the Resulting Issuer and its Subsidiaries, taken as a 
whole, compared to other companies of similar size operating in the cannabis industry and references in the 
Business Combination Agreement to dollar amounts are not intended to be and shall not be deemed to be illustrative 
or interpretative for purposes of determining whether a “Finco Material Adverse Effect” has occurred; or (ii) that is, 
or would reasonably be expected to, prevent or materially delay the ability of Finco to consummate the transactions 
contemplated thereby.

“Finco Special Share” means a special share in the capital of Finco.

“Finco Subco” means 1167416 B.C. Ltd., a corporation formed under the laws of the province of British Columbia 
and a wholly-owned subsidiary of TILT. 

“Finco Subco Share” means a common share in the capital of Finco Subco.

“Finco Subscription Receipt” means a subscription receipt issued by Finco through the Financing entitling the 
holder thereof to one Finco Common Share, all in accordance with the terms of such subscription receipts.

“Foreign Accrual Tax” has the meaning assigned by s.95(1) of the Tax Act.

“Foreign Affiliate” has the meaning assigned by s.95(1) of the Tax Act.
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“FPI Protective Restriction” has the meaning ascribed thereto in “Description of Securities – Conversion 
Restrictions”.

“Governmental Entity” means: (a) any multinational, federal, provincial, territorial, state, regional, municipal, 
local or other government, governmental or public department, court, tribunal, arbitral body, commission, board, 
bureau or agency, domestic or foreign; (b) any stock exchange, including the CSE; (c) any subdivision, agent, 
commission, board or authority of any of the foregoing; or (d) any quasi-governmental body, including any tribunal, 
commission, regulatory agency or self-regulatory organization, exercising any jurisdiction, regulatory, expropriation 
or taxing authority under or for the account of any of the foregoing.

“Governmental Order” means any order, writ, judgment, injunction, decree, stipulation, determination or award 
entered by or with any Governmental Entity.

“HSR Act” means the Hart-Scott-Rodino Antitrust Improvements Act of 1976 and the regulations made thereunder, 
as now in effect and as they may be promulgated or amended from time to time.

“Hybrid Surplus” has the meaning assigned by r.5907(1) of the Regulations under the Tax Act.

“IFRS” means International Financial Reporting Standards as issued by the International Accounting Standards 
Board.

“Information Circular” means the joint management information circular of TILT and SVT, including all 
schedules thereto, and all amendments and supplements thereto, available on SVT’s SEDAR profile at 
www.sedar.com and from the Resulting Issuer at (647) 777-1744 or mark.herron@svhcanada.com.

“Intermediary” or “Intermediaries” has the meaning ascribed thereto under “General Proxy Information – SVT 
Beneficial Shareholders” in the Information Circular.

“Investment Canada Act” means the Investment Canada Act and the regulations made thereunder, as now in effect 
and as they may be promulgated or amended from time to time.

“IRS” means the United States Internal Revenue Service.

“Issue Price” has the meaning ascribed thereto in “General Development of the Business – Financing”.

“Jupiter” has the meaning ascribed thereto in “General Development of the Business – Financing – Jupiter 
Research, LLC”.

“Law” or “Laws” means all laws (including common law), by-laws, statutes, rules, regulations, principles of law 
and equity, rulings, ordinances, Governmental Orders or other requirements, whether domestic or foreign, including 
but not limited to, all applicable requirements of state, provincial and municipal laws, rules and regulations 
regarding regulated medical and adult use cannabis businesses and activities, and the terms and conditions of any 
permit of or from any Governmental Entity or self-regulatory authority (including the CSE), but excluding 
provisions of U.S. federal law that prohibit the cultivation, processing, sale or possession of cannabis and provisions 
of U.S. federal law that may be violated due to the federal illegality of cannabis including, but not limited to U.S. 
federal money laundering laws (Title 18 U.S.C. § 1956 and § 1957).

“Lease Agreement” has the meaning ascribed thereto in “General Development of the Business – General 
Development of the Businesses of SVT and the Constituents Prior to the Business Combination – General 
Development of SVT’s Business”.

“Liberal Party” has the meaning ascribed thereto in “Narrative Description of the Business – General Business of 
SVT – Competitive Conditions”.

“Licensed Producer” has the meaning ascribed thereto in “General Development of the Business – General 
Development of the Businesses of SVT and the Constituents Prior to the Business Combination – General 
Development of SVT’s Business”.
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“Loan and Security Agreement” has the meaning ascribed thereto in “Interest of Management and Others in 
Material Transactions – Sea Hunter”.

“Management Agreement” has the meaning ascribed thereto in “General Development of the Business – Financing
– Terradiol Ohio, LLC”.

“Marchwell” has the meaning ascribed thereto in “General Development of the Business – General Development of 
the Businesses of SVT and the Constituents Prior to the Business Combination – General Development of SVT’s 
Business”.

“Marchwell Subco” has the meaning ascribed thereto in “General Development of the Business – General 
Development of the Businesses of SVT and the Constituents Prior to the Business Combination – General 
Development of SVT’s Business”.

“Modular Technology” has the meaning ascribed thereto in “Narrative Description of the Business – General 
Business of Briteside – Briteside’s Business Segments – Modular Technology – Summary of Technology”.

“NEO” has the meaning ascribed thereto in “Executive Compensation – Compensation Discussion and Analysis”.

“NI 52-110” means National Instrument 52-110 – Audit Committees, as may be amended or re-enacted from time to 
time.

“NI 58-101” means National Instrument 58-101 – Disclosure of Corporate Governance Practices, as may be 
amended or re-enacted from time to time.

“Notes” has the meaning ascribed thereto in “General Development of the Business – Financing – Terradiol Ohio, 
LLC”.

“NRS” means the Nevada Revised Statutes and the regulations made thereunder, as now in effect and as they may 
be promulgated or amended from time to time.

“OLCC” has the meaning ascribed thereto in “Narrative Description of the Business – General Business of 
Briteside – Briteside’s Business Segments – E-Commerce Platform – History and Material Transactions”.

“OLCC Marijuana Producer Application” has the meaning ascribed thereto in “Narrative Description of the 
Business – General Business of Briteside – Briteside’s Business Segments – Oregon Land Use Application and 
Cannabis Production License Application – Oregon Land Use Application”.

“Option Agreement” has the meaning ascribed thereto in “General Development of the Business – Financing –
Terradiol Ohio, LLC”.

“Participant” means Persons eligible to participate in the Equity Incentive Plan.

“Parties” means SVT, Baker, Briteside, Sea Hunter and Finco, and “Party” means any of them.

“Parent Company” means the parent company of Standard Farms and White Haven.

“Person” includes an individual, partnership, association, body corporate, trustee, executor, administrator, legal 
representative, government (including any Governmental Entity) or any other entity, whether or not having legal 
status.

“Phase I” has the meaning ascribed thereto in “Narrative Description of the Business – General Business of SVT –
Overview of SVT’s Cannabis Business”.

“Phase II” has the meaning ascribed thereto in “Narrative Description of the Business – General Business of SVT –
Overview of SVT’s Cannabis Business”.

“Phase III” has the meaning ascribed thereto in “Narrative Description of the Business – General Business of SVT –
Overview of SVT’s Cannabis Business”.
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“Plan of Arrangement” means the plan of arrangement of TILT Canada, SVT, and Finco as it may be amended, 
supplemented, or otherwise modified from time to time in accordance with its terms.

“POS” has the meaning ascribed thereto in “Narrative Description of the Business – General Business of Briteside –
Briteside’s Business Segments – E-Commerce Platform – Summary of Technology”.

“Powell River Facility” means SVT’s indoor cannabis cultivation facility currently under construction in the City 
of Powell River.

“Pre-Acquisition Surplus” has the meaning assigned by r.5907(1) of the Regulations under the Tax Act.

“Premises” has the meaning ascribed thereto in “General Development of the Business – General Development of 
the Businesses of SVT and the Constituents Prior to the Business Combination – General Development of SVT’s 
Business”.

“Processing Note” has the meaning ascribed thereto in “General Development of the Business – Financing –
Terradiol Ohio, LLC”.

“Production License” has the meaning ascribed thereto in “Narrative Description of the Business – General 
Business of Briteside – Briteside’s Business Segments – Oregon Land Use Application and Cannabis Production 
License Application – Oregon Land Use Application”.

“Proposed Agreement” means any agreement, other than a confidentiality agreement as contemplated by 
Subsection 7.1(d) of the Business Combination Agreement, with any Person providing for or to facilitate any 
Acquisition Proposal.

“Registrar” means the Registrar of Companies appointed under Section 400 of the BCBCA;

“Regulations under the Tax Act” means the Income Tax Regulations CRC, c. 945, as amended.

“Relevant Fiscal Quarter” has the meaning ascribed thereto in “Description of Securities – Conversion 
Restrictions”.

“Required Regulatory Approvals” means the sanctions, rulings, consents, orders, exemptions, permits and other 
approvals (including the waiver or lapse, without objection, of a prescribed time under a statute or regulation that 
states that a transaction may be implemented if a prescribed time lapses following the giving of notice without an 
objection being made) of all Government Entities, including any of the foregoing required in order to comply with 
the HSR Act, set forth in Schedule “N” to the Business Combination Agreement.

“Resulting Issuer” means TILT Holdings Inc. following the completion of the transactions contemplated by the 
Business Combination and the Plan of Arrangement, with such successor corporation being the direct parent entity 
of Baker, SVT, and Finco, and the indirect parent entity of Sea Hunter and Briteside.

“Resulting Issuer Board” means the board of directors of the Resulting Issuer. 

“Resulting Issuer Common Shares” means the common shares in the capital of the Resulting Issuer.

“Resulting Issuer Compensation Options” means the compensation options to acquire Resulting Issuer Common 
Shares to be issued to the holders of Finco Compensation Options by the Resulting Issuer.

“Resulting Issuer Compressed Shares” means the compressed shares in the capital of the Resulting Issuer.

“Resulting Issuer Replacement Options for Common Shares” means the options to acquire Resulting Issuer 
Common Shares to be issued to the holders of SVT Options by the Resulting Issuer pursuant to the Equity Incentive 
Plan.

“Resulting Issuer Replacement Options for Compressed Shares” means the options to acquire Resulting Issuer 
Compressed Shares to be issued to the holders of TILT Replacement Options by the Resulting Issuer pursuant to the 
Equity Incentive Plan.
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“Resulting Issuer Shareholders” means, collectively, the holders of Resulting Issuer Common Shares and 
Resulting Issuer Compressed Shares.

“RTO” has the meaning ascribed thereto in “General Development of the Business – General Development of the 
Businesses of SVT and the Constituents Prior to the Business Combination – General Development of SVT’s 
Business”.

“Sales License” means a license to sell cannabis issued pursuant to Section 35 of the ACMPR.

“Sea Hunter” means Sea Hunter Therapeutics, LLC.

“Sea Hunter Board Nominee” means the person nominated for election to the Resulting Issuer Board by Alexander 
Coleman in accordance with Section 4.5(b)(ii)(A) of the Business Combination Agreement.

“Sea Hunter Contribution Agreement” means the contribution agreement dated as of July 9, 2018, entered into 
among TILT, Sea Hunter, and Sea Hunter Holdings, pursuant to which Sea Hunter Holdings contributed all of the 
issued and outstanding Sea Hunter membership interests to TILT in exchange for 78,707,757 TILT Class A Shares; 

“Sea Hunter Escrow Agreement” has the meaning ascribed thereto in “General Development of the Business –
Financing – Terradiol Ohio, LLC”.

“Sea Hunter Holdings” means Sea Hunter Holdings, LLC, a Delaware limited liability company, and the sole 
member of Sea Hunter.

“Sea Hunter Material Adverse Effect” means any one or more changes, effects, events, occurrences or states of 
fact with respect to Sea Hunter or its Subsidiaries, either individually or in the aggregate, (i) that is, or would 
reasonably be expected to be, material and adverse to the assets, liabilities (including any contingent liabilities that 
may arise through outstanding, pending or threatened litigation or otherwise), business, operations, results of 
operations, capital, property, obligations (whether absolute, accrued, conditional or otherwise) or financial condition 
of the Resulting Issuer and its Subsidiaries taken as a whole, other than changes, effects, events, occurrences or 
states of fact resulting from: (a) any changes affecting the cannabis industry generally; (b) any change in the market 
price of cannabis; (c) general economic, financial, currency exchange, securities or commodity market conditions in 
Canada or the United States; (d) any change in U.S. GAAP or IFRS occurring after the date of the Business 
Combination Agreement; (e) any change in applicable Laws or in the interpretation thereof by any Governmental 
Entity occurring after the date of the Business Combination Agreement; (f) the commencement, occurrence or 
continuation of any war, armed hostilities or acts of terrorism; or (g) any natural disaster, provided, however, that 
such changes do not relate primarily to the Resulting Issuer and its Subsidiaries, taken as a whole, or do not have a 
disproportionate effect on the Resulting Issuer and its Subsidiaries, taken as a whole, compared to other companies 
of similar size operating in the cannabis industry and references in the Business Combination Agreement to dollar 
amounts are not intended to be and shall not be deemed to be illustrative or interpretative for purposes of 
determining whether a “Sea Hunter Material Adverse Effect” has occurred; or (ii) that is, or would reasonably be 
expected to, prevent or materially delay the ability of Sea Hunter to consummate the transactions contemplated 
thereby on a timely basis.

“Section 3(a)(10) Exemption” means the exemption from the registration requirements of the U.S. Securities Act 
pursuant to Section 3(a)(10) of the U.S. Securities Act.

“Securities Laws” means the Securities Act (British Columbia) and the United States Securities Act of 1933, 
together with all other applicable state, federal and provincial securities Laws, rules and regulations and published 
policies thereunder, as now in effect and as they may be promulgated or amended from time to time;

“SEDAR” means the System for Electronic Document Analysis and Retrieval.

“Service User” has the meaning ascribed thereto in “Narrative Description of the Business – General Business of 
Briteside – Briteside’s Business Segments – E-Commerce Platform – History and Material Transactions”.

“Sessions Memorandum” has the meaning ascribed thereto in “Narrative Description of the Business – General 
Business of Sea Hunter – Overview of the Cannabis Industry in the United States”.
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“SH Finance” has the meaning ascribed thereto in “General Development of the Business – General Development 
of the Businesses of SVT and the Constituents Prior to the Business Combination – General Development of Sea 
Hunter’s Business”.

“SH Ohio” has the meaning ascribed thereto in “General Development of the Business – Financing – Terradiol 
Ohio, LLC”.

“SH Ohio, LLC” means SH Ohio Holdings, LLC, formed in connection with the AFS Cultivation Transaction 
pursuant to which it acquired an option to purchase 100% of AFS Cultivation, LLC. See “Material Contracts – Sea 
Hunter”. 

“Staff Notice 51-352” has the meaning ascribed thereto in “General Development of the Business – Trends, 
Commitments, Events, or Uncertainties”.

“Standard Farms” has the meaning ascribed thereto in “General Development of the Business – Financing –
Standard Farms, LLC”.

“Subsidiary” means a Person that is controlled directly or indirectly by another Person and includes a subsidiary of 
that subsidiary.

“Superior Proposal” means an unsolicited bona fide Acquisition Proposal made by a third party to SVT or a 
Constituent, or its equity holders that is communicated to the board of directors or other governing body of such 
Party in writing since the date upon which SVT, Baker, Briteside, and Sea Hunter Holdings signed a binding letter 
of intent relating to the Business Combination on May 15, 2018 and prior to the Effective Date: (i) to purchase or 
otherwise acquire, directly or indirectly, by means of a merger, take-over bid, amalgamation, plan of arrangement, 
business combination, consolidation, recapitalization, liquidation, winding-up or similar transaction, all of such 
Party’s shares, membership interests, or other equity securities, as applicable; (ii) that is reasonably capable of being 
completed without undue delay, taking into account all legal, financial, regulatory and other aspects of such proposal 
and the party making such proposal; (iii) is not subject to any financing condition and in respect of which any 
required financing to complete such Acquisition Proposal has been demonstrated to be available to the satisfaction 
of the board of directors of such Party, acting in good faith (after receipt of advice from its financial advisors and 
outside legal counsel); (iv) which is not subject to a due diligence and/or access condition; (v) that did not result 
from a breach of certain sections set forth in the Business Combination Agreement, by the receiving Party or its 
representatives; (vi) is made available to all holders of such Party’s shares or membership interests or other equity 
securities, as applicable, on the same terms and conditions; (vii) in respect of which the board of directors or other 
governing body of such Party determines in good faith (after receipt of advice from its outside legal counsel with 
respect to (x) below and financial advisors with respect to (y) below) that (x) failure to recommend such Acquisition 
Proposal to its shareholders or members or other equity holders would be inconsistent with its fiduciary duties and 
(y) which would, taking into account all of the terms and conditions of such Acquisition Proposal, if consummated 
in accordance with its terms (but not assuming away any risk of non-completion), result in a transaction more 
favourable to its shareholders or members from a financial point of view than the Business Combination (including 
any adjustment to the terms and conditions of the Business Combination proposed by the other Parties pursuant to 
certain sections set forth in the Business Combination Agreement and after taking into account the impact of such 
Party of paying the Termination Fee).

“SVT” means Santé Veritas Holdings Inc.

“SVT Beneficial Shareholders” has the meaning ascribed thereto in “General Proxy Information – SVT Beneficial 
Shareholders” in the Information Circular.

“SVT Board” means the board of directors of SVT.

“SVT Board Nominee” means the person nominated for election to the Resulting Issuer Board by Michael Orr in 
accordance with Section 4.5(b)(ii)(C) of the Business Combination Agreement.

“SVT Business Combination Resolution” means the special resolution approving the Business Combination that 
was considered at the SVT Meeting.
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“SVT Common Shares” means common shares in the capital of SVT.

“SVT Component of the Business Combination” means the part of the Plan of Arrangement that entails the 
approval of the Business Combination and the Plan of Arrangement, the amalgamation of TILT Subco with SVT 
and the issuance of Resulting Issuer Common Shares to former holders of SVT Common Shares.

“SVT Continuance” means the continuance of SVT from the jurisdiction of Canada to the Province of British 
Columbia pursuant to Section 302 of the BCBCA and Section 188 of the CBCA.

“SVT Continuance Resolution” means the SVT Shareholder resolution to approve the SVT Continuance.

“SVT CSE Approval” means the conditional approval of the CSE in respect of the SVT Continuance, the Business 
Combination and the listing of the Resulting Issuer Common Shares.

“SVT Dissenting Shareholder” means an SVT Shareholder that exercises Dissent Rights under the CBCA and/or 
the BCBCA.

“SVT Final Order” means the final order of the Court to be applied for by SVT and made by the Court and granted 
to SVT pursuant to Section 291 of the BCBCA, in a form acceptable to SVT, Baker, Briteside and Sea Hunter, each 
acting reasonably, approving the Business Combination, as such order may be amended by the Court (with the 
consent of SVT, Baker, Briteside and Sea Hunter) at any time prior to the Effective Date or, if appealed, then, unless 
such appeal is withdrawn or denied, as affirmed or as amended (provided that any such amendment is acceptable to 
SVT, Baker, Briteside and Sea Hunter, each acting reasonably) on appeal.

“SVT Interim Order” means the interim order of the Court made and granted to SVT pursuant to Section 291 of 
the BCBCA providing for, among other things, the calling and holding of the SVT Meeting, as the same may be 
amended by the Court with the consent of TILT and SVT, which consent shall not be unreasonably withheld, 
conditioned or delayed.

“SVT Letter of Transmittal” means the letter of transmittal for use by the SVT Shareholders with respect to the 
Business Combination in the form accompanying the Information Circular and available on SVT’s SEDAR profile 
at www.sedar.com and from the Resulting Issuer at (647) 777-1744 or mark.herron@svhcanada.com.

“SVT Listing Statement” has the meaning ascribed thereto in “Narrative Description of the Business – General 
Business of SVT – Specialized Skill and Knowledge”.

“SVT Locked-up Shareholders” means those certain holders of SVT Common Shares that signed SVT Voting 
Agreements in connection with the Business Combination Agreement.

“SVT Material Adverse Effect” means any one or more changes, effects, events, occurrences or states of fact with 
respect to SVT or its subsidiaries, either individually or in the aggregate, that is, or would reasonably be expected to 
be, material and adverse to, (i) the assets, liabilities (including any contingent liabilities that may arise through 
outstanding, pending or threatened litigation or otherwise), business, operations, results of operations, capital, 
property, obligations (whether absolute, accrued, conditional or otherwise) or financial condition of the Resulting 
Issuer and its subsidiaries taken as a whole, other than changes, effects, events, occurrences or states of fact resulting 
from: (a) a change in the market price of the SVT Common Shares following and reasonably attributable to the 
public announcement of the execution of the Business Combination Agreement and the transactions contemplated 
hereby; (b) any changes affecting the cannabis industry generally; (c) any change in the market price of cannabis; 
(d) general economic, financial, currency exchange, securities or commodity market conditions in Canada or the 
United States; (e) any change in U.S. GAAP or IFRS occurring after the date of the Business Combination 
Agreement; (f) any change in applicable Laws or in the interpretation thereof by any Governmental Entity occurring 
after the date of the Business Combination Agreement; (g) the commencement, occurrence or continuation of any 
war, armed hostilities or acts of terrorism; or (h) any natural disaster, provided, however, that with respect to clauses 
(b) to (h), such changes do not relate primarily to the Resulting Issuer and its Subsidiaries, taken as a whole, or do 
not have a disproportionate effect on the Resulting Issuer and its subsidiaries, taken as a whole, compared to other 
companies of similar size operating in the cannabis industry and references in the Business Combination Agreement 
to dollar amounts are not intended to be and shall not be deemed to be illustrative or interpretative for purposes of 
determining whether a “SVT Material Adverse Effect” has occurred; or (ii) that is, or would reasonably be expected 
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to, prevent or materially delay the ability of Briteside to consummate the transactions contemplated by the Business 
Combination Agreement.

“SVT Meeting” means the special meeting of SVT Shareholders, including any adjournment or postponement 
thereof, called and held on November 5, 2018 in accordance with the Interim Order to consider, among other things, 
the SVT Continuance and the SVT Business Combination Resolution.

“SVT Notice of Hearing of Petition” means the notice of hearing of petition addressed to SVT Shareholders and 
filed in the Supreme Court of British Columbia on October 9, 2018 in connection with the Plan of Arrangement.

“SVT Opco” has the meaning ascribed thereto in “General Development of the Business – General Development of 
the Businesses of SVT and the Constituents Prior to the Business Combination – General Development of SVT’s 
Business”.

“SVT Options” means the outstanding options to purchase SVT Common Shares granted pursuant to the SVT 
Option Plan.

“SVT Option Plan” means the 2018 stock option plan of SVT, approved by SVT Shareholders on May 30, 2018.

“SVT Share Unit Plan” means SVT’s share unit plan, as amended from time to time.

“SVT Share Units” means the outstanding share units issued under SVT’s Share Unit Plan.

“SVT Shareholders” means holders of SVT Common Shares.

“SVT Voting Agreements” means the voting agreements (including all amendments thereto) signed by the SVT 
Locked-up Shareholders setting forth the terms and conditions upon which they agreed, among other things, to vote 
their SVT Common Shares in favour of the SVT Continuance Resolution and the SVT Business Combination 
Resolution.

“Tax Act” means the Tax Act and the regulations made thereunder, as now in effect and as they may be 
promulgated or amended from time to time.

“Taxable Canadian Corporation” has the meaning assigned by s.89(1) of the Tax Act.

“Taxable Surplus” has the meaning assigned by r.5907(1) of the Regulations under the Tax Act.

“Termination Fee” means US$5.0 million.

“Terradiol” has the meaning ascribed thereto in “General Development of the Business – Financing – Terradiol 
Ohio, LLC”.

“Terradiol Parent” has the meaning ascribed thereto in “General Development of the Business – Financing –
Terradiol Ohio, LLC”.

“THC” has the meaning ascribed thereto in “Narrative Description of the Business – General Business of Sea 
Hunter – Cultivation, Processing, Transportation/Fulfillment, and Dispensaries”.

“TILT” means TILT Holdings Inc.

“TILT Agreement and Plan of Conversion” means the agreement and plan of conversion as of July 9, 2018,
among TILT, Baker, Briteside, Sea Hunter and SVT, pursuant to which TILT continued as a corporation from the 
jurisdiction of Nevada to the jurisdiction of British Columbia pursuant to a conversion under Sections 92A, 105 and 
92A of the NRS and Section 302 of the BCBCA.

“TILT Beneficial Shareholders” has the meaning ascribed thereto in “General Proxy Information – TILT 
Beneficial Shareholders” in the Information Circular.

“TILT Board” means the board of directors of TILT.
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“TILT Business Combination Resolution” means the special resolution approving the Business Combination that 
was considered at the TILT Meeting.

“TILT Canada” means the British Columbia corporation resulting from the TILT Continuance.

“TILT Class A Shares” means class A shares in the capital of TILT and, following the TILT Continuance, TILT 
Canada.

“TILT Class B Shares” means class B shares in the capital of TILT.

“TILT Continuance” means the continuation of TILT from a Nevada company into British Columbia to become a 
British Columbia company subject to the provisions of the BCBCA, pursuant to Section 302 of the BCBCA and 
Sections 92A.105 and 92A.195 of the NRS.

“TILT Continuance Resolution” means the TILT Shareholder resolution to approve the TILT Continuance.

“TILT Contribution Agreement” means the contribution agreement dated July 9, 2018, among TILT, TILT US, 
and Baker, pursuant to which TILT contributed all of its Briteside membership interests and all of its Sea Hunter 
membership interests to Baker following the completion of the Baker Merger.

“TILT Dissenting Shareholder” means a TILT Shareholder that exercises Dissent Rights under the NRS and/or the 
BCBCA.

“TILT Final Order” means the final order of the Court to be applied for by TILT and made by the Court and 
granted to TILT pursuant to Section 291 of the BCBCA, in a form acceptable to SVT, Baker, Briteside and Sea 
Hunter, each acting reasonably, approving the Business Combination, as such order may be amended by the Court 
(with the consent of SVT, Baker, Briteside and Sea Hunter) at any time prior to the Effective Date or, if appealed, 
then, unless such appeal is withdrawn or denied, as affirmed or as amended (provided that any such amendment is 
acceptable to SVT, Baker, Briteside and Sea Hunter, each acting reasonably) on appeal.

“TILT Interim Order” means the interim order of the Court made and granted to TILT pursuant to Section 291 of 
the BCBCA providing for, among other things, the calling and holding of the TILT Meeting, as the same may be 
amended by the Court with the consent of TILT and SVT, which consent shall not be unreasonably withheld, 
conditioned or delayed.

“TILT Locked-up Shareholders” means those certain prospective holders of TILT Class A Shares that signed 
TILT Voting Agreements in connection with the Business Combination Agreement.

“TILT Meeting” means the annual and special meeting of TILT Shareholders, including any adjournment or 
postponement thereof, called and held on November 13, 2018 in accordance with the Interim Order to consider, 
among other things, the TILT Continuance Resolution, the TILT Business Combination Resolution, the election of 
directors, the approval of the Equity Incentive Plan, the ratification of the appointment of MNP LLP as the auditor, 
and the fixing of MNP LLP’s remuneration by the directors.

“TILT Notice of Hearing of Petition” means the notice of hearing of petition addressed to TILT Shareholders and 
filed in the Supreme Court of British Columbia on October 9, 2018 in connection with the Plan of Arrangement.

“TILT Replacement Options” means options to purchase TILT Class A Shares issued in exchange for any issued 
and outstanding Employee Options, the terms and conditions of such options, including the term to expiry, 
conditions to and manner of exercising, will be the same as the Employee Option, for which it was exchanged, 
subject to proportional adjustment to the exercise price and number of TILT Class A Shares subject to each such 
option and taking into account the requirements of Section 409A of the Code.

“TILT Shareholders” means holders of TILT Class A Shares, or prior to the issuance of the TILT Class A Shares 
holders of securities which will be exchanged for TILT Class A Shares as part of the transactions under the 
Contemporaneous Agreements, and TILT Class B Shares provided however that, following the TILT Stock 
Repurchase, it means holders of the TILT Class A Shares.
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“TILT Stock Repurchase” means the repurchase and cancellation of TILT Class B Shares pursuant to the TILT 
Stock Repurchase Agreement.

“TILT Stock Repurchase Agreement” means the stock repurchase agreement dated July 9, 2018 between TILT 
and SVT, as amended October 3, 2018, pursuant to which immediately after the TILT Continuation TILT 
repurchased from SVT and cancelled all of the issued and outstanding TILT Class B Shares.

“TILT Subco” means 1167407 B.C. Ltd., a corporation formed under the Laws of the Province of British Columbia 
and a wholly-owned Subsidiary of TILT.

“TILT Subco Shares” means the common shares of TILT Subco.

“TILT US” means TILT Holdings US, Inc.

“TILT Voting Agreements” means the voting agreements (including all amendments thereto) of all the 
Constituents signed by the TILT Locked-up Shareholders setting forth the terms and conditions upon which they 
agreed, among other things, to vote their TILT Class A Shares in favour of the TILT Continuance Resolution and 
the TILT Business Combination Resolution.

“Transacting Parties” means SVT, Baker, Briteside, and Sea Hunter, and “Transacting Party” means any of 
them.

“United States” means the United States of America, its territories and possessions, any State of the United States, 
and the District of Columbia.

“U.S. GAAP” means generally accepted accounting principles in the United States of America.

“U.S. Residents” has the meaning ascribed thereto in “Description of Securities – Conversion Restrictions”.

“U.S. Securities Act” means the United States Securities Act of 1933, as amended and the rules and regulations 
promulgated thereunder.

“U.S. Shareholders” means those TILT Shareholders that are located in the United States or that are, or are acting 
for the account or benefit of, U.S. Persons, as defined under Rule 902(k) of Regulation S, promulgated under the 
U.S. Securities Act.

“White Haven” has the meaning ascribed thereto in “General Development of the Business – Financing – Standard 
Farms, LLC”.

Words importing the singular number only include the plural and vice versa, and words importing any gender 
include all genders.

2. CORPORATE STRUCTURE

Corporate Name

The full corporate name of the Resulting Issuer is TILT Holdings Inc. The head office and registered office of the 
Resulting Issuer is located at Suite 2200, HSBC Building, 885 West Georgia Street, Vancouver, British Columbia, 
V6C 3E8.

Incorporation

The Resulting Issuer was incorporated under the laws of Nevada pursuant to NRS Chapter 78 on June 22, 2018. The 
Resulting Issuer was continued under the BCBCA pursuant to a Certificate of Continuance on November 14, 2018.
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Inter-corporate Relationships

Pre-Business Combination

Prior to the completion of the Business Combination, the Resulting Issuer had one wholly-owned direct subsidiary, 
TILT Holdings US, Inc. (Nevada).

The following chart illustrates the Resulting Issuer’s corporate structure prior to the completion of the Business 
Combination, together with the place of incorporation/governing law of its subsidiary and the percentage of voting 
securities beneficially owned by the Resulting Issuer:

Post-Business Combination

Following the completion of the Business Combination, the Resulting Issuer has three wholly-owned direct 
subsidiaries and 23 wholly-owned indirect subsidiaries.

The following chart illustrates the Resulting Issuer’s corporate structure following the completion of the Business 
Combination, together with the place of incorporation/governing law of each subsidiary and the percentage of voting 
securities beneficially owned by the Resulting Issuer:
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3. GENERAL DEVELOPMENT OF THE BUSINESS

General Development of the Business of the Issuer

On June 22, 2018, TILT Holdings Inc. was formed with the intention of creating a vertically integrated, technology 
driven infrastructure platform to deliver comprehensive solutions to the legalized cannabis industry in Canada and 
the U.S. The Resulting Issuer plans to deliver a broad range of cannabis products and services designed to enhance 
both the business and consumer experiences through improved efficiencies, connectivity, quality, delivery, and 
efficacy, all supported by a robust technology platform.

Since its inception, the Resulting Issuer has been focused on completing the Business Combination. Following the 
completion of the Business Combination, the Resulting Issuer will focus on the businesses of SVT and the 
Constituents.

Details regarding the Business Combination, including the background to, reasons for, details of, conditions to, and 
effect of the Business Combination are set forth in this Listing Statement and the Schedules hereto. Readers are 
urged to carefully read the information in this Listing Statement and the Schedules hereto.

Business Combination

Background to the Business Combination

The provisions of the Business Combination Agreement are the result of arm’s length negotiations conducted among 
representatives of TILT, the Constituents and SVT, with the assistance of their respective legal and financial 
advisors.

Immediately after the TILT Continuance Resolution was approved by TILT Shareholders at the TILT Meeting, the 
TILT Meeting was adjourned and the Constituents closed a series of transactions as contemplated by the 
Contemporaneous Agreements following which the TILT Continuance was effected, the TILT Meeting was 
reconvened, and the TILT Business Combination Resolution and all other matters that were to be considered at the 
TILT Meeting were approved thereat. Specifically:

(a) as contemplated by the Briteside Contribution Agreement, all members of Briteside contributed
their Briteside membership interests to TILT in exchange for 42,753,058 TILT Class A Shares;

(b) as contemplated by the Sea Hunter Contribution Agreement, Sea Hunter Holdings contributed its 
Sea Hunter membership interests to TILT in exchange for 78,707,757 TILT Class A Shares;

(c) as contemplated by the Baker Agreement and Plan of Merger, TILT US merged with and into 
Baker, and the shareholders of Baker exchanged their common shares of Baker for 27,289,186
TILT Class A Shares;

(d) as contemplated by the TILT Contribution Agreement, TILT contributed all of its Briteside 
membership interests and all of its Sea Hunter membership interests to Baker; and

(e) as contemplated by the TILT Agreement and Plan of Conversion, after obtaining the requisite 
TILT Shareholder approval of the TILT Continuance Resolution, TILT continued as a corporation 
from the jurisdiction of Nevada to the jurisdiction of British Columbia.

Overview of the Business Combination

The Business Combination was proposed pursuant to the terms of the Business Combination Agreement which was 
entered into by SVT, the Constituents, and Finco on July 9, 2018.

Under the Business Combination, after completion of the TILT Continuance and the SVT Continuance:

(a) each TILT Class A Share was exchanged for Resulting Issuer Compressed Shares based on the 
TILT share exchange ratio (rounded down to the nearest whole number) on a book-entry, 
certificated or uncertificated basis, to which such TILT Shareholder was entitled as aforesaid and 
the name of such TILT Shareholder was added to the central securities register maintained by or 
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on behalf of the Resulting Issuer showing such holder as the registered holder of Resulting Issuer 
Compressed Shares so issued;

(i) for greater certainty, the authorized but unissued TILT Class A Shares were cancelled 
and the articles of the Resulting Issuer were amended such that the authorized capital of 
the Resulting Issuer was changed by deleting the TILT Class A Shares as a class of 
shares of the Resulting Issuer;

(ii) the amount added to the stated capital of the Resulting Issuer Compressed Shares was the 
paid-up capital (as that term is used for purposes of the Tax Act) of the TILT Class A 
Shares immediately prior to the Effective Time;

(iii) the transactions contemplated by this Section (a) were to, in conjunction with the TILT 
Continuance, occur in the course of a reorganization of the capital of TILT;

(b) one minute after Section (a) above, each SVT Share Unit outstanding immediately vested in 
accordance with the terms of the SVT’s Share Unit Plan and was surrendered to SVT by the 
holder of such SVT Share Unit for one SVT Common Share, and the SVT Common Share 
issuable in connection therewith was deemed to be issued to such holder of the SVT Share Unit as 
fully paid and non-assessable shares in the capital of SVT, provided that no share certificates were
issued with respect to such SVT Common Shares;

(c) one minute after Section (b) above, SVT and a wholly-owned subsidiary of TILT Canada, being 
TILT Subco, merged to form Amalco, with the same effect as if they had amalgamated under 
Section 269 of the BCBCA, except that the legal existence of SVT did not cease, and SVT 
survived the amalgamation notwithstanding the issue by the Registrar of a certificate of 
amalgamation and the assignment of a new incorporation number to Amalco;

(i) without limiting the generality of Section (c) above, the separate legal existence of TILT 
Subco ceased without TILT Subco being liquidated or wound up, and SVT and TILT 
Subco continued as one company;

(ii) the property, rights and interests of each of SVT and TILT Subco continue to be the 
property, rights and interests of Amalco;

(iii) Amalco continues to be liable for the obligations of each of SVT and TILT Subco;

(iv) the Articles of Amalco shall be substantially in the form of the Notice of Articles and 
Articles of TILT Subco;

(v) each SVT Common Share held by an SVT Shareholder was exchanged for Resulting 
Issuer Common Shares on the basis of the SVT share exchange ratio (rounded down to 
the nearest whole number), provided that a former holder of SVT Common Shares that 
were evidenced by certificates must submit an SVT Letter of Transmittal together with its 
share certificates representing SVT Common Shares in accordance with the Plan of 
Arrangement in order to receive its Resulting Issuer Common Shares; 

(vi) with respect to each SVT Common Share transferred and assigned in accordance with 
Section (c)(v) hereof:

(A) the registered holder thereof ceased to be the registered holder of such SVT 
Common Share and the name of such registered holder was removed from the 
register of SVT Shareholders; and

(B) the registered holder thereof was deemed to have executed and delivered all 
consents, releases, assignments and waivers, statutory or otherwise, required to 
exchange such SVT Common Shares in accordance with Section (c)(v) hereof; 
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(vii) the shares of TILT Subco were exchanged for shares of Amalco on the basis of one share 
of Amalco for each share of TILT Subco; 

(viii) in consideration for the Resulting Issuer’s issuance of Resulting Issuer Common Shares, 
Amalco issued to the Resulting Issuer one Amalco Share for each Resulting Issuer 
Common Share issued by the Resulting Issuer; 

(ix) the board of directors of Amalco shall be comprised of a minimum of one and a 
maximum of 10 directors; and

(x) the amount added to the stated capital of the Resulting Issuer Common Shares was the 
paid-up capital (as that term is used for purposes of the Tax Act) of the SVT Common 
Shares immediately prior to the Effective Time;

(d) one minute after Section (c) above, each Finco Subscription Receipt was automatically converted 
to one Finco Common Share, all in accordance with the terms of the Finco Subscription Receipts;

(e) one minute after Section (d) above, Finco and Finco Subco merged to form Finco Amalco, with 
the same effect as if they had amalgamated under Section 269 of the BCBCA, except that the legal 
existence of Finco did not cease, and Finco survived the Finco Amalgamation notwithstanding the 
issue by the Registrar of a certificate of amalgamation and the assignment of a new incorporation 
number to Finco Amalco;

(i) without limiting the generality of Section (e) above, the separate legal existence of Finco 
Subco ceased without Finco Subco being liquidated or wound up, and Finco and Finco 
Subco shall continue as one company;

(ii) the property, rights and interests of each of Finco and Finco Subco continue to be the 
property, rights and interests of Finco Amalco;

(iii) Finco Amalco continues to be liable for the obligations of each of Finco and Finco 
Subco;

(iv) the Notice of Articles and Articles of Finco Amalco shall be substantially in the form of 
the Notice of Articles and Articles of Finco Subco; 

(v) each Finco Common Share was exchanged for one Resulting Issuer Common Share and 
each Finco Special Share was exchanged for 0.01 of a Resulting Issuer Compressed 
Share, as the case may be;

(vi) with respect to each Finco Common Share and each Finco Special Share exchanged in 
accordance with Section (e)(vi) hereof:

(A) the registered holder thereof ceased to be the registered holder of such Finco 
Common Share or Finco Special Share; and

(B) the registered holder thereof was deemed to have executed and delivered all 
consents, releases, assignments and waivers, statutory or otherwise, required to 
convert such Finco Common Shares and Finco Special Shares in accordance 
with Section (e)(vi) hereof;

(vii) the shares of Finco Subco were exchanged for shares of Finco Amalco on the basis of one 
share of Finco Amalco for each share of Finco Subco; 

(viii) in consideration for the Resulting Issuer’s issuance of Resulting Issuer Common Shares 
and Resulting Issuer Compressed Shares, as the case may be, Finco Amalco issued to the 
Resulting Issuer one Finco Amalco Share for each Resulting Issuer Common Share or 
100 Finco Amalco Shares for each Resulting Issuer Compressed Share, as the case may 
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be, issued by the Resulting Issuer on conversion of the subscription receipts of Finco and 
the exchange of Finco Special Shares;

(ix) the board of directors of Finco Amalco shall be comprised of a minimum of one and a 
maximum of 10 directors;

(x) the amount added to the stated capital of the Resulting Issuer Common Shares was the 
paid-up capital (as that term is used for purposes of the Tax Act) of the Finco Common 
Shares immediately prior to the Finco Amalgamation; and

(xi) the amount added to the stated capital of the Resulting Issuer Compressed Shares was the 
paid-up capital (as that term is used for purposes of the Tax Act) of the Finco Special
Shares immediately prior to the Finco Amalgamation; 

(f) one minute after Section (e) above, each SVT Option was exchanged for Resulting Issuer 
replacement options for Resulting Issuer Common Shares on the basis of the SVT share exchange 
ratio (provided that if the foregoing would have resulted in the issuance of a fraction of a 
Resulting Issuer Common Share on any particular exercise of a Resulting Issuer replacement 
option for Resulting Issuer Common Shares, then the number of Resulting Issuer Common Shares 
otherwise issued was rounded down to the nearest whole number). Such Resulting Issuer 
replacement options for Resulting Issuer Common Shares provide for an exercise price per 
Resulting Issuer replacement option for Resulting Issuer Common Shares (rounded up to the 
nearest whole cent) equal to the quotient obtained when: (i) the exercise price per SVT Common 
Share that would otherwise be payable pursuant to the SVT Option it replaced is divided by (ii) 
the SVT share exchange ratio, and any document evidencing an SVT Option thereafter evidences
and was deemed to evidence such Resulting Issuer replacement options for Resulting Issuer 
Common Shares. Except as provided herein, all terms and conditions of a Resulting Issuer 
replacement option for Resulting Issuer Common Shares, including the term to expiry, conditions 
to and manner of exercising, will be the same as the SVT Option for which it was exchanged, and 
are governed by the terms of the Resulting Issuer Equity Incentive Plan, and the exchange did not 
provide any optionee with any additional benefits as compared to those under his or her original 
SVT Option. It is intended that subsection 7(1.4) of Tax Act and U.S. Treas. Reg. Secs. 1.424-
1(a)(5) and 1.409A-1(b)(5)(v)(D), as applicable, applied to such exchange of SVT Options. 
Accordingly, and notwithstanding the foregoing, if required, the exercise price of a Resulting 
Issuer replacement option for Resulting Issuer Common Shares was increased such that the in-the-
money amount of the Resulting Issuer replacement option for Resulting Issuer Common Shares 
immediately after the exchange did not exceed the in-the-money amount of the SVT Option (or a 
fraction thereof) exchanged for such Resulting Issuer replacement option for Resulting Issuer 
Common Shares immediately before the exchange and so on a share-by-share basis, the ratio of 
the exercise price to the fair market value of the SVT Options exchanged was not less favourable 
to the optionee than the ratio of the exercise price to the fair market value of the Resulting Issuer 
replacement options for Resulting Issuer Common Shares immediately following the exchange;

(g) one minute after Section (f) above, the SVT Options exchanged pursuant to Section (f) were
cancelled without payment;

(h) one minute after Section (g) above, each TILT option was exchanged for Resulting Issuer 
replacement options for Resulting Issuer Common Shares on the basis of the TILT share exchange 
ratio (provided that if the foregoing would have resulted in the issuance of a fraction of a 
Resulting Issuer Common Share on any particular exercise of a Resulting Issuer replacement 
option for Resulting Issuer Common Shares, then the number of Resulting Issuer Common Shares 
otherwise issued was rounded down to the nearest whole number). Such Resulting Issuer 
replacement options for Resulting Issuer Common Shares provide for an exercise price per 
Resulting Issuer replacement option for Resulting Issuer Common Shares (rounded up to the 
nearest whole cent) equal to the quotient obtained when: (i) the exercise price per TILT Class A 
Share that would otherwise be payable pursuant to the TILT option it replaced is divided by (ii) 
the TILT share exchange ratio, and any document evidencing an TILT option thereafter evidences 
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and was deemed to evidence such Resulting Issuer replacement options for Resulting Issuer 
Common Shares. Except as provided herein, all terms and conditions of a Resulting Issuer 
replacement option for Resulting Issuer Common Shares, including the term to expiry, conditions 
to and manner of exercising, will be the same as the TILT option for which it was exchanged, and 
are governed by the terms of the Resulting Issuer Equity Incentive Plan, and the exchange did not 
provide any optionee with any additional benefits as compared to those under his or her original 
TILT option. It is intended that subsection 7(1.4) of Tax Act and U.S. Treas. Reg. Secs. 1.424-
1(a)(5) and 1.409A-1(b)(5)(v)(D), as applicable, applied to such exchange of TILT options. 
Accordingly, and notwithstanding the foregoing, if required, the exercise price of a Resulting 
Issuer replacement option for Resulting Issuer Common Shares was increased such that the in-the-
money amount of the Resulting Issuer replacement option for Resulting Issuer Common Shares 
immediately after the exchange did not exceed the in-the-money amount of the TILT option (or a 
fraction thereof) exchanged for such Resulting Issuer replacement option for Resulting Issuer 
Common Shares immediately before the exchange and so on a share-by-share basis, the ratio of 
the exercise price to the fair market value of the TILT options exchanged was not less favourable 
to the optionee than the ratio of the exercise price to the fair market value of the Resulting Issuer 
replacement options for Resulting Issuer Common Shares immediately following the exchange;
and

(i) one minute after Section (h) above, the TILT options exchanged pursuant to Section (h) were 
cancelled without payment;

(j) one minute after (i) above, each Finco Compensation Option was exchanged for one Resulting 
Issuer Compensation Option. Such Resulting Issuer Compensation Options provided for an 
exercise price per Resulting Issuer Common Share equal to the exercise price per Finco Common 
Share under the original Finco Compensation Option, and any document evidencing an Finco 
Compensation Option was thereafter evidence and was deemed to be evidence such Resulting 
Issuer Compensation Options. Except as provided herein, all terms and conditions of a Resulting 
Issuer Compensation Option, including the term to expiry, conditions to and manner of exercising, 
are the same as the Finco Compensation Option for which it was exchanged. It is intended that 
subsection 7(1.4) of Tax Act and U.S. Treas. Reg. Secs. 1.424-1(a)(5) and 1.409A-1(b)(5)(v)(D), 
as applicable, applied to such exchange of Finco Compensation Options. Accordingly, and 
notwithstanding the foregoing, if required, the exercise price of a Resulting Issuer Compensation 
Option was increased such that the in-the-money amount of the Resulting Issuer Compensation 
Option immediately after the exchange did not exceed the in-the-money amount of the Finco 
Compensation Option (or a fraction thereof) exchanged for such Resulting Issuer Compensation 
Option immediately before the exchange and so on a share-by-share basis, the ratio of the exercise 
price to the fair market value of the Finco Compensation Options being exchanged was not less 
favourable to the optionee than the ratio of the exercise price to the fair market value of the 
Resulting Issuer Compensation Options immediately following to the exchange; and

(k) one minute after (j) above, the Finco Compensation Options exchanged pursuant to Subsection (j) 
were cancelled without payment.

As of the Effective Date, certificates representing SVT Common Shares will only represent the right to receive the 
corresponding Resulting Issuer Common Shares under the Business Combination, or for SVT Dissenting 
Shareholders, the fair value for such SVT Common Shares. Certificates representing TILT Class A Shares will only 
represent the right to receive the corresponding Resulting Issuer Compressed Shares under the Business 
Combination or, for TILT Dissenting Shareholders, the fair value for such TILT Class A Shares.

You should refer to the full text of each of the Business Combination Agreement and the Plan of Arrangement for 
complete details of those documents. The full text of the Business Combination Agreement is available on SVT’s 
SEDAR profile at www.sedar.com and from the Resulting Issuer at (647) 777-1744 or 
mark.herron@svhcanada.com, and the full text of the Plan of Arrangement is available in Schedule “N” of the 
Information Circular available on SVT’s SEDAR profile at www.sedar.com and from the Resulting Issuer at (647) 
777-1744 or mark.herron@svhcanada.com.
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The Business Combination Agreement

On July 9, 2018, Baker, Briteside, Sea Hunter, SVT, and Finco entered into the Business Combination Agreement, 
pursuant to which, subject to the terms and conditions set forth in the Business Combination Agreement, among 
other things, TILT exchanged TILT Class A Shares for Resulting Issuer Compressed Shares and, among other 
things, acquired all of the issued and outstanding SVT Common Shares, TILT Subco Shares, Finco Common 
Shares, Finco Special Shares, Finco Compensation Options, and Finco Subco Shares as part of the Plan of 
Arrangement.

The terms of the Business Combination Agreement are the result of arm’s-length negotiations conducted between 
Baker, Briteside, Sea Hunter, SVT, and Finco and with the assistance of their respective financial and legal advisors.

The Business Combination Agreement contained certain conditions precedent, representations and warranties, 
covenants, and waiver provisions. The full text of the Business Combination Agreement is available on SVT’s 
SEDAR profile at www.sedar.com and from the Resulting Issuer at (647) 777-1744 or 
mark.herron@svhcanada.com. You are encouraged to read the Business Combination Agreement carefully and in its 
entirety, as the rights and obligations of Baker, Briteside, Sea Hunter, SVT, and Finco are governed by the express 
terms of the Business Combination Agreement and not by this summary or any other information contained in this 
Listing Statement.

Financing

Pursuant to an agency agreement dated November 16, 2018 (the “Agency Agreement”) among TILT, SVT, Finco,
Sea Hunter, Baker, Briteside, Canaccord and the rest of the syndicate (collectively, the “Agents”) formed in respect 
of the Financing (as defined below), Finco completed a private placement of 22,886,858 Finco Subscription 
Receipts at a price of C$5.25 per Finco Subscription Receipt (the “Issue Price”) for aggregate gross proceeds of 
$120,156,004 (the “Financing”).

As part of the Plan of Arrangement, each Finco Subscription Receipt automatically converted, without the payment 
of any further consideration, into one Finco Common Share and each Finco Common Share was exchanged for one 
Resulting Issuer Common Share. The holders of Finco Subscription Receipts are subject to and bound by the terms 
of the Plan of Arrangement as shareholders of Finco at the Effective Date.

The gross proceeds of the Financing, less 50% of the cash commission payable to the Agents and the Agents’ 
estimated expenses, were held in escrow until immediately prior to the Effective Date. The Agents received a cash 
commission equal to 7% of the gross proceeds of the Financing. Finco also granted to the Agents compensation 
options (the “Compensation Options”) entitling the Agents to subscribe for that number of Finco Common Shares 
as is equal to 7% of the total number of Finco Subscription Receipts sold pursuant to the Financing. The 
Compensation Options will be exercisable to acquire one Finco Common Share at the Issue Price for a period of two 
years from the Effective Date. Notwithstanding anything to the contrary in the Agency Agreement, up to US$20 
million of the Financing was reserved for a President’s List on which the Agents’ above-noted cash commission and 
Compensation Options was reduced to 2%.

The Resulting Issuer intends to use the net proceeds from the Financing for organic growth initiatives, working 
capital, and to the extent they are completed, the following acquisitions.

Terradiol Ohio, LLC

On August 16, 2018, SH Ohio License Holder Corp., a Delaware corporation, (“SH Ohio”) and an indirect 
subsidiary of Sea Hunter Capital Management, LLC (an entity owned equally by Alexander Coleman, Robert Leidy 
and Kevin McCluskey), completed a series of transactions with Terradiol Ohio LLC, an Ohio limited liability 
Company (“Terradiol”), and its parent, Terradiol Management Company LLC, a New York limited liability 
company (“Terradiol Parent”). Terradiol holds a provisional Level I cannabis cultivation license and has submitted 
an application for a cannabis processing license, in each case from the Ohio Department of Commerce. The 
transactions contemplated by the parties allow SH Ohio to manage and operate Terradiol’s business and provide SH 
Ohio with an option to acquire Terradiol from Terradiol Parent.
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Pursuant to a management services agreement (the “Management Agreement”) entered into by SH Ohio and 
Terradiol on August 16, 2018, SH Ohio will manage and operate Terradiol’s business in all respects in exchange for 
a quarterly management fee equal to 90% of Terradiol’s net profit. SH Ohio will also be reimbursed for all direct 
expenses reasonably incurred in connection with SH Ohio’s management obligations. Under the Management 
Agreement, SH Ohio must pay Terradiol’s operating costs and expenses, including those accrued on Terradiol’s 
books and records, until Terradiol has sufficient revenues to sustain its own costs and expenses. Additionally, 
pursuant to the Management Agreement, SH Ohio made a payment of $600,000 to Terradiol for partial satisfaction 
of a debt Terradiol owes to its affiliates. SH Ohio may terminate the Management Agreement upon 30 days’ notice 
to Terradiol. Additionally, either SH Ohio or Terradiol may terminate upon the other’s breach of a material term and 
failure to cure such breach.

Concurrently with the execution of the Management Agreement, SH Ohio entered into an Option Agreement (the 
“Option Agreement”) with Terradiol Parent, which grants SH Ohio or its assignee an option, exercisable within ten 
years, to acquire all of the interests in Terradiol from Terradiol Parent.

In consideration for entering into the Management Agreement and the Option Agreement, SH Ohio issued two 
promissory notes to Terradiol Parent: Exchangeable Promissory Note No. 1 in the principal amount of $20,000,000 
(the “Cultivation Note”) and Exchangeable Promissory Note No. 2 in the principal amount of $3,000,000 (the 
“Processing Note”, and together with the Cultivation Note, the “Notes”). The Processing Note is contingent upon 
Terradiol’s receipt of a provisional processing license from the Ohio Department of Commerce and does not 
evidence any indebtedness until such provision processing license has been received. The Cultivation Note is 
contingent upon the approval by the Ohio Department of Commerce to the extension of time for the issuance of a 
Certificate of Operation to Terradiol in connection with its cultivation license. The Ohio Department of Commerce 
has provided short-term extensions for two months, but Terradiol is still awaiting a longer-term extension.  
Following the consummation of the Business Combination, the Notes will be automatically exchanged for a right to 
receive Resulting Issuer Compressed Shares following the receipt by Sea Hunter Capital Management, LLC of 
Resulting Issuer Compressed Shares after such shares are distributed by Sea Hunter Holdings to its members. If the 
Business Combination is not consummated, the Notes will constitute only instruments of indebtedness of SH Ohio 
that would mature on December 31, 2018, subject to certain exceptions.

Sea Hunter Holdings also entered into an escrow agreement (the “Sea Hunter Escrow Agreement”) on August 6, 
2018, with Terradiol. Pursuant to the Sea Hunter Escrow Agreement, Sea Hunter Holdings funded $2,000,000 into 
escrow as a deposit in exchange for Terradiol Parent’s grant of exclusivity under the non-binding letter of intent
entered into by Sea Hunter Holdings and Terradiol Parent on July 25, 2018. The deposit amount was disbursed to 
Terradiol or one of its affiliates following the execution of the Management Agreement, Option Agreement and 
Notes. See “General Development of the Business – Regulation of Cannabis at State and Local Levels – Ohio –
Ohio Regulatory Landscape.”

Jupiter Research, LLC

On August 2, 2018, Sea Hunter Holdings entered into a non-binding letter of intent (as amended on August 2, 2018 
and August 31, 2018) with Jupiter Research, LLC (“Jupiter”) setting forth the terms and conditions upon which an 
affiliate of Sea Hunter proposes to acquire Jupiter, a developer and manufacturer of vaporization technologies for 
natural plant-derived cannabis oil producers, for total consideration of US$210 million. Pursuant to the non-binding 
letter of intent, Sea Hunter’s affiliate will pay US$210 million, consisting of: (i) US$70 million in cash, payable (a) 
US$35 million at closing, and (b) US$35 million 90 days after closing, subject to certain employment-related 
conditions; and (ii) US$140 million payable at closing in the form of securities convertible or exchangeable for 
securities of the Resulting Issuer, with a value per share equal to the lesser of (a) the Issue Price, and (b) the per 
share value of TILT’s Class A Common Shares based on a valuation of TILT of US$1 billion, provided that a 
portion of the securities issued as consideration are subject to certain vesting provisions, and further provided that 
the number of securities convertible or exchangeable for securities of the Resulting Issuer issuable shall be subject to 
any restrictions or limitations set forth in any applicable rules and regulations of the CSE.

Blkbrd Holdings Corp.

On July 30, 2018, Sea Hunter Holdings entered into a non-binding letter of intent with Blkbrd Holdings Corp. 
(“Blackbird”) setting forth the terms and conditions upon which an affiliate of Sea Hunter proposes to acquire 
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Blackbird for total consideration of US$30 million. Through its wholly owned subsidiary, Blackbird holds 
marijuana support licenses issued by various counties in Nevada.

Pursuant to the non-binding letter of intent, Sea Hunter Holdings will pay US$30 million to Blackbird, consisting of: 
(i) US$5 million in cash, payable (a) US$1.5 million at the time the non-binding letter of intent was signed, and (b) 
US$3.5 million at closing; and (ii) US$25 million in Resulting Issuer Compressed Shares with the number of 
Resulting Issuer Compressed Shares being dependent on the agreed valuation of the Resulting Issuer. The 
transaction is due to occur pursuant to a two-step merger in which (1) a wholly owned subsidiary of the Resulting 
Issuer will merge with and into Blackbird with Blackbird as the surviving entity and (2) the surviving entity of the 
foregoing merger will merge with and into another wholly owned subsidiary of the Resulting Issuer, with such 
second wholly owned subsidiary being the surviving entity. In connection with the proposed merger, it is 
contemplated that Blackbird will enter into an arrangement with Blkbrd OCA granting Blackbird a continuing right 
to use the California temporary distributor license held by Blkbrd OCA. See “General Development of the Business 
– Regulation of Cannabis at State and Local Levels – Nevada – Nevada Regulatory Landscape” and “General 
Development of the Business – Regulation of Cannabis at State and Local Levels – California – California
Regulatory Landscape.”

In the event that the acquisition of Blackbird does not close, the US$1.5 million working capital facility shall 
become due and payable on July 30, 2019 at an interest rate of 10%, calculated from the date of funding to the date 
of repayment, which may be converted into equity upon the mutual agreement of the parties if Blackbird completes 
a separate equity transaction. As of the date of this Listing Statement, the purchase price and valuation pursuant to 
the merger agreement are still under negotiation.

Standard Farms, LLC

On July 28, 2018, Sea Hunter entered into a non-binding letter of intent with Standard Farms, LLC (“Standard 
Farms”) and White Haven RE (“White Haven”) setting forth the terms and conditions upon which an affiliate of 
Sea Hunter proposes to acquire Standard Farms and White Haven for a total consideration of US$40 million.
Standard Farms is a licensed grower/processor of cannabis in Pennsylvania. Pursuant to the non-binding letter of 
intent, Sea Hunter’s affiliate will pay a sum of US$40 million to the parent company of Standard Farms and White 
Haven (“Parent Company”), consisting of: (i) US$12 million in cash, payable (a) as a US$1 million good faith 
deposit (which shall be placed into escrow as set forth in the letter of intent), and (b) US$11 million at closing; and 
(ii) US$28 million payable at closing in the form of securities of, or securities convertible or exchangeable for 
securities of the Resulting Issuer priced at the same valuation as determined by Canaccord in connection with the 
Financing, subject to applicable securities law requirements.

In addition, the Resulting Issuer intends to provide a loan to Standard Farms Ohio, LLC, another subsidiary of the 
Parent Company, which holds a provisional processor license in the State of Ohio, which loan will be convertible 
into equity of Standard Farms Ohio LLC subject to certain terms and conditions and to applicable laws and 
regulations.

The Parent Company and/or its affiliates have also applied or intend to apply for several state cannabis permits
which have not yet been awarded. If the Parent Company and/or its affiliates are awarded any of the permits set out 
in the letter of intent, Sea Hunter will have a right of first offer to purchase any or all such licenses from the Parent 
Company, and/or their affiliates, at the prices set out in the non-binding letter of intent provided in a ratio of 30% 
cash and 70% securities of the Resulting Issuer or as otherwise agreed among the Resulting Issuer and the Parent 
Company. See “General Development of the Business – Regulation of Cannabis at State and Local Levels –
Pennsylvania – Pennsylvania Regulatory Landscape.”

Ancillary Finco Investment

Prior to the closing of the Business Combination, Sea Hunter Holdings entered into a subscription agreement with 
Finco pursuant to which Sea Hunter Holdings purchased 6,961,659 Finco Special Shares at a price of US$4.0425
per Finco Special Share for aggregate proceeds of US$28,142,507.68 million (CAD$37,314,150.933). The proceeds 

                                                          

3 Calculated based on the Bank of Canada’s daily exchange rate on November 20, 2018, the date of closing of the Offering, of US$1.00 = 
CAD$1.3259.
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of the Ancillary Finco Investment, were loaned by Finco to Sea Hunter for organic growth initiatives, working 
capital, and potential acquisitions.

As part of the Plan of Arrangement, each Finco Special Share was exchanged for 0.01 of a Resulting Issuer 
Compressed Share. Sea Hunter Holdings is subject to and bound by the terms of the Plan of Arrangement as a 
shareholder of Finco as at the Effective Date.

General Development of the Businesses of SVT and the Constituents Prior to the Business Combination

General Development of Baker’s Business

On September 16, 2014, Baker was organized as a limited liability company in the State of Colorado and was 
subsequently incorporated pursuant to the General Corporation Law of the State of Delaware on July 14, 2015.

On November 16, 2016, Baker filed an amended and restated certificate of incorporation to create its series seed 
preferred stock.

On August 16, 2017, Baker filed a second amended and restated certificate of incorporation to increase its 
authorized shares of common stock to 27,500,000, increase its authorized shares of preferred stock to 10,850,800 
(designated as series seed preferred stock and series A preferred stock), and convert each issued and outstanding 
share of its existing common stock and existing series seed preferred stock into 100 shares of common stock and 
series seed preferred stock, respectively.

On November 10, 2017, Baker acquired all of the issued and outstanding membership interests of Defender 
Marketing Services LLC (“Defender”) (dba Grassworks Digital, Grassworks Media and Simple Marijuana Menu) 
and its customer base in consideration for: (i) 432,499 shares of common stock; (ii) US$774,154 cash; and (iii) 50% 
of the revenues derived from Defender’s subscription agreements acquired thereunder for a period of one year from 
the acquisition date, estimated to be approximately US$190,392. One-third of the shares of common stock issued to 
Defender are subject to a vesting milestone of Baker having retained 128 of Defender’s customers by December 10, 
2018.

On July 9, 2018, Baker entered into the Business Combination Agreement.

General Development of Briteside’s Business

On December 9, 2016, Briteside was formed under the Tennessee Revised Limited Liability Company Act to 
provide vertically integrated services to the cannabis industry.

On February 10, 2017, Briteside completed a non-brokered private placement of 20% of the outstanding restricted 
Class A membership interests in Briteside (the “Briteside Membership Interests”) at a pre-money valuation of 
US$25,000,000 for gross proceeds of US$5,000,000 (the “February 2017 Financing”). Holders of Briteside 
Membership Interests (“Briteside Members”) issued under the February 2017 Financing were also granted 
warrants, pro rata in proportion to their holdings of Briteside Membership Interests, to purchase an additional 
aggregate of 5% of the outstanding Briteside Membership Interests based on a net pre-money valuation of 
US$74,970,000 (the “Briteside Warrants”).

On April 1, 2017, Briteside completed a non-brokered private placement of 2.5% of the outstanding Briteside 
Membership Interests at a pre-money valuation of US$40,000,000 for gross proceeds of US$1,000,000.

On May 1, 2017, Briteside completed a non-brokered private placement of 2.25% of the outstanding Briteside 
Membership Interests at a pre-money valuation of US$40,000,000 for gross proceeds of US$900,000.

On June 30, 2017, Briteside completed a non-brokered private placement of 3.34% of the outstanding Briteside 
Membership Interests at a pre-money valuation of US$30,000,000 for gross proceeds of US$1,000,000 and, through 
its subsidiary Briteside Oregon (as defined below) acquired by statutory warranty deed three tax lots in Bend, 
Oregon totaling approximately 120 acres (lots 1400, 1500, and 3400 located at, respectively, 23250 and 23450 
Walker Road, Bend, Oregon, 97701).
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On October 17, 2017, Briteside completed a non-brokered private placement of 5.07% of the outstanding Briteside 
Membership Interests at a pre-money valuation of US$25,000,000 for gross proceeds of US$1,266,667.

Between October and November 2017, Briteside Modular (as defined below) installed its modular technology on tax 
lot 3400, located at 23450 Walker Road, Bend, Oregon (the “Briteside Property”) to construct a 4,116 square foot 
facility (the “Briteside Production Facility”).

On December 17, 2017, Briteside completed a non-brokered private placement of 2.67% of the outstanding 
Briteside Membership Interests to existing Briteside Members at a pre-money valuation of US$12,500,000 for gross 
proceeds of US$333,333.

On June 26, 2018, existing Briteside Members exercised the Briteside Warrants for gross proceeds of 
US$3,748,500. Such Briteside Warrants represented all of the outstanding warrants of Briteside.

On July 9, 2018, Briteside entered into the Business Combination Agreement.

On July 31, 2018, Briteside completed a non-brokered private placement of 0.64% of the outstanding Briteside 
Membership Interests to arm’s length accredited investors (each one percent (1%) Briteside Membership Interest 
being valued at US$1,312,500) for gross proceeds of US$840,000.

General Development of Sea Hunter’s Business

Sea Hunter was incorporated pursuant to a certificate of formation issued under the Delaware Limited Liability 
Company Law on September 19, 2017 to provide cultivation, retail, operational, and capital support to state 
cannabis licensees.

In May 2018, SH Finance Company, LLC, a subsidiary of Sea Hunter (“SH Finance”), completed the acquisition of 
the existing debt of Ermont, Inc., a Massachusetts not-for-profit registered marijuana dispensary (“Ermont”), and 
Cultivo, LLC by receiving an assignment of and assuming an existing management services agreement with Zolly, 
LLC. SH Finance consolidated the debt and advances made on Ermont’s behalf at closing into a US$12.5 million 
loan and security agreement bearing interest at the rate of 18% per annum. The total transaction cost was US$15.0 
million (inclusive of a US$2.75 million payment for a management services agreement). Ermont has filed a priority 
registration for an ‘Adult Use’ marijuana establishment license in Massachusetts.

On May 1, 2018, Sea Hunter Holdings contributed its interest in Alternative Care Resource Group, LLC (“ACRG”), 
a Massachusetts not-for-profit and licensee, to Cultivo LLC, a wholly-owned subsidiary for the purpose of 
consolidating ownership of ACRG in Sea Hunter.

On July 9, 2018, Sea Hunter entered into the Business Combination Agreement.

On August 16, 2018, SH Ohio and an indirect subsidiary of Sea Hunter Capital Management, LLC (an entity owned 
equally by Alexander Coleman, Robert Leidy and Kevin McCluskey), completed a series of transactions with 
Terradiol, and Terradiol Parent. See “General Development of the Business – Financing – Terradiol Ohio, LLC” 
above.

General Development of SVT’s Business

SVT was incorporated on December 23, 2005 by Certificate of Incorporation issued pursuant to the provisions of the 
Business Corporations Act (Alberta) under the name Pretium Capital Corp. On September 3, 2008, SVT filed a 
Certificate of Continuance to continue Pretium Capital Corp. under the CBCA and changed its name to “Sitebrand 
Inc.” On October 24, 2011, SVT filed a Certificate of Amendment changing its name to Marchwell Ventures Ltd.
(“Marchwell”), and on April 11, 2018, it filed a further Certificate of Amendment and changed its name to Santé 
Veritas Holdings Inc. with a view to becoming a vertically integrated cannabis producer operating a cultivation, 
extraction, and distribution business. Prior to the date of this Listing Statement, SVT’s shares were listed on the CSE 
under the symbol “SV”.

On November 16, 2016, as amended on July 7, 2017, SVT entered into a lease agreement (the “Lease Agreement”)
with the City of Powell River, British Columbia (the “City of Powell River”). Pursuant to the Lease Agreement, 
SVT agreed to lease the building and portion of land known as 6270 Yew Street, Powell River, British Columbia 
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(the “Premises”) for a term of 10 years with an option to renew for an additional 10 years for rent equal to $15,000 
per month. SVT’s receipt of a Sales License will trigger a binding obligation for SVT to purchase the Premises from 
the City of Powell River 45 days following such receipt.

In January 2017, SVT completed a non-brokered private placement of 108,333,323 SVT Common Shares for 
aggregate consideration of $6.5 million.

On December 19, 2017, SVT completed a partially brokered, partially non-brokered private placement of 
52,942,355 SVT Common Shares for aggregate consideration of $15.8 million.

On April 25, 2018, SVT completed a reverse take-over of Marchwell pursuant to which Santé Veritas Therapeutics 
Inc. amalgamated with 1148607 B.C. Ltd., a wholly-owned subsidiary of Marchwell (“Marchwell Subco”), to form 
“SVT Opco” and SVT acquired all of the issued and outstanding shares of SVT Opco, issuing one SVT Common 
Share in exchange for each common share of SVT Opco held (the “RTO”). In connection with the RTO, SVT 
applied to list the SVT Common Shares on the CSE. The SVT Common Shares began trading on the CSE on May 
10, 2018.

On July 9, 2018, SVT entered into the Business Combination Agreement.

Trends, Commitments, Events, or Uncertainties

In accordance with the Canadian Securities Administrators Staff Notice 51-352 (Revised) – Issuers with U.S. 
Marijuana-Related Activities (“Staff Notice 51-352”), below is a table of concordance that is intended to assist 
readers in indentifying those parts of this Listing Statement that address the disclosure expectations outlined in Staff 
Notice 51-352.

Industry Involvement
Specific Disclosure Necessary to Fairly Present 

all Material Facts, Risks and Uncertainties
Listing Statement Cross Reference

All Issuers with U.S. 
Marijuana-Related 
Activities

Describe the nature of the issuer's involvement in 
the U.S. marijuana industry and include the 
disclosures indicated for at least one of the direct, 
indirect and ancillary industry involvement types
noted in this table.

“Narrative Description of the Business
– General Business of the Resulting 
Issuer”

“Narrative Description of the Business 
– General Business of Baker”

“Narrative Description of the Business 
– General Business of Briteside”

“Narrative Description of the Business 
– General Business of Sea Hunter”

“Narrative Description of the Business 
– General Business of SVT”
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Industry Involvement
Specific Disclosure Necessary to Fairly Present 

all Material Facts, Risks and Uncertainties
Listing Statement Cross Reference

Prominently state that marijuana is illegal under 
U.S. federal law and that enforcement of relevant 
laws is a significant risk.

Cover Page (disclosure in bold 
typeface)

Risk Factors – Industry and 
Regulatory Risks– Regulatory 
Regime”

“Risk Factors – Risks Specifically 
Related to the United States – Federal 
and State Forfeiture Laws”

“Risk Factors – Risks Specifically 
Related to the United States – Risk of 
Heightened Scrutiny by Regulatory 
Authorities”

“Risk Factors – Risks Specifically 
Related to the United States – Risk of 
Regulatory or Political Change”

“Risk Factors – Risks Specifically 
Related to the United States –
Cannabis Continues to be a Controlled 
Substance under the United States 
Federal Controlled Substances Act”

“Risk Factors – Risks Specifically 
Related to the United States –
Approach to Federal Enforcement of 
Cannabis Laws may be Subject to 
Change”

“Risk Factors – Risks Specifically 
Related to the United States –
Uncertainty Surrounding Existing 
Protection from U.S. Federal 
Prosecution”
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Industry Involvement
Specific Disclosure Necessary to Fairly Present 

all Material Facts, Risks and Uncertainties
Listing Statement Cross Reference

Discuss any statements and other available 
guidance made by federal authorities or 
prosecutors regarding the risk of enforcement 
action in any jurisdiction where the issuer 
conducts U.S. marijuana-related activities.

“General Development of the Business 
– Trends, Commitments, Events, or 
Uncertainties – Regulation of 
Cannabis in the United States 
Federally”

“General Development of the Business 
– Massachusetts – Massachusetts 
Regulatory Landscape”

“General Development of the Business 
– Regulation of Cannabis at State and 
Local Levels – Nevada – Nevada 
Regulatory Landscape”

“General Development of the Business 
– Regulation of Cannabis at State and 
Local Levels – New Jersey – New 
Jersey Regulatory Landscape”

“General Development of the Business 
– Regulation of Cannabis at State and 
Local Levels – Ohio – Ohio 
Regulatory Landscape”

“General Development of the Business 
– Regulation of Cannabis at State and 
Local Levels – Oregon – Oregon 
Regulatory Landscape”

“General Development of the Business 
– Regulation of Cannabis at State and 
Local Levels – Pennsylvania –
Pennsylvania Regulatory Landscape”

“Risk Factors – Industry and
Regulatory Risks– Regulatory 
Regime”

“Risk Factors – Risks Specifically 
Related to the United States – Federal 
and State Forfeiture Laws”

“Risk Factors – Risks Specifically 
Related to the United States – Risk of 
Heightened Scrutiny by Regulatory 
Authorities”

“Risk Factors – Risks Specifically 
Related to the United States – Risk of 
Regulatory or Political Change”

“Risk Factors – Risks Specifically 
Related to the United States –
Cannabis Continues to be a Controlled 
Substance under the United States 
Federal Controlled Substances Act”

“Risk Factors – Risks Specifically 
Related to the United States –
Approach to Federal Enforcement of 
Cannabis Laws may be Subject to 
Change”

“Risk Factors – Risks Specifically 
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Industry Involvement
Specific Disclosure Necessary to Fairly Present 

all Material Facts, Risks and Uncertainties
Listing Statement Cross Reference

Outline related risks including, among others, the 
risk that third party service providers could 
suspend or withdraw services and the risk that 
regulatory bodies could impose certain restrictions 
on the issuer's ability to operate in the U.S.

“Risk Factors – Business and 
Operational Risks – Reputational Risks
to Third Parties” 

“Risk Factors – Business and 
Operational Risks –Dependence on 
Suppliers and Skilled Labour” 

“Risk Factors – Risks Specifically 
Related to the United States – Reliance 
on Third-Party Suppliers”

“Risk Factors – Risks Specifically 
Related to the United States – Risks 
Associated with Banking, Financial 
Transactions, and Anti-Money 
Laundering Laws and Regulations”

“Risk Factors – Risks Specifically 
Related to the United States – Federal 
and State Forfeiture Laws”

“Risk Factors – Risks Specifically 
Related to the United States – Risk of 
Heightened Scrutiny by Regulatory 
Authorities”

“Risk Factors – Risks Specifically 
Related to the United States – Negative 
Impact of Regulatory Scrutiny on 
Raising Capital”

Given the illegality of marijuana under U.S. 
federal law, discuss the issuer's ability to access 
both public and private capital and indicate what 
financing options are / are not available in order to 
support continuing operations.

“Narrative Description of the Business 
– Available Funds”

“Risk Factors – Risks Specifically 
Related to the United States – Risks 
Associated with Banking, Financial 
Transactions, and Anti-Money 
Laundering Laws and Regulations”

“Risk Factors – Risks Specifically 
Related to the United States – Negative 
Impact of Regulatory Scrutiny on 
Raising Capital”

Quantify the issuer's balance sheet and operating 
statement exposure to U.S. marijuana-related 
activities.

“Selected Consolidated Financial 
Information”

Schedules “B” and “C” to this Listing 
Statement.

Disclose if legal advice has not been obtained, 
either in the form of a legal opinion or otherwise, 
regarding (a) compliance with applicable state 
regulatory frameworks and (b) potential exposure 
and implications arising from U.S. federal law.

Legal advice has been obtained.
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Industry Involvement
Specific Disclosure Necessary to Fairly Present 

all Material Facts, Risks and Uncertainties
Listing Statement Cross Reference

U.S. Marijuana Issuers with 
direct involvement in 
cultivation or distribution

Outline the regulations for U.S. states in which the 
issuer operates and confirm how the issuer 
complies with applicable licensing requirements 
and the regulatory framework enacted by the 
applicable U.S. state.

“General Development of the Business 
– Regulation of Cannabis at State and 
Local Levels”

“General Development of the Business 
– Regulation of Cannabis at State and 
Local Levels – Massachusetts-
Massachusetts Reporting 
Requirements”

“General Development of the Business 
– Regulation of Cannabis at State and 
Local Levels – New Jersey- New 
Jersey Reporting Requirements”

“General Development of the Business 
– Regulation of Cannabis at State and 
Local Levels – Oregon- Oregon 
Reporting Requirements”

“General Development of the Business 
– Regulation of Cannabis at State and 
Local Levels – Nevada- Nevada 
Reporting Requirements”

“General Development of the Business 
– Regulation of Cannabis at State and 
Local Levels – California- California 
Reporting Requirements”

Discuss the issuer's program for monitoring 
compliance with U.S. state law on an ongoing 
basis, outline internal compliance procedures and 
provide a positive statement indicating that the 
issuer is in compliance with U.S. state law and the 
related licensing framework. Promptly disclose 
any non-compliance, citations or notices of 
violation which may have an impact on the 
issuer's licence, business activities or operations.

“General Development of the Business 
– Trends Commitments, Events or 
Uncertainties – Regulatory Overview”

“General Development of the Business 
– Resulting Issuer Compliance 
Program”

“Risk Factors – Risks Specifically 
Related to the United States – Risk of 
Regulatory or Political Change”

U.S. Marijuana Issuers with 
indirect involvement in 
cultivation or distribution

Outline the regulations for U.S. states in which the 
issuer's investee(s) operate.

“General Development of the Business 
– Regulation of Cannabis at State and 
Local Levels”

“General Development of the 
Business – Regulation of Cannabis at 
State and Local Levels – Ohio- Ohio 
Reporting Requirements”

“General Development of the Business 
– Regulation of Cannabis at State and 
Local Levels – Pennsylvania-
Pennsylvania Reporting 
Requirements”
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Industry Involvement
Specific Disclosure Necessary to Fairly Present 

all Material Facts, Risks and Uncertainties
Listing Statement Cross Reference

Provide reasonable assurance, through either 
positive or negative statements, that the investee's 
business is in compliance with applicable 
licensing requirements and the regulatory 
framework enacted by the applicable U.S. state. 
Promptly disclose any non-compliance, citations 
or notices of violation, of which the issuer is 
aware, that may have an impact on the investee's 
licence, business activities or operations.

“General Development of the Business 
– Regulation of Cannabis at State and 
Local Levels”

U.S. Marijuana Issuers with 
material ancillary 
involvement

Provide reasonable assurance, through either 
positive or negative statements, that the applicable 
customer's or investee's business is in compliance 
with applicable licensing requirements and the 
regulatory framework enacted by the applicable 
U.S. state.

“General Development of the Business
– Regulatory Overview”

Regulatory Overview

In accordance with Staff Notice 51-352, below is a discussion of the federal and state-level U.S. regulatory regimes 
in those jurisdictions where the Resulting Issuer is currently directly involved through its subsidiaries. The Resulting 
Issuer or its subsidiaries are or are expected to be directly engaged in the manufacture, possession, use, sale, or 
distribution of cannabis in the medicinal cannabis marketplace in the state of California, Massachusetts, New Jersey, 
Nevada and Oregon. The Resulting Issuer is in compliance with the regulatory framework and licensing 
requirements for the state of Massachusetts and intends to be in compliance with the regulatory framework and 
licensing requirements under the state of California, New Jersey, Oregon, and Nevada on completion of the 
proposed transactions described under each respective state disclosure. 

The Resulting Issuer or its subsidiaries are or are expected to be indirectly engaged in the manufacture, possession, 
use, sale, or distribution of cannabis in the medicinal cannabis marketplace in the States of Pennsylvania, and Ohio.
The Resulting Issuer is not aware of any non-compliance of any licensing requirements or regulatory framework 
enacted by each U.S. state.

The Resulting Issuer also has ancillary involvement in the marijuana industry through the products and services it 
provides to customers in the following States: Colorado, Washington, New Hampshire, Oregon, New Mexico, 
Arizona, California, Alaska, Michigan, Maryland, Nevada, Oklahoma, Massachusetts, Maine, Vermont, New Jersey, 
Ohio, Pennsylvania, Montana, Connecticut, Florida, Hawaii, District of Columbia, New York and Puerto Rico. The 
Resulting Issuer is not aware of any non-compliance by its customers of any licensing requirements or regulatory 
framework enacted by each U.S. state.

In accordance with Staff Notice 51-352, the Resulting Issuer will evaluate, monitor and reassess this disclosure, and 
any related risks, on an ongoing basis and the same will be supplemented and amended to investors in public filings, 
including in the event of government policy changes or the introduction of new or amended guidance, laws or 
regulations regarding marijuana regulation. Any non-compliance, citations or notices of violation which may have 
an impact on the Resulting Issuer’s license, business activities or operations will be promptly disclosed by the 
Resulting Issuer.

Regulation of Cannabis in the United States Federally

The United States federal government regulates drugs through the Controlled Substances Act (21 U.S.C. § 811) (the 
“CSA”). Pursuant to the CSA, cannabis is classified as a Schedule I drug. A Schedule I controlled substance is 
defined as a substance that has no currently accepted medical use in the United States, lacks safety for use under 
medical supervision and a high potential for abuse. The Department of Justice defines Schedule I drugs, substances 
or chemicals as “drugs with no currently accepted medical use and a high potential for abuse.” The United States 
Food and Drug Administration has not approved cannabis as a safe and effective drug for any use.
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Unlike in Canada which has federal legislation uniformly governing the cultivation, distribution, sale and possession 
of medical cannabis under the Access to Cannabis for Medical Purposes Regulations and the Cannabis Act, cannabis
is largely regulated at the state level in the United States.

State laws in the United States regulating cannabis are in direct conflict with the CSA, which prohibits 
cannabis use and possession. Although certain states and territories of the U.S. authorize medical or 
recreational cannabis cultivation, manufacturing, production, distribution, and sales by licensed or registered 
entities, under U.S. federal law, the cultivation, manufacture, distribution, possession, use, and transfer of 
cannabis and any related drug paraphernalia, unless specifically exempt, is illegal and any such acts are 
criminal acts under the CSA. Although the Resulting Issuer’s activities are compliant with applicable United 
States state and local law, strict compliance with state and local laws with respect to cannabis may neither 
absolve the Resulting Issuer of liability under United States federal law, nor may it provide a defense to any 
federal proceeding which may be brought against the Resulting Issuer.

The risk of federal enforcement and other risks associated with the Resulting Issuer’s business are described in “Risk 
Factors”.

Regulation of Cannabis at State and Local Levels

Below is a summary overview of the licensing and regulatory framework in the markets where the Resulting Issuer
currently holds licenses and where the Resulting Issuer is actively expanding into the cannabis industry.

State

License Type held 
Directly and Indirectly 

by Resulting Issuer
Number of Licenses 

Issued in State

Number of 
Licenses 

Allowed by 
Law in State

Number of 
Licenses/Applications

arising out of Resulting 
Issuer Direct and Indirect 

involvement

California Adult-Use and Medicinal 
- Distributor Temporary 
License

7,293, of which 482 
are “Distributor”
licenses and 69 are 
“Distributor 
Transport” licenses

N/A 2

Massachusetts Vertically Integrated 
Registered Marijuana 
Dispensary (Medical)

42 Unlimited 3 (1 Registered Marijuana 
Dispensary open; 2 pending 
applications)

Nevada Marijuana Business 
Support Licenses

N/A4 N/A5 3 licenses

New Jersey Vertically Integrated 
Alternative Treatment 
Center (Medical)

6 126 2 (2 pending applications for 
an Alternative Treatment 
Permit)

Ohio Cultivation 26 (Provisional) 267 1 provisional license 

Dispensary 56 608 1 provisional license (1 
dispensary under 
construction)

Oregon Dispensary 596 Unlimited 1 pending application

                                                          

4 The marijuana business support licenses referenced in this chart are not issued by the state.
5 Id.
6 There is no statutory limit on the number of permits the state may grant; however, to this point, the state has only accepted 
applications for 12 permits.
7 As of September 9, 2018, additional licenses may be issued at the discretion of Ohio’s Board of Pharmacy.
8 As of September 9, 2018, additional licenses may be issued at the discretion of Ohio’s Department of Commerce.
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State

License Type held 
Directly and Indirectly 

by Resulting Issuer
Number of Licenses 

Issued in State

Number of 
Licenses 

Allowed by 
Law in State

Number of 
Licenses/Applications

arising out of Resulting 
Issuer Direct and Indirect 

involvement

Pennsylvania Grower/Processor 25 25 1 licence

California

California Regulatory Landscape

In 1996, California voters passed Proposition 215, also known as the Compassionate Use Act, allowing physicians 
to recommend cannabis for an inclusive set of qualifying medical conditions. Although the law and its enabling 
legislation, the Medical Marijuana Program Act, established parameters for the not-for-profit patient/caregiver 
model as a limited defense to criminal prosecution, it did not establish a state licensing authority or comprehensive 
regulations to oversee cannabis collectives.  In September 2015, the California legislature passed three bills, 
collectively known as the “Medical Marijuana Regulation and Safety Act” (“MCRSA”), which established a 
framework for licensing and regulating medical cannabis businesses.  In 2016, California voters passed “The Adult 
Use of Marijuana Act” (“AUMA”), which legalized adult-use cannabis for adults 21 years and older and created a 
licensing system for commercial cannabis businesses. On June 27, 2017, Governor Brown signed SB-94 into law. 
SB-94 combined elements of MCRSA and AUMA into one state licensing structure under the “Medicinal and 
Adult-Use of Cannabis Regulation and Safety Act” (“MAUCRSA”). 

Pursuant to MAUCRSA, three agencies were established for the purposes of regulating and licensing California 
cannabis operators (collectively, the “Licensing Agencies”): (1) CalCannabis, a division of the California 
Department of Food and Agriculture, to regulate and issue licenses to cannabis cultivators; (2) the Manufactured 
Cannabis Safety Branch (the “MCSB”), a division of the California Department of Public Health, to regulate and 
issue licenses to cannabis manufacturers; and (3) the Bureau of Cannabis Control (the “BCC”),  a division of the 
California Department of Consumer Affairs, to regulate and issue licenses to cannabis distributors, testing 
laboratories, retailers, and microbusinesses.  Other departments and agencies of the State of California have 
regulatory oversight over cannabis businesses, but the Licensing Agencies play a primary role.  

All three Licensing Agencies released their initial emergency regulations at the end of 2017 and subsequently 
readopted those emergency regulations, with revisions, in June 2018.  The Licensing Agencies subsequently 
released initial drafts of their permanent regulations in July 2018, and recently released revisions to those initial 
drafts in October 2018.  The proposed permanent regulations were subject to public comment and are currently 
being reviewed by the Licensing Agencies, which are expected to release final regulations effective in December 
2018. 

The Licensing Agencies began issuing temporary licenses in January 2018 and will continue to do so through 
December 31, 2018, although CalCannabis and the MCSB have indicated that they will not be able to process and 
issue temporary licenses for applications submitted after December 1, 2018.  Each Licensing Agency recently began 
issuing annual state licenses to certain licensees.  Annual state licenses must be renewed annually.   

Unlike other states, California has not set a limit on the number of state licenses that a single entity may hold, with 
certain limited exceptions.  Similarly, vertical integration across multiple license types is allowed under 
MAUCRSA, with the exception of testing laboratory licensees, which entities may not hold any other license type. 

Notably, there are no residency requirements for ownership of a state license under MAUCRSA.

Resulting Issuer Licenses in California 

On July 30, 2018, Sea Hunter Holdings entered into a non-binding letter of intent with Blackbird setting forth the 
terms and conditions upon which the Resulting Issuer proposes to acquire Blackbird. In connection with the 
proposed acquisition, it is contemplated that Blackbird will enter into an arrangement with Blkbrd OCA granting 
Blackbird a continuing right to use the California temporary distributor license held by Blkbrd OCA. Each 
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distributor license permits the procurement, sale, and transportation of cannabis and cannabis products between 
licensed entities. As detailed in the chart below, one distributor license is required per county.

Pursuant to Staff Notice 51-352, the prospective investment by the Resulting Issuer in Blackbird, if it is pursued, 
would lead to a direct involvement by the Resulting Issuer, in the marijuana industry in the state of California. As at 
the date of the Listing Statement, the Resulting Issuer has no direct involvement with Blackbird or Blkbrd OCA, 
LLC.

Holding Entity Permit/License 
Number

City Expiration 
Date/Renewal 
Date (if 
applicable)

(MM/DD/YY)

Description

Blkbrd OCA, 
LLC

C11-18-
0000055-TEMP

Santa Rosa, CA 11/20/18 Adult-Use and Medicinal -
Distributor Temporary License

Blkbrd OCA, 
LLC

M11-18-
0000127-TEMP

Oakland, CA 2/17/19 Adult-Use and Medicinal -
Distributor Temporary License

In addition to the above distributor licenses, Blkbrd OCA, LLC also applied for a distributor license in Culver City.  
That application is currently pending.

California Licenses and Regulations

To obtain a state license, cannabis operators must first obtain local authorization.  The Licensing Agencies require 
the applicable locality to confirm that the applicant complies with local requirements, including all local zoning and 
land use requirements, and has been granted authorization to either (i) continue previous cannabis operations or (ii) 
commence cannabis operations. 

Local governments are permitted to prohibit or otherwise limit the types and number of cannabis businesses allowed 
in their locality.  Some localities have limited the licenses types or total number of licenses that an entity may hold.  
Other localities have tiered the authorization process, granting initial local authorization to applicants that previously 
conducted cannabis activity pursuant to the Compassionate Use Act or to those that meet the locality’s social equity 
requirements. While BCC regulations prohibit the transfer of state cannabis licenses from one entity to another, 
localities are free to decide whether local licenses will be transferable and, if applicable, the steps that must be taken 
for transferability. 

California Reporting Requirements

California is in the process of implementing its track-and-trace system through Franwell Inc.’s METRC solution 
(“METRC”).  METRC will be used to track and record commercial cannabis inventory and movement across the 
commercial cannabis supply chain, and will allow for other third-party system integration via application 
programming interfaces (“API”).  Blkbrd OCA, LLC currently utilizes an electronic track and trace system 
independent of METRC that will integrate with METRC via API.  

Licensees must also submit standard operating procedures describing how the operator will, among other 
requirements, secure the licensed facility, manage inventory, dispense cannabis, and handle waste, as applicable to 
the license type.  Once the standard operating procedures are deemed compliant and approved by the applicable state 
regulatory agency, the licensee is required to abide by the disclosed processes and to seek approval from the relevant 
regulatory agency before making any changes to such procedures. Licensees are also required to train their 
employees on compliant operations and are only permitted to transact with other licensed businesses. In addition to 
general reporting requirements applicable to all licensees, cannabis distributors such as Blkbrd OCA must also keep 
records relating to tax payments collected and paid under Revenue and Taxation Code sections 34011 and 34012, 
collect cannabis cultivation and excise taxes, report to the California Department of Tax and Fee Administration the 
amounts due during the applicable reporting periods, and remit the amounts due as required by law.
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Massachusetts

Massachusetts Regulatory Landscape

Massachusetts became the eighteenth state to legalize medical marijuana when voters passed a ballot measure in 
2012. Adult use (recreational) marijuana is legal in Massachusetts as of December 15, 2016, following the passage 
of a ballot initiative in November of that year. The Department of Public Health (“DPH”) is the regulatory body that 
oversees the medical marijuana program, including all cultivation, processing and dispensary facilities. The 
Cannabis Control Commission (“Commission”), a regulatory body created in 2016, oversees the recreational 
program, including the licensing of adult use cultivation, processing and dispensary facilities.  The Commission is 
also statutorily mandated to assume control over the medical program from the DPH on or before December 31, 
2018.

Being one of only a few states with legalized adult-use marijuana on the East Coast, and with the sale of a wide 
variety of product forms allowed, Massachusetts is considered to have the potential to be one of the biggest legal 
marijuana markets in the U.S. State applications for adult-use sales commenced on April 17, 2018 and recreational 
sales are expected to begin prior to the end of 2018.  As of November 1, 2018, the Commission had issued 12 final 
licenses and more than 40 provisional licenses to adult-use marijuana establishment applicants in the state. The 
Commission is prioritizing the review of applications from applicants certified as RMD Priority Applicants, as well 
as applications from applicants certified as Economic Empowerment Applicants. Commonwealth Alternative Care, 
Inc. has been certified as a RMD Priority Applicant; however, it has not yet submitted an adult-use license 
application to the Commission.

As of October 31, 2018, Massachusetts had 42 medical retail dispensaries open for sales to over 56,000 registered 
and active patients across the state. 

On July 10, 2018, Andrew Lelling, newly appointed as the United States Attorney for the District of Massachusetts, 
issued a public statement explaining that while marijuana is illegal under federal law, his “office’s resources are 
primarily focused on the opioid epidemic.”9  In this statement, U.S. Attorney Lelling also clarified that his marijuana 
enforcement efforts will be focused on overproduction, targeted sales to minors, and organized crime and interstate 
transportation of drug proceeds.  Massachusetts Governor Charlie Baker also stated, “We have two laws in 
Massachusetts: one that was passed by voters several years ago around the establishment of medical marijuana 
dispensaries, which are regulated and overseen by the commonwealth, and another law that was passed by the voters 
in 2016 that requires the State to create a legal infrastructure for recreational marijuana. Those are the laws that State 
and local law enforcement officials are bound to uphold and that’s what they’re going to do.”10

The Resulting Issuer Licenses in Massachusetts

Sea Hunter has 100% ownership of Commonwealth Alternative Care, Inc., which is licensed by the DPH to operate 
a RMD allowing for the cultivation, processing, and retail sale of medical cannabis in the state of Massachusetts as 
described in the table below. The RMD license permits the Resulting Issuer to cultivate and process marijuana and 
marijuana products, and in limited circumstances, to purchase marijuana and marijuana products wholesale from
other licensed RMDs and to sell marijuana and marijuana products wholesale to other licensed RMDs.  The RMD 
license also allows the sale of marijuana and marijuana products to registered patients or their registered primary 
caregivers.

Applicant Entity City Description Ownership

Commonwealth 
Alternative Care, Inc.

Taunton, MA 1 Vertically integrated Registered 
Marijuana Dispensary (medical)

100%

                                                          

9 Statement from U.S. Attorney Andrew Lelling Regarding the Legalization of Recreational Marijuana in Massachusetts (2018, 
July 10). Retrieved October 10, 2018 from https://www.justice.gov/usao-ma/pr/statement-us-attorney-andrew-lelling-regarding-
legalization-recreational-marijuana.
10 M. (2018, January 18). Massachusetts Cannabis Control Commission hearings coming up. Retrieved March 26, 2018, from 
https://www.mpp.org/states/massachusetts/ 
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Commonwealth 
Alternative Care, Inc.

Cambridge, MA Vertically integrated Registered 
Marijuana Dispensary (medical) 
(provisional license)

100%

Commonwealth 
Alternative Care, Inc.

Brockton, MA Vertically integrated Registered 
Marijuana Dispensary (medical) 
(provisional license)

100%

Massachusetts Licenses and Regulations

RMDs are “vertically-integrated,” which means they grow, process, and dispense their own marijuana. Under 
certain conditions, RMDs are able to acquire up to 45% of their annual inventory of product from other RMDs.11  
An RMD must have a retail facility, as well as cultivation and processing operations. Some RMDs elect to do 
cultivation, processing and retail operations all in one location, which is commonly referred to as a “colocated” 
operation. An RMD may also choose to have a retail dispensary in one location and grow marijuana at a remote 
cultivation location. It may conduct the processing of the marijuana at either the retail dispensary location or the 
remote cultivation location. The remote cultivation location need not be in the same municipality or even the same 
county as the retail dispensary. Under Massachusetts laws and regulations, no person or entity may own or control 
more than three (3) of each license-type (which include, but are not limited to, RMD, adult-use Marijuana 
Cultivator, adult-use Marijuana Product Manufacturer, and adult-use Marijuana Retailer).

Massachusetts Reporting Requirements

The DPH, which governs the medical program in Massachusetts, uses the MMJ Online system through the Virtual 
Gateway portal as the state’s computerized T&T system for seed-to-sale tracking on the medical side. RMD 
licensees, whether directly or through third-party integration systems, are required to push data to the state to meet 
all reporting requirements. Under the adult-use program, the Commission requires marijuana establishment licensees 
to use a compliance management program called METRC to track all marijuana products being cultivated, 
manufactured, transported, tested, and sold in the Commonwealth.

Nevada

Nevada Regulatory Landscape

In 2013, Nevada legislature passed SB374, providing for state licensing of medical marijuana establishments. On 
November 8, 2016, Nevada voters passed NRS 435D by ballot initiative allowing for the sale of marijuana for adult 
use starting on July 1, 2017. There are currently 115 cultivators, 80 producers, and 61 dispensaries licensed for 
adult-use in the entire state. Approximately 75% of the state licensed marijuana operations exist within Clark 
County / Las Vegas city limits, representing an approximate 8,000 square mile area. The remaining 25% of licenses 
exist throughout the rest of the state.12

In the first eight months of Nevada adult use sales, recreational retail sales have been reported at over $260 million, 
averaging almost $33 million per month and trending materially higher than forecasts submitted by the Nevada 
Department of Taxation (the “DOT”).13 The state has opened up applications for additional adult use licenses and 
given priority to businesses with current licenses, allowing for greater opportunity for the Resulting Issuer to 
increase its Nevada footprint at an expedited pace.

All marijuana establishments must register with DOT. If applications contain all required information and after 
vetting by officers, establishments are issued a medical marijuana establishment registration certificate. In a local 

                                                          

11 105 CMR 725.105(B)(2)(b).
12  Nevada Department of Taxation. (2018 April 18). Marijuana Program Overview. Retrieved from 
https://tax.nv.gov/Publications/Marijuana_Statistics_and_Reports/
13  https://www.reviewjournal.com/news/pot-news/nevada-recreational-marijuana-sales-reach-41m-in-march/
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governmental jurisdiction that issues business licenses, the issuance by DOT of a medical marijuana establishment 
registration certificate is considered provisional until the local government has issued a business license for 
operation and the establishment is in compliance with all applicable local governmental ordinances. Final 
registration certificates are valid for a period of one year and are subject to annual renewals after required fees are 
paid and the business remains in good standing. Renewal requests are typically communicated through email from 
DOT and include a renewal form. The renewal periods serve as an update for DOT on the licensee’s status toward 
active licensure.

Although Dayle Elieson, U.S. Attorney for the District of Nevada, has been relatively quiet on the issue of 
marijuana enforcement priorities,14 Nevada’s Governor, Brian Sandoval, stated in January 2018 that he would like to 
see Nevada’s U.S. Attorney take the same approach as Colorado’s U.S. Attorney by not enforcing federal laws 
against the legalized industry in the state.15 In February 2018,  Nevada’s Attorney General Adam Laxalt  stated, “I 
don’t really see a scenario where a U.S. Attorney is actually going to go down and shutdown recreational marijuana 
or legalized facilities that are recognized by the state.”16 Laxalt also added in regard to the ballot initiative to legalize 
recreational marijuana, “While I was opposed to the ballot initiative, I have done exactly what I promised… If 
voters want this, we’re going to do our job and support it.”  Sandoval and Laxalt have each had meetings with 
Elieson.17 After his meeting, Sandoval would not disclose what was discussed but said, “There’s going to be a 
continuing dialogue with the U.S. Attorney’s office.”  U.S. Senator Catherine Cortez Masto also met with Elieson, 
calling it a “positive conversation” in which Cortez Masto encouraged Elieson to “respect the spirit of the Cole 
Memorandum.”18

The Resulting Issuer Licenses in Nevada

On July 30, 2018, Sea Hunter Holdings entered into a non-binding letter of intent with Blackbird setting forth the 
terms and conditions upon which the Resulting Issuer proposes to acquire Blackbird, whose subsidiary is licensed to 
support state-licensed marijuana businesses in the state of Nevada as described in the table below. Pursuant to the 
non-binding letter of intent, US$25 million of the US$30 million payable to Blackbird would be paid with Resulting 
Issuer Compressed Shares. As of the date of this Listing Statement the purchase price and valuation pursuant to the 
merger agreement are still under negotiation. Pursuant to Staff Notice 51-352, the prospective investment by the 
Resulting Issuer in Blackbird, if it is pursued, would lead to a direct involvement by the Resulting Issuer, in the 
marijuana industry in the state of Nevada. As at the date of the Listing Statement, the Resulting Issuer has no direct 
involvement with Blackbird or Blackbird Logistics.

Holding Entity Permit/License 
Number

City Expiration/Renewal 
Date (if applicable) 

(MM/DD/YY)

Description Ownership

Blackbird 
Logistics

200130, MMR-
305

Clark County, 
NV

12/31/18 1 Marijuana 
Master License 
Support 
Business

Non- binding 
letter of intent 
executed 
between Sea 
Hunter 

                                                          

14 Dehaven, James and Kane, Jenny. (2018 January 12). With pot shops’ fate in their hands, Nevada’s new U.S. Attorney remains 
mum on marijuana. Retrieved from https://www.rgj.com/story/news/politics/2018/01/12/pot-shops-fate-her-hands-nevadas-new-
u-s-attorney-remains-mum-marijuana/1029001001/.
15 Marroquin, Art. (2018, January 8).  Sandoval wants Nevada to follow Colorado plan on marijuana Retrieved from 
https://www.reviewjournal.com/news/pot-news/sandoval-wants-nevada-to-follow-colorado-plan-on-marijuana/.
16 Joecks, Victor. (2018 February 7). Laxalt talks education, Medicaid work requirements and what’s next for marijuana in 
Nevada. Retrieved from https://www.reviewjournal.com/opinion/opinion-columns/victor-joecks/laxalt-talks-education-medicaid-
work-requirements-and-whats-next-for-marijuana-in-nevada/.
17 Rindels, Michelle. (2018 March 6). Sandoval, Laxalt meet with new U.S. attorney, but won’t say how conversations about 
marijuana went. Retrieved from https://thenevadaindependent.com/article/sandoval-laxalt-meet-with-new-u-s-attorney-but-wont-
say-how-conversations-about-marijuana-went.
18 Sanchez, Humberto. (2018 March 22). Cortez Masto urged hands-off approach to marijuana with Nevada U.S. attorney in 
February. Retrieved from https://thenevadaindependent.com/article/cortez-masto-urged-hands-off-approach-to-marijuana-with-
nevada-u-s-attorney-in-february.
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Holdings and 
Blackbird on 
July 30, 2018.

See “General 
Development of 
the Business –
Financing –
Blkbrd Holdings 
Corp.”

Blackbird 
Logistics

G-63-09244 Las Vegas, NV 12/01/18 1 Medical 
Marijuana 
Support
Business 
License

Non- binding 
letter of intent 
executed 
between Sea 
Hunter 
Holdings and 
Blackbird on 
July 30, 2018.

See “General 
Development of 
the Business –
Financing –
Blkbrd Holdings 
Corp.”

Blackbird 
Logistics

111826 North Las 
Vegas, NV

01/31/19 1 TME11 
Temporary 
Distributor

Non- binding 
letter of intent 
executed 
between Sea 
Hunter 
Holdings and 
Blackbird on 
July 30, 2018.

See “General 
Development of 
the Business –
Financing –
Blkbrd Holdings 
Corp.”

Nevada Licenses and Regulations

If the transaction subject to the non-binding letter of intent with Blackbird is effected, the marijuana support
licenses, in combination with a distribution agent agreement with a state-licensed marijuana distributor, will permit 
the Resulting Issuer to act as the exclusive distribution agent for that state-licensed marijuana distributor. 

Nevada Reporting Requirements

The state of Nevada uses METRC as the state’s computerized T&T system for seed-to-sale. Individual licensees 
whether directly or through third-party integration systems are required to push data to the state to meet all reporting 
requirements. Blackbird’s seed to sale software integrates with METRC as required by the state.

New Jersey 

New Jersey Regulatory Landscape
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Medical marijuana dispensaries have been operational in the state of New Jersey since 2012. The state’s Medical 
Marijuana Program (“MMP”) is regulated by the New Jersey Department of Health (“NJDOH”) and was 
established under the New Jersey Compassionate Use Medical Marijuana Act (“CUMMA”), which was signed into 
law in January 2010. Under CUMMA, medical cannabis use is permitted to treat certain debilitating medical 
conditions including, but not limited to, cancer, terminal illness, multiple sclerosis, glaucoma, seizure disorders, 
PTSD, and severe or chronic pain resulting from HIV/AIDs or cancer.  Pursuant to CUMMA, the first two 
Alternative Treatment Centers (“ATC”) issued a permit by the NJDOH in each of the state’s three regions (northern, 
central, and southern) were required to be nonprofit entities, and subsequent ATC licenses could be either nonprofit 
or for-profit entities.  Although the law allows for the issuance of as many permits as are needed, as of 2018, the 
NJDOH had only licensed a total of six ATCs, resulting in a small and completely nonprofit MMP.

The newly elected Democratic Governor Phil Murphy, who took office in January 2018, supports full cannabis 
legalization as well as expanding the medical program.  Governor Murphy issued Executive Order No. 6 on January 
23, 2018, directing the NJDOH to study the state’s limited MMP and “focus on expanding patient access.”  The 
executive order directs officials to examine whether the rules should be revised to remove unwarranted obstructions 
to expansion, as well as review the current process for obtaining ATC licenses, the list of qualifying conditions, 
rules for physician participation in the program, and the forms of marijuana that may be sold and consumed.  On 
March 27, 2018, the NJDOH added anxiety, chronic pain related to musculoskeletal disorders, chronic pain of 
visceral origin, migraines, and Tourette’s Syndrome as qualifying conditions. To date, approximately 33,000 
medical marijuana patients have registered under the MMP, with one-third of this number qualified due to either 
chronic pain or anxiety. Since the MMP was expanded in early 2018, the government approved moving forward 
with the permitting of an additional six medical cannabis dispensaries, as a recent higher patient influx has resulted 
in long lines and limited product availability.

New Jersey is a vertically integrated system so that each ATC permit allows the holder to acquire, cultivate, process, 
distribute and/or dispense, deliver, manufacture, transfer, and supply medical marijuana in compliance with the 
CUMMA and the MMP rules and regulations.  NJDOH regulations published in 2011 allow an ATC to cultivate 
marijuana at a separate location from where it is dispensed if both locations are in the same region.  On May 24, 
2018, the NJDOH published proposed new rules for the state’s MMP.  Written comments on those rules were 
accepted through August 17, 2018.  The proposed rules would remove restrictions on patient registration and limits 
on cannabis potency, as well as create an ATC endorsement system to enable non-vertically integrated cannabis 
businesses.

On July 16, 2018, the NJDOH released a Request for Applications (“RFA”) for up to six new permits to operate 
ATCs in the state. The NJDOH has established an independent and unbiased process for evaluating applications, and 
publicly disclosed the selection criteria in the RFA; the application period opened on August 1, 2018 and closed on 
Friday, August 31, 2018. Complete applications are in the process of being evaluated and scored by a selection 
committee. Applicants chosen to proceed in the permitting process will be notified once review is complete. 

The NJDOH received 146 applications from 106 organizations to operate the six additional ATCs in the state. 
Applicants had to identify the region of the state where they would like to operate an ATC. There were 50 applicants 
for the northern region, 45 in the central region and 51 in the southern region.  Decisions on licensure were expected 
to be announced on November 1, 2018, however, the NJDOH has already notified applicants that additional time is 
necessary to fully review the documents. No new anticipated deadline has been provided.

There are currently several pieces of legislation being considered to legalize adult-use marijuana in New Jersey this 
legislative session.  While lawmakers have missed their self-imposed October 29, 2018 deadline to vote on a bill to 
fully legalize cannabis for adult-use, Senate President Steve Sweeney stated that there are only a few points left to 
resolve.  There is currently only one more voting session scheduled for 2018, on December 17, but it is possible that 
more voting sessions may be added.

Craig Carpenito, the current U.S. Attorney for the District of New Jersey, has been somewhat vague in his limited 
comments regarding how he will prioritize the enforcement of federal marijuana laws.  For example, in January 
2018, Carpenito issued the following statement: "As was the case before and after the Cole Memo, the cultivation, 
distribution, and possession of marijuana continues to be generally prohibited by the Controlled Substances Act. We 
will use our prosecutorial discretion in evaluating all cases and making determinations as we do with all controlled 
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substance cases."  This statement does not offer much insight into the risk of federal enforcement if New Jersey 
were to legalize recreational marijuana in the near future.

Pending Resulting Issuer License Application in New Jersey

Sea Hunter has 100% ownership and control of SH New Jersey Holdings, LLC, which has control over 95% of the 
membership interests of the entities listed in the table below who have applied for an ATC permit in the State of 
New Jersey. Pursuant to Staff Notice 51-352, if the below entities are awarded their licenses, the Resulting Issuer
will have a direct involvement in the marijuana industry in the state of New Jersey.

Applicant Entity Permit/License City Expiration/Renewal 
Date (if applicable) 

(MM/DD/YY)

Description Ownership

Evergreen 
Curative LLC

N/A Woodbine, NJ 
and Dennisville, 
NJ

N/A 1 Alternative 
Treatment 
Center Permit
application

95%

TrentonMetro, 
LLC

N/A Trenton, NJ N/A 1 Alternative 
Treatment 
Center Permit
application

95%

New Jersey Reporting Requirements

The Reporting Requirements for ATCs are governed by N.J.A.C. 8:64-4.3. The State of New Jersey allows ATCs to 
choose their method of electronic verification and seed-to-sale tracking. Evergreen Curative LLC and TrentonMetro, 
LLC are currently deliberating which method of electronic verification and seed-to-sale tracking will be used on 
receipt of their ATC permits.

Ohio

Ohio Regulatory Landscape

House Bill 523, effective on September 8, 2016, legalized medical marijuana in Ohio. The Ohio Medical Marijuana 
Control Program allows individuals with certain medical conditions, upon the recommendation of an Ohio-licensed 
physician certified by the State Medical Board, to purchase and use medical marijuana.

The three following state government agencies are responsible for the operation of Ohio’s Medical Marijuana 
Control Program: (1) the Ohio Department of Commerce is responsible for overseeing medical marijuana 
cultivators, processors and testing laboratories; (2) the State of Ohio Board of Pharmacy is responsible for 
overseeing medical marijuana retail dispensaries, the registration of medical marijuana patients and caregivers, the 
approval of new forms of medical marijuana and coordinating the Medical Marijuana Advisory Committee; and (3) 
the State Medical Board of Ohio is responsible for certifying physicians to recommend medical marijuana and may 
add to the list of qualifying conditions for which medical marijuana can be recommended.

Justin Herdman, U.S. Attorney for the Northern District of Ohio appointed on August 3, 2017, suggested that he 
does not plan to change his approach to bringing criminal cases involving marijuana, even in light of guidance from 
the attorney general that has freed the ability of prosecutors to pursue such cases.19

Benjamin C. Glassman, U.S. Attorney for the Southern District of Ohio since February 4, 2017, has stated, "The 
Attorney General's memorandum on marijuana enforcement is consistent with our practice in the Southern District 
of Ohio. Congress made marijuana illegal under the Controlled Substances Act. That was true under Deputy 
Attorney General Cole's 2013 memorandum on marijuana enforcement, and it's just as true under the Attorney 

                                                          

19 https://www.cleveland.com/court-justice/index.ssf/2018/01/us_attorney_for_northern_ohio.html



- 43 -

General's memorandum today. Also true then as now is that federal law enforcement has limited resources and that 
we necessarily focus our prosecutive decisions where we can make the biggest impact in reducing harm and 
promoting safety."20

Direct and Indirect Resulting Issuer Licenses in Ohio

Sea Hunter Capital Management, LLC, an entity owned equally by Alexander Coleman, Robert Leidy and Kevin 
McCluskey, has 100% ownership and control of SH Ohio which holds an option to acquire all of the interests of 
Terradiol from Terradiol Parent. Terradiol Parent was awarded one of 26 provisional cannabis cultivation licenses, 
as set forth in the table below. In addition to the option agreement with Terradiol Parent, SH Ohio entered into a 
management agreement with Terradiol for the operation and management of Terradiol’s business.

SH Ohio issued a promissory note to Terradiol Parent in the principal amount of $20,000,000, which will be 
automatically exchanged for a right to receive Resulting Issuer Compressed Shares following the consummation of 
the Business Combination. The promissory note is contingent on the approval by the Ohio Department of 
Commerce, to the extension of time for the issuance of a certificate of operation to Terradiol in connection with its 
cultivation license. Pursuant to Staff Notice 51-352, the Resulting Issuer’s investment in Terradiol Parent is an 
indirect involvement in the cultivation of marijuana. As at the date of the Listing Statement, the Resulting Issuer has 
no direct involvement with Terradiol or Terradiol Parent. See “General Development of the Business – Financing –
Terradiol Ohio, LLC”.

SH Ohio, LLC, a wholly owned subsidiary of Sea Hunter, has an option to acquire all of the membership interests of 
AFS Cultivation, which was awarded one provisional medical dispensary license, as set forth in the table below. SH 
Realty Holdings – Ohio, LLC, owned and managed by a subsidiary of Sea Hunter, owns the property leased by AFS 
Cultivation for its proposed dispensary location. 

Holding Entity Permit/License 
Number

City Expiration/Ren
ewal Date (if 
applicable) 

(MM/DD/YY)

Description Ownership

Terradiol Ohio, 
LLC

Application 
#MMCP-C-
201706-0147

Canton, OH N/A 1 Provisional 
Cultivation 
License

SH Ohio has an 
option to acquire 
all interests in 
Terradiol 

AFS 
Cultivation, 
LLC

Application ID 
845

Elyria, OH N/A 1 Provisional 
Dispensary 
License

SH Ohio, LLC has 
an option to acquire 
all interests in AFS 
Cultivation

Terradiol will commence operations for its cultivation facility upon completion of the construction of the 300 
Harmont Ave NE, Canton, OH facility and the obtaining of a certificate of operation from the Ohio Department of 
Commerce.

AFS Cultivation will commence operations for its dispensary upon obtaining a certificate of operation from the State 
of Ohio Board of Pharmacy.

Pending Resulting Issuer License Applications in Ohio

Terradiol has also applied for a processing license with the Ohio Department of Commerce. A second promissory 
note issued by SH Ohio to Terradiol Parent in the principal amount of $3,000,000 is contingent on Terradiol 
obtaining its provisional processing license. Following the consummation of the Business Combination, the 
promissory note will be automatically exchanged for a right to receive Compressed Shares the Resulting Issuer. See 
“General Development of the Business – Financing – Terradiol Ohio, LLC”.
                                                          

20 https://twitter.com/JMBorchardt/status/949069932695900160
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Ohio Licenses and Regulations

On June 4, 2018, the State of Ohio Board of Pharmacy awarded 56 medical marijuana provisional dispensary 
licenses. The licenses were awarded after an extensive review of 376 submitted dispensary applications.

Provisional licensees are authorized to begin the process of establishing a dispensary in accordance with the 
representations in their applications and the rules adopted by the State of Ohio Board of Pharmacy. Per Ohio’s 
medical marijuana regulations, all provisional license holders have a maximum of six months from the time they 
receive a provisional license to demonstrate compliance with the dispensary operational requirements to obtain a 
certificate of operation. Compliance will be determined through an inspection by a Board of Medical Marijuana 
Compliance Agent. Once a dispensary is awarded a certificate of operation, it can begin selling medical marijuana to 
Ohio patients and caregivers in accordance with Ohio’s medical marijuana regulations.

By rule, the State of Ohio Board of Pharmacy is limited to issuing up to 60 dispensary licenses across the state, but 
has the authority to increase the number of licenses after September 8, 2018. Per the program rules, the Board will 
consider, on at least a biennial basis, whether enough medical marijuana dispensaries exist, considering the state 
population, the number of patients seeking to use medical marijuana, and the geographic distribution of dispensary 
sites

Ohio Reporting Requirements

The Ohio Medical Marijuana Control Program has selected Franwell Inc.’s METRC solution (“METRC”) to 
implement the “seed-to-sale” inventory tracking system.  Franwell Inc. will provide training to licensees on how to 
properly use the inventory tracking system to comply with the requirements of the statute and rules contained in 
Ohio Revised Code and Ohio Administrative Code Chapter 3796. METRC training should be scheduled when a 
provisional licensee is within 60 days of its final inspection.

The Resulting Issuer is not aware of any non-compliance by Terradiol Ohio, LLC, or AFS Cultivation, LLC 
of the terms of their license or of the regulatory framework enacted by the state of Ohio.

Oregon

Oregon Regulatory Landscape

Oregon has both medical and adult-use marijuana programs. Oregon’s medical cannabis program was introduced in 
November 1998 when voters approved Measure 67, the Oregon Medical Marijuana Act, with 55% of the vote.21 In 
November 2014, voters approved Measure 91, the “Oregon Legalized Marijuana Initiative,” which legalized adult-
use cannabis in the state of Oregon22 and in October 2015, the first adult-use dispensaries opened for sale.23

The Oregon Liquor Control Commission (the “OLCC”) is the state agency that oversees licensing and enforcement 
of the adult use and hemp program. There are six distinct types of licenses available for medical and adult-use 
businesses: producer, processing, wholesaling, retailing, testing and research.24 A producer is permitted to cultivate 
cannabis. A processor is permitted to transform raw cannabis into another product (topicals, edibles, concentrates, or 
extracts). A wholesaler is permitted to buy cannabis in bulk and sell to licensees but not to consumers. A retailer is 
permitted to sell cannabis to consumers. A laboratory is permitted to test marijuana based on rules established by the 
Oregon Health Authority. To receive a laboratory license the laboratory must be accredited by the Oregon 
Environmental Laboratory Accreditation program. Vertical integration between cultivation, processing, and sales is 
permissible, but not required, for both medical and adult-use. Additionally, the OLCC is responsible for the hemp 
                                                          

21
“Oregon Medical Marijuana, Measure 67 (1998).” Ballotpedia,Org, Ballotpedia, Retrieved: 10 Aug. 2018,

ballotpedia.org/Oregon_Medical_Marijuana,_Measure_67_(1998)
22

“Summary of Oregon's Measure 91.” MPP.org, Marijuana Policy Project, Retrieved: 10 Aug. 2018,
www.mpp.org/states/oregon/summary-of-oregons-measure-91/.
23

Crombie, Noelle. “Recreational Marijuana Sales in Oregon: a Timeline.” OregonLive.com, The Oregonian, 3 Oct. 2016,
www.oregonlive.com/marijuana/index.ssf/2016/09/recreational_marijuana_sales_i.html
24 There is not a distinct medical marijuana wholesale license.  Legislation passed in 2016 allows adult-use marijuana wholesalers 
licensed by the OLCC to also wholesale medical cannabis.  A single license for testing laboratories as well as private or public 
cannabis research facilities may service both the medical and adult-use programs.
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program and the issuance of hemp certificates. A hemp certificate allows persons that are registered with the Oregon 
Department of Agriculture as an industrial hemp grower or an industrial hemp handler to deliver industrial hemp to 
an OLCC licensed marijuana processor who has an industrial hemp endorsement or deliver industrial hemp 
concentrates and extracts to an OLCC licensed marijuana processor who has an industrial hemp endorsement.

As a result of several factors, including heightened interest and popularity of the cannabis industry in the US along 
with the OLCC previously not limiting licenses at the state level, the issue of oversupply has emerged.  In 2017, 
Oregon producers grew three times the amount of cannabis that could legally be consumed in the state market.25 In 
response to a report highlighting the oversupply issues in Oregon, the OLCC announced in June 2018 that it would 
not process any new adult-use license applications in order to work through the backlog that has developed as a 
result of the 3,432 applications submitted as of May 23, 2018.26

On May 18, 2018, Billy J. Williams, U.S. Attorney for the District of Oregon, issued a memorandum outlining his 
office’s enforcement priorities related to marijuana.27 Williams listed the following primary enforcement priorities 
in the memorandum: (1) overproduction and interstate trafficking; (2) protecting Oregon’s children; (3) violence, 
firearms, or other public safety threats; (4) organized crime; and (5) protecting federal lands, natural resources, and 
Oregon’s environment.  As to overproduction in particular, Williams stated, “there can be no doubt that there is 
significant overproduction of marijuana in Oregon, and as a result, a thriving black market is exporting marijuana 
across the country, including to states that have not legalized marijuana under their state laws.” He also made clear 
that he “will not make broad proclamations of blanket immunity from prosecution to those who violate federal law,” 
but added that his “office’s resources are finite” and that they “must use appropriate discretion before prosecuting 
any federal case.”   He went on to explain that his office will explore the use of civil law enforcement mechanisms, 
coordinate closely with partners in state, tribal, and local governments around the state, and “focus enforcement 
efforts on federal violations implicating one or more of the priority elements of this memorandum.”  Williams has 
told Oregon Governor Kate Brown’s senior policy advisor that he would like to see limits on licenses for marijuana 
producers and retailers.28

In June 1999, the White House Office of National Drug Control Policy created the Oregon-Idaho High Intensity 
Drug Trafficking Area program (“HIDTA”) to “facilitate, support and enhance collaborative drug control efforts 
among law enforcement agencies and community-based organizations; thus significantly reducing the impacts of 
illegal trafficking and use of drugs throughout Oregon and Idaho.”29 In August 2018, HIDTA released a report 
entitled “An Initial Assessment of Cannabis in Oregon.”  In response to this report’s findings, U.S. Attorney 
Williams issued the following statement: 

The recent HIDTA Insight Report on marijuana production, distribution, and consumption in 
Oregon confirms what we already know—it is out of control. The industry’s considerable and 
negative impacts on land use, water, and underage consumption must be addressed immediately. 
State officials should respond quickly and in a comprehensive manner to address the many 
concerns raised by this assessment. To date, we’ve seen insufficient progress from our state 
officials. We are alarmed by revelations from industry representatives, landowners, and law 
enforcement partners describing the insufficient and underfunded regulatory and enforcement 
structure governing both recreational and medical use. A weakly-regulated industry will continue 
to detract from the livability and health of communities throughout the state.

                                                          

25
Staff, MJBizDaily. “Oregon Marijuana Oversupply Driving out Small Farmers, Lowering Prices.” MJBizDaily.com,

Marijuana Business Daily, 16 July 2018, mjbizdaily.com/oregon-marijuana-oversupply-driving-out-small-farmers-
loweringprices/.
26

Roig, Suzanne. “OLCC to Pause Processing of Recreational Marijuana Licenses.” BendBulletin.com, The Bulletin, 31 May
2018, www.bendbulletin.com/localstate/6276470-151/olcc-puts-the-brakes-on-recreational-marijuana-licenses.
27 The United States Attorney for the District of Oregon. (2018 May 18). Priorities in Enforcement of Federal Laws Involving 
Marijuana in the District of Oregon. Retrieved from http://media.oregonlive.com/marijuana/other/2018/05/18/USAOR-
Marijuana%20Enforcement%20Priorities-Final%20(1).pdf.
28 Crombie, Noelle. (2018 May 18). Feds will target marijuana black market, overproduction in Oregon. Retrieved from 
https://www.oregonlive.com/marijuana/index.ssf/2018/05/black_market_overproduction_am.html.
29 Oregon-Idaho High Intensity Drug Trafficking Area Program Overview. Retrieved from http://oridhidta.org/.
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What is often lost in this discussion is the link between marijuana and serious, interstate criminal 
activity. Overproduction is rampant and the illegal transport of product out of state—a violation of 
both state and federal law—continues unchecked. My ask continues to be for transparency, 
responsible regulation, adequate funding, and a willingness to work together. It’s time for the state 
to wake up, slow down, and address these issues in a responsible and thoughtful manner.30

In late August 2018, federal prosecutors made six arrests related to marijuana allegedly being trafficked from 
Oregon to Florida, Texas, and Virginia.31 Those arrested were not affiliated with licensed recreational or medical 
programs in Oregon.  In response to these arrests, Williams said, “These cases provide clear evidence of what I have 
repeatedly raised concerns over: Oregon’s marijuana industry is attracting organized criminal networks looking to 
capitalize on the state’s relaxed regulatory environment.”

Pending Resulting Issuer License Applications in Oregon

As a preliminary requirement to submitting a marijuana producer application to the OLCC (a “OLCC Marijuana 
Producer Application”), Briteside must receive local “land use” approval from Deschutes County. On October 11, 
2017, Briteside Oregon submitted its land use application (file number 247-17-000833-AD) to Deschutes County for 
an administrative determination and approval of a proposal for marijuana production at the Briteside Property. The 
Briteside Land Use Application includes a proposal to provide up to 20,000 square feet of mature canopy area on the 
Briteside Property, in an identified “Building Envelope” area, within modular structures ranging in size from 4,000 –
18,000 square feet.

As well, before Briteside Oregon can submit its application for a production license for the Briteside Production 
Facility, Briteside Oregon requires the County’s administrative determination and approval of the Briteside Land 
Use Application, per the following applicable criteria: Title 18 of the Deschutes County Code, County Zoning (Ch. 
18.04, Ch. 18.16, and Ch. 18.116) and Title 22 of the Deschutes County Development Procedure.

On May 9, 2018, Deschutes County issued its findings and decision approving the Briteside Land Use Application 
with conditions to Briteside Oregon’s plans to establish a cannabis production facility on the Briteside Property.

On July 11, 2018, the Board of County Commissioners met for its final deliberation and denied the Briteside Land 
Use Application in a 2-1 vote. The Board of County Commissioners subsequently issued its written decision on 
September 12, 2018. Briteside Oregon filed an appeal with the Oregon Land Use Board of Appeals on October 2, 
2018.

Pending receipt of a final written decision, Briteside is looking at the possibility of seeking alternative sites for its 
modular operations.

Should Briteside Oregon receive favorable treatment of its application upon reconsideration by the County (resulting 
in conditional approval and eventually final approval of the Briteside Land Use Application) Briteside will be able 
to obtain the requisite “Land Use Compatibility Statement” from Deschutes County and resume preparing its 
application with the OLCC for a Production License at the Briteside Production Facility.

Briteside is making commercially reasonable efforts to ensure that its facility will meet all criteria required for 
approval of its future OLCC Marijuana Producer Application, including the requirements under the OLCC Division 
25 Recreational Marijuana – General Requirements Applicable to All Marijuana Licensees and any other regulatory 
requirements set out by the OLCC.

Due to the large numbers of license applicants currently awaiting review, the OLCC has advised that it may be 
unable to process any new license applicants until 2019.

Oregon Licenses and Regulations

                                                          

30 The United States Attorney for the District of Oregon. (2018 August 2). U.S. Attorney Statement on Release of 2018 HIDTA 
Marijuana Insight Report. Retrieved from https://www.justice.gov/usao-or/pr/us-attorney-statement-release-2018-hidta-
marijuana-insight-report.
31 Flaccus, Gillian. (2018 August 29). 6 arrests in pot trafficking case. Retrieved from 
https://www.bendbulletin.com/localstate/6483494-151/6-arrests-in-pot-trafficking-case.
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As of August 2018, there were 520 dispensaries, 906 cultivators, and 139 processors in Oregon.32 The vast majority
of these are adult-use operators only – as of August 2018, there were only 6 licensed medical cannabis dispensaries
in the State.33 As of April 2018, 45,210 patients were registered with the medical program of this State of
approximately 4.1 million residents.34

Oregon Reporting Requirements

Oregon’s Cannabis Tracking System (CTS) is a system for tracking the transfer of marijuana from producer to 
consumer to ensure that diversion across state lines is not occurring and is required by ORS 475B.150. While the 
OLCC statute and rules refer to it as CTS and Seed-to-Sale, the brand name for the system is METRC which stands 
for Marijuana Enforcement Tracking Regulatory Compliance. All OLCC recreational marijuana licensees and their 
employees are required to use CTS, and as of July 1, 2018, many Oregon Health Authority Oregon Medical 
Marijuana Program growers, processors and dispensaries are required to use CTS as well.

All licensees and their representatives are required to go through proper training to learn to use METRC and must 
pass a test that confirms the licensee, or their designated representative, understands how to use the CTS.  Once the 
OLCC approves an applicant for licensure the licensee will be granted access to CTS and have the ability to start 
tracking their products. Specific rules govern the use of CTS including the maintenance of the system, the unique 
identification tags that must be assigned to products, user requirements, system notifications, batch tracking, 
inventory reconciliation, and audits.35

Pennsylvania

Pennsylvania Regulatory Landscape

The Pennsylvania medical marijuana program was signed into law on April 17, 2016 under Act 16 and provided 
access to state residents with one of 17 qualifying conditions, including epilepsy, chronic pain, and PTSD. The state, 
which consists of over 12 million U.S. citizens and qualifies as the fifth largest population in the US, operates as a 
high-barrier market with very limited market participation. Pennsylvania’s medical marijuana program is overseen 
by the state’s Department of Health (“PADOH”). The state originally awarded only 12 permits to cultivate/process 
and 27 permits to operate retail dispensaries. The PADOH may issue permits to no more than 25 grower/processors, 
five of which may also be issued a dispensary permit.  The PADOH initially will issue permits for no more than 50 
dispensaries, and each dispensary must have no more than three separate locations.  For purposes of the PADOH’s 
medical program, there are six different regions - Southeast, Northeast, Southcentral, Northcentral, Southwest, and 
Northwest.  

David J. Freed, appointed to serve as U.S. Attorney for the Middle District of Pennsylvania on November 15, 2017, 
has previously stated, “I don’t need a study to tell me marijuana is a gateway drug. We in law enforcement have to 
clean up the mess.” He has also previously stated that he believes the law should not change.36

Scott W. Brady, appointed to serve as U.S. Attorney for the Western District of Pennsylvania on December 14, 
2017, has indicated that his office would vigorously enforce federal law stating,  “This office will continue to deploy 
all prosecutorial tools at our disposal to protect the citizens of western Pennsylvania from those individuals and 
criminal organizations which traffic in all illegal controlled substances, including marijuana.”37

                                                          

32
“State of Oregon: Recreational Marijuana.” Oregon.Gov, Oregon Liquor Control Commission, Retrieved: 10 Aug. 2018,

www.oregon.gov/olcc/marijuana/pages/default.aspx.
33

“Medical Marijuana Dispensary Directory.” Oregon.Gov, Oregon Health Authority, Retrieved: 10 Aug. 2018,
www.oregon.gov/oha/PH/DISEASESCONDITIONS/CHRONICDISEASE/MEDICALMARIJUANAPROGRAM/Pages/dispens
ary-directory.aspx
34

“The Oregon Medical Marijuana Program Statistical Snapshot.” Oregon.Gov, Oregon Health Authority, Apr. 2018,
www.oregon.gov/oha/PH/DISEASESCONDITIONS/CHRONICDISEASE/MEDICALMARIJUANAPROGRAM/Documents/ed
-materials/OMMP%20Statistic%20Snapshot%20-%2004-2018_Final.pdf
35 O.A.R. 845-025-7500 through O.A.R. 845-025-7580
36 http://www.pennlive.com/midstate/index.ssf/2012/11/marijuana_legalization_in_penn.html
37 http://www.post-gazette.com/news/state/2017/12/14/Senate-confirms-Scott-Brady-as-U-S-attorney/stories/201712140213
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Indirect Resulting Issuer Licenses in Pennsylvania

On July 28, 2018, Sea Hunter Holdings entered into a non-binding letter of intent with Standard Farms and White 
Haven for the acquisition, by an affiliate of Sea Hunter, of Standard Farms and White Haven. Standard Farms is a 
licensed grower/processor in Pennsylvania which allows it to operate a grower/processor in the Northeast region of 
Pennsylvania. 

Pursuant to the non-binding letter of intent, Sea Hunter’s affiliate will pay a sum of US$40 million to the Parent 
Company, consisting of (a) US$12 million in cash and (b) US$28 million payable at closing in the form of securities
of, or securities convertible or exchangeable for securities of the Resulting Issuer. Pursuant to Staff Notice 51-352, 
the Resulting Issuer’s investment in Standard Farms results in the Resulting Issuer’s indirect involvement in the 
cultivation and dispensing of marijuana in the state of Pennsylvania.

Holding Entity Permit/License
Number

City Expiration/Rene
wal Date (if 
applicable) 

(MM/DD/YY)

Description Ownership

Standard 
Farms, LLC

GP-2020-17 White Haven, 
PA

Renewed 
6/20/18 for 
following year

1 Medical 
Marijuana 
Grower/ 
Processor Permit

Non- binding letter 
of intent executed 
between Sea Hunter 
Holdings and White 
Haven RE and 
Standard Farms, 
LLC on July 28, 
2018.

See “General 
Development of the 
Business - Financing 
– Standard Farms, 
LLC”

Indirect Pending Resulting Issuer License Applications in Pennsylvania

Standard Farms and/or its affiliates have applied or intend to apply for several state cannabis permits which have not 
yet been awarded. If Standard Farms and/or its affiliates are awarded any of the permits set out in the non-binding
letter of intent, Sea Hunter will have a right of first offer to purchase from the Parent Company and/or its affiliates at 
the prices set out in the non-binding letter of intent provided in a ratio of 30% cash and securities of the Resulting 
Issuer or as otherwise agreed among the Resulting Issuer and the Parent Company, any or all such permits. Under 
Pennsylvania law, no entity or individual can be awarded more than 5 dispensary permits. Each permit allows the 
entity or individual to operate dispensaries in 3 separate locations in the region in which the permit is awarded.

Pennsylvania Licenses and Regulations

Each retail dispensary permit allows the holder to purchase marijuana and marijuana products from 
cultivation/processing facilities, and allows the sale of marijuana and marijuana products to registered patients. On 
March 22, 2018, it was announced that the final phase of the Pennsylvania medical marijuana program would 
initiate its rollout, which included 13 additional cultivation/processing permits and 23 additional dispensary permits. 
The application period ran from April 5, 2018 through May 17, 2018. In the introductory months of the program, 
Pennsylvania’s medical marijuana dispensaries experienced supply shortages and were unable to keep up with 
statewide demand. It was announced on April 17, 2018 that dry flower would be included in the regulations as an 
approved product form for sale and consumption (in addition to the already approved forms of concentrates, pills, 
and tinctures). Simultaneously, it was announced that the list of qualifying conditions would expand from 17 to 21, 
including additions of cancer remission therapy and opioid-addiction therapy.

Pennsylvania Reporting Requirements
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The Commonwealth of Pennsylvania uses MJ Freeway as the state’s computerized T&T system. Individual 
licensees are required to use MJ Freeway to push data to the state to meet all reporting requirements. If Sea Hunter 
closes its acquisition of Standard Farms, White Haven, and/or their affiliates, it intends to continue to use MJ 
Freeway as its in-house computerized seed to sale software, which integrates with the state’s MJ Freeway program 
and captures the required data points for cultivation, manufacturing and retail as required in the Pennsylvania 
medical marijuana laws and regulations.

The Resulting Issuer is not aware of any non-compliance by Standard Farms, LLC of the terms of its license 
or the regulatory framework enacted by the state of Pennsylvania.

Resulting Issuer Compliance Program

The Resulting Issuer is classified as having direct, indirect and ancillary involvement in the U.S. marijuana industry 
and is in compliance with applicable licensing requirements and the regulatory framework enacted by each U.S. 
state in which it operates. The Resulting Issuer is not subject to any citations or notices of violation with applicable 
licensing requirements and the regulatory framework enacted by each applicable U.S. state which may have an 
impact on its licenses, business activities or operations.  

The Resulting Issuer’s Senior Vice President, Retail and Cultivation or any other individual appointed by him 
oversees, maintains, and implements the Resulting Issuer’s compliance program and personnel. In addition to The 
Resulting Issuer’s robust internal legal and compliance departments, the Resulting Issuer has state and local 
regulatory/compliance counsel engaged in every jurisdiction in which it operates.

The Resulting Issuer’s Senior Vice President, Retail and Cultivation or any other individual appointed by him
oversees training for all employees, including on the following topics:

 compliance with state and local laws;

 safe cannabis use;

 dispensing procedures;

 security and safety policies and procedures;

 inventory control;

 T&T training session;

 quality control;

 transportation procedures; and

 extensive ingredient and product testing, often beyond that required by law to assure product safety and 
accuracy.

The Resulting Issuer’s compliance program emphasizes security and inventory control to ensure strict monitoring of 
cannabis and inventory from delivery by a licensed distributor to sale or disposal. Only authorized, properly trained 
employees are allowed to access the Resulting Issuer’s computerized seed-to-sale system. 

The Resulting Issuer’s Senior Vice President, Retail and Cultivation or anyone appointed by him monitors all 
compliance notifications from the regulators and inspectors in each market, timely resolving any issues identified. 
The Resulting Issuer keeps records of all compliance notifications received from the state regulators or inspectors 
and how and when the issue was resolved. 

Further, the Resulting Issuer has created comprehensive standard operating procedures that include detailed 
descriptions and instructions for receiving shipments of inventory, inventory tracking, recordkeeping and record 
retention practices related to inventory, as well as procedures for performing inventory reconciliation and ensuring 
the accuracy of inventory tracking and recordkeeping. The Resulting Issuer maintains accurate records of its 
inventory at all licensed facilities. Adherence to the Resulting Issuer’s standard operating procedures is mandatory 
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and ensures that the Resulting Issuer’s operations are compliant with the rules set forth by the applicable state and 
local laws, regulations, ordinances, licenses and other requirements. The Resulting Issuer ensures adherence to 
standard operating procedures by regularly conducting internal inspections and ensures that any issues identified are 
resolved quickly and thoroughly.

In January 2018, United States Attorney General, Jeff Sessions rescinded the Cole Memorandum and thereby 
created a vacuum of guidance for enforcement agencies and the Department of Justice.38 As an industry best 
practice, despite the recent rescission of the Cole Memo, the Resulting Issuer continues to do the following to ensure 
compliance with the guidance provided by the Cole Memorandum:

 Ensure the operations of its subsidiaries and business partners are compliant with all licensing requirements 
that are set forth with regards to cannabis operation by the applicable state, county, municipality, town, 
township, borough, and other political/administrative divisions. To this end, the Resulting Issuer retains 
appropriately experienced legal counsel to conduct the necessary due diligence to ensure compliance of 
such operations with all applicable regulations; 

 The activities relating to cannabis business adhere to the scope of the licensing obtained – for example, in 
the states where only medical cannabis is permitted, the products are only sold to patients who hold the 
necessary documentation to permit the possession of the cannabis; and in the states where cannabis is 
permitted for adult recreational use, the products are only sold to individuals who meet the requisite age 
requirements; 

 The Resulting Issuer only works through licensed operators, which must pass a range of requirements, 
adhere to strict business practice standards and be subjected to strict regulatory oversight whereby 
sufficient checks and balances ensure that no revenue is distributed to criminal enterprises, gangs and 
cartels; and 

 The Resulting Issuer conducts reviews of products and product packaging to ensure that the products 
comply with applicable regulations and contain necessary disclaimers about the contents of the products to 
prevent adverse public health consequences from cannabis use and prevent impaired driving.

On November 7, 2018, at President Donald Trump’s request, Jeff Sessions resigned from his position as Attorney 
General, and his Chief of Staff, Matthew Whitaker, a former U.S. Attorney for the Southern District of Iowa, was 
appointed Acting Attorney General.  It is unclear how this change may impact the state-legal cannabis industry in 
the U.S. The Resulting Issuer will continue to monitor compliance on an ongoing basis in accordance with its 
compliance program and standard operating procedures. While the Resulting Issuer’s operations are in full 
compliance with all applicable state laws, regulations and licensing requirements, such activities remain illegal 
under United States federal law. For the reasons described above and the risks further described in Section 17 below, 
there are significant risks associated with the business of the Resulting Issuer. Readers are strongly encouraged to 
carefully read all of the risk factors contained in Section 17- Risk Factors.

4. NARRATIVE DESCRIPTION OF THE BUSINESS

General Business of the Resulting Issuer

The Resulting Issuer is a vertically integrated, technology driven infrastructure platform that delivers comprehensive 
solutions to the legalized cannabis industry in Canada and the U.S. The Resulting Issuer delivers a broad range of 
cannabis products designed to enhance both the business and consumer experiences through improved efficiencies, 
connectivity, quality, delivery, and efficacy, all supported by a robust technology platform.

Following the completion of the Business Combination, the Resulting Issuer will focus on the businesses of SVT 
and the Constituents.

                                                          

38 U.S. Dept. of Justice. (2013). Memorandum for all United States Attorneys re: Guidance Regarding Marijuana Enforcement. 
Washington, DC: US Government Printing Office. Retrieved from 
https://www.justice.gov/iso/opa/resources/3052013829132756857467.pdf.
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General Business of Baker

Initially founded in 2014, Baker graduated as one of the first cannabis companies in 500 Startups, a noted startup 
accelerator. As of the date of this Listing Statement, Baker has over 60 employees, has raised over US$11.5 million, 
and counts approximately 1,000 dispensaries as part of its platform.

With expertise in retail, technology, and cannabis Baker helps cannabis dispensaries drive revenue and build 
relationships with their customers through a cannabis-specific customer relationship management (“CRM”) 
platform featuring online ordering, customer loyalty, customer messaging, and analytics and powered by Baker’s 
own proprietary intellectual property. With over 20 integrations and growing, Baker is also creating a tech 
ecosystem where dispensaries can transition between ancillary services.

As the industry-leading CRM platform, Baker is the trusted solution for over 1,000 cannabis dispensaries (32% 
market share as of June 30, 2018) across the United States.

Baker’s goal is to give the cannabis industry intuitive technology to help cannabis retailers run more successful 
businesses. Baker believes that the cannabis shopping experience should be as comfortable and personalized as it is 
in every other retail environment. By providing an integrated and easy-to-use technology platform, Baker is helping 
propel the cannabis industry forward.

Products and Services

Baker’s principal product is its cannabis-specific CRM platform. A CRM platform is a solution used by businesses 
to build customer loyalty and repeat business though targeted messaging, loyalty programs and personalized 
marketing campaigns based on customer preferences. In the cannabis industry, CRM solutions help cannabis 
dispensaries convert one-time or occasional customers into regular customers. Designed to meet the unique business 
needs and compliance requirements of cannabis dispensaries, Baker’s CRM platform delivers cannabis dispensaries 
with the following tools and features in one integrated and easy-to-use platform.

Checkin

The “Checkin” tool allows cannabis dispensaries to build their customer base by turning anonymous customers into 
loyal repeat customers through a customizable loyalty program that aligns the business needs of the dispensary with 
the desires of their customers. Cannabis dispensaries capture customer information and provide rewards via tablets 
in-store. Through this tool, cannabis dispensaries can double the number of repeat customers. Features of Checkin 
include the following:

 Cell Checkin: Allows dispensaries to collect cell phone numbers for customers in-store or at events.

 Customer Profile: Allows customers to track their loyalty points and preferences all in one place.

 Customizable Categories: Allows dispensaries to understand their customers with customizable product 
and lifestyle interests.

 Email Capture: Allows dispensaries to expand the customer profile information through email capture.

 Loyalty Program: Allows customers to see what they will earn for continued loyalty.

Collect

The “Collect” tool allows cannabis dispensaries to enable their website visitors to sign up for their marketing list and 
enroll in their loyalty program. Collect allows cannabis dispensaries to grow their customer list faster and cheaper 
than any ad by turning website visitors into customers. Features of Collect include the following:

 Cell Capture: Allows dispensaries to collect cell phone numbers or emails from website visitors.

 Detailed Preferences: Allows dispensaries to gather detailed preferences and interests from each website 
visitor to make their marketing efforts more effective.
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Connect

The “Connect” tool allows cannabis dispensaries to increase customer engagement through targeted SMS messaging 
with advanced filters. Targeted SMS campaigns can raise conversion rates by up to 12x compared to email. Features 
of Connect include the following:

 Advanced Filtering: Allows dispensaries to avoid spamming customers with targeted messages to relevant 
customers.

 Pre-Scheduled Messages: Allows dispensaries to send messages at the right time.

 Customizable Promos: Allows dispensaries to maximize deals and incentivize customers in one click.

 Product Notifications: Allows dispensaries to alert customers when a preferred strain is back in stock.

 Text-To-Join: Allows customers to easily opt-in to a dispensary’s marketing list with a simple text.

 SMS Analytics: Allows dispensaries to see how their messages perform via data on click-through-rate and 
in-store check-ins.

Shop

The “Shop” tool allows cannabis dispensaries to generate new sales from their website with a branded menu that 
syncs to a dispensary’s Point of Sale (POS). Cannabis dispensaries can increase average order size by up to 40% 
with online ordering. Features of Shop include the following:

 Built For Different Regions: Designed to be customizable to each region’s cannabis laws and regulations.

 Kiosk Mode: Provides customers with an in-store menu browsing or shopping experience.

 Advanced Product Filters: Allows customers to find products easier with filters by category, weight, data 
and more.

 Quick Checkout: Allows customers to checkout faster.

 2-Way Chat: Allows dispensaries to communicate with customers after they place their orders.

 Digital Loyalty: Allows dispensaries to keep customers coming back with points, rewards and promos.

Principal Markets

Baker has customers in 26 states and territories in the United States, although Baker generates most of its revenue 
from sales in Colorado, California, and Washington. As of June 30, 2018, Baker held approximately 32% of the 
market share in the United States. Baker has identified additional high potential markets in which it plans to 
continue to execute its expansion strategy.

Distribution Methods

Baker has a dedicated sales team and marketing team which work together to sell Baker’s CRM platform throughout 
its distribution areas.

Revenue

Baker derives its revenues from software as a service contracts containing multiple deliverables including license 
fees, setup fees and usage-type fees. For the financial years ended December 31, 2017 and December 31, 2016, 
license and setup fees comprised US$1,762,871 (99.1%) and US$165,904 (98.9%) of Baker’s total revenues of 
US$1,778,423 and US$167,720, respectively.
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Research and Development

Baker maintains an active research and development team consisting of software engineers and product managers, 
providing continuous innovation in order to rapidly respond to new market opportunities and expand its product 
offerings. Baker occasionally uses contracted software engineers for certain projects. The focus for ongoing 
technology development is reviewed regularly for prioritization based on the evolving business landscape, customer 
feedback, and projected trends in the industry.

Production and Service

Baker’s product development follows industry standard practice for cloud-based software. Standard practices such 
as analysis and product definition, creation and validation of system requirements, development of system design 
and architecture, coding, testing and quality assurance are utilized. Techniques such as the agile methodology are 
employed for managing the pace of releases, and industry best practices are adhered to for reliability, deployment of 
the software, and customer support.

Specialized Skill and Knowledge

The development of sophisticated and complex software such as Baker’s CRM platform and the marketing thereof 
requires extensive specialized skill and knowledge, and Baker depends on its ability to attract and retain highly 
skilled developers and technology, engineering, managerial, marketing and sales personnel. While Baker believes 
that its core management team has experience in the required areas of expertise, competition for qualified personnel 
in the industry in which Baker operates is intense. Denver, Colorado has a healthy business and technology climate 
that is pertinent to Baker’s future product development needs.

Competitive Conditions

Baker is well positioned in a competitive marketplace, with approximately 32% of the market share as of June 30,
2018. Its direct competitors vary by region but include Springbig, Dataowl, and Sprout. Baker’s CRM platform is 
utilized by more cannabis dispensaries in the United States than any other CRM platform. Baker’s product is the go-
to CRM platform in the cannabis industry because it is built exclusively for the cannabis retail business and 
integrates the legal and compliance needs that vary by region. Additionally, Baker offers its CRM platform at a 
competitive price without compromising customer service and reliability.

There is potential that Baker will face intense competition from other companies, some of which can be expected to 
have longer operating histories and more financial resources and marketing experience than Baker. Increased 
competition by larger and better financed competitors could materially and adversely affect the business, financial 
condition and results of operations of Baker.

Because of the early stage of the cannabis industry in which Baker operates, Baker expects to face additional 
competition from new entrants. If the number of cannabis dispensaries across the United States increases, the 
demand for products and services will increase and Baker expects that competition will become more intense, as 
current and future competitors begin to offer an increasing number of diversified products and pricing strategies.

To remain competitive, Baker will require a continued high level of investment in research and development, 
marketing and sales. Baker may not have sufficient resources to maintain its business, research and development, 
marketing, sales and client support efforts on a competitive basis which could materially and adversely affect the 
business, financial condition and results of operations of Baker.

New Products

Baker is constantly broadening its portfolio of products and features to meet evolving customer demand.

Intangible Properties

Baker’s CRM platform is powered by Baker’s own proprietary intellectual property, which was built from the 
ground up by one of Baker’s co-founders and continues to be expanded and improved by Baker’s team of software 
engineers and product specialists. Similar to most software companies, Baker relies on copyright and trade secret 
protection with respect to its restricted access source code, compiled code, visual layout, documentation and other 
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materials. Patents are impractical for software intellectual property given that the commercial lifespan of software 
has a much shorter innovation cycle and is usually obsolete within the time required for the United States Patent and 
Trademark Office and similar international bodies to complete a patent application, which can take several years. 
Software research and development costs are more than offset by the early adopter market advantage, so Baker has 
determined not to rely on patent protection to maintain competitive advantage.

Employees

As at the date of this Information Circular, Baker has 62 employees. The number of employees is expected to grow 
in the future in order to support Baker’s market expansion strategy.

General Business of Briteside

Briteside was formed with the intention of providing vertically integrated services to the cannabis industry. Briteside 
operates a fully-integrated business model that features end-to-end solutions for businesses operating in the 
regulated cannabis industry in states and countries where cannabis is regulated and/or has been de-criminalized for 
medical use and/or legalized for recreational use. Briteside provides IT solutions for businesses, delivery services for 
cannabis consumers, as well as engineering and infrastructure solutions for the cultivation, processing, and retail 
divisions of the industry. Briteside also intends to provide insurance solutions for the cannabis industry, although it 
has yet to take specific steps to facilitate this (including, without limitation, applying for necessary licenses and 
seeking required regulatory approvals), and Briteside has not established a timeline for doing so.

Briteside’s current business encompasses three operational components: (1) providing a streamlined technology 
platform which is focused on creating an online presence and storefront for cannabis dispensaries operating in states 
and other locales in which the sale of cannabis is legally permitted; (2) producing prefabricated modular cannabis 
production facilities using Briteside’s modular technology (for which it has a patent pending); and (3) applying for a 
cannabis production license to establish a cultivation operation at Briteside’s modular cannabis production facility in 
Bend, Oregon and/or at an alternative site.

Briteside possesses the knowledge and capacity to cultivate and process its own cannabis products; therefore, it is 
taking steps to apply for a production license in Oregon. However, Briteside intends to maintain its other operational 
business segments, thereby leveraging its technology, infrastructure and industry know-how to insulate itself from 
the volatility of the cannabis industry, while also potentially benefiting from the potential opportunities associated 
with becoming a licensed producer of cannabis.

Briteside has four wholly-owned subsidiaries: (i) Briteside Modular LLC (Tennessee) (“Briteside Modular”) which
developed the design, engineering, and standard operating procedures for Briteside’s Modular Technology (as 
defined below); (ii) Briteside E-Commerce LLC (Tennessee) (“Briteside E-Commerce”) which developed the 
software for Briteside’s E-Commerce Platform (as defined below); (iii) Briteside Oregon LLC (Oregon) (“Briteside 
Oregon”), a real estate holding company and in the initial stages of applying for a cannabis production license in 
Oregon; and (vi) Oregon Company LLC (Oregon), formed to pursue collaborative relationships with retailers, 
producers, and distributors in Oregon but which has not formed any business relationships and is not currently in 
discussions to form any business relationships.

Briteside’s Business Segments

Briteside currently has three principal business segments: (1) e-commerce technology platform which is focused on 
creating an online presence and storefront for cannabis dispensaries operating in states and other locales in which the 
sale of cannabis is legally permitted; (2) production of prefabricated modular cultivation units; and (3) Oregon land 
use application and future cannabis production license application for a cannabis production facility in Bend, 
Oregon.

E-Commerce Platform

Summary of Technology

Briteside, through its subsidiary Briteside E-Commerce, has developed a technology platform for streamlining 
online orders, inventory management, and customer service for small to medium size recreational and medical 
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cannabis businesses (the “E-Commerce Platform”). Briteside’s E-Commerce Platform simplifies a cannabis 
dispensary’s ability to manage its online presence and storefront. The E-Commerce Platform also assists the 
dispensary to remain compliant with local cannabis laws and regulations (for example, the E-Commerce Platform 
has built in compliance software that ensures customers are not purchasing more than the legal limit of cannabis 
allowable per person in their jurisdiction).

Briteside plans to offer best in class technology by integrating with common state inventory tracking systems, 
integrating with existing point of sale (“POS”) and enterprise resource planning (“ERP”) software systems and 
providing other business services, in addition to providing use of its E-Commerce Platform.

Briteside integrates with each E-Commerce Platform user’s existing inventory management system so that their 
products can be displayed on Briteside’s online marketplace. Each state and local jurisdiction has its own unique 
laws and regulations concerning the distribution and sale of cannabis that must be incorporated into Briteside’s E-
Commerce Platform as a built-in compliance framework. Briteside will therefore update the E-Commerce Platform 
framework to accommodate legal and regulatory changes. As the number of users of Briteside’s E-Commerce 
Platform increases, Briteside will gather additional data to help it optimize its framework, especially as Briteside 
expands its services to other states across the U.S., where permitted.

As greater data feeds are added to Briteside’s E-Commerce Platform, ensuring continual optimization (for fast 
processing of customer orders, querying and other user experiences) will become more challenging. Moreover, 
Briteside will also need to consider changes in local laws and regulations. To ensure its compliance system remains 
up-to-date, Briteside plans to continuously update its system framework to include the latest cannabis laws and 
regulations within a given jurisdiction. To do so, Briteside plans to identify and understand the information 
generated from the IT platforms of its E-Commerce Platform users and integrate this information into scalable 
software architectures and infrastructures. Briteside will then integrate with user POS and ERP systems to ensure 
accurate inventory tracking within its E-Commerce Platform.

Briteside’s E-Commerce Platform operates using a complex data integration system. As Briteside’s E-Commerce 
Platform evolves, each integration will generate large quantities of data and all incoming data must then be 
organized to match Briteside’s current data structures. Each integration poses unique complications as Briteside is 
essentially taking the interpretation of data of others and translating it into its own system.  Each integration requires 
its own secure application programming interface to then transfer data between systems. Furthermore, each 
integration requires ongoing maintenance, as Briteside’s E-Commerce Platform must be updated to integrate any 
changes that are made to a user’s own IT platform.

History and Material Transactions

Briteside is currently launching delivery services in Oregon and has started to acquire a user network, developing 
collaborative relationships with dispensaries located in key markets within Oregon with plans to expand its 
operations throughout the major Oregon markets by seeking out additional relationships with other key dispensary 
operators.

Briteside E-Commerce has several non-exclusive marketing agreements (the “Briteside Marketing Agreements”) 
with cannabis dispensaries located throughout Oregon (each, a “Service User”). Under the Briteside Marketing 
Agreements, Briteside E-Commerce is used to, among other things, market and facilitate sales and/or the delivery of 
each Service User’s cannabis products throughout Oregon using Briteside’s E-Commerce Platform (as defined 
below). Currently, E-Commerce Platform users, such as the Service Users, have access to a customized ‘active 
menu’ page for their online store. The E-Commerce Platform enables users to offer their customers efficient and 
timely delivery of cannabis and as Briteside’s user network expands, the E-Commerce Platform system is expected 
to become further optimized.

The term of each Briteside Marketing Agreement is for one year from the effective date of each agreement, 
respectively. Each Briteside Marketing Agreement will automatically renew for additional terms of one year unless 
it is: (i) terminated by either party at any time, with or without cause, upon thirty days’ written notice of such 
termination; (ii) terminated by Briteside E-Commerce if the Service User’s products are deemed hazardous or 
unsafe; and/or (iii) terminated by Briteside E-Commerce if the Service User is not in compliance with the rules and 
regulations set out by the Oregon Liquor Control Commission (the “OLCC”) and any local laws, rules, regulations 
and licensing requirements.
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Under the Briteside Marketing Agreements, Briteside E-Commerce does not have any “direct” or “indirect” 
involvement in the Cannabis industry. However, Briteside’s services provided through its E-Commerce Platform 
may be categorized as “ancillary” involvement in the U.S. cannabis industry. Briteside E-Commerce is granted a 
royalty-free, non-exclusive, worldwide, perpetual, irrevocable right and license to use, reproduce, perform, display, 
distribute and prepare derivative works (and sublicense the foregoing rights), including all available information 
about each Service User’s products, such as artwork and text for packaging, promotional photographs and 
descriptions, blurbs, product descriptions, reviews and any other materials concerning a Service User’s products.

Briteside’s management considers the Briteside Marketing Agreements to be have been entered into in the ordinary 
course of business.

Competition, Marketing Plans and Strategies

There is potential that Briteside will face intense competition from other companies, some of which can be expected 
to have longer operating histories and more financial resources and production and marketing experience than 
Briteside.

Because of the early stage of the industry in which Briteside operates, Briteside expects to face additional 
competition from new entrants. If the number of users of medical and recreational marijuana across the U.S. 
increases, the demand for products will increase and Briteside expects that competition will become more intense, as 
current and future competitors begin to offer an increasing number of diversified products and pricing strategies.

Briteside has garnered national media attention for its operations (including both mainstream outlets and industry-
focused outlets). Briteside’s unique operational model for facilitating the online ordering and delivery of cannabis 
products in areas where the sale of such products is permitted represents a novel change to the cannabis industry’s 
current business model, and this has been validated by the coverage that Briteside’s operations have received from 
media outlets.

Briteside intends to seek out strategic collaborative relationships with industry leaders in cultivation, operations and 
information technology. By overlaying Briteside’s unique IT products and services, such as Briteside’s E-Commerce 
Platform, with other IT solutions and wide-scale operations, Briteside expects that it will be able to grow revenues 
and value in an expedited fashion.

To remain competitive, Briteside will require a continued high level of investment. Briteside may not have sufficient 
resources to maintain its business, research and development, marketing, sales and client support efforts on a 
competitive basis which could materially and adversely affect the business, financial condition and results of 
operations of the resulting company.

Modular Technology

Summary of Technology

Through its subsidiary, Briteside Modular, Briteside has developed patent pending modular technology (patent 
#62/595,650 filed 12/7/2017) that can be used to optimize cannabis cultivation (the “Modular Technology”).

The Modular Technology consists of the fundamental components that are required to operate a cannabis production 
facility including, but not limited to, structural and mechanical components, paint, drains, fans, HVAC, electrical 
panels and security systems. The Modular Technology arrives onsite 85%-90% pre-constructed. Delivering pre-
constructed Modular Technology reduces the labor hours and additional costs associated with hiring a workforce to 
install the Modular Technology, thereby decreasing the time and costs associated with building an operational 
cannabis production facility.

Cannabis production facilities that use Briteside’s Modular Technology produce large amounts of data concerning a 
number of conditions/factors including, but not limited to, the seed to sale process, nutrient usage, water and 
electricity usage and yields per square foot. Data generated from the Briteside Production Facility and from other 
cannabis production facilities that collaborate with Briteside can then be integrated into Briteside’s overall software 
analytics to provide analytical data to help determine the most efficient growing processes, thereby optimizing their 
profit margins.
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Similar to the network amplifying circumstances that may help improve the E-Commerce Platform, Briteside also 
expects its Modular Technology IT infrastructure to grow as the number of users of its Modular Technology 
increases. Briteside plans to analyze the data generated from its Modular Technology at the Briteside Facility, along 
with the Modular Technology installed at future cannabis production facilities, to determine ‘optimal’ cannabis 
growing conditions. Briteside will then market this information, alongside the information learned from its E-
Commerce Platform, to offer comprehensive distribution/sales, compliance and growth maximizing software. 

History and Material Transactions

Briteside has already installed its Modular Technology at the Briteside Facility and is in the process of fulfilling 
certain purchase orders for cannabis producers operating in jurisdictions where recreational and/or medical 
marijuana is legal.

Briteside has entered into the following agreements to manufacture, supply and install its Modular Technology at a 
number of cannabis production facilities throughout the U.S.:

 purchase and installation agreement dated August 25, 2017 to supply and install a certain number of 
Modular Technology units at a cannabis production facility in Pennsylvania. Construction was completed 
on December 15, 2017;

 purchase and installation agreement dated May 10, 2018 to supply and install a certain number of Modular 
Technology units at a cannabis production facility in Massachusetts. Construction is ongoing; and

 purchase and installation agreement dated July 25, 2018 to supply and install a certain number of Modular 
Technology units at a cannabis production facility in Massachusetts. Construction is ongoing.

Briteside’s management considers the above agreements to have been entered into in the ordinary course of 
business.

Competition, Marketing Plans and Strategies

There is potential that Briteside will face intense competition from other companies, some of which can be expected 
to have longer operating histories and more financial resources and production and marketing experience than 
Briteside.

Because of the early stage of the industry in which Briteside operates, Briteside expects to face additional 
competition from new entrants. If the number of users of medical and recreational marijuana across the U.S. 
increases, the demand for products will increase and Briteside expects that competition will become more intense, as 
current and future competitors begin to offer an increasing number of diversified products and pricing strategies.

Briteside intends to seek out strategic collaborative relationships with industry leaders in cultivation, operations and 
information technology. By overlaying Briteside’s unique IT products and services, such as Briteside’s Modular 
Technology, with other IT solutions and wide-scale operations, Briteside will be able to grow revenues and value in 
an expedited fashion.

By incorporating Briteside’s Modular Technology into cannabis production facilities, cannabis producers can 
operate on an efficient and cost effective timetable that Briteside expects to improve as Briteside’s user network 
becomes larger (see “Narrative Description of the Business – General Business of Briteside – Briteside’s Business 
Segments – Modular Technology – Summary of Technology” above). In lieu of selling Briteside’s Modular 
Technology exclusively to other cannabis companies, Briteside’s strategy has evolved to also utilize its modular 
solutions at the Briteside Production Facility to help it reach the market sooner and with less capital investment than 
its competitors.

To remain competitive, Briteside will require a continued high level of investment. Briteside may not have sufficient 
resources to maintain its business, research and development, marketing, sales and client support efforts on a 
competitive basis which could materially and adversely affect the business, financial condition and results of 
operations of the resulting company.

Oregon Land Use Application and Cannabis Production License Application
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Oregon Land Use Application

As a preliminary requirement to submitting a marijuana producer application to the OLCC (a “OLCC Marijuana 
Producer Application”) for a cannabis production license (the “Production License”), Briteside must receive local 
“land use” approval from Deschutes County. On October 11, 2017, Briteside Oregon submitted its land use 
application (file number 247-17-000833-AD) (the “Briteside Land Use Application”) to Deschutes County for an 
administrative determination and approval of a proposal for marijuana production at the Briteside Property. The 
Briteside Land Use Application includes a proposal to provide up to 20,000 square feet of mature canopy area on the 
Briteside Property, in an identified “Building Envelope” area, within modular structures ranging in size from 4,000 –
18,000 square feet.

Before Briteside Oregon can submit its application for a Production License for the Briteside Production Facility, 
Briteside Oregon requires the County’s administrative determination and approval of the Briteside Land Use 
Application, per the following applicable criteria: Title 18 of the Deschutes County Code, County Zoning (Ch. 
18.04, Ch. 18.16, and Ch. 18.116) and Title 22 of the Deschutes County Development Procedure.

On May 9, 2018, Deschutes County issued its findings and decision approving the Briteside Land Use Application 
with conditions to Briteside Oregon’s plans to establish a cannabis production facility on the Briteside Property. An 
appeal was filed by nearby landowners within the requisite 10-day appeal period. This appeal was being conducted 
de novo pursuant to Deschutes County’s board of county commissioners’ (the “Board of County Commissioners”) 
order dated May 16, 2018. On July 11, 2018, Briteside Oregon responded to certain issues raised at a public appeal 
hearing. However, the Board of County Commissioners did not reach a decision on the matter and instead left the 
record open for three more weeks.

Briteside Oregon’s final rebuttal was due on August 1, 2018. On July 11, 2018, the Board of County Commissioners 
met for its final deliberation and denied the Briteside Land Use Application in a 2-1 vote. The Board of County 
Commissioners subsequently issued its written decision on September 12, 2018. Briteside Oregon filed an appeal 
with the Oregon Land Use Board of Appeals on October 2, 2018.

Pending receipt of a final written decision, Briteside is looking at the possibility of seeking alternative sites for its 
modular operations.

Cannabis Production License Application

As of the date hereof, Briteside does not have a Production License. The Briteside Land Use Application was denied 
in the preliminary stages of submitting its OLCC Marijuana Producer Application.

In the event that Briteside Oregon has grounds for appeal of the Board of County Commissioners’ final written 
decision, the Briteside Land Use Application may be eligible for reconsideration by the County. Should Briteside 
Oregon receive favorable treatment of its application upon reconsideration by the County (resulting in conditional 
approval and eventually final approval of the Briteside Land Use Application) Briteside will be able to obtain the 
requisite “Land Use Compatibility Statement” from Deschutes County and resume preparing its application with the 
OLCC for a Production License at the Briteside Production Facility.

Briteside is making commercially reasonable efforts to ensure that its facility will meet all criteria required for 
approval of its future OLCC Marijuana Producer Application, including the requirements under the OLCC Division 
25 Recreational Marijuana – General Requirements Applicable to All Marijuana Licensees and any other regulatory 
requirements set out by the OLCC.

Due to the large numbers of license applicants currently awaiting review, the OLCC has advised that it may be 
unable to process any new license applicants until 2019.

Competition, Marketing Plans and Strategies

There is potential that Briteside will face intense competition from other companies, some of which can be expected 
to have longer operating histories and more financial resources and production and marketing experience than 
Briteside.
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Because of the early stage of the industry in which Briteside operates, Briteside expects to face additional 
competition from new entrants. If the number of users of medical and recreational marijuana across the U.S. 
increases, the demand for products will increase and Briteside expects that competition will become more intense, as 
current and future competitors begin to offer an increasing number of diversified products and pricing strategies.

By incorporating Briteside’s Modular Technology into the Briteside Production Facility, Briteside expects to operate 
on an efficient and cost effective timetable. Briteside also expects its production capacity and efficiency to improve 
as Briteside’s user network becomes larger (see “Narrative Description of the Business – General Business of 
Briteside – Briteside’s Business Segments – Modular Technology – Summary of Technology” above).

To remain competitive, Briteside will require a continued high level of investment. Briteside may not have sufficient
resources to maintain its business, research and development, marketing, sales and client support efforts on a 
competitive basis which could materially and adversely affect the business, financial condition and results of 
operations of the resulting company.

Compliance with Applicable Cannabis Law

Due to the fragmented nature of the regulatory structure governing the cannabis industry in the U.S., Briteside may 
require general business registrations, permits and other forms of licensing to meet local regulatory standards in the 
different jurisdictions where it intends to operate. For example, some localities require a “marijuana business 
support license” for non-licensee entities working with marijuana licensees through ancillary industry involvement. 
Accordingly, this requires a locality-by-locality assessment as Briteside carries out its planned build-out in different 
jurisdictions.

Briteside will restrict its business and operations to dealing with companies and dealers that are in compliance with 
applicable licensing requirements and the regulatory framework enacted by the applicable U.S. state. Before 
Briteside enters into an agreement or any form of business relationship, it will utilize local legal and compliance 
counsel to help ensure that it holds all requisite licenses, permits and approvals, specific to its operations in, and as 
required by, the relevant local jurisdiction.

Currently, Briteside requires all users of its E-Commerce Platform to execute a marketing agreement that provides 
for termination in the event of non-compliance with local regulatory requirements (see “Narrative Description of the 
Business – General Business of Briteside – Briteside’s Business Segments – E-Commerce Platform – History and 
Material Transactions”). As Briteside continues to develop its business, it will develop and implement more 
rigorous internal compliance programs to help ensure it continues to satisfy local regulatory standards in each 
jurisdiction in which it operates and/or provides its products/services.

International Markets

Briteside intends to pursue international alliances and expansion, focusing on countries with regulatory 
environments that support the production and sale of cannabis-based products. Briteside intends to seek out strategic 
collaborative relationships with industry leaders in cultivation, operations and information technology. By 
overlaying Briteside’s unique IT products and services, such as Briteside’s Modular Technology, with other IT 
solutions and wide-scale operations, Briteside expects that it will be able to grow revenues and value in an expedited 
fashion.

Research & Development

Briteside intends to implement and/or finalize certain initiatives including, but not limited to:

 finalizing strategic alliances with industry leaders that will use Briteside’s Modular Technology, thereby 
increasing Briteside’s potential to optimize its data system and providing Briteside with insight into new 
and better technologies for cultivation, energy savings, automation, maximum yields and genetics;

 finalizing alliances with ancillary service companies to help maximize operations at the Briteside 
Production Facility;
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 developing vertical farming technology to help achieve cost savings by optimizing the efficiency of 
growing procedures and technology;

 finalizing Briteside’s environmental/HVAC engineering initiative that is expected to allow Briteside to 
reduce the size and tonnage of its HVAC systems as well as modularize the chiller rooms and cooling 
towers such that they can be built at the Briteside Production Facility, in addition to other cannabis 
facilities, and be shipped ready for field connections;

 updating/modifying Briteside’s design plans for its Modular Technology to enable it to build sterile 
(environmentally controlled) rooms for cannabis producers who require controlled conditions for plant 
genetics breeding and seed research; and

 upgrading the Briteside Production Facility to accommodate high-tech co-generation capabilities. This 
initiative is expected to allow Briteside to generate its own power, provide latent recovery heat for 
dehumidification and supply its production rooms with carbon dioxide to feed its cannabis plants.
Consequently, Briteside expects to see a decrease in its operating costs, along with energy rebates and tax 
incentives.

Employees

As of the date hereof, Briteside, through itself and its subsidiaries, has 10 employees including full and part time 
employees and consultants. Briteside’s future success will depend in part on its ability to continue to attract, retain,
and motivate highly qualified technical and management personnel, for whom competition is intense.

General Business of Sea Hunter

Sea Hunter was formed to provide cultivation, retail, operational and capital support to state cannabis licensees. In 
certain circumstances, Sea Hunter and its subsidiaries apply for licenses and/or manage licensees’ cannabis 
cultivation, processing, and dispensary operations in states in which they operate. Sea Hunter’s operations range 
from cultivation to extraction and kitchen operations to retail distribution.

Cultivation, Processing, Transportation/Fulfillment, and Dispensaries

Sea Hunter operates dispensaries and uses its ‘Chroma’ and ‘Slate’ brands to manufacture and market its product 
lines. Sea Hunter intends to expand its product line under both brands to gain market share and brand recognition. 
Sea Hunter also intends to offer intellectual property licensing rights to qualifying license holders in the states in 
which it operates. Qualifying license holders may include entities identified through a minority outreach and 
economic empowerment programs. In jurisdictions where Sea Hunter operates or will operate, Sea Hunter intends to 
replicate the store, packaging and customer experience at each location as allowed by state and local law and to the 
extent practicable, which may vary from store to store.

Specialized Skills

Sea Hunter has a broad and deep team of employees to capably handle all aspects of their operations. In particular, 
Sea Hunter employs a geneticist and team of cultivators who know how to discern strains and grow product.

Competitive Conditions

There is potential that Sea Hunter will face intense competition from other companies, some of which can be 
expected to have longer operating histories and more financial resources and production and marketing experience 
than Sea Hunter.

Because of the early stage of the industry in which Sea Hunter operates, Sea Hunter expects to face additional 
competition from new entrants. If the number of users of medical and recreational marijuana across the U.S. 
increases, the demand for products will increase and Sea Hunter expects that competition will become more intense, 
as current and future competitors begin to offer an increasing number of diversified products and pricing strategies.

To remain competitive, Sea Hunter will require a continued high level of investment. Sea Hunter may not have 
sufficient resources to maintain its business, research and development, marketing, sales and client support efforts 
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on a competitive basis which could materially and adversely affect the business, financial condition and results of 
operations of the resulting company.

Compliance with Applicable Cannabis Law

Each U.S. jurisdiction that has implemented a regulated medical and/or recreational cannabis program has different 
requirements and guidelines for applicants seeking licensure, licensed cannabis businesses, and ancillary cannabis 
businesses. In addition, local municipalities within each of the various jurisdictions may have their own laws, rules, 
and licensing or permitting requirements. This creates challenges and costs for entities operating in multiple U.S. 
jurisdictions (see “Narrative Description of the Business – General Business of Sea Hunter – Overview of the 
Cannabis Industry in the United States” below). For example, some jurisdictions limit the number of licenses or 
permits that may be owned or controlled by a given person or entity, which may include a limitation on indirect 
ownership or control. Accordingly, this requires a state-by-state and locality-by-locality assessment as Sea Hunter 
carries out its expansion in different jurisdictions.

Sea Hunter will restrict its business and operations to dealing with companies that are in compliance with applicable 
licensing requirements and the regulatory framework enacted by the applicable U.S. state (see “Narrative 
Description of the Business – General Business of Sea Hunter – Overview of the Cannabis Industry in the United 
States” below). Before Sea Hunter enters into an agreement or any form of business relationship, it will utilize local 
legal and compliance counsel to help ensure compliance with all requisite licenses, permits and approvals, specific 
to its operations in, and as required by, the relevant local jurisdiction.

Lending and Investment Policies

Sea Hunter supports its affiliate businesses through lending and investment but does not participate in similar 
activities with respect to any third parties.

Locations

Sea Hunter, or one of its subsidiaries, maintains activities out of the following locations:

Location Activities Conducted at Location

1. 30(A) Mozzone Boulevard, Taunton, MA 02780 Cultivation, marijuana infused products, and 
processing, dispensary

2. 1385 Cambridge Street, Cambridge, MA 02139 Dispensary (not yet open)

3. 1090 West Chestnut Street, Brockton, MA 02301 Dispensary (not yet open)

4. 216 Ricciuti Drive, Quincy, MA 02169 Provides services to licensed dispensary and 
cultivation facility

5. 975 Memorial Drive #602, Cambridge, MA 02138 Corporate apartment

6. 1300 Elizabeth Ave, West Palm Beach, FL 33401 Corporate headquarters

7. 1253 Old Okeechobee A-4, West Palm Beach, FL 33401 Additional office space

SH Realty Holdings, LLC has entered into real estate agreements for the below listed real properties. Such 
agreements are awaiting pre-closing zoning, permitting or licensing approvals.

Location Activities to be Conducted at Location

1. 422 Amity St., Amherst, MA 01002 Dispensary

2. 44 Capt. Bertie’s Way, Provincetown, MA 02657 Dispensary

3. 195 Northampton Street, Easthampton, MA 01027 Dispensary and cultivation

4. 8 Woodard Road, Greenfield, MA Dispensary

5. 30B Mozzone Blvd., Taunton, MA 02780 Cultivation
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6. 1589-1593 Blue Hill Ave Boston, MA 02186 Dispensary

7. 124 Newburyport Turnpike, Rowley MA 01969 Dispensary and cultivation

Subsidiaries

The following table describes the primary purposes and licenses held by each of the SH Subsidiaries:

Entity Purpose and Licenses

1. Cultivo, LLC (Delaware) Provides services to Ermont, Inc.

2. Herbology Holdings, LLC (Florida) Holding company for Herbology Management Group, LLC.

3. Herbology Management Group, LLC 
(Massachusetts)

Provides services to Herbology Group, Inc., a Massachusetts not-
for-profit and licensee.

4. SH Finance Company, LLC (Delaware) Lender to Ermont, Inc., a Massachusetts not-for-profit and licensee, 
and ACRG, a Massachusetts not-for-profit and licensee. Lender to 
AFS Cultivation, LLC.

5. SH Realty Holdings, LLC (Delaware) Holds real property interests used by Sea Hunter and its 
Subsidiaries and entities it manages.

6. Verdant Holdings, LLC (Florida) Holding company for Verdant Management Group, LLC.

7. Verdant Management Group, LLC 
(Massachusetts)

Provides services to Verdant Medical, Inc., a Massachusetts not-for-
profit and licensee.

8. Commonwealth Alternative Care, Inc. 
(Massachusetts)

Massachusetts licensee; managed by ACRG. Final Certificate of 
Registration issued May 7, 2018; approved to sell May 8, 2018.  
Dispensary in Taunton, MA. Wholly-owned subsidiary of Sea 
Hunter Therapeutics, LLC.

9. Alternative Care Resource Group, LLC 
(Massachusetts)

Manages Commonwealth Alternative Care, Inc., a Massachusetts 
licensee.

10. SH New Jersey Holdings, LLC (New Jersey) Formed to own equity interests in New Jersey licensee applicants.

11. SH Realty Holdings – Ohio, LLC (Ohio) Formed in connection with the AFS Cultivation Transaction (as 
defined under “Material Contracts”). Currently owns property at 
603 Cleveland St., Elyria, OH, which it leases to AFS Cultivation, 
LLC for its proposed dispensary location.

12. SH Ohio, LLC (Ohio) Formed in connection with the AFS Cultivation Transaction 
pursuant to which it acquired an option to purchase 100% of AFS 
Cultivation, LLC.

13. SH Therapeutics, LLC (Florida) Holds and disburses funds on behalf of Sea Hunter.

14. Evergreen Curative LLC (New Jersey) Applicant for an Alternative Treatment Center Permit (“ATC”) in 
New Jersey.

15. TrentonMetro LLC (New Jersey) Applicant for an ATC in New Jersey.

Non-Subsidiaries / State Licensees

Entity State(s) of Formation Purpose and Licenses

1. Verdant Medical, Inc. MA Not-for-profit Massachusetts Registered Marijuana 
Dispensary. Provisional Certificate of Registration issued 
March 31, 2017. Provisional Certificate of Registration for a 
dispensary in Randolph, MA.

2. Herbology Group, Inc. MA Not-for-profit Massachusetts Registered Marijuana 
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Dispensary. Provisional Certificate of Registration issued 
March 10, 2017. Provisional Certificate of Registration for a 
dispensary in Chester, MA.

3. Ermont, Inc. MA Not-for-profit Massachusetts Registered Marijuana 
Dispensary. Final Certificate of Registration issued May 5, 
2016; approved to sell September 28, 2016. Dispensary in 
Quincy, MA.

4. AFS Cultivation, LLC OH SH Ohio, LLC, a wholly owned subsidiary of Sea Hunter, has 
an option to acquire 100% of AFS Cultivation, LLC which was 
granted a provisional dispensary license for 603 Cleveland St., 
Elyria, OH 44035 on June 4, 2018.

Sea Hunter believes that the cannabis industry is at a very early stage and highly fragmented. It is committed to 
maintaining high standards for safety, transparency, compliance, product availability, diversity of product and 
efficacy.

Available Funds

As of June 30, 2018, the date of Sea Hunter’s most recent interim financial statements, Sea Hunter has cash of 
US$2,501,294. To the extent needed, prior to the Business Combination, Sea Hunter Holdings has funded Sea 
Hunter's operations. The cash was used to fund acquisitions, make capital improvements and to cover working 
capital shortfalls. Sea Hunter intends to continue looking for attractive opportunities to acquire cultivation, 
processing and dispensary operations and/or licenses in various states. Sea Hunter is party to several letters of intent 
to make such acquisitions.

Employees

As of the date hereof, Sea Hunter (including its subsidiaries) has 130 employees with 122 located in Massachusetts, 
4 located in Florida, 2 located in Tennessee, 1 located in Pennsylvania, and 1 located in Maryland. Key management 
personnel at Sea Hunter are those persons having the authority and responsibility for planning, directing and 
controlling activities of the entity, directly or indirectly. The key management personnel of Sea Hunter are the 
members of Sea Hunter’s executive management team and Board of Managers. Compensation provided to key 
management was US$1,278,160 as of June 30, 2018 and is included in payroll and related benefits in the 
consolidated statement of operations for the three and six months ended June 30, 2018.

Environmental

Sea Hunter does not anticipate that environmental protection requirements will have a material financial or 
operational effect on Sea Hunter’s capital expenditures, earnings, and competitive position in the current financial 
year or in future years.

Overview of the Cannabis Industry in the United States

In the U.S., thirty-one states, the District of Columbia, Puerto Rico, and Guam have legalized medical cannabis in 
some form, although not all of those states have fully implemented their legalization programs. Ten of those states 
and the District of Columbia have legalized cannabis for adult use. Fifteen additional states have legalized high-
cannabidiol, low THC oils for a limited class of patients. Only four states continue to prohibit cannabis entirely. 
Notwithstanding the state legalization, cannabis continues to be categorized as a Schedule I controlled substance 
under the Federal Controlled Substances Act (the “CSA”) and, accordingly, the cultivation, processing, distribution, 
sale and possession of cannabis violate federal law in the United States.

In 2009, the U.S. Department of Justice (“DOJ”) issued what came to be known as the ‘Ogden Memo,’ which 
documented a new federal policy of refraining from prosecuting medical cannabis operations in states that have 
legalized medical cannabis programs. In 2013, the DOJ issued what came to be called the “Cole Memorandum”,
which gave U.S. Attorneys the discretion not to prosecute federal cannabis cases that were not in violation of the 
eight federal priorities in states that have legalized medical or adult-use cannabis and that have implemented strong 
regulatory systems to control the cultivation, production and distribution of cannabis, provided that the business 
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operations are in strict compliance with those state laws and regulations. The eight federal priorities include 
preventing the distribution of cannabis to minors, revenue from the sale of cannabis from going to criminal 
enterprises, gangs, and cartels, and the diversion of cannabis from states where it is legal under state law in some 
form to other states, among other concerns.

The Cole Memorandum provided the state-legal cannabis industry and state-licensed entities with a tacit federal go-
ahead in states with legal cannabis programs, provided that the state adopted strict regulations and oversight of the 
medical or adult-use cannabis program in accordance with the specific directives of the Cole Memorandum.

In March 2017, the newly appointed Attorney General Jeff Sessions acknowledged limited federal resources and 
that much of the Cole Memorandum had merit, but he asserted that the previous administration had not implemented 
enforcement of the Cole Memorandum effectively. On January 4, 2018, however, Attorney General Jeff Sessions 
issued a memorandum (the ‘‘Sessions Memorandum’’) that rescinded previous DOJ guidance on the state-legal 
cannabis industry, including the Cole Memorandum. Sessions wrote that the previous guidance on cannabis law 
enforcement was unnecessary, given the well-established principles governing federal prosecution that are already in 
place. As a result of the Sessions Memorandum, federal prosecutors may now be free to utilize their prosecutorial 
discretion to decide whether to prosecute even state-legal adult-use cannabis activities, although so far none has 
done so. Most recently, President Trump promised to support federal legislation that would defer to states that have 
legalized cannabis (in other words, if a state legalized cannabis, cannabis in that state would not be federally illegal).
Although a bill that would accomplish that is pending, there is no way to determine if it would pass in Congress or 
ultimately get the President’s support.

The Amendment (as defined below) protects prevents federal prosecutors from using federal funds to interfere with 
state medical cannabis laws. Courts have interpreted the provision to protect companies that are strictly complying 
with state medical cannabis law from federal prosecution under the CSA. If the Amendment or an equivalent thereof 
is not successfully included in the next or any subsequent federal omnibus spending bill, the protection which has 
been afforded thereby to U.S. medical cannabis businesses in the past would lapse, and such businesses would be 
subject to a higher risk of prosecution under federal law. Although unlikely, there is a possibility that all 
amendments may be banned from federal omnibus spending bills, and if this occurs and the substantive provisions 
of the are not included in the base federal omnibus spending bill or other law, these protections would lapse. See 
“Risk Factors” for additional information.

On November 7, 2018, at President Donald Trump’s request, Jeff Sessions resigned from his position as Attorney 
General, and his Chief of Staff, Matthew Whitaker, a former U.S. Attorney for the Southern District of Iowa, was 
appointed Acting Attorney General.  It is unclear how this change may impact the state-legal cannabis industry in 
the U.S.  Previously, Acting Attorney General Whitaker criticized the Obama Administration for choosing not to 
prosecute violations of federal law in states with legal marijuana programs.39  However, we cannot predict the 
impact that this appointment will have on federal enforcement priorities due to a number of uncertainties including, 
without limitation, the likelihood that Mr. Whitaker will remain in this role beyond serving as Acting Attorney 
General.

Products and Services

Sea Hunter maintains a broad range of cannabis based products in various forms for medical and recreational 
purposes.

Material Changes to Business

Sea Hunter is currently continuing to increase its presence in Massachusetts and will look to expand its product 
range and geographic presence.

                                                          

39 https://www.forbes.com/sites/kriskrane/2018/11/09/trumps-pick-for-next-ag-could-signal-his-intentions-on-cannabis-
reform/#73567cb7276d
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General Business of SVT

SVT is aiming to be a vertically integrated cannabis producer operating a cultivation, extraction, and distribution 
business.

Overview of SVT’s Cannabis Business

SVT carries on its business through its wholly owned subsidiary, SVT Opco. SVT Opco’s business activities are 
focused on developing the emerging cannabis market with a specific focus on the wholesale sector of the cannabis 
market in Canada. At present, SVT Opco is a late-stage applicant for a licence to cultivate and sell cannabis and 
become a Licensed Producer.

On May 30, 2017, Health Canada issued a “confirmation of readiness” to SVT Opco for the Cultivation Licence it 
had previously applied for under the ACMPR. SVT plans to become fully operational in the cultivation and sale of 
cannabis, subject to the following anticipated occurrences: (i) receipt by SVT of a Cultivation Licence from Health 
Canada permitting SVT to begin cultivation at the Powell River Facility (as hereinafter defined), anticipated in late 
2018 upon successful attestation to Health Canada of the Powell River Facility; and (ii) receipt by SVT of a Sales 
Licence, anticipated in Q2 2019 upon successful pre-sale inspection by Health Canada.

The Cannabis Act received Royal Assent on June 21, 2018. If SVT is issued a Cultivation Licence and a Sales 
Licence under the ACMPR to become a Licensed Producer before the Cannabis Act came into force on October 17, 
2018, SVT will cultivate and sell medical cannabis to other licensed producers until such time as the Cannabis Act 
comes into force following which SVT will be permitted to cultivate and sell adult-use cannabis.

SVT is currently constructing the Powell River Facility. SVT will begin cultivation of cannabis at the Powell River 
Facility upon receipt of its Cultivation Licence, expected by late 2018 (“Phase I”). Upon the successful completion 
and start-up of Phase I, SVT will begin construction of the second (“Phase II”) and third (“Phase III”) phases of the 
Powell River Facility which are expected to add approximately 100,000 square feet of additional productive 
capacity in addition to Phase I. Phase II and Phase III construction are currently contemplated to be ground up, 
purpose-built modular facilities. Modular facilities deliver market-leading return on investment, are the most cost-
efficient indoor growth model in the cannabis industry, offer turnkey functionality, deliver the largest pesticide-free 
yields in the industry, and represent minimal construction or retrofit time and cost. As a result, SVT believes it is 
uniquely positioned to produce large quantities of high quality, low cost cannabis.

As a licensed producer, SVT Opco would be one of a few cannabis companies focused primarily on the “business-
to-business” market, supplying bulk cannabis to other legal producers of cannabis thereby promoting stable revenue 
growth via termed sales contracts and reducing the risk of competition at the point of retail sales.

Products

SVT Opco does not currently have any fully developed products or intellectual property. SVT Opco’s research and 
development programs are in their early stages.

SVT Opco plans to enhance the value of its the Resulting Issuers by spending approximately 1% to 2% of revenues 
on in-house research and development initiatives focused on extracting oils from its crops for sale to other Licensed 
Producers of cannabis in 2019. SVT Opco anticipates that extracting oils from its crops will further increase their 
value by differentiating its products by strains and features.

Steps to Reach Commercial Production

In order to reach commercial production, SVT Opco needs to receive the Cultivation Licence, which management 
anticipates will occur in late 2018, complete the remaining portion of Phase I of the Powell River Facility at an 
estimated cost of $1.3M, and incur approximately $4M of start-up costs in order to fund operations through to mid-
2019.

Competitive Conditions

On October 19, 2015, the Liberal Party of Canada (the “Liberal Party”) obtained a majority government in Canada. 
The Liberal Party committed to the legalization of recreational cannabis in Canada and on April 13, 2017, it 
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introduced the first draft of Bill C-45 which proposed the enactment of the Cannabis Act to regulate the production, 
distribution and sale of cannabis for unqualified adult use. The Cannabis Act received Royal Assent on June 21, 
2018, and came into force on October 17, 2018. The introduction of a recreational model for cannabis production 
and distribution may impact the medical cannabis market. The impact of this potential development may be negative 
for SVT Opco and could result in increased levels of competition in its existing medical market and/or the entry of 
new competitors in the overall cannabis market in which SVT Opco operates.

There is potential that SVT Opco will face intense competition from other companies, some of which can be 
expected to have longer operating histories and more financial resources and manufacturing and marketing 
experience than SVT Opco. Increased competition by larger and better financed competitors could materially and 
adversely affect the business, financial condition and results of operations of SVT Opco.

The government has only issued to date a limited number of licenses under the ACMPR to produce and sell medical 
cannabis. There are, however, several hundred applicants for licenses. The number of licenses granted could have an 
impact on the operations of SVT Opco. Because of the early stage of the industry in which SVT Opco operates, SVT 
Opco expects to face additional competition from new entrants. According to Health Canada, there were 132
Licensed Producers of cannabis as at October 26, 2018 according to the “Authorized Licensed Producers of 
Cannabis for Medical Purposes” page on Health Canada’s website Licensed Producers. If the number of users of 
medical cannabis in Canada increases, the demand for products will increase and SVT Opco expects that 
competition will become more intense, as current and future competitors begin to offer an increasing number of 
differentiated products. To remain competitive, SVT Opco will require a continued level of investment in research 
and development, marketing, and sales. SVT Opco may not have sufficient resources to maintain research and 
development, marketing, sales and client support efforts on a competitive basis which could materially and 
adversely affect the business, financial condition and results of operations of SVT Opco.

The principal aspects of competition between SVT Opco and its competitors will be the price of cannabis, the yield 
obtained on cannabis crops, and the ability to develop and sell differentiated cannabis products. Since the price that 
SVT Opco is able to obtain for its cannabis will be primarily dictated by the market, SVT Opco plans to focus on 
achieving higher crop yields than its competitors by retaining a top cultivation team, incentivizing its cultivation 
team by implementing a bonus structure that is directly tied to yield results, ensuring that the proper strains of 
cannabis are being grown in the correct environments, and highly competitive energy costs. SVT Opco also plans to 
set itself apart from its competitors by increasing the value of its crops by offering unique genetic strains.

Specialized Skill and Knowledge

Knowledge of aquaculture and hydroponic indoor cannabis grows are integral to SVT Opco’s operations since SVT 
Opco intends to leverage aquaculture and hydroponics to produce its products. SVT Opco employs several key 
personnel with knowledge of aquaculture and hydroponic indoor cannabis grows, but in order to scale operations 
SVT Opco will need to retain additional personnel with such knowledge. Additionally, SVT Opco will need to retain 
a director of operations and a director of production who have the requisite knowledge and skills to oversee 
operations and production at the Powell River Facility. As the knowledge required for these roles is highly 
specialized, it may be difficult for SVT Opco to identify and retain the required personnel to successfully scale 
operations. Please see “Risk Factors” in SVT’s CSE listing statement (the “SVT Listing Statement”), available on 
SVT’s SEDAR profile at www.sedar.com.

Components

The main raw materials and components that will be used in the production of SVT Opco’s products are cannabis 
seeds and clones, water, plant nutrients, and electricity.

Water for SVT Opco’s operations is obtained from the municipal water system in the City of Powell River. The 
price of water is determined by the City of Powell River.

Electricity for SVT Opco’s operations will be delivered via an indirect interconnect and a wheeling agreement 
coordinated with Catalyst Paper and BC Hydro that will avail SVT of a competitive cost for power based on BC 
Hydro’s Large Customer Rate pursuant to Schedule 1823 of the British Columbia Hydro and Power Authority 
Electric Tariff.
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SVT Opco intends to begin acquiring cannabis seeds and clones upon receipt of the Cultivation Licence, which 
management anticipates will be in late 2018. Once an order is placed, it takes six weeks for the cannabis seeds or 
clones to be delivered. SVT Opco does not currently have a supply agreement in place with respect to cannabis 
seeds or clones but is considering several supply strategies including ordering directly from other Licensed 
Producers. There is a risk that SVT Opco may not be able to obtain cannabis seeds and clones on schedule, which 
could result in a delay in start-up or operations. Please see “Risk Factors” in the SVT Listing Statement, available on 
SVT’s SEDAR profile at www.sedar.com.

Environmental

SVT Opco does not anticipate that environmental protection requirements will have a material financial or 
operational effect on SVT Opco’s capital expenditures, earnings, and competitive position in the current financial 
year or in future years.

Employees

As of the date of this Listing Statement, SVT has two employees, both located at the Toronto, Ontario headquarters, 
and SVT Opco has six employees, all located at the Powell River Facility.

Contracts

SVT Opco’s business is substantially dependent on the Lease Agreement and the memorandum of understanding 
between SVT Opco and the City of Powell River dated November 21, 2013 which provides the foundation for the 
Lease Agreement.

Business Objectives

The business objectives that the Resulting Issuer expects to accomplish in the 12 month period following the date of 
this Listing Statement are:

 obtain additional licenses to cultivate, process, and/or retail cannabis;

 expand software offerings; and

 expand internationally.

While there is no particular significant event or milestone that must occur for the above business objectives to be 
achieved, the Resulting Issuer intends to accomplish the following significant events and milestones at the costs 
estimated below in connection with the development of its business:

Business Objective Significant Event/Milestone Estimated Cost

Obtain additional licenses Acquisition of cannabis cultivation, 
process, and retail sales licenses

US$40,000,000

Expand software offerings Increase software and services market 
share; develop and/or acquire additional 

software services

US$25,000,000

Expand internationally Expand cannabis cultivation and retail 
sales and software offerings globally

US$20,000,000

Available Funds

The estimated total funds available to the Resulting Issuer upon the completion of the Business Combination and 
Financing, currently intended to be used for general corporate purposes (including funding ongoing operations 
and/or working capital requirements) and potential future acquisitions during the 12 month period following the 
Effective Date, as outlined below:
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Use Allocation

Acquisitions US$80,000,000

General Corporate and Working Capital Purposes US$30,100,000

Total US$110,100,000(1)

Notes:
(1) The Resulting Issuer will have approximately US$109.6 million in consolidated working capital as of November 21, 2018. The source of 
such funds is: (i) the Financing; and (ii) the cash on hand of SVT and the Constituents.

The Resulting Issuer’s intentions to spend the available funds as set forth above are based on the current 
expectations of management; however, there may be circumstances where, for sound business reasons, a reallocation 
of funds may be necessary. Any such reallocation will be determined at the discretion of the Resulting Issuer’s 
management, and there can be no assurance as of the date of this Listing Statement as to how those funds may be 
reallocated. The Resulting Issuer may require additional funds in order to fulfill all of the Resulting Issuer’s 
expenditure requirements to meet its objectives, in which case the Resulting Issuer expects to either issue additional 
Resulting Issuer Common Shares, Resulting Issuer Compressed Shares, or incur indebtedness. There is no assurance 
that additional funding required by the Resulting Issuer would be available on commercially reasonable terms, or at 
all, if required; however, it is anticipated that the available funds will be sufficient to satisfy the Resulting Issuer’s 
objectives over at least the next 12 months.

Outstanding Asset-backed Securities

This information is not applicable to the Resulting Issuer.

Mineral Projects

This information is not applicable to the Resulting Issuer.

Oil and Gas Operations

This information is not applicable to the Resulting Issuer.

5. SELECTED CONSOLIDATED FINANCIAL INFORMATION

As the Resulting Issuer was formed as a result of the Business Combination, it does not have historical financial 
statements presented on a consolidated basis. See Schedule “B” – Financial Statements for the pro-forma financial 
statements of the Resulting Issuer and the historical financial statements of SVT and the Constituents.

U.S. Activities

The following table, dated as of June 30, 2018, presents a quantification of the Resulting Issuer’s pro forma balance 
sheet and operating statement exposure to U.S. marijuana-related activities, compared with Canadian activities and 
U.S. non-marijuana-related activities.

TILT Holdings, 
Inc.

Canadian 
Activities

US marijuana-
related 
activities

US Non-
marijuana-
related 
activities

As at June 30, 2018 % % %

USD

ASSETS

Current Assets:
Cash & cash equivalents 133,017,821 91% 2% 7%
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Short term investment 1,567,322 100% 0% 0%
Funds in trust 160,554 100% 0% 0%

GST and other receivables 1,502,477 80% 3% 17%

Inventory 2,301,104 0% 100% 0%

Deposits and prepaids 2,127,828 10% 60% 30%

Biological assets 566,108 0% 100% 0%

Total current assets 141,243,214 88% 5% 7%

Fixed Assets:

Property & equipment, net 40,113,585 24% 65% 11%

Goodwill & intangibles, net 721,065,217 26% 0% 74%

Restricted cash held in escrow 1,202,623 0% 100% 0%
Other assets, net   881,231 0% 52% 48%
TOTAL ASSETS 904,505,870 36% 4% 60%

LIABILITIES

Current Liabilities:

Accounts payable and accrued 
liabilities 9,102,143 41% 47% 12%

Due to related parties                       
145,597 100% 0% 0%

Other liabilities 245,658 0% 0% 100%
Current portion of long term 

debt 1,791 0% 100% 0%
Current portion of capital lease 

payable
                          
7,065 0% 100% 0%

Deferred revenue 214,929 0% 0% 100%
Total current liabilities 9,717,183 40% 44% 16%

Long-term Liabilities:

Loans payable - related parties                                  
-   

Deferred rent 238,692 0% 100% 0%
Long term debt 12,567 0% 100% 0%
Capital lease obligation 35,517 0% 100% 0%
Common stock repurchase 

liability 
                      
108,471 0% 0% 100%

Total long-term liabilities 395,247 0% 73% 27%

TOTAL LIABILITIES 10,112,430 39% 45% 16%

SHAREHOLDERS' EQUITY

Share capital   923,559,548 35% 6% 59%
Accumulated deficit                

(15,396,722) 18% 83% -1%
Non-controlling interests                

(13,769,386) 0% 100% 0%
TOTAL SHAREHOLDERS'               36% 4% 60%
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EQUITY 894,393,440 

TOTAL LIABILITIES AND 
SHAREHOLDERS' EQUITY

              
904,505,870 36% 4% 60%

Dividends

The payment of dividends on the Resulting Issuer Common Shares and the Resulting Issuer Compressed Shares will 
be at the discretion of the Resulting Issuer Board and will depend on the Resulting Issuer’s financial condition and 
the need to finance the Resulting Issuer’s business activities. None of the Resulting Issuer, SVT, or the Constituents 
have paid any dividends on any class of their securities since incorporation; however, there are no restrictions in the 
Articles of the Resulting Issuer that could prevent the Resulting Issuer from paying dividends if the financial 
condition of the Resulting Issuer warranted such payment.

Foreign GAAP

The financial statements included in this Listing Statement have been, and the future financial statements of the 
Resulting Issuer shall be, prepared in accordance with IFRS.

6. MANAGEMENT’S DISCUSSION AND ANALYSIS

The following management’s discussion and analysis are included in Schedule “C” to this Listing Statement:

Company Financial Period

TILT Three and six month period ended June 30, 2018

Baker Three and six month period ended June 30, 2018

Twelve month period ended December 31, 2017

Twelve month period ended December 31, 2016

Briteside Three and six month period ended June 30, 2018

Twelve month period ended December 31, 2017

Twelve month period ended December 31, 2016

Sea Hunter Three and six month period ended June 30, 2018

For the period September 20, 2017 (inception) to December 31, 2017

SVT Three and six month period ended July 31, 2018

Twelve month period ended January 31, 2018
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Twelve month period ended January 31, 2017

7. MARKET FOR SECURITIES

The Resulting Issuer Common Shares have never been listed on a Canadian or foreign stock exchange or traded on a 
Canadian or foreign market.

8. CONSOLIDATED CAPITALIZATION

The following table sets forth the capitalization of the Resulting Issuer after giving effect to the Business 
Combination:

Security Authorized
Outstanding as at the date hereof 
(after giving effect to the Business 

Combination)

Resulting Issuer Common Shares(1) Unlimited 58,581,786

Resulting Issuer Compressed Shares(1) Unlimited 2,150,307

Resulting Issuer Options for Common 
Shares(2)

N/A 11,874,687

Resulting Issuer Options for Common 
Shares(8)

N/A 13,010,321

Resulting Issuer Options for Common 
Shares(5)

N/A 699,562

Resulting Issuer Options for Common 
Shares(6)

N/A 1,157,085

Resulting Issuer Options for Compressed 
Shares(3)(7)

N/A 473,247

Resulting Issuer Options for Compressed 
Shares(4)

N/A 43,777

Resulting Issuer warrants(5) N/A 2,494,395

(1) For further details in respect of the Resulting Issuer Common Shares and Resulting Issuer Compressed Shares, see “Description of Capital 
Structure of the Resulting Issuer” above.

(2) Resulting Issuer Options for Resulting Issuer Common Shares, for issuance to employees of TILT through the Equity Incentive Plan.  The 
purchase price per Resulting Issuer Common Share purchasable under an option shall be determined by the Compensation Committee of 
the Board and shall not be less than 100% of the Fair Market Value of a Resulting Issuer Common Share on the date of grant of such 
Option.  Actual distribution of securities may result in the issuance of Resulting Issuer Compressed Shares. For further details on the terms 
of the Equity Incentive Plan, see “Other Particulars of Matters to be Acted On at the TILT Meeting – Approval of the Equity Incentive 
Plan – Summary of Equity Incentive Plan”.

(3) Resulting Issuer Options for Compressed Shares, for issuance to employees of TILT through the Equity Incentive Plan, the purchase price 
per Compressed Share purchasable under an option shall be determined by the Compensation Committee of the Board and shall not be less 
than was it permissible under the Equity Incentive Plan. For further details on the terms of the Equity Incentive Plan, see “Other 
Particulars of Matters to be Acted On at the TILT Meeting – Approval of the Equity Incentive Plan – Summary of Equity Incentive Plan”.

(4) Resulting from Baker and Briteside options, which inherit the vesting schedule and prorated exercise price from the previous entities.
(5) Resulting from SVT options, warrants, and share units, which exchange in accordance with the SVT Exchange Ratio.
(6) Finco Compensation Options, granted to the Agents under the Financing, entitling the Agents to subscribe for that number of Finco 

Common Shares as is equal to 7% of the total number of Finco Subscription Receipts sold pursuant to the Financing. The Compensation 
Options are exercisable to acquire one Resulting Issuer Common Share at the exercise price of $5.25 for a period of two years from the 
Effective Date. See “General Development of the Business – Financing”.

(7) Approximated options. Final number of options will not be available until after trading begins.

(8)    Resulting Issuer Options for Resulting Issuer Common Shares, for issuance to key employees of TILT through the Equity Incentive Plan, 
the purchase price per Resulting Issuer Common Share purchasable under an Option shall be determined by the Compensation Committee 
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of the Board and shall not be less than 100% of the Fair Market Value of a Resulting Issuer Common Share on the date of grant of such 
Option.

9. OPTIONS TO PURCHASE SECURITIES

Other than as set out in the table below, as at the date of this Listing Statement, there are no options to purchase 
securities of the Resulting Issuer, SVT, or any of the Constituents held by:

(a) all executive officers and past executive officers of the Resulting Issuer as a group and all directors and 
past directors of the Resulting Issuer who are not also executive officers as a group;

(b) all executive officers and past executive officers of all subsidiaries of the Resulting Issuer as a group and 
all directors and past directors of those subsidiaries who are not also executive officers of the subsidiary as 
a group, excluding individuals referred to in subsection 9(a) above;

(c) all other employees and past employees of the Resulting Issuer as a group;

(d) all other employees and past employees of subsidiaries of the Resulting Issuer as a group;

(e) all consultants of the Resulting Issuer as a group; and

(f) any other person or company, including the underwriter.

Category
Type of Securities 
Reserved under 

Option

Number of 
Securities Reserved 

under Option

Exercise Price per 
Security

Currency
Expiry 
Date

All present and past 
executive officers and 
directors of the 
Resulting Issuer

Non-Compressed(1) 699,562 1.7868 CAD N/A

Non-Compressed(2) 13,010,321 5.25 CAD 11/21/28

All present and past 
executive officers and 
directors of the 
Resulting Issuer’s 
Subsidiaries

Compressed(2) 473,247 399 USD 11/21/28

All other employees 
and past employees 
of the Resulting 
Issuer’s subsidiaries

Compressed 52 31.25 USD 12/17/18

Compressed 1,900 157.8947 USD 6/27/23

Compressed 1,806 157.8073 USD 6/27/23

Compressed 12,414 157.8863 USD 6/27/23

Compressed 496 6.0484 USD 8/3/26

Compressed 331 6.0423 USD 8/3/26

Compressed 165 6.0606 USD 8/3/26

Compressed 414 6.0386 USD 8/3/26

Compressed 166 20.2711 USD 1/30/27
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Category
Type of Securities 
Reserved under 

Option

Number of 
Securities Reserved 

under Option

Exercise Price per 
Security

Currency
Expiry 
Date

Compressed 40 20.1563 USD 1/30/27

Compressed(3) 2,482 20.3364 USD 7/13/27

Compressed 232 31.3793 USD 10/29/27

Compressed 332 31.3253 USD 10/29/27

Compressed 248 31.4516 USD 10/29/27

Compressed 879 31.413 USD 10/29/27

Compressed 42 31.6086 USD 10/29/27

Compressed 43 31.7442 USD 10/29/27

Compressed 3,105 31.4246 USD 12/26/27

Compressed 149 31.4094 USD 12/27/27

Compressed 879 31.413 USD 12/27/27

Compressed 58 31.3793 USD 1/15/28

Compressed 62 31.6613 USD 1/15/28

Compressed 200 31.2 USD 1/15/28

Compressed 518 31.3937 USD 1/15/28

Compressed 259 31.3947 USD 1/15/28

Compressed 36 31.6044 USD 1/15/28

Compressed 620 31.4516 USD 1/15/28

Compressed 83 31.3253 USD 1/15/28

Compressed 41 31.7073 USD 1/29/28

Compressed 439 31.3895 USD 2/12/28

Compressed(4) 993 31.4199 USD 2/12/28

All consultants of the 
Resulting Issuer

Non-Compressed(5) 613,255 5.25 CAD

All consultants of the 
Resulting Issuer’s 
Subsidiaries

Compressed 6,207 157.8863 USD 6/27/23

Compressed 3,167 157.8781 USD 6/27/23

Compressed 1,203 157.9385 USD 6/27/23

Compressed 602 157.8073 USD 6/27/23

Compressed 2,214 6.0434 USD 9/10/26

Compressed 745 20.3255 USD 8/15/27

Compressed 155 31.4751 USD 10/19/27

Any other person or 
company

Non-Compressed(6) 11,874,687 5.25 CAD
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Category
Type of Securities 
Reserved under 

Option

Number of 
Securities Reserved 

under Option

Exercise Price per 
Security

Currency
Expiry 
Date

(1)     The Options will vest 25% on October 31, 2018, January 31, 2019, April 30, 2019 and July 31, 2019 with no expiration.
(2) Mark Herron’s Options have been calculated based on the Bank of Canada’s daily exchange rate on November 21, 2018, of CAN$1 to 

USD$0.76. See Executive Compensation – Incentive Plan Awards – Option-Based Awards for discussion of Mark Herron’s Option grant.
Options representing fifty percent (50%) of the Resulting Issuer Common Shares underlying the Options will vest on the date that is six 
months after the first day on which the Resulting Issuer Common Shares are publicly traded (the “First Vesting Date’), and an additional 
fifty percent (50%) of the Resulting Issuer Common Shares subject to the Option will vest on date that is six months after the First Vesting 
Date. The vesting of the Options are subject to the Executive’s continued employment by the Company through the respective vesting 
date.  

(3) The Option will vest 50% after a two year cliff (July 14, 2019) with the remaining balance vesting at the third year (July 14, 2020).
(4) The Option will vest 50% after a one year cliff (April 1, 2019) with the remainder of the options vesting monthly on the same day as the 

start date for the remaining 12 months.
(5) Finco Compensation Options, granted to the Agents under the Financing, entitling the Agents to subscribe for that number of Finco 

Common Shares as is equal to 7% of the total number of Finco Subscription Receipts sold pursuant to the Financing. The Compensation 
Options are exercisable to acquire one Resulting Issuer Common Share at the exercise price of $5.25 for a period of two years from the 
Effective Date. See “General Development of the Business – Financing”.

(6) Resulting Issuer Options for Resulting Issuer Common Shares, for issuance to employees of TILT through the Equity Incentive Plan, with 
an approximate exercise price of C$5.25. Actual distribution of securities may result in the issuance of Resulting Issuer Compressed 
Shares.

10. DESCRIPTION OF SECURITIES

The authorized share capital of the Resulting Issuer will consist of an unlimited number of Resulting Issuer 
Common Shares and a fixed number of Resulting Issuer Compressed Shares as set out in the Resulting Issuer’s 
Notice of Articles.

The following is a summary of the capital structure of the Resulting Issuer. This summary is qualified by the actual 
rights contained in the Resulting Issuer’s Articles attached as Schedule “X” to the Information Circular, available on 
SVT’s SEDAR profile at www.sedar.com or from the Resulting Issuer at (647) 777-1744 or
mark.herron@svhcanada.com.

Resulting Issuer Common Shares

The holders of the Resulting Issuer Common Shares shall be entitled to receive notice of and to vote at every 
meeting of the shareholders of the Resulting Issuer and shall have one vote thereat for each Resulting Issuer 
Common Share so held.

The Resulting Issuer Board may from time-to-time declare a dividend, and the Resulting Issuer shall pay thereon out 
of the monies of the Resulting Issuer properly applicable to the payment of the dividends to the holders of Resulting 
Issuer Common Shares. For the purpose hereof, the holders of Resulting Issuer Common Shares receive dividends 
as shall be determined from time-to-time by the board of directors whose determination shall be conclusive and 
binding upon the Resulting Issuer and the holders of Resulting Issuer Common Shares.

Subject to the liquidation rights of the holders of Resulting Issuer Compressed Shares, in the event of liquidation, 
dissolution or winding-up of the Resulting Issuer or upon any distribution of the assets of the Resulting Issuer 
among shareholders being made (other than by way of dividend out of the monies properly applicable to the 
payment of dividends) the holders of Resulting Issuer Common Shares shall be entitled to share equally.

Resulting Issuer Compressed Shares

The Resulting Issuer Compressed Shares rank pari passu with the Resulting Issuer Common Shares as to dividends 
and upon liquidation, as described above for the Resulting Issuer Common Shares. 
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Dividends

The holders of Resulting Issuer Compressed Shares are entitled to receive dividends and distributions payable in 
respect of Resulting Issuer Common Shares, out of any cash or other assets legally available therefor, received by 
shareholders, distributed among the holders of Resulting Issuer Compressed Shares and the holders of Resulting 
Issuer Common Shares based on: (i) the number of Resulting Issuer Common Shares; and (ii) the number of 
Resulting Issuer Compressed Shares (on an as converted basis, assuming conversion of all Resulting Issuer 
Compressed Shares into Resulting Issuer Common Shares at the applicable conversion ratio, disregarding the 
conversion limitations described below), issued and outstanding on the record date.

Liquidation

The holders of Resulting Issuer Compressed Shares are entitled to receive the assets of the Resulting Issuer, or other 
consideration payable or distributable as a result of the liquidation event, available for distribution to shareholders, 
distributed among the holders of Resulting Issuer Compressed Shares and Resulting Issuer Common Shares based 
on: (i) the number of Resulting Issuer Common Shares; and (ii) the number of Resulting Issuer Compressed Shares 
(on an as converted basis, assuming conversion of all Resulting Issuer Compressed Shares into Resulting Issuer 
Common Shares at the applicable conversion ratio, disregarding the conversion limitations described below), issued 
and outstanding on the record date.

Voting

The holders of Resulting Issuer Compressed Shares have the right to one vote for each Resulting Issuer Common 
Share into which such Resulting Issuer Compressed Shares are convertible (disregarding the conversion limitations 
as described below), and with respect to such vote, such holder has voting rights and powers of the holders of  
Resulting Issuer Common Shares. Any fractional voting rights available on an as converted basis (after aggregating 
all Resulting Issuer Common Shares into which Resulting Issuer Compressed Shares are convertible) shall be 
rounded up or down to the nearest whole number (with one-half being rounded upward). Except as provided by law, 
the Resulting Issuer Compressed Shares vote together with the Resulting Issuer Common Shares as a single class.

Conversion Rights

Each Resulting Issuer Compressed Share shall be convertible, at the option of the holder thereof, at any time after 
the date of issuance of such share, into such number of fully paid and non-assessable Resulting Issuer Common 
Shares as is determined by multiplying the number of Resulting Issuer Compressed Shares by the conversion ratio 
applicable to each such share. The initial “conversion ratio” for each Resulting Issuer Compressed Share shall be 
100, meaning that for each Resulting Issuer Compressed Shares converted the holder thereof shall receive 100 
Resulting Issuer Common Shares. The conversion ratio is subject to adjustment for certain corporate events as 
described in the Articles of the Resulting Issuer, including recapitalizations and stock splits.

The Resulting Issuer Compressed Shares will automatically convert upon: (i) a liquidation event; (ii) a vote of 66-
2/3% of the outstanding aggregate number of Resulting Issuer Compressed Shares to convert all Resulting Issuer 
Compressed Shares; or (iii) upon notice of the Resulting Issuer of a mandatory conversion.  The Resulting Issuer 
may trigger a mandatory conversion if: (a) the Resulting Issuer Common Shares issuable upon conversion of the 
Resulting Issuer Compressed Shares are covered by a registration statement under the U.S. Securities Act; (b) the 
Resulting Issuer is a reporting issuer under U.S. Exchange Act; and (c) the Resulting Issuer Common Shares are 
listed or quoted on a national securities exchange in the United States.

Conversion Limitations

Except as authorized by the Resulting Issuer Board (or a committee thereof), the Resulting Issuer shall not affect any 
conversion of Resulting Issuer Compressed Shares, and the holders of such Resulting Issuer Compressed Shares 
may not convert such Resulting Issuer Compressed Shares into Resulting Issuer Common Shares, to the extent that, 
after giving effect to all permitted issuances after such conversions or exercises, as applicable, the aggregate number 
of Resulting Issuer Compressed Shares and Resulting Issuer Common Shares held of record, directly or indirectly, 
by residents of the United States (as determined in accordance with Rules 3b-4 and 12g3-2(a) under the U.S. 
Exchange Act (“U.S. Residents”)) would exceed forty percent (40%) of the aggregate number of Resulting Issuer 
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Compressed Shares and Resulting Issuer Common Shares issued and outstanding after giving effect to such 
conversions (referred to as the “FPI Protective Restriction”).

In order to effect these FPI Protective Restrictions, each holder of Resulting Issuer Compressed Shares will be 
subject to the 40% threshold based on the number of Resulting Issuer Compressed Shares held by such holder as of 
the date of the initial issuance of any Resulting Issuer Compressed Shares and, thereafter, at the end of each of the 
Resulting Issuer’s subsequent fiscal quarters (each, a “Determination Date”) for the current fiscal quarter (the 
“Relevant Fiscal Quarter”), calculated as follows:

X = [(A x 0.4) - B] x (C/D)

Where on the Determination Date:

X = Maximum number of Resulting Issuer Common Shares available for issuance upon 
conversion of Resulting Issuer Compressed Shares during the Relevant Fiscal Quarter.

A = The number of Resulting Issuer Common Shares and Resulting Issuer Compressed Shares 
issued and outstanding on the Determination Date.

B = Aggregate number of Common Shares and Compressed Shares held of record, directly or 
indirectly, by U.S. Residents on the Determination Date.

C = Aggregate number of Common Shares issuable upon conversion of Compressed Shares held 
by the Compressed Shareholder on the Determination Date.

D = Aggregate number of all Common Shares issuable upon conversion of Compressed Shares on 
the Determination Date.

For example, assume that on the Determination Date there are 250,000,000 Resulting Issuer Common Shares and 
15,000,000 Resulting Issuer Compressed Shares issued and outstanding and all Resulting Issuer Common Shares are 
held by non-U.S. Residents and all Resulting Issuer Compressed Shares are held by U.S. Residents.  The FPI 
Protective Restriction would result in a total of 91,000,000 Common Shares being available for issuance on 
conversion of Resulting Issuer Compressed Shares during the Relevant Fiscal Quarter.  This is calculated as follows: 

Y = [(A x 0.4) - B]

Where:

Y = Resulting Issuer Common Shares being available for issuance on conversion of Resulting 
Issuer Compressed Shares during the Relevant Fiscal Quarter 

A = 265,000,000 (calculated as 250,000,000 + 15,000,000)

B = 15,000,000

Calculated as Follows:

[(265,000,000 x 0.4) - 15,000,000] = 91,000,000

The percentage of Resulting Issuer Compressed Shares that may be converted into Resulting Issuer 
Common Shares is 6.066% calculated as follows:

Z = [Y/100]
S

Where:

Z = Percentage of Resulting Issuer Compressed Shares that may be converted into Resulting 
Issuer Common Shares during the Relevant Fiscal Quarter.
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Y = Resulting Issuer Common Shares being available for issuance on conversion of Resulting 
Issuer Compressed Shares during the Relevant Fiscal Quarter. 

S = The number of Resulting Issuer Compressed Shares issued and outstanding on the 
Determination Date.

Calculated as Follows:

[91,000,000/100]  = 0.06066
15,000,000

Assuming you are a holder of 100,000 Resulting Issuer Compressed Shares, then you would be permitted to convert 
up to 6,066 of such Resulting Issuer Compressed Shares into 606,600 Resulting Issuer Common Shares 
(approximately 6% of such holder’s aggregate Resulting Issuer Compressed Shares) in the Relevant Fiscal Quarter.

Subsequently, on the next Determination Date (the next fiscal quarter), if there are then 341,000,000 Resulting 
Issuer Common Shares and 14,090,000 Resulting Issuer Compressed Shares issued and outstanding and all 
Resulting Issuer Common Shares are held by non-U.S. Residents and all Resulting Issuer Common Shares are held 
by U.S. Residents (assumes the conversion of all of the Resulting Issuer Compressed Shares from the prior 
Determination Date and the sale of all such Resulting Issuer Common Shares issued on conversions to non-U.S. 
Residents), then the same holder who now holds 93,934 Resulting Issuer Compressed Shares would be permitted to 
convert 8,529 Resulting Issuer Compressed Shares into 852,900 Resulting Issuer Common Shares (approximately 
9% of such holder’s aggregate Resulting Issuer Compressed Shares) in the coming fiscal quarter. This represents 
such holder’s pro rata portion of the aggregate total of 127,949 Resulting Issuer Compressed Shares that could be 
converted into 127,949,000 Resulting Issuer Common Shares on the Determination Date (approximately 9% of the 
total outstanding Resulting Issuer Compressed Shares).

The Resulting Issuer Board (or a committee thereof) shall designate the Resulting Issuer’s independent accounting 
firm to determine as of each Determination Date: (A) the 40% threshold; and (B) the conversion restriction 
applicable to holders of the Resulting Issuer Compressed Shares. Upon a determination of the 40% threshold and the 
conversion restriction, the Resulting Issuer will provide each holder of Resulting Issuer Compressed Shares of 
record notice of the restriction applicable to such holder’s Resulting Issuer Compressed Shares for the Relevant 
Fiscal Quarter within ten (10) business days of the end of each Determination Date. In the event of a dispute as to 
the number of Resulting Issuer Common Shares issuable to a holder in connection with a conversion of Resulting 
Issuer Compressed Shares, the Resulting Issuer shall issue to the holder the number of Resulting Issuer Common 
Shares not in dispute and resolve such dispute in accordance with the provisions set forth in the Articles of the 
Resulting Issuer.

Miscellaneous Securities Provisions

None of the matters set out in Sections 10.2 to 10.6 and in Section 10.8 of CSE Form 2A are applicable to the 
Resulting Issuer’s share capital.

Application of Multilateral Instrument 61-101

The Alberta Securities Commission and Ontario Securities Commission have adopted MI 61-101 which governs 
transactions which raise the potential for conflicts of interest, including issuer bids, insider bids, related party 
transactions and business combinations. SVT is a reporting issuer in Alberta and Ontario and is subject to securities 
laws in Alberta and Ontario, including MI 61-101. MI 61-101 regulates certain transactions to ensure equality of 
treatment among security holders, generally requiring enhanced disclosure, approval by a majority of security 
holders excluding “interested parties” or “related parties”, independent valuations and, in certain instances, approval 
and oversight of the transaction by a special committee of independent directors. The protections of MI 61-101 
generally apply to “business combinations” (as defined in MI 61-101) that terminate the interests of security holders 
without their consent. MI 61-101 provides that, in certain circumstances, where a “related party” of an issuer (as 
defined in MI 61-101) is entitled to receive a “collateral benefit” (as defined in MI 61-101) in connection with an 
arrangement (such as the Business Combination), such transaction may be considered a “business combination” for 
the purposes of MI 61-101 and as a result such related party will be an “interested party” (as defined in MI-61-101) 
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and the issuer may be subject to valuation and minority approval requirements. A “related party” includes directors, 
executive officers and shareholders holding over 10% of the issued and outstanding shares of the issuer. 

A “collateral benefit” (as defined in MI 61-101) includes any benefit that a related party of SVT is entitled to receive 
as a consequence of the Business Combination, including, without limitation, an increase in salary, a lump sum 
payment, a payment for surrendering securities or other enhancement in benefits related to services as an employee, 
director or consultant of SVT. MI 61-101 excludes from the meaning of collateral benefit a payment per security 
that is identical in amount and form to the entitlement of the general body of holders in Canada of securities of the 
same class, as well as certain benefits to a related party received solely in connection with the related party’s 
services as an employee or director of an issuer, of an affiliated entity of such issuer or of a successor to the business 
of such issuer where (a) the benefit is not conferred for the purpose, in whole or in part, of increasing the value of 
the consideration paid to the related party for securities relinquished under the transaction; (b) the conferring of the 
benefit is not, by its terms, conditional on the related party supporting the transaction in any manner; (c) full 
particulars of the benefit are disclosed in the disclosure document for the transaction; and (d) either (i) at the time of 
the transaction the related party and his or her associated entities beneficially own, or exercise control or direction 
over, less than 1% of the outstanding securities of each class of equity securities of the issuer, or (ii) the related party 
discloses to an independent committee of the issuer the amount of consideration that he or she expects to be 
beneficially entitled to receive, under the terms of the transaction, in exchange for the equity securities he or she 
beneficially owns and the independent committee acting in good faith determines that the value of the benefit, net of 
any offsetting costs to the related party, is less than 5% of the value of the consideration the related party will 
receive pursuant to the terms of the transaction for the equity securities it beneficially owns, and the independent 
committee’s determination is disclosed in the disclosure document for the transaction.

The Business Combination constitutes a “business combination” for SVT for the purposes of MI 61-101 as the 
Business Combination is an arrangement which will result in the SVT Common Shares being terminated without the 
consent of SVT Shareholders, irrespective of the issuance of the Resulting Issuer Common Shares in exchange for 
the SVT Common Shares in accordance with the SVT Share Exchange Ratio. Michael Orr, the Chairman of SVT, 
holding or exercising control or direction over, directly or indirectly, 39,610,981 SVT Common Shares (himself or 
through his related parties and joint actors), which constitutes approximately 15.55% of the issued and outstanding 
SVT Common Shares, is considered a “related party” under MI 61-101. Mr. Orr is expected to receive a “collateral 
benefit” pursuant to MI 61-101 as a result of the grant of options by the Resulting Issuer to certain key employees. 
See “Executive Compensation – Incentive Plan Awards – Option-Based Awards” at Section 15 of this Listing 
Statement. The total number of options granted to Mr. Orr is set out in the chart on page 79 of this Listing 
Statement, and all such options form part of the “collateral benefit” Mr. Orr is expected to receive. No other 
individuals at SVT will be receiving a “collateral benefit” in connection with the transaction. All of the SVT 
Common Shares held by Mr. Orr will be treated in the same fashion under the Business Combination as SVT 
Common Shares held by every other SVT Shareholder. As a result, Mr. Orr will be an “interested party” under MI 
61-101, and SVT will be subject to valuation and minority approval requirements.

The SVT Board is aware of these interests and considered them, among other matters, when recommending 
approval of the Business Combination by SVT Shareholders.

Valuation

SVT is exempt from the independent formal valuation requirements of MI 61-101 on the basis of the exemption 
provided by Section 4.4(a) of MI 61-101, which provides that SVT is exempt from providing a formal valuation as 
the SVT Common Shares are not listed on a specified market. To the knowledge of the SVT Board and executive 
officers of SVT, after reasonable inquiry, there have been no prior valuations in respect of SVT (as contemplated in 
MI 61-101) within the 24-month period preceding the date of this Information Circular, and no bona fide prior offer 
(as contemplated by MI 61-101) that relates to the transactions contemplated by the Business Combination has been 
received by SVT during the 24-month period preceding the execution of the Business Combination Agreement.

Minority Approval

In the case of a business combination, MI 61-101 requires that the SVT Business Combination Resolution be 
approved by a simple majority of the votes cast by “minority” security holders of each class of affected securities of 
SVT, voting separately as a class present in person or represented by proxy and entitled to vote at the SVT Meeting, 
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excluding votes cast by the Persons considered to be “interested parties”, including parties receiving a “collateral 
benefit” (as such terms are defined in MI 61-101). Accordingly, in addition to the SVT Business Combination 
Resolution being approved by not less than 662/3% of the votes cast by SVT Shareholders present or represented by 
proxy and entitled to vote at the SVT Meeting, the SVT Business Combination Resolution must also be approved by 
a simple majority of the votes cast by SVT Shareholders present in person or represented by proxy and entitled to 
vote at the SVT Meeting, excluding votes cast by the Persons considered to be “interested parties”, including parties 
receiving a “collateral benefit” (as such terms are defined in MI 61-101) which includes the votes cast in respect of 
SVT Common Shares that are registered in the name of or beneficially owned or controlled by Mr. Orr 
(representing, in the aggregate, approximately 15.55% of the issued and outstanding SVT Common Shares).  
Accordingly, SVT will exclude the votes attaching to the SVT Common Shares registered in the name of or 
beneficially owned or controlled by Mr. Orr for the purposes of determining whether minority approval of the 
Business Combination  has been obtained. To the knowledge of SVT, as at the date hereof, Mr. Orr holds, directly or 
indirectly, or exercises control over an aggregate of 39,610,981 SVT Common Shares (representing approximately 
15.55% of the issued and outstanding SVT Common Shares) which will be excluded from the “minority approval” 
vote conducted pursuant to MI 61-101.

Prior Sales

The following table summarizes the issuances of Resulting Issuer Common Shares in the 12 months preceding the 
date of this Listing Statement:

Date of Issuance
Number of Resulting 

Issuer Common 
Shares Sold

Number of Resulting 
Issuer Compressed 

Shares Sold
Price per Security Details of Consideration

11/16/2018(1) 22,886,858 5.25 Private placement of 
subscription receipts 
convertible to Resulting 
Issuer Common Shares

11/20/2018(2) 69,617 5.25 Private placement of 
special shares 
convertible to Resulting 
Issuer Compressed 
Shares

(1) Subscription Receipt financing of Finco at a price of C$5.25 per Finco Subscription Receipt for aggregate gross proceeds of 
C$120,156,004.

(2)   Finco Special Shares granted to Sea Hunter Holdings at a price of C$5.25 per Finco Special Share for aggregate gross proceeds of 
C$37,585,260. Each Finco Special Share was exchanged for 0.01 of a Resulting Issuer Compressed Share.

11. ESCROWED SECURITIES

The Resulting Issuer is an ‘exempt issuer’ within the meaning of Part 3.2(b) of National Policy 46-201 – Escrow for 
Initial Public Offerings and the CSE has confirmed that the Resulting Issuer will not be subject to the CSE’s escrow 
requirements.

However, the Principal shareholders have entered into a voluntary escrow agreement with the Resulting Issuer and 
Odyssey as escrow agent, dated November 21, 2018. The following table outlines the number of securities of each 
class of securities of the Resulting Issuer held in escrow and the percentage that number represents of the 
outstanding securities of that class.
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Designation of class held in 
escrow(1)

Number of securities held in 
escrow(2)

Percentage of class

Compressed Share 515,620(3) 23.9%

Common Share 5,915,167 10.0%

Option (each exercisable into 1 
Compressed Share)

473,247(4) 91.5%

Option (each exercisable into 1 
Common Share)

13,010,321 50.8%

Warrant (each exercisable into 1 
Common Share)

1,399,124 56.0%

(1) 50% of the securities are to be released on the date that is 6 months following the date the Resulting Issuer will list its securities on the CSE. 
The remaining 50% of the securities will be released 12 months after the listing date. 
(2)Odyssey is the depositary 
(3)266,053 of which are subject to adjustment and reduction based on the final 10-day VWAP calculation that will determine the exact number of 
Company shares that will be transferred to Sea Hunter Holdings shareholders.
(4) 265,773 of the Resulting Issuer Compressed Shares underlying the options are subject to adjustment and reduction based on the final 10-day 
VWAP calculation that will determine the exact number of Company shares that will be transferred to Sea Hunter Holdings shareholders.

12. PRINCIPAL SHAREHOLDERS

To the knowledge of management of the Resulting Issuer, no person or company is anticipated to own, directly or 
indirectly, or exercise control or direction over, more than 10% of any class of voting securities of the Resulting 
Issuer upon completion of the Business Combination.

13. DIRECTORS AND OFFICERS

Proposed Directors and Officers

The following table shows certain information concerning the individuals who are proposed to become or remain, as 
applicable, directors and/or officers of the Resulting Issuer upon the completion of the Business Combination:

Name, Province or 
State, and Country of 
Residence

Age Proposed 
Position(s) with the 
Resulting Issuer

TILT Director and/or 
Officer Since

Principal Occupation(s)

Alexander Coleman(1)(3)

Florida, United States
51 Chief Executive 

Officer and Co-
Chairman

November 21, 2018 Manager, Sea Hunter 
Therapeutics, LLC; 
Managing Partner, Annex 
Capital Management LLC 
from 2004 to 2017; 
Chairman, Big Red Group 
Holdings, LLC from 2007 
to 2017.

Michael Orr(2)

Ontario, Canada
58 Co-Chairman November 21, 2018 Executive Chairman, 

Santé Veritas Holdings 
Inc.; Chief Investment 
Officer, Private Family 
Office

Mark Herron
Ontario, Canada

63 Chief Financial 
Officer

November 21, 2018 Acting Chief Financial 
Officer, Santé Veritas 
Holdings Inc.; Chief 
Financial Officer, 
Meeting Escrow Inc.; 
Chief Financial Officer 
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Name, Province or 
State, and Country of 
Residence

Age Proposed 
Position(s) with the 
Resulting Issuer

TILT Director and/or 
Officer Since

Principal Occupation(s)

and Vice-President, 
Corporate Services, 
Tourism Toronto

Geoff Hamm(3)

California, United States
44 Senior Vice-

President, 
Operations and 
Director

November 21, 2018 Chief Operating Officer, 
Baker Technologies, Inc.; 
Vice President of 
Business Development, 
AppLovin

Robert Leidy
Florida, United States

37 Senior Vice-
President, Retail and 
Cultivation

November 21, 2018 Co-Founder & Managing 
Director, Sea Hunter 
Capital Partners, LLC

Joel Milton
Colorado, United States

31 Senior Vice-
President, Software 
and Services

November 21, 2018 Chief Executive Officer, 
Baker Technologies, Inc.; 
Co-Founder, infoHubs

Todd Halpern(1)(2)(3)

Ontario, Canada
59 Director November 21, 2018 President, Halpern 

Enterprises; Chair, 
Epcylon Technologies 
from 2012 to 2014

Robert Calhoun(1)(2)

Pennsylvania, United 
States

75 Director November 21, 2018 Senior Advisor, Monitor 
Clipper Partners, LLC

Notes:
(1) Expected member of the Audit Committee.
(2) Expected member of the Compensation Committee.
(3) Expected member of the Acquisition Committee.

The term of each proposed director of the Resulting Issuer will expire on the date of the next annual meeting of 
shareholders of the Resulting Issuer.

After the completion of the Business Combination, the directors and senior officers of the Resulting Issuer as a 
group are expected to beneficially own, or control or direct, directly or indirectly, 19,115,111 of the then issued and 
outstanding Resulting Issuer Common Shares, representing approximately 22.74% of the total votes attaching to all 
of the then outstanding Resulting Issuer Common Shares, and 611,899 of the then issued and outstanding Resulting 
Issuer Compressed Shares, representing approximately 23.04% of the total votes attaching to all of the then 
outstanding Resulting Issuer Compressed Shares.

Detailed Biography of Directors and Officers of the Resulting Issuer

The following biographies provide certain selected information about the proposed directors and officers of the 
Resulting Issuer.

Alexander Coleman

Prior to co-founding Sea Hunter in 2017, Mr. Coleman founded Annex Capital Management LLC, a U.S. based 
middle market private equity group, where he served as Managing Partner from 2004 to 2017. Annex focused on 
control equity positions in a broad array of industries and also acquired distressed debt and direct equity in the 
secondary market. Mr. Coleman also served as Managing Director of Citicorp Venture Capital from 2007 to 2009. 
Mr. Coleman served as Chairman of Big Red Group Holdings, LLC from 2007 to 2017. Mr. Coleman received a 
M.B.A. from the University of Cambridge and a B.A. degree in Economics from the University of Vermont.
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Michael Orr

Mr. Orr has more than 25 years of capital markets experience. He has served as a senior executive and chief 
executive officer of registered investment dealers. Over the past fifteen years he has actively managed a significant 
family office with extensive holdings in the financial services, media, technology and wine sectors. Mr. Orr has 
considerable experience building and investing in opportunities in the cannabis sector throughout North America. 
He is also active in charitable endeavours and in recent years has focused his efforts on the University Health 
Network in Toronto.

Mark Herron

Mr. Herron is a seasoned executive in finance, corporate services, strategy and governance having spent 35 years in 
the financial services, banking, marketing, and healthcare industries. Mr. Herron previously served as the Acting 
Chief Financial Officer of SVT and as the Chief Financial Officer of Escrow Meetings Inc., an escrow trust 
company in the $6B global meetings industry. Prior to that, Mr. Herron served as the Chief Financial Officer and 
Vice-President, Corporate Services at Tourism Toronto, Canada’s largest non-profit public-private destination 
marketing and sales organization. Mr. Herron has also served as the Chief Operating Officer at Sunnybrook 
Hospital, University of Toronto Clinic and was an Audit & Tax Partner at Grant Thornton LLP.

Geoff Hamm

Mr. Hamm is Baker’s Chief Operating Officer and is responsible for overseeing all operations of Baker. Mr. Hamm 
joined Baker in 2016 as its Vice President of Business Development, and was promoted to Chief Operating Officer 
in July 2017. Prior to joining Baker, Mr. Hamm served as the Vice President of Business Development for 
AppLovin, a company which provides the one place app developers can go to find all the tools they need to create 
great apps, get those apps discovered, and build a sustainable business, from 2013 until 2016. Mr. Hamm has 
leadership experience at all business stages, including start-ups, mid-stage, and Fortune 500 companies, as well as 
expertise in SaaS, mobile analytics, mobile consumer acquisition and retention marketing, mobile product 
management and marketing, and international business development.

Robert Leidy

Prior to co-founding Sea Hunter in 2017, Mr. Leidy co-managed portfolios of private client assets for Alex Brown 
from 2016 to 2017 serving as a Financial Advisor and at Deutsche Bank from 2010 to 2016 serving as a Financial 
Advisor. At these institutions, Mr. Leidy specialized in long-term wealth management strategies for affluent 
individuals, trusts, endowments and pensions. Mr. Leidy has served on the board of the Young Friends of the Red 
Cross (Chairman) since 2009. Mr. Leidy earned his degrees in political science and economics from Florida State 
University.

Joel Milton

Mr. Milton is Baker’s Chief Executive Officer and is responsible for overseeing every aspect of Baker. Mr. Milton 
co-founded and has served as the Chief Executive Officer and a director of Baker since 2014. From 2011 until 2015, 
Mr. Milton served as the Co-Founder of infoHubs, which provided portals between New York City and the visitors 
on the ground who wanted to find out about local events, stores, and restaurants. Mr. Milton holds a BA in 
Psychology and Philosophy from Colgate University.

Todd Halpern

Mr. Halpern is the President and owner of Halpern Enterprises and has been in the fine wine and spirits business for 
over 30 years. In 2004, Mr. Halpern acquired the Remoissenet Père et Fils winery in Beaune, France. Mr. Halpern 
also started a wine importing company, the Sorting Table, in the United States. Mr. Halpern has served as a 
corporate director on a number of privately owned and publicly traded technologies. Mr. Halpern was the Chair of 
Epcylon Technologies, a financial technology firm, from 2012 to 2014. Mr. Halpern previously served as a Director 
of Sentinelle Medical, a medical imaging company, and was involved in its acquisition by Hologic, Inc. in 2010. Mr. 
Halpern is also involved in a number of charitable and volunteer projects, including as founder of the Grand Cru 
Culinary Wine Festival and Vice-Chair of the Toronto General & Western Hospital Foundation.
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Robert Calhoun

Mr. Calhoun is a Senior Advisor of Monitor Clipper Partners, LLC. He co-founded the firm. Previously, Mr. 
Calhoun served as the President at Clipper Asset Management Corporation since January 1991 and at Clipper 
Capital Corporation since 1993. He also served as the President at The Clipper Group, LP, which he founded in 
1990 and has served as the President since then. Mr. Calhoun managed a wide range of investments in connection 
with the $1.2 billion portfolio of private investments managed by Clipper from 1990 to 1999. From 1975 to 1991, 
Mr. Calhoun was a Managing Director at Credit Suisse First Boston Corporation and was also employed at its 
predecessors. He joined Credit Suisse in 1965 as a Generalist in the Investment Banking Division and worked on a 
wide range of capital raising and advisory assignments for industrial companies. Mr. Calhoun has been a Member of 
the Board of Directors of Interstate Bakeries Corp. since 1991. He served as a Member of the Board of Directors of 
Avondale Incorporated since August 1993 and Avondale Mills Inc. since November 1991. Mr. Calhoun has also 
been a Member of the Board of Directors of David's Bridal Inc. since July 1995 and The Lord Abbett Family of 
Funds. He previously served as a Member of the Board of Directors of TechnoServe, Inc., TravelCenters of 
America, Inc; IGI/Earth Color; Flight Options; American Medical Holdings, Inc.; American Medical International, 
Inc. joining in 1991; and several companies in which Clipper invested. Mr. Calhoun has served as a Director of 
several of Monitor Clipper Partner's and Clipper's portfolio companies. Mr. Calhoun is a graduate of Princeton 
University with an A.B. degree in Economics.

Committees of the Board of Directors

It is expected that the Resulting Issuer Board will have an Audit Committee, a Compensation Committee, and an 
Acquisition Committee. The initial members of the Audit Committee are expected to be Mr. Coleman, Mr. Halpern, 
and Mr. Calhoun. The initial members of the Compensation Committee are expected to be Mr. Orr, Mr. Halpern, 
and Mr. Calhoun. The initial members of the Acquisition Committee are expected to be Mr. Coleman, Mr. Hamm, 
and Mr. Halpern. For more information about the Audit Committee, the Compensation Committee, and the 
Acquisition Committee, please see “Directors and Officers – Audit Committee”, “Directors and Officers –
Compensation Committee”, and “Directors and Officers – Acquisition Committee” below.

Corporate Cease Trade Orders or Bankruptcies

To the knowledge of management of the Resulting Issuer, as at the date of this Listing Statement and within the ten 
years before the date of this Listing Statement, no director or proposed director, officer or promoter of the Resulting 
Issuer is or has been a director, officer or promoter of any company (including the Resulting Issuer) that, while that 
person was acting in that capacity:

(a) was the subject of a cease trade order or similar order or an order that denied the relevant company 
access to any exemption under securities legislation, for a period of more than 30 consecutive 
days;

(b) was subject to an event that resulted, after the director or executive officer ceased to be a director 
or executive officer, in the company being the subject of a cease trade or similar order or an order 
that denied the relevant company access to any exemption under securities legislation, for a period 
of more than 30 consecutive days; or

(c) became bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency or 
was subject to or instituted and proceedings, arrangement or compromise with creditors or had a 
receiver, receiver manager or trustee appointed to hold its assets.

Penalties or Sanctions

Except as disclosed below, to the knowledge of management of the Resulting Issuer, no proposed director, officer or 
promoter of the Resulting Issuer has:

(a) 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
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(b) been subject to any other penalties or sanctions imposed by a court or regulatory body, including a 
self-regulatory body, that would be likely to be considered important to a reasonable person 
making a decision about whether to invest in the Resulting Issuer.

Investment Dealers Association of Canada Disciplinary Penalty – Michael Orr

The Ontario District Council of the Investment Dealers Association of Canada imposed a disciplinary penalty on 
Mr. Orr while he was a Registered Representative of First Marathon Securities Limited, a Member of the 
Association. On November 10, 1998, the Ontario District Council and Mr. Orr entered into a settlement agreement. 
Pursuant to the settlement agreement, Mr. Orr admitted that he failed to use due diligence to ensure that 
recommendations for the purchase and sale of mutual funds for the account of a client were appropriate for the 
client, contrary to Regulation 1300.1(c) of the Association. The disciplinary penalty assessed against Mr. Orr was a 
fine in the amount of $7,500.00 and disgorgement of commissions in the amount of $1,271.68. In addition, Mr. Orr 
was required to pay $2,500 towards the Investment Dealers Association of Canada’s costs of investigating the 
matter. The full decision can be found in the Investment Dealers Association of Canada’s Bulletin #2530 issued on 
November 10, 1998.

Personal Bankruptcies

To the knowledge of management of the Resulting Issuer, no proposed director, officer or promoter of the Resulting 
Issuer, or a personal holding company of any of them, has, within the ten years prior to the date of this Listing 
Statement, become bankrupt, made a proposal under any legislation relating to bankruptcy or insolvency, or been 
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.

Conflicts of Interest

To the knowledge of management of the Resulting Issuer, no proposed director, officer or promoter of the Resulting 
Issuer has any existing or potential material conflicts of interests with the Resulting Issuer as a result of their outside 
business interests.

Other Reporting Issuer Experience

The following table sets out the proposed directors, officers and promoters of the Resulting Issuer that are, or have 
been within the last five years, directors, officers or promoters of reporting issuers:

Name Reporting Issuer Exchange

Alexander Coleman N/A N/A

Michael Orr Santé Veritas Holdings Inc. CSE

Mark Herron Santé Veritas Holdings Inc. CSE

Geoff Hamm N/A N/A

Robert Leidy N/A N/A

Joel Milton N/A N/A

Todd Halpern Epcylon Technologies Inc. OTCQB

Robert Calhoun N/A N/A

Corporate Governance Disclosure

NI 58-101 sets out a series of guidelines for effective corporate governance. The guidelines address matters such as 
the composition and independence of corporate boards, the functions to be performed by boards and their 
committees, and the effectiveness and education of board members. Each reporting issuer, such as the Resulting 
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Issuer, must disclose on an annual basis and in prescribed form, the corporate governance practices that it has 
adopted. The following is the Resulting Issuer’s required annual disclosure of its corporate governance practices in 
accordance with Form 58-101F2 – Corporate Governance Disclosure (Venture Issuers).

In establishing its corporate governance practices, the Resulting Issuer Board has been guided by applicable 
Canadian securities legislation and the guidelines of the CSE for effective corporate governance, including National 
Policy 58-201 – Corporate Governance Guidelines. The Resulting Issuer Board is committed to a high standard of 
corporate governance practices. The Resulting Issuer Board believes that this commitment is not only in the best 
interests of its shareholders, but that it also promotes effective decision making at the Resulting Issuer Board level.

Resulting Issuer Board of Directors

The Resulting Issuer Board will be made up of five members, of which the Resulting Issuer Board considers Mr.
Halpern and Mr. Calhoun independent as such term is defined by NI 58-101. The Resulting Issuer Board considers 
that Mr. Coleman, Mr. Orr, and Mr. Hamm are not independent as they are executive officers of the Resulting 
Issuer. The Resulting Issuer Board approves all significant decisions that affect the Resulting Issuer before they are 
implemented and the Resulting Issuer Board supervises their implementation and reviews the results.

The Resulting Issuer Board is actively involved in the Resulting Issuer’s strategic planning process. The Resulting 
Issuer Board discusses and reviews all materials relating to strategic and operating plans with management. The 
Resulting Issuer Board is responsible for reviewing and approving strategic and operating plans and budgets. 
Management must seek the Resulting Issuer Board’s approval for any transaction that would have a significant 
impact on the strategic plan.

The Resulting Issuer Board is also responsible for selecting the President and appointing senior management and for 
monitoring their performance. The Resulting Issuer Board delegates to management responsibility for, among other 
things, meeting defined corporate objectives, implementing approved strategic and operating plans, carrying on the 
Resulting Issuer’s business, evaluating new business opportunities and complying with applicable regulatory 
requirements.

The Resulting Issuer Board periodically reviews the Resulting Issuer’s business and implementation of appropriate 
systems to manage any associated risks, communications with investors and the financial community and the 
integrity of the Resulting Issuer’s internal control and management information systems. The Resulting Issuer Board 
also monitors the Resulting Issuer’s compliance with its timely disclosure obligations and reviews material 
disclosure documents prior to distribution.

Directorships

Certain of the Resulting Issuer’s current directors are or have been within the past five years directors of other 
reporting issuers (or the equivalent) in a jurisdiction or a foreign jurisdiction. Please see “Directors and Officers –
Other Reporting Issuer Experience” above.

Orientation and Continuing Education

The Resulting Issuer does not currently have any formal orientation and education programs for new directors as the 
changes in Resulting Issuer Board membership have been limited. The Resulting Issuer Board briefs all new 
directors on the corporate policies of the Resulting Issuer and other relevant corporate and business information. If 
there is a change in the number of directors required by the Resulting Issuer, this policy will be reviewed.

Ethical Business Conduct

The Resulting Issuer Board has found that the fiduciary duties placed on individual directors pursuant to corporate 
legislation and the common law, and the conflict of interest provisions under corporate legislation which restricts an 
individual director’s participation in decisions of the Resulting Issuer Board in which the director has an interest 
have been sufficient to ensure that the Resulting Issuer Board operates independently of management and in the best 
interests of the Resulting Issuer. The Resulting Issuer Board also plan to adopt a whistleblower protection policy 
with respect to the confidential and anonymous reporting of complaints and irregularities.
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Nomination of Directors

The Resulting Issuer Board as a whole remains responsible for nominating new members of the Resulting Issuer 
Board and assessing members of the Resulting Issuer Board on an on-going basis in accordance with the provisions 
of the Articles of TILT. If it becomes necessary, a nomination committee will be created which in turn will develop 
relevant criteria for suitable candidates including the independence of the individual, financial acumen and 
availability to devote sufficient time to the duties of the Resulting Issuer Board.

Compensation of Directors and Officers

For a description of the steps taken to determine the compensation for the directors and officers of the Resulting 
Issuer, see the discussions under the heading “Executive Compensation – Compensation Discussion and Analysis” 
below.

Other Resulting Issuer Board Committees

The Resulting Issuer does not have any standing committees. However, the Resulting Issuer expects to have an 
Audit Committee, a Compensation Committee, and an Acquisition Committee. For further information regarding the 
Audit Committee, the Compensation Committee, and the Acquisition Committee, see the descriptions under the 
headings “Directors and Officers – Audit Committee”, “Directors and Officers – Compensation Committee”, and 
“Directors and Officers – Acquisition Committee” below.

Assessments of Directors, the Resulting Issuer Board and Resulting Issuer Board Committees

To date, given the small size of the Resulting Issuer Board, the Resulting Issuer Board has not found it necessary to 
institute any formal process in order to satisfy itself that the Resulting Issuer Board, its committees and its individual 
directors are performing effectively.

Audit Committee

The following information is provided in accordance with Form 52-110F2 under NI 52-110.

Audit Committee Mandate

The Audit Committee is a committee of the Resulting Issuer Board established for the purpose of overseeing the 
accounting and financial reporting processes of the Resulting Issuer and annual external audits of the consolidated 
financial statements. The Audit Committee has formally set out its responsibilities and composition requirements in 
fulfilling its oversight in relation to the Resulting Issuer’s internal accounting standards and practices, financial 
information, accounting systems and procedures. See Schedule “K” for a copy of the Resulting Issuer’s Audit 
Committee Charter.

Composition of the Audit Committee

The Audit Committee currently consists of Mr. Halpern (Chair), Mr. Calhoun, and Mr. Coleman, of which Mr. 
Halpern and Mr. Calhoun are considered to be independent by the Resulting Issuer. All members of the Audit 
Committee are considered to be financially literate.

Relevant Education and Experience of the Audit Committee

Todd Halpern (Chair)

Please see “Directors and Officers – Detailed Biography of Directors and Officers of the Resulting Issuer” above for 
Mr. Halpern’s relevant education and experience.

Robert Calhoun

Please see “Directors and Officers – Detailed Biography of Directors and Officers of the Resulting Issuer” above for 
Mr. Calhoun’s relevant education and experience.

Alexander Coleman
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Please see “Directors and Officers – Detailed Biography of Directors and Officers of the Resulting Issuer” above for 
Mr. Coleman’s relevant education and experience.

Audit Committee Oversight

At no time since the Resulting Issuer’s formation was a recommendation of the Audit Committee to nominate or 
compensate an external auditor not adopted by the Resulting Issuer Board.

Reliance on Certain Exemptions

At no time since the commencement of the Resulting Issuer’s most recently completed financial year has the 
Resulting Issuer relied on the exemption in Section 2.4 of NI 52-110 (De Minimis Non-Audit Services), or an 
exemption from NI 52-110, in whole or in part, granted under Part 8 of NI 52-110 (Exemptions).

Pre-Approval Policies and Procedures

The Audit Committee will review and pre-approve any engagements for non-audit services to be provided by the 
external auditor, together with estimated fees.

External Auditor Service Fees

The Resulting Issuer has not incurred any fees with respect to external auditors in any of the last two financial years.

Compensation Committee

The following information is provided in accordance with Form 58-102F2 under National Instrument 58-102 –
Corporate Governance.

The Resulting Issuer Board delegates the administration of the Resulting Issuer’s executive compensation program 
to the Compensation Committee. The Compensation Committee discusses and approves the executive compensation 
in order to attract, motivate and retain highly skilled and experienced executive officers, to provide fair and 
competitive compensation, to align the interest of management with those of Resulting Issuer Shareholders and to 
reward corporate and individual performance.

The Compensation Committee reviews, from time to time, the cash compensation, and any bonus and stock option 
grants to each executive officer, including the NEOs. It is the intention of the Resulting Issuer that cash 
compensation to NEOs shall remain more or less constant, while the granting of any options or bonuses may 
fluctuate from year to year.

The Compensation Committee is made up of three Resulting Issuer Board members: Mr. Halpern (Chair), Mr. 
Calhoun, and Mr. Orr, of which Mr. Halpern and Mr. Calhoun are considered to be independent by the Resulting 
Issuer. Collectively, the Compensation Committee members have extensive compensation-related experience as 
senior executives and as members of the boards of directors and committees of other public and private Resulting 
Issuers. Each member draws on his respective management and governance experience to provide relevant 
compensation-related expertise to the Resulting Issuer’s executive compensation policies and practices. The 
Resulting Issuer Board is confident that the collective experience of the Compensation Committee members ensures 
that the Compensation Committee has the knowledge and experience to execute its mandate effectively and to make 
executive compensation decisions in the best interests of the Resulting Issuer.

Acquisition Committee

In addition to the Audit Committee and the Compensation Committee as discussed above, the Resulting Issuer has 
an Acquisition Committee. The Resulting Issuer recognizes the possibility that future acquisitions by the Resulting 
Issuer may occur in order to grow the business and operations of the Resulting Issuer. In order to identify and 
evaluate such potential acquisitions, the Resulting Issuer has established an Acquisition Committee. The purpose of 
the Acquisition Committee is to ensure that future acquisitions add value to the Resulting Issuer’s business and 
operations and are consistent with the Resulting Issuer’s vision and strategy. In general, the intent of the Resulting 
Issuer to require Acquisition Committee approval before the Resulting Issuer is able to proceed with any future 
material acquisition.



- 88 -

The Acquisition Committee is made up of Mr. Coleman (Chair), Mr. Hamm, and Mr. Halpern, of which Mr. 
Halpern is considered to be independent by the Resulting Issuer. Collectively, the Acquisition Committee members 
have extensive acquisition-related experience as senior executives and as members of the boards of directors and 
committees of other public and private corporations. Each member draws on his respective management and 
governance experience to provide relevant acquisition-related expertise to the Resulting Issuer’s acquisition policies 
and practices. The Resulting Issuer Board is confident that the collective experience of the Acquisition Committee 
members ensures that the Acquisition Committee has the knowledge and experience to execute its mandate 
effectively and to make acquisition decisions in the best interests of the Resulting Issuer.

Nomination Rights Agreement

Pursuant to the articles of TILT, at every annual general meeting, Alexander Coleman, Michael Orr, Joel Milton and 
Justin Junda (the “Parties”) shall have the right, but not the obligation, to nominate one person each for election to 
the board of directors (each, a “Designated Representative”) and the four Designated Representatives nominated 
shall have the right to collectively nominate up to three persons for election to the board of directors for a maximum 
of 7 directors. 

Accordingly, the Parties have entered into a nomination rights agreement (“Nomination Rights Agreement”) dated 
November 21, 2018 pursuant to which the Resulting Issuer shall take or cause to be taken all necessary actions to 
nominate, at each annual meeting of the shareholders of the Resulting Issuer at which directors are to be elected 
following November 21, 2018 and prior to the expiration of the term of the Nomination Rights Agreement, each of 
the Designated Representatives and the collective designees of the Designated Representatives, as applicable, for 
election to the board of directors, provided, however, that for a period of 45 days following November 21, 2018, 
each of Alexander Coleman, Michael Orr and Justin Junda shall have the right to nominate a person to succeed his 
respective initial designee as a member of the board of directors subject to certain conditions as set out in the 
Nomination Rights Agreement.

14. CAPITALIZATION

Post-Closing Capitalization of the Resulting Issuer

The following table sets forth the information required by Section 14 of CSE Form 2A for the Resulting Issuer 
securities as at November 21, 2018:

Number of 
Compressed 
Securities 
(non-
diluted)

Number of 
Non-
Compressed 
Securities
(non-
diluted)

Number of 
Securities 
(fully-
diluted)

% of Issued 
Compressed 
(non-
diluted)

% of Issued 
Non-
Compressed 
(non-
diluted)

% of 
Issued 
(fully 
diluted)

Public Float

Total outstanding 2,667,331 87,817,836 354,550,936 100% 100% 100%

Held by Related Persons 
of employees of the 
Issuer or Related Person 
of the Issuer, or by 
persons or companies 
who beneficially own or 
control, directly or 
indirectly, more than a 
5% voting position in 
the Issuer (or who 
would beneficially own 

2,174,205 23,859,000 241,279,500 82% 27% 68%
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or control, directly or 
indirectly, more than a 
5% voting position in 
the Issuer upon exercise 
or conversion of other 
securities held)

Total Public Float 493,126 63,958,836 113,271,436 18% 73% 32%

Freely-Tradable Float

Number of outstanding 
securities subject to 
resale restrictions, 
including restrictions 
imposed by pooling or 
other arrangements or in 
a shareholder agreement 
and securities held by 
control block holders 1,944,617 42,371,996 236,833,696 73% 48% 67%

Total Tradable Float 722,714 45,445,8400 117,717,240 27% 52% 33%

Please see Schedule “A” hereto for the capitalization information required by Section 14 of CSE Form 2A.

15. EXECUTIVE COMPENSATION

Compensation Discussion and Analysis

The following statement of executive compensation is prepared in accordance with Form 51-102F6 under National 
Instrument 51-102 - Continuous Disclosure Obligations. The statement of executive compensation is designed to 
provide shareholders with an understanding of the Resulting Issuer’s executive compensation philosophy and 
objectives, as well as the analysis that the Compensation Committee performs in setting executive compensation. In 
doing so, it describes the material elements of compensation that will be awarded to, earned by or paid to the 
individuals who will serve as the Resulting Issuer’s chief executive officer, chief financial officer, and most highly 
compensated officers and directors of the Resulting Issuer once it becomes a reporting issuer (the “NEOs”).

Objectives of Compensation Program

The objectives of the Resulting Issuer’s executive compensation program will be:

 to attract, motivate, and retain knowledgeable and skilled individuals to the Resulting Issuer’s executive 
team who will assist the Resulting Issuer in achieving its corporate objectives;

 to align the interests of the Resulting Issuer’s executive team with the interests of the Resulting Issuer 
shareholders by providing performance based compensation in addition to salary;

 to motivate the Resulting Issuer’s executive team to meet or exceed targets;

 to recognize the contribution of the Resulting Issuer’s executive team in the overall success and strategic 
growth of the Resulting Issuer;

 to be competitive with the companies with whom the Resulting Issuer will compete for talented executives; 
and

 to reward individual contributions in light of overall business results.
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Elements of NEO Compensation

As part of the executive compensation, NEOs will receive both fixed base compensation and performance-based 
variable compensation comprising of short-term and long-term incentives (see “Executive Compensation – Summary 
Compensation Table” below). It is anticipated that the Compensation Committee will be making recommendations 
to the Resulting Issuer Board with respect to proposals regarding designing and administering the Resulting Issuer’s 
executive compensation program. It is not expected that the Compensation Committee will allocate compensation 
value to the different compensation elements on the basis of a formula, but rather on the basis of market practices 
and realities and a discretionary assessment of an NEO’s past contribution and ability to contribute to future short 
and long-term business results of the Resulting Issuer.

Analysis of NEO Compensation Elements

Base Compensation

Base compensation is designed to provide income certainty and attract and retain executives. Base compensation for 
NEOs will be reviewed annually by the Resulting Issuer’s Board and/or Compensation Committee and may be 
increased, but not decreased. Base compensation will be based on individual performance, the scope of the NEO’s 
role within the Resulting Issuer and retention considerations. See “Directors and Officers – Compensation 
Committee” above and “Executive Compensation – Compensation Governance” below.

Short-term Incentives

Annual incentive bonuses will be a short-term incentive that is intended to reward NEOs for their yearly individual 
contribution and performance of personal objectives in the context of overall annual corporate performance. The 
amount will not be pre-established and is at the discretion of the Compensation Committee. The Compensation 
Committee may still recommend bonus payments absent attainment of the relevant performance goal. Assessment of 
NEO performance objectives will be based on a number of qualitative and quantitative factors including execution 
of on-going activities, individual and corporate operational and financial performance and progress on key initiatives 
connected to the Resulting Issuer’s strategy with respect to that particular fiscal year. Employment of the NEOs by 
the Resulting Issuer at the time of payment of incentive bonuses with respect to a particular fiscal year will be 
required in order to earn and be eligible to receive an incentive bonus for that year. For avoidance of doubt, if an 
NEO is not employed by the Resulting Issuer, the NEO will not be considered to have “earned” any incentive bonus 
with respect to the fiscal year.

Long-term Incentives

Long-term incentive compensation will include the grant of Awards (as hereinafter defined) pursuant to the Equity 
Incentive Plan. The incentive arrangement is designed to motivate NEOs to achieve longer-term sustainable business 
results, align their interests with those of the shareholders and attract and retain executives without requiring the 
Resulting Issuer to use cash from its treasury. The Equity Incentive Plan will permit the grant of: (i) stock options 
(“Options”); (ii) restricted stock awards (“Restricted Stock”); (iii) restricted stock units (“RSUs”); (iv) stock 
appreciation rights (“SARs”); (v) performance-based compensation awards (“Performance Awards”); (vi) 
dividend equivalents (“Dividend Equivalents”); and (vii) other stock based awards (collectively, the “Awards”). 
See “Executive Compensation – Incentive Plan Awards” below. Any of the Resulting Issuer’s employees, officers, 
directors, consultants or any affiliate or person to whom an offer of employment or engagement with the Resulting 
Issuer is extended, will be eligible to participate in the Equity Incentive Plan if selected by the Compensation 
Committee.

The basis of participation of an individual under the Equity Incentive Plan, and the type and amount of any Award 
that an individual will be entitled to receive under the Equity Incentive Plan will be determined by the 
Compensation Committee, Resulting Issuer Board or such other committee designated by the Resulting Issuer Board 
to administer the Equity Incentive Plan and will be based on their judgment of the best interests of the Resulting 
Issuer and its shareholders at the time of grant. When considering new grants of any Award, previous grants will be 
taken into account. The Compensation Committee, the Resulting Issuer Board or such other committee as will be 
designated by the Resulting Issuer Board, may at their discretion, amend, suspend, discontinue or terminate the 
Equity Incentive Plan or amend or alter any outstanding Award.
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The number of securities that may be issued under the Equity Incentive Plan will be the number of securities as 
determined by the Resulting Issuer Board from time to time. The total number of Resulting Issuer Common Shares 
which may be issued or issuable to any one Person under the Equity Incentive Plan and all other security based 
compensation arrangements within any one-year period shall not exceed 5% of the Resulting Issuer Common Shares 
then outstanding. So long as the Resulting Issuer is listed on the CSE, the aggregate number of Resulting Issuer 
Common Shares issued or issuable to persons providing investor relations activities (as defined in CSE policies) as 
compensation within a one-year period, shall not exceed 1% of the total number of Resulting Issuer Common Shares 
then outstanding. Any Resulting Issuer Common Shares subject to an Award under the Equity Incentive Plan that 
are not purchased, forfeited, reacquired by the Resulting Issuer (including any withheld to satisfy tax withholding 
obligations on Awards or securities that are settled in cash), or cancelled, will again be available to be awarded 
under the Equity Incentive Plan.

Other Compensation

NEOs may occasionally receive other benefits that are reasonable and consistent with its overall executive 
compensation program. These benefits, which are based on competitive market practices, support the attraction and 
retention of executive officers. The NEOs will also be entitled to participate in all employee pension and welfare 
benefit plans and programs, and fringe benefit plans and programs, made available by the Resulting Issuer to the 
Resulting Issuer’s employees generally, in accordance with the eligibility and participation provisions of such plans 
and as such plans or programs may be in effect from time to time.

Risks Associated with the Resulting Issuer’s Compensation Policies and Practices

The Compensation Committee and as needed, the Resulting Issuer Board, will regularly consider the implications of 
the risks associated with the Resulting Issuer’s compensation practices. The following are examples of practices the 
Compensation Committee will use to identify and mitigate compensation policies and practices that could encourage 
an NEO to take inappropriate or excessive risks:

 Pay for Performance: a significant portion of the NEOs’ total compensation is “at risk” in the form of 
annual and long-term incentive awards that will link performance and/or the value of the Resulting Issuer’s 
common shares;

 Multiple Performance Metrics: the Resulting Issuer’s short-term incentive and long-term incentive 
programs rely on diversified performance metrics, including financial and operating performance;

 Maintain a Clawback Policy: the Equity Incentive Plan maintains policies requiring the recoupment, under 
certain circumstances, of performance-based compensation paid to the NEOs; and

 No Repricing of Options or SARs: the Resulting Issuer Board may not reprice any previously granted 
Options or SARs when the fair market value of the securities covered by the Award is less than the exercise 
price of the Award, without the approval of the Resulting Issuer’s shareholders and applicable stock 
exchange approval, or cancel, repurchase, or exchange the Options or SARs for other Awards available 
under the Equity Incentive Plan.

The Compensation Committee and Resulting Issuer Board have reviewed the design and operation of the Resulting 
Issuer’s planned compensation structures and policies as they pertain to risk and have determined that the Resulting 
Issuer’s compensation programs will not create or encourage the taking of risks that are reasonably likely to have a 
material adverse effect on the Resulting Issuer upon it becoming a reporting issuer.

Financial Instruments

The Resulting Issuer’s management and NEOs will not be permitted to purchase financial instruments, including, for 
greater certainty, prepaid variable forward contracts, equity swaps, collars, or units of exchange funds that are 
designed to hedge or offset a decrease in market value of equity securities of the Resulting Issuer granted as 
compensation or held, directly or indirectly, by management. 

Compensation Governance
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The Compensation Committee and Resulting Issuer Board have direct involvement in and knowledge of the 
business goals, strategies, experiences and performance of the Resulting Issuer and as a result will have full 
discretion to determine appropriate amounts of compensation for its executives. Compensation will reflect the need 
to provide incentive for continued time and effort expended by the executives, as well as future retention, while 
taking into account the financial and other resources of the Resulting Issuer. The Compensation Committee’s 
assessment of the overall business performance of the Resulting Issuer, including corporate performance against 
strategy (both quantitative and qualitative) and business circumstances will provide the context for individual NEO 
evaluations for all direct compensation awards. At the recommendation of the Compensation Committee and 
discretion of the Resulting Issuer Board the Resulting Issuer may also choose to engage or consult external advisors.

Compensation Committee

The Resulting Issuer Board will delegate the administration of the Resulting Issuer’s executive compensation 
program to the Compensation Committee. For additional information about the Compensation Committee, please 
see “Directors and Officers – Compensation Committee” above.

Internal Equity

NEO compensation relative to other executives will generally be considered in establishing compensation levels. 
The difference between one executive officer’s compensation and that of the other NEOs reflects, in part, the 
difference in their relative responsibilities. For example, the Chief Executive Officer’s (CEO) responsibility for the 
management and oversight of the enterprise is greater than each of the NEOs’ respective business areas. As a result, 
the compensation level for the CEO is higher than that of the other NEOs.

Summary Compensation Table

New Resulting Issuer

The Resulting Issuer was not a reporting issuer at any time during the most recently completed financial year and as 
such is considered a ‘new reporting issuer’ within the meaning of Item 1.3(8)(c) of Form 51-102F6 under NI 51-102 
– Continuous Disclosure Obligations. As a result, the following is a table of all significant elements of the 
compensation expected to be awarded to, earned by, paid to, or payable to NEOs of the Resulting Issuer upon the 
Resulting Issuer becoming a reporting issuer. Unless otherwise specified, all of the dollar amounts “$” in this table 
are stated in U.S. dollars and reflect the currency used in the Resulting Issuer’s current financial statements. As of
November 21, 2018, the currency exchange rate for $1.00 was CAN$1.3259.

Name and 
Principal Position

Year(1) Salary(2)

($)
Share-
Based
Awards ($)

Option-
Based
Awards(3)

($)

Non-Equity
Incentive Plan
Compensation ($)

Pension
value(5)

($)

All Other
Compensation(6)

($)

Total
Compensation
($)

Annual
incentive
plans(4) 

Long-
term
incentive
plans

Alexander 
Coleman
Chief Executive 
Officer

2018 400,000 N/A N/A N/A N/A N/A N/A 400,000

Mark Herron
Chief Financial
Officer

2018 250,000 N/A N/A N/A N/A N/A N/A 250,000

Geoffrey Hamm
Senior Vice 
President, 
Operations(7)

2018 350,000 N/A N/A N/A N/A N/A N/A 350,000

Michael Orr 2018 240,000 N/A N/A N/A N/A N/A N/A 240,000



- 93 -

Name and 
Principal Position

Year(1) Salary(2)

($)
Share-
Based
Awards ($)

Option-
Based
Awards(3)

($)

Non-Equity
Incentive Plan
Compensation ($)

Pension
value(5)

($)

All Other
Compensation(6)

($)

Total
Compensation
($)

Annual
incentive
plans(4) 

Long-
term
incentive
plans

Co-Chairman

Joel Milton
Senior Vice 
President,
Software and 
Services

2018 350,000 N/A N/A N/A N/A N/A N/A 350,000

Robert Leidy
Senior Vice 
President, Retail 
and Cultivation

2018 350,000 N/A N/A N/A N/A N/A N/A 350,000

Notes:
(1) Effective upon closing of the Business Combination.
(2) Salary to be paid starting upon closing of the Business Combination.
(3) Other than Mark Herron who will be granted an Option to purchase Resulting Issuer Common Shares worth two times his base salary, or $500,000, the dollar value 

of the Option based awards for the other NEOs is not currently applicable as the Resulting Issuer is not a reporting issuer as of the date of this Listing Statement, and
no value has been attributed to the shares to be listed on any exchange. Following the effective date of the Business Combination, the Resulting Issuer will grant the 
NEOs Options to purchase Resulting Issuer Common Shares (see table at “Incentive Plan Awards- Option Based Awards” below) at a price per share not less than 
the per-share fair market value of the shares on the date of grant and as reasonably determined by the Resulting Issuer Board.

(4) Each NEO’s target incentive bonus amount for a particular fiscal year of the Resulting Issuer will be paid by the Resulting Issuer for that fiscal year provided that 
each NEO’s actual incentive bonus amount for a particular fiscal year will be determined by the Compensation Committee in its sole discretion, based on 
performance objectives (which may include corporate, business unit or division, financial, strategic, individual or other objectives) established with respect to that 
particular fiscal year.

(5) During the Period of Employment (as defined below under “Executive Compensation – Employment Agreements”), NEOs will be entitled to participate in employee 
pension and welfare benefit plans as will be made available by the Resulting Issuer to the employees generally.

(6) During the period of employment, each NEO will be entitled to participate in all employee pension and welfare benefit plans and programs, and fringe benefit plans 
and programs, as will be made available by the Resulting Issuer to the employees generally.

(7) Mr. Hamm will have the powers, authorities, duties and obligations of management usually vested in the office of the Chief Operating Officer of a company of a 
similar size and nature to the Resulting Issuer.

Management Contracts and Termination and Change of Control Benefits

The Resulting Issuer has entered into employment agreements for its executive team, effective upon the Effective 
Date, with the following individuals:

Name Position

Alexander Coleman Chief Executive Officer

Michael Orr Co-Chairman

Mark Herron Chief Financial Officer

Geoff Hamm Senior Vice-President, Operations

Joel Milton Senior Vice-President, Software and Services

Robert Leidy Senior Vice-President, Retail and Cultivation

Significant Terms of the Employment Agreements
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Period of Employment

Other than Michael Orr and Mark Herron’s term of employment which is expected to be for a period of one year 
commencing on the Effective Date, the initial term of employment of the Resulting Issuer’s NEOs will be two years 
commencing on the Effective Date, ending on the second anniversary of the Effective Date (the “Termination 
Date”). All of the Resulting Issuer’s NEOs’ employment agreements, including Michael Orr and Mark Herron, will 
be automatically renewed and the initial term of employment automatically extended for one additional year on the 
Termination Date and each anniversary of the Termination Date thereafter (together with the initial term of 
employment, the “Period of Employment”), unless either the Resulting Issuer or the NEO gives written notice at 
least 60 days prior to the expiration of the Period of Employment (including any renewal thereof) of either party’s 
desire to terminate the Period of Employment (“Notice”). Provision of Notice by the Resulting Issuer will constitute 
a termination of the NEO’s employment without cause.

Options

Each NEO will be awarded Options to purchase securities of the Resulting Issuer. Options representing 50% of the 
Shares underlying the options granted to each NEO will vest on the first day that the Shares of the Resulting Issuer 
(or any Shares of the class of stock then subject to the Option, as they case may be) are publicly traded (the “First 
Vesting Date”), and an additional 50% of the shares subject to the Option will vest on the date that is six months 
after the First Vesting Date. Other than Michael Orr and Mark Herron’s Options which are exercisable into 
Resulting Issuer Common Shares, all NEO Options exercisable into securities of the Resulting Issuer will be 
exercisable into Resulting Issuer Compressed Shares. The Option for each NEO, other than Michael Orr and Mark 
Herron, will be intended as an “incentive stock option” under Section 422 of the Code, and subject to the terms and 
conditions of Section 422 of the Code (including, without limitation, the Code limitation on the number of options 
that may become exercisable in any given year and still qualify as an incentive stock option).

Other than Mark Herron’s Options, all of the outstanding and unvested portion of the NEO’s Options will accelerate 
and become vested on a change in control event (as such term is defined in the terms and conditions applicable to 
the Option). In each case, the vesting of the Option is subject to the NEO’s continued employment by the Resulting 
Issuer through the respective vesting date. The maximum term of the Option will be 10 years, subject to earlier 
termination upon the termination of the NEO’s employment with the Resulting Issuer, a change in control or similar 
events.

Other Benefits

Each NEO will also be eligible to receive an annual performance bonus in an amount to be determined in the sole 
discretion of the Compensation Committee. See “Executive Compensation – Short-Term Incentives” above for 
additional terms and conditions.

Each NEO will be entitled to participate in all employee pension and welfare benefit plans and programs, and fringe 
benefit plans and programs, as will be made available by the Resulting Issuer to the employees generally, in 
accordance with the eligibility and participation provisions of such plans and as such plans or programs may be in 
effect from time to time. 

The NEOs are authorized to incur reasonable expenses in carrying out their duties under their employment 
agreement and will be entitled to reimbursement for all reasonable business expenses incurred during the period of 
employment in connection with carrying out their duties, subject to the Resulting Issuer’s expense reimbursement 
policies in effect from time to time. When traveling via air on business, NEOs will be authorized to travel “business” 
class.

Termination Payments

Notwithstanding the data illustrated in the below table, if an NEO breaches his obligations under the non-compete, 
non-solicitation, non-disparagement or confidentiality provisions of his employment agreement, the Resulting Issuer 
will no longer be obligated to pay any remaining unpaid portion of the Severance Benefit (as defined in footnote one 
below) or any remaining unpaid amount from the NEO’s incentive bonus or to any continued Resulting Issuer-paid 
or reimbursed coverage. 
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The employment agreements contain standard non-compete, non-solicitation, non-disparagement and confidentiality 
provisions which remain binding for a period of twelve months following the termination of the NEO employment 
agreements with the Resulting Issuer.

The following table provides details regarding the estimated incremental payments from the Resulting Issuer to each 
of the NEOs on termination without cause, or a resignation for Good Reason (as defined in the employment 
agreement) assuming severance on the last business day of the Resulting Issuer’s first completed financial year. 
Dollar amounts “$” in this table are expressed in U.S. dollars.

Name Severance 
Period (# 

of months)

Payment of Salary 
($)(1)(2)

Pro Rated Bonus / 
Other ($)(3)

Options/Share-
Based Awards ($)(4)

Total Incremental 
Payment ($)(5)

Alexander 
Coleman

12 400,000 N/A N/A 400,000

Michael Orr 12 240,000 N/A N/A 240,000

Mark Herron 12 250,000 N/A 500,000 750,000

Geoff Hamm 12 350,000 N/A N/A 350,000

Joel Milton 12 350,000 N/A N/A 350,000

Robert Leidy 12 350,000 N/A N/A 350,000

Total - 1,850,000 N/A 500,000 2,350,000

Notes:
(1) The compensation salary will include base salary at the annualized rate in effect on the Severance Date (as defined in the employment 

agreements) plus annual incentive bonus amount as in effect on the Severance Date, and any Accrued Obligations (as defined in the 
employment agreements), subject to tax withholding and other authorized deductions (the “Severance Benefit”).

(2) Amount not inclusive of bonus amount.
(3) On (or within ten (10) days following) the sixtieth (60th) day following the NEO’s Severance Date, the Resulting Issuer will also pay the 

NEO a pro-rated portion of the NEO’s incentive bonus with respect to the fiscal year in which the Severance Date occurs, such amount to
equal (x) the NEO’s annual incentive bonus amount as in effect on the Severance Date multiplied by (y) a fraction, the numerator of 
which is the total number of days in such fiscal year in which the NEO was employed by the Resulting Issuer and the denominator of 
which is the total number of days in such fiscal year. The bonus amount is subject to the discretion of the Compensation Committee and 
unknown as of the date of this Listing Statement. See “Analysis of NEO Compensation Elements - Short-Term Incentives” above for 
discussion of factors to be considered by Compensation Committee in setting bonus amount.

(4) The Option shall vest in any portion of such award that is outstanding and unvested immediately prior to the Severance Date. As of the 
date of this Listing Statement the dollar value of the Options are unknown for all NEOs other than Mark Herron whose Option to 
purchase Resulting Issuer Common Shares is valued at two times his base salary. See “Incentive Plan Awards – Option-Based Awards” 
below for more information.

(5) Amount not inclusive of NEO bonus and Option payments.

The Resulting Issuer will also pay or reimburse the NEOs for premiums charged to continued medical coverage 
pursuant to the medical coverage plan designated in the NEO employment agreements.

Incentive Plan Awards

Option-Based Awards

The following table sets out, for each NEO, the Options (option-based awards) expected to be outstanding as at or 
promptly following the Effective Date:
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Name Option-based Awards Share-based Awards

Number of
Securities
Underlying
Unexercised
Options(2)(3)(4)

(#)

Option
Exercise
Price(6)

($)

Option
Expiration
Date(7)

Value of
Unexercised
In-The-Money
Options
($)

Number of
shares or
units of
shares that
have not
vested (#)

Market
or payout
value of
share-based
awards
that have
not vested
($)

Market or
payout
value of
vested
share-based
awards
not paid
out or
distributed
($)

Alexander 
Coleman(5)

Chief Executive
Officer

8,903,700 N/A 10 years 
from the date 
of the grant

N/A N/A N/A N/A

Mark Herron
Chief Financial 
Officer

N/A(1) N/A 10 years 
from the date 
of the grant

N/A N/A N/A N/A

Geoffrey Hamm
Senior Vice 
President, Corporate 
Development

7,901,800 N/A 10 years 
from the date 
of the grant

N/A N/A N/A N/A

Michael Orr
Co-Chairman

12,885,008 N/A 10 years 
from the date 
of the grant

N/A N/A N/A N/A

Joel Milton
Senior Vice 
President, Software 
and Services

12,845,600 N/A 10 years 
from the date 
of the grant

N/A N/A N/A N/A

Robert Leidy(5)

Senior Vice 
President, Retail and 
Cultivation

8,769,900 N/A 10 years 
from the date 
of the grant

N/A N/A N/A N/A

Notes:
(1) Mr. Herron was granted an Option to purchase Resulting Issuer Common Shares equivalent to two times his base salary, or $500,000. The number of 

securities underlying the unexercised Option is unknown as of the date of this Listing Statement.
(2) Other than Mr. Orr and Mr. Herron’s Options, all Options exercisable into securities of the Resulting Issuer will be Resulting Issuer Compressed Shares. The 

number of securities identified in this column are on a fully diluted basis, assuming all NEOs (other than Mr. Orr and Mr. Herron) have exercised the 
Resulting Issuer Compressed Shares into Resulting Issuer Common Shares on a 1:100 basis.

(3) 50% of the Resulting Issuer Compressed and Resulting Issuer Common Shares underlying the Options granted to each NEO by the Resulting Issuer will vest 
on the date that is six months after the first day on which the Resulting Issuer Common Shares are publicly traded (the “First Vesting Date’), and an additional 
fifty percent (50%) of the Resulting Issuer Compressed Shares and Resulting Issuer Common Shares subject to the Option will vest on the date that is six 
months after the First Vesting Date.

(4) Mr. Orr and Mr. Herron’s Options exercisable into securities of the Resulting Issuer will be exercisable into Resulting Issuer Common Shares.
(5) This number of Resulting Issuer Compressed Shares is subject to adjustment and reduction based on the final 10-day VWAP calculation that will determine 

the exact number of Resulting Issuer Compressed Shares that will be transferred to Sea Hunter Holdings shareholders. 
(6)      Not known at this time as the Options have not yet been granted and the exercise price per Resulting Issuer Compressed Share and Resulting Issuer Common 

Share will be determined as of the date of grant. Such exercise price per share will follow the Equity Incentive Plan.
(7) Subject to earlier termination upon the termination of the NEO employment with the Resulting Issuer, a change in control of the Resulting Issuer or similar 

event.

Restricted Stock and RSUs

Awards of Restricted Stock and RSUs shall be subject to such restrictions as the Compensation Committee may 
impose (including, without limitation, any limitation on the right to vote or the right to receive any dividend or other 
right or property with respect thereto), which restrictions may lapse separately or in combination at such time or 
times, in such installments or otherwise as the Compensation Committee may deem appropriate. Upon a 
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Participant’s termination of employment or service or resignation or removal as a director (in either case, as 
determined under criteria established by the Compensation Committee) during the applicable restriction period, all 
shares of Restricted Stock and all RSUs held by such Participant at such time shall be forfeited and reacquired by 
the Resulting Issuer for cancellation at no cost to the Resulting Issuer; provided, however, that the Compensation 
Committee may waive in whole or in part any or all remaining restrictions with respect to shares of Restricted Stock 
or RSUs. Any Restricted Stock granted under the Equity Incentive Plan shall be issued at the time such Awards are 
granted and may be evidenced in such manner as the Compensation Committee may deem appropriate.

Stock Appreciation Rights

A SAR granted under the Equity Incentive Plan shall confer on the Participant a right to receive upon exercise, the 
excess of: (i) the fair market value of one Resulting Issuer Common Share on the date of exercise over; (ii) the grant 
price of the SAR as specified by the Compensation Committee, which price shall not be less than 100% of the fair 
market value of one Resulting Issuer Common Share on the date of grant of the SAR; provided, however, that, 
subject to applicable law and stock exchange rules, the Compensation Committee may designate a grant price below 
fair market value on the date of grant if the SAR is granted in substitution for a stock appreciation right previously 
granted by an entity that is acquired by or merged with the Resulting Issuer or an affiliate. Subject to the terms of the 
Equity Incentive Plan and any applicable award agreement, the grant price, term, methods of exercise, dates of 
exercise, methods of settlement, equity compensation and any other terms and conditions of any SAR shall be as 
determined by the Compensation Committee. The Compensation Committee may impose such conditions or 
restrictions on the exercise of any SAR as it may deem appropriate. No SAR may be exercised more than ten years 
from the grant date.

Performance Awards

A Performance Award granted under the Equity Incentive Plan: (i) may be denominated or payable in cash, 
Resulting Issuer Common Shares (including without limitation, Restricted Stock and RSUs), other securities, other 
Awards or other property; and (ii) shall confer on the holder thereof the right to receive payments, in whole or in 
part, upon the achievement of one or more objective performance goals during such performance periods as the 
Compensation Committee shall establish. Subject to the terms of the Equity Incentive  Plan, the performance goals 
to be achieved during any performance period, the length of any performance period, the amount of any 
Performance Award granted, the amount of any payment or transfer to be made pursuant to any Performance Award 
and any other terms and conditions of any Performance Award shall be determined by the Compensation 
Committee.

Dividend Equivalents

A Dividend Equivalent granted under the Equity Incentive Plan allows Participants  to receive payments (in cash, 
Resulting Issuer Common Shares, other securities, other Awards or other property as determined in the discretion of 
the Compensation Committee) equivalent to the amount of cash dividends paid by the Resulting Issuer to holders of 
Resulting Issuer Common Shares with respect to a number of Resulting Issuer Common Shares as determined by the 
Compensation Committee. Subject to the terms of the Equity Incentive Plan and any applicable Award Agreement, 
such Dividend Equivalents may have such terms and conditions as the Compensation Committee shall determine.
Notwithstanding the foregoing, the Compensation Committee may not grant Dividend Equivalents to eligible 
persons in connection with grants of Options, SARs or other Awards the value of which is based solely on an 
increase in the value of the Resulting Issuer Common Shares after the date of grant of such Award, and dividend and 
Dividend Equivalent amounts may be accrued but shall not be paid unless and until the date on which all conditions 
or restrictions relating to such Award have been satisfied, waived or lapsed.

Pension Plan Benefits

Unless otherwise determined by ordinary resolution, the Compensation Committee, in consultation with the 
Resulting Issuer Board and on behalf of the Resulting Issuer, may pay a gratuity or pension or allowance on 
retirement to any NEO who has held any salaried office or place of profit with the Resulting Issuer or to his or her 
spouse or dependants and may make contributions to any fund and pay premiums for the purchase or provision of 
any such gratuity, pension or allowance.

Director Compensation
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The following table sets out, for each director who is not an NEO, compensation expected to be awarded to, earned 
by, or payable to each director who is not an NEO upon the Resulting Issuer becoming a reporting issuer:

Name Fees
Earned
($)

Share-
based
awards
($)

Option-
Based
Awards
($)

Non-Equity
Incentive Plan
Compensation
($)

Pension
value
($)

All Other
Compensation
($)

Total
Compensation
($)

Todd Halpern Nil Nil Nil Nil Nil Nil Nil

Robert Calhoun Nil Nil Nil Nil Nil Nil Nil

Outstanding Option-Based Awards

The following table sets out, for each director who is not also an NEO, the Options (option-based awards) expected 
to be awarded to, earned by, or payable to each director who is not an NEO upon the Resulting Issuer becoming a 
reporting issuer:

Name Option-based Awards Share-based Awards

Number of
Securities
Underlying
Unexercised
Options
(#)

Option
Exercise
Price
($)

Option
Expiration
Date

Value of
Unexercised
In-The-Money
Options
($)

Number of
shares or
units of
shares that
have not
vested (#)

Market
or payout
value of
share-based
awards
that have
not vested
($)

Market or
payout
value of
vested
share-based
awards
not paid
out or
distributed
($)

Todd Halpern Nil Nil Nil Nil Nil Nil Nil

Robert Calhoun Nil Nil Nil Nil Nil Nil Nil

16. INDEBTEDNESS OF DIRECTORS AND EXECUTIVE OFFICERS

No proposed director or officer of the Resulting Issuer is, or will be following the completion of the Business 
Combination, indebted to the Resulting Issuer or to any subsidiary thereof, or has indebtedness which is the subject 
of a guarantee, support agreement, letter of credit or other similar understanding provided by the Resulting Issuer or 
any subsidiary thereof.

17. RISK FACTORS

You should carefully consider the risks described below, together with the risks described and other information 
contained in, or incorporated by reference in, this Listing Statement. Additional risks and uncertainties, including 
those currently unknown to or considered immaterial by the Resulting Issuer, may also adversely affect the business 
of the Resulting Issuer going forward. In particular, the Business Combination and the operations of the Resulting 
Issuer are subject to certain risks including the following risks.

Following the completion of the Business Combination, the Resulting Issuer may issue additional equity 
securities

Following the completion of the Business Combination, the Resulting Issuer may issue equity securities to finance 
its activities. If the Resulting Issuer were to issue additional equity securities, the ownership interest of existing 
shareholders may be diluted and some or all of the Resulting Issuer’s financial measures on a per share basis could 
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be reduced. Moreover, as the Resulting Issuer’s intention to issue additional equity securities becomes publicly 
known, the Resulting Issuer’s share price may be materially adversely affected.

Business and Operational Risks

Limited Operating History

SVT and the Constituents, whose respective businesses will comprise the business of the Resulting Issuer, each have
only limited operating results to date. SVT and the Constituents have each dedicated significant portions of their 
cash flows to creating infrastructure to capitalize on the opportunity for value creation that is emerging from the 
relaxing of state and local prohibitions on the cannabis industry in the United States and Canada. The Resulting 
Issuer’s lack of extensive operating history makes it difficult for investors to evaluate the Resulting Issuer’s 
prospects for success. Prospective investors should consider the risks and difficulties the Resulting Issuer might 
encounter, especially given the Resulting Issuer’s lack of an extensive operating history or audited financial 
information. There is no assurance that the Resulting Issuer will be successful and the likelihood of success must be 
considered in light of its relatively early stage of operations.

Reliance on Management

The success of the Resulting Issuer is dependent upon the ability, expertise, judgment, discretion and good faith of 
its senior management. While employment agreements or management agreements are customarily used as a 
primary method of retaining the services of key employees, these agreements cannot assure the continued services of 
such employees. Any loss of the services of such individuals could have a material adverse effect on the Resulting 
Issuer’s business, operating results, financial condition or prospects.

Additional Financing

The Resulting Issuer will require equity and/or debt financing to support on-going operations, to undertake capital 
expenditures or to undertake acquisitions or other business combination transactions. There can be no assurance that 
additional financing will be available to the Resulting Issuer when needed or on terms which are acceptable. The 
Resulting Issuer’s inability to raise financing to fund on-going operations, capital expenditures or acquisitions could 
limit its growth and may have a material adverse effect upon the Resulting Issuer’s business, results of operations, 
financial condition or prospects.

If additional funds are raised through further issuances of equity or convertible debt securities, existing shareholders 
could suffer significant dilution, and any new equity securities issued could have rights, preferences and privileges 
superior to those of holders of Resulting Issuer Common Shares or Resulting Issuer Compressed Shares. Any debt 
financing secured in the future could involve restrictive covenants relating to capital raising activities and other 
financial and operational matters, which may make it more difficult for the Resulting Issuer to obtain additional 
capital and to pursue business opportunities, including potential acquisitions.

Profitability of the Resulting Issuer

The Resulting Issuer may experience difficulties in its development process, such as capacity constraints, quality 
control problems or other disruptions, which would make it more difficult to generate profits. A failure by the 
Resulting Issuer to achieve a low-cost structure through economies of scale or improvements in manufacturing 
processes and design could have a material adverse effect on the Resulting Issuer’s business, prospects, results of 
operations and financial condition.

Ongoing Costs and Obligations

The Resulting Issuer expects to incur significant ongoing costs and obligations related to its investment in 
infrastructure and growth and for regulatory compliance, which could have a material adverse impact on the 
Resulting Issuer’s results of operations, financial condition and cash flows. In addition, future changes in 
regulations, more vigorous enforcement thereof or other unanticipated events could require extensive changes to the 
Resulting Issuer’s operations, increased compliance costs or give rise to material liabilities, which could have a 
material adverse effect on the business, results of operations and financial condition of the Resulting Issuer.
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Competition

There is potential that the Resulting Issuer will face intense competition from other companies, some of which can 
be expected to have longer operating histories and more financial resources and experience than the Resulting 
Issuer. Increased competition by larger and better financed competitors could materially and adversely affect the 
business, financial condition, results of operations or prospects of the Resulting Issuer.

Because of the early stage of the industry in which the Resulting Issuer operates, the Resulting Issuer expects to face 
additional competition from new entrants. To become and remain competitive, the Resulting Issuer will require 
research and development, marketing, sales and support. The Resulting Issuer may not have sufficient resources to 
maintain research and development, marketing, sales and support efforts on a competitive basis which could 
materially and adversely affect the business, financial condition, results of operations or prospects of the Resulting 
Issuer.

Until the Cannabis Act comes into force and the provinces release their regulations regarding retail and distribution 
of recreational cannabis, it is still unclear what the landscape of the legalization regime of cannabis in Canada will 
look like. It is expected that this will have an impact on the operations of the Resulting Issuer. The number of market 
participants may increase to meet the demand of the recreational market, which could negatively impact the 
Resulting Issuer’s market share and demand for products.

The introduction of a recreational model for cannabis production and distribution may impact the medical cannabis 
market. The impact of this potential development may be negative for the Resulting Issuer and could result in 
increased levels of competition in its existing medical market and/or the entry of new competitors in the overall 
cannabis market in which the Resulting Issuer operates.

If the number of users of medical cannabis in Canada and the United States increases, the demand for products will 
increase and the Resulting Issuer expects that competition will become more intense, as current and future 
competitors begin to offer an increasing number of diversified products. To remain competitive, the Resulting Issuer 
will require a continued high level of investment in research and development, marketing, sales and client support. 
The Resulting Issuer may not have sufficient resources to maintain research and development, marketing, sales and 
client support efforts on a competitive basis which could materially and adversely affect the business, financial 
condition and results of operations of the Resulting Issuer.

As well, the legal landscape for medical and recreational cannabis is changing internationally. More countries have 
passed laws that allow for the production and distribution of medical cannabis in some form or another. 

Future Acquisitions or Dispositions

Material acquisitions, dispositions and other strategic transactions involve a number of risks, including: (i) potential 
disruption of the Resulting Issuer’s ongoing business; (ii) distraction of management; (iii) the Resulting Issuer may 
become more financially leveraged; (iv) the anticipated benefits and cost savings of those transactions may not be 
realized fully or at all or may take longer to realize than expected; (v) increasing the scope and complexity of the 
Resulting Issuer’s operations; and (vi) loss or reduction of control over certain of the Resulting Issuer’s assets.

The presence of one or more material liabilities of an acquired company that are unknown to the Resulting Issuer at 
the time of acquisition could have a material adverse effect on the business, results of operations, prospects and 
financial condition of the Resulting Issuer. A strategic transaction may result in a significant change in the nature of 
the Resulting Issuer’s business, operations and strategy. In addition, the Resulting Issuer may encounter unforeseen 
obstacles or costs in implementing a strategic transaction or integrating any acquired business into the Resulting 
Issuer’s operations.

Reputational Risks to Third Parties

The parties with which the Resulting Issuer does business may perceive that they are exposed to reputational risk as 
a result of the Resulting Issuer’s cannabis business activities. While the Resulting Issuer has other banking 
relationships and believes that the services can be procured from other institutions, the Resulting Issuer may in the 
future have difficulty establishing or maintaining bank accounts or other business relationships. Failure to establish 
or maintain business relationships could have a material adverse effect on the Resulting Issuer.
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Unfavorable Publicity or Consumer Perception

The Resulting Issuer believes the cannabis industry is highly dependent upon consumer perception regarding the 
safety, efficacy and quality of the cannabis produced. Consumer perception can be significantly influenced by 
scientific research or findings, regulatory investigations, litigation, media attention and other publicity regarding the 
consumption of cannabis products. There can be no assurance that future scientific research or findings, regulatory 
investigations, litigation, media attention or other publicity will be favorable to the cannabis market or any particular 
product, or consistent with earlier publicity. Future research reports, findings, regulatory investigations, litigation, 
media attention or other publicity that are perceived as less favorable than, or that question, earlier research reports, 
findings or other publicity could have a material adverse effect on the demand for medical cannabis and on the 
business, results of operations, financial condition, cash flows or prospects of the Resulting Issuer. Further, adverse 
publicity reports or other media attention regarding the safety, efficacy and quality of cannabis in general, or 
associating the consumption of medical cannabis with illness or other negative effects or events, could have such a 
material adverse effect. There is no assurance that such adverse publicity reports or other media attention will not 
arise.

Product Liability

As a manufacturer and distributor of products designed to facilitate cannabis ingestion by humans, the Resulting 
Issuer would face an inherent risk of exposure to product liability claims, regulatory action and litigation if its 
products are alleged to have caused significant loss or injury. In addition, tampering by unauthorized third parties or 
product contamination with respect to the cannabis used in the Resulting Issuer’s products may impact the risk of 
injury to consumers. Previously unknown adverse reactions resulting from human consumption of cannabis alone or 
in combination with other medications or substances could occur. As a manufacturer and distributor of products 
designed to facilitate the consumption of cannabis, or in its role as an investor in or service provider to an entity that 
is a manufacturer, distributor and/or retailer of cannabis, the Resulting Issuer may be subject to various product 
liability claims, including, among others, that the cannabis product caused injury or illness, included inadequate 
instructions for use or included inadequate warnings concerning possible side effects or interactions with other 
substances. A product liability claim or regulatory action against the Resulting Issuer could result in increased costs, 
could adversely affect the Resulting Issuer’s reputation with its clients and consumers generally, and could have a 
material adverse effect on the business, results of operations, financial condition or prospects of the Resulting Issuer. 
There can be no assurances that the Resulting Issuer will be able to maintain product liability insurance on 
acceptable terms or with adequate coverage against potential liabilities. Such insurance is expensive and may not be 
available in the future on acceptable terms, or at all. The inability to maintain sufficient insurance coverage on 
reasonable terms or to otherwise protect against potential product liability claims could prevent or inhibit the 
commercialization of the Resulting Issuer’s potential products or otherwise have a material adverse effect on the 
business, results of operations, financial condition or prospects of the Resulting Issuer.

Product Recalls

Manufacturers and distributors of products are sometimes subject to the recall or return of their products for a 
variety of reasons, including product defects, such as contamination, unintended harmful side effects or interactions 
with other substances, packaging safety and inadequate or inaccurate labeling disclosure. Such recalls cause 
unexpected expenses of the recall and any legal proceedings that might arise in connection with the recall. This can 
cause loss of a significant amount of sales. In addition, a product recall may require significant management 
attention. Although the Resulting Issuer will have detailed procedures in place for testing its products, there can be 
no assurance that any quality, potency or contamination problems will be detected in time to avoid unforeseen 
product recalls, regulatory action or lawsuits. Additionally, if one of the Resulting Issuer’s brands were subject to 
recall, the image of that brand and the Resulting Issuer could be harmed. Additionally, product recalls can lead to 
increased scrutiny of operations by applicable regulatory agencies, requiring further management attention and 
potential legal fees and other expenses.

Product Approvals

The Resulting Issuer may require advance approval of its products from federal, state, provincial and/or local 
authorities. While the Resulting Issuer intends to follow the guidelines and regulations of each applicable federal, 
state, provincial and/or local jurisdiction in preparing products for sale and distribution, there is no guarantee that 
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such products will be approved to the extent necessary. If the products are approved, there is a risk that any federal, 
state, provincial and/or local jurisdiction may revoke its approval for such products based on changes in laws or 
regulations or based on its discretion or otherwise. If any of the Resulting Issuer’s products are not approved or any 
existing approvals are rescinded, there is the potential to lead to a material adverse effect on the Resulting Issuer’s 
business, financial condition, results of operations or prospects.

Product Exchanges, Returns and Warranty Claims

If the Resulting Issuer is unable to maintain an acceptable degree of quality control of its products, the Resulting 
Issuer will incur costs associated with the exchange and return of the products as well as servicing its customers for 
warranty claims. Any of the foregoing on a significant scale may have a material adverse effect on the Resulting 
Issuer’s business, results of operations and financial condition.

Research and Development

Before the Resulting Issuer can obtain regulatory approval for the commercial sale of any of its products, it will be 
required to complete extensive trial testing to demonstrate safety and efficacy. Depending on the exact nature of trial 
testing, such trials can be expensive and are difficult to design and implement. The testing process is also time 
consuming and can often be subject to unexpected delays.

The timing and completion of trial testing may be subject to significant delays relating to various causes, including: 
inability to manufacture or obtain sufficient quantities of units and or test subjects for use in trial testing; delays 
arising from collaborative partnerships; delays in obtaining regulatory approvals to commence a study, or 
government intervention to suspend or terminate a study; delays, suspensions or termination of trial testing due to 
the applicable institutional review board or independent ethics board responsible for overseeing the study to protect 
research subjects; delays in identifying and reaching agreement on acceptable terms with prospective trial testing 
sites and subjects; variability in the number and types of subjects available for each study and resulting difficulties 
in identifying and enrolling subjects who meet trial eligibility criteria; scheduling conflicts; difficulty in maintaining 
contact with subjects after testing, resulting in incomplete data; unforeseen safety issues or side effects; lack of 
efficacy during trial testing; reliance on research organizations to conduct trial testing, which may not conduct such 
trials with good laboratory practices; or other regulatory delays.

Difficulty in Developing Products

If the Resulting Issuer cannot successfully develop, manufacture and distribute its products, or if the Resulting 
Issuer experiences difficulties in the development process, such as capacity constraints, quality control problems or 
other disruptions, the Resulting Issuer may not be able to develop market-ready commercial products at acceptable 
costs, which would adversely affect the Resulting Issuer’s ability to effectively enter the market. A failure by the 
Resulting Issuer to achieve a low-cost structure through economies of scale or improvements in cultivation and 
manufacturing processes would have a material adverse effect on the Resulting Issuer’s commercialization plans and 
the Resulting Issuer’s business, prospects, results of operations and financial condition.

Success of New and Existing Products and Services

The Resulting Issuer has committed, and expects to continue to commit, significant resources and capital to develop 
and market new products and services. These products and services are relatively untested, and the Resulting Issuer 
cannot guarantee that it will achieve market acceptance for new products and services that the Resulting Issuer may 
offer in the future. Moreover, these and other new products and services may be subject to significant competition 
with offerings by new and existing competitors in the business of manufacturing and distributing vaporizers and 
accessories. In addition, new products, services and enhancements may pose a variety of technical challenges and 
require the Resulting Issuer to attract additional qualified employees. The failure to successfully develop and market 
these new products, services or enhancements or to hire qualified employees could seriously harm the Resulting 
Issuer’s business, financial condition and results of operations.

Continued Market Acceptance by Consumers

The Resulting Issuer is substantially dependent on continued market acceptance of its products by consumers. 
Although the Resulting Issuer believe that the use of products similar to the products to be designed and 
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manufactured by the Resulting Issuer is gaining international acceptance, the Resulting Issuer cannot predict the 
future growth rate and size of this market.

Promoting and Maintaining Brands

The Resulting Issuer believes that establishing and maintaining the brand identities of products is a critical aspect of 
attracting and expanding a large customer base. Promotion and enhancement of brands will depend largely on 
success in providing high quality products. If customers and end users do not perceive the Resulting Issuer’s 
products to be of high quality, or if the Resulting Issuer introduces new products or enters into new business 
ventures that are not favorably received by customers and end users, the Resulting Issuer will risk diluting brand 
identities and decreasing their attractiveness to existing and potential customers. Moreover, in order to attract and 
retain customers and to promote and maintain brand equity in response to competitive pressures, the Resulting Issuer 
may have to increase substantially financial commitment to creating and maintaining a distinct brand loyalty among 
customers. If the Resulting Issuer incurs significant expenses in an attempt to promote and maintain brands, the 
business, results of operations and financial condition could be adversely affected.

Director and Officer Control of Common Shares

Following the completion of the Business Combination, the officers and directors of the Resulting Issuer own 
approximately 22.74% of the issued and outstanding Resulting Issuer Common Shares and approximately 23.04% of 
the issued and outstanding Resulting Issuer Compressed Shares. The Resulting Issuer’s shareholders nominate and 
elect the Resulting Issuer Board, which generally has the ability to control the acquisition or disposition of the 
Resulting Issuer’s assets, and the future issuance of Resulting Issuer Common Shares or Resulting Issuer 
Compressed Shares or other securities. Accordingly, for any matters with respect to which a majority vote of the 
Resulting Issuer Common Shares or Resulting Issuer Compressed Shares may be required by law, the Resulting 
Issuer’s directors and officers may have the ability to control such matters. Because the directors and officers control 
a substantial portion of such Resulting Issuer Common Shares or Resulting Issuer Compressed Shares, investors 
may find it difficult or impossible to replace the Resulting Issuer’s directors if they disagree with the way the 
Resulting Issuer’s business is being operated.

Results of Future Clinical Research

Research in Canada, the U.S. and internationally regarding the medical benefits, viability, safety, efficacy, dosing 
and social acceptance of cannabis or isolated cannabinoids (such as cannabidiol, or “CBD”, and THC) remains in 
early stages. There have been relatively few clinical trials on the benefits of cannabis or isolated cannabinoids (such 
as CBD and THC). Although SVT, TILT and the Constituents believe that the articles, reports and studies support 
their respective beliefs regarding the medical benefits, viability, safety, efficacy, dosing and social acceptance of 
cannabis, future research and clinical trials may prove such statements to be incorrect, or could raise concerns 
regarding, and perceptions relating to, cannabis. Given these risks, uncertainties and assumptions, prospective 
purchasers of the Resulting Issuer Common Shares or Resulting Issuer Compressed Shares should not place undue 
reliance on such articles and reports. Future research studies and clinical trials may draw opposing conclusions or 
reach negative conclusions regarding the medical benefits, viability, safety, efficacy, dosing, social acceptance or 
other facts and perceptions related to cannabis, which could have a material adverse effect on the demand for the 
Resulting Issuer’s products with the potential to lead to a material adverse effect on the Resulting Issuer’s business, 
financial condition, results of operations or prospects.

Reliance on Key Inputs

The manufacturing business is dependent on a number of key inputs and their related costs including raw materials 
and supplies related to product development and manufacturing operations. Any significant interruption or negative 
change in the availability or economics of the supply chain for key inputs could materially impact the Resulting 
Issuer’s business, financial condition, results of operations or prospects. Some of these inputs may only be available 
from a single supplier or a limited group of suppliers. If a sole source supplier was to go out of business, the 
Resulting Issuer might be unable to find a replacement for such source in a timely manner or at all. If a sole source 
supplier were to be acquired by a competitor, that competitor may elect not to sell to the Resulting Issuer in the 
future. Any inability to secure required supplies and services or to do so on appropriate terms could have a 
materially adverse impact on the business, financial condition, results of operations or prospects of the Resulting 
Issuer.
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Dependence on Suppliers and Skilled Labour

The ability of the Resulting Issuer to compete and grow will be dependent on it having access, at a reasonable cost 
and in a timely manner, to skilled labour, equipment, parts and components. No assurances can be given that the 
Resulting Issuer will be successful in maintaining its required supply of skilled labour, equipment, parts and 
components. It is also possible that the final costs of the major equipment contemplated by the Resulting Issuer’s 
capital expenditure plans may be significantly greater than anticipated by the Resulting Issuer’s management, and 
may be greater than funds available to the Resulting Issuer, in which circumstance the Resulting Issuer may curtail, 
or extend the timeframes for completing, its capital expenditure plans. This could have an adverse effect on the 
Resulting Issuer’s business, financial condition, results of operations or prospects.

Difficulty to Forecast

The Resulting Issuer must rely largely on its own market research to forecast sales as detailed forecasts are not 
generally obtainable from other sources at this early stage of the industry. A failure in the demand for its products to
materialize as a result of competition, technological change or other factors could have a material adverse effect on 
the business, results of operations, financial condition or prospects of the Resulting Issuer.

Management of Growth

The Resulting Issuer may be subject to growth-related risks including capacity constraints and pressure on its 
internal systems and controls. The ability of the Resulting Issuer to manage growth effectively will require it to 
continue to implement and improve its operational and financial systems and to expand, train and manage its 
employee base. The inability of the Resulting Issuer to deal with this growth may have a material adverse effect on 
the Resulting Issuer’s business, financial condition, results of operations or prospects.

Internal Controls

Effective internal controls are necessary for the Resulting Issuer to provide reliable financial reports and to help 
prevent fraud. Failure to implement required new or improved controls, or difficulties encountered in their 
implementation, could harm the Resulting Issuer’s results of operations or cause it to fail to meet its reporting 
obligations. If the Resulting Issuer or its auditors discover a material weakness, the disclosure of that fact, even if 
quickly remedied, could reduce the market’s confidence in the Resulting Issuer’s consolidated financial statements 
and materially adversely affect the trading price of the Resulting Issuer Common Shares.

Conflicts of Interest

Certain of the directors and officers of the Resulting Issuer are, or may become directors and officers of other 
companies, and conflicts of interest may arise between their duties as officers and directors of the Resulting Issuer 
and as officers and directors of such other companies.

Litigation

The Resulting Issuer may become party to litigation from time to time in the ordinary course of business which 
could adversely affect its business. Should any litigation in which the Resulting Issuer becomes involved be 
determined against the Resulting Issuer, such a decision could adversely affect the Resulting Issuer’s ability to 
continue operating and the market price for the Resulting Issuer Common Shares. Even if the Resulting Issuer is 
involved in litigation and wins, litigation can redirect significant company resources.

Intellectual Property Risks

The Resulting Issuer will have certain proprietary intellectual property, including but not limited to brands, 
trademarks, trade names, patents and proprietary processes. The Resulting Issuer will rely on this intellectual 
property, know-how and other proprietary information, and may require employees, consultants and suppliers to 
sign confidentiality agreements. However, any confidentiality agreement may be breached, and the Resulting Issuer 
may not have adequate remedies for such breaches. Third parties may independently develop substantially 
equivalent proprietary information without infringing upon any proprietary technology. Third parties may otherwise 
gain access to the Resulting Issuer’s proprietary information and adopt it in a competitive manner. Any loss of 
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intellectual property protection may have a material adverse effect on the Resulting Issuer’s business, results of 
operations or prospects.

As long as cannabis remains a Schedule I substance under U.S. federal law pursuant to the CSA, the benefit of 
certain federal laws and protections which may be available to most businesses, such as federal trademark and patent 
protection regarding the intellectual property of a business, may not be available to the Resulting Issuer. As a result, 
the Resulting Issuer’s intellectual property may never be adequately or sufficiently protected against the use or 
misappropriation by third-parties. In addition, since the regulatory framework of the cannabis industry is in a 
constant state of flux, the Resulting Issuer can provide no assurance that it will ever obtain any protection of its 
intellectual property, whether on a federal, state, provincial and/ or local level.

Fraudulent Or Illegal Activity by Employees, Contractors And Consultants

The Resulting Issuer is exposed to the risk that its employees, independent contractors and consultants may engage 
in fraudulent or other illegal activity. Misconduct by these parties could include intentional, reckless and/or 
negligent conduct or disclosure of unauthorized activities to the Resulting Issuer that violates: (i) government 
regulations; (ii) manufacturing standards; (iii) federal and provincial healthcare fraud and abuse laws and 
regulations; or (iv) laws that require the true, complete and accurate reporting of financial information or data. It 
may not always be possible for the Resulting Issuer to identify and deter misconduct by its employees and other 
third parties, and the precautions taken by the Resulting Issuer to detect and prevent this activity may not be 
effective in controlling unknown or unmanaged risks or losses or in protecting the Resulting Issuer from 
governmental investigations or other actions or lawsuits stemming from a failure to be in compliance with such laws 
or regulations. If any such actions are instituted against the Resulting Issuer, and it is not successful in defending 
itself or asserting its rights, those actions could have a significant impact on the Resulting Issuer’s business, 
including the imposition of civil, criminal and administrative penalties, damages, monetary fines, contractual 
damages, reputational harm, diminished profits and future earnings, and curtailment of the Resulting Issuer’s 
operations, any of which could have a material adverse effect on the Resulting Issuer’s business, financial condition, 
results of operations or prospects.

Information Technology Systems and Cyber-Attacks

The Resulting Issuer’s operations depend, in part, on how well it and its suppliers protect networks, equipment, IT 
systems and software against damage from a number of threats, including, but not limited to, cable cuts, damage to 
physical plants, natural disasters, intentional damage and destruction, fire, power loss, hacking, computer viruses, 
vandalism and theft. The Resulting Issuer’s operations also depend on the timely maintenance, upgrade and 
replacement of networks, equipment, IT systems and software, as well as pre-emptive expenses to mitigate the risks 
of failures. Any of these and other events could result in information system failures, delays and/or increase in 
capital expenses. The failure of information systems or a component of information systems could, depending on the 
nature of any such failure, adversely impact the Resulting Issuer’s reputation and results of operations.

The Resulting Issuer has not experienced any material losses to date relating to cyber-attacks or other information 
security breaches, but there can be no assurance that the Resulting Issuer will not incur such losses in the future. The
Resulting Issuer’s risk and exposure to these matters cannot be fully mitigated because of, among other things, the 
evolving nature of these threats. As a result, cyber security and the continued development and enhancement of 
controls, processes and practices designed to protect systems, computers, software, data and networks from attack, 
damage or unauthorized access is a priority. As cyber threats continue to evolve, the Resulting Issuer may be 
required to expend additional resources to continue to modify or enhance protective measures or to investigate and 
remediate any security vulnerabilities.

Security Breaches

Given the nature of the Resulting Issuer’s product and its lack of legal availability outside of channels approved by 
the Government of the United States, as well as the concentration of inventory in its facilities, despite meeting or 
exceeding all legislative security requirements, there remains a risk of shrinkage as well as theft. A security breach 
at one of the Resulting Issuer’s facilities could expose the Resulting Issuer to additional liability and to potentially 
costly litigation, increase expenses relating to the resolution and future prevention of these breaches and may deter 
potential patients from choosing the Resulting Issuer’s products.
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In addition, the Resulting Issuer may collect and store personal information about its patients and thus may be 
responsible for protecting that information from privacy breaches. A privacy breach may occur through procedural 
or process failure, information technology malfunction, or deliberate unauthorized intrusions. Theft of data for 
competitive purposes, particularly patient lists and preferences, is an ongoing risk whether perpetrated via employee 
collusion or negligence or through deliberate cyber-attack. Any such theft or privacy breach would have a material 
adverse effect on the Resulting Issuer’s business, financial condition and results of operations.

Market Price Volatility Risks

The market price of the Resulting Issuer Common Shares may be subject to wide fluctuations in response to many 
factors, including variations in the operating results of the Resulting Issuer, divergence in financial results from 
analysts’ expectations, changes in earnings estimates by stock market analysts, changes in the business prospects for 
the Resulting Issuer, general economic conditions, legislative changes, and other events and factors outside of the 
Resulting Issuer’s control. In addition, stock markets have from time to time experienced extreme price and volume
fluctuations, which, as well as general economic and political conditions, could adversely affect the market price for 
the Resulting Issuer Common Shares.

Operating Risks and Insurance

The Resulting Issuer’s operations will be subject to hazards inherent in the medical cannabis industry, such as 
equipment defects, malfunction and failures, natural disasters which result in fires, accidents and explosions that can 
cause personal injury, loss of life, suspension of operations, damage to facilities, business interruption and damage 
to or destruction of property, equipment and the environment, labour disputes, and changes in the regulatory 
environment. These risks could expose the Resulting Issuer to substantial liability for personal injury, wrongful 
death, property damage, pollution, and other environmental damages. The frequency and severity of such incidents 
will affect operating costs, insurability and relationships with customers, employees and regulators.

The Resulting Issuer will continuously monitor its operations for quality control and safety. However, there are no 
assurances that the Resulting Issuer’s safety procedures will always prevent such damages. Although the Resulting 
Issuer will maintain insurance coverage that it believes to be adequate and customary in the industry, there can be no 
assurance that such insurance will be adequate to cover its liabilities. In addition, there can be no assurance that the 
Resulting Issuer will be able to maintain adequate insurance in the future at rates it considers reasonable and 
commercially justifiable. The occurrence of a significant uninsured claim, a claim in excess of the insurance 
coverage limits then maintained by the Resulting Issuer, or a claim at a time when it is not able to obtain liability 
insurance, could have a material adverse effect on the Resulting Issuer, the Resulting Issuer’s ability to conduct 
normal business operations and on the Resulting Issuer’s business, financial condition, results of operations and cash 
flows in the future.

Uninsured or Uninsurable Risk

The Resulting Issuer may be subject to liability for risks against which it cannot insure or against which the 
Resulting Issuer may elect not to insure due to the high cost of insurance premiums or other factors. The payment of 
any such liabilities would reduce the funds available for the Resulting Issuer’s normal business activities. Payment 
of liabilities for which the Resulting Issuer does not carry insurance may have a material adverse effect on the 
Resulting Issuer’s financial position and operations.

Issuance of Debt

From time to time, the Resulting Issuer may enter into transactions to acquire assets or the shares of other 
organizations. These transactions may be financed in whole or in part with debt, which may increase the Resulting 
Issuer’s debt levels above industry standards for companies of similar size. Depending on future exploration and 
development plans, the Resulting Issuer may require additional equity and/or debt financing that may not be 
available or, if available, may not be available on favourable terms to the Resulting Issuer. Neither the Resulting 
Issuer’s notice of articles nor its articles will limit the amount of indebtedness that the Resulting Issuer may incur. 
As a result, the level of the Resulting Issuer’s indebtedness from time to time, could impair its ability to obtain 
additional financing on a timely basis to take advantage of business opportunities that may arise.
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Dilution

The Resulting Issuer may make future acquisitions or enter into financings or other transactions involving the 
issuance of securities of the Resulting Issuer which may be dilutive to the other shareholders and any new equity 
securities issued could have rights, preferences and privileges superior to those of holders of Resulting Issuer 
Common Shares or Resulting Issuer Compressed Shares.

Financial Projections May Prove Materially Inaccurate or Incorrect

The Resulting Issuer’s financial estimates, projections and other forward-looking information accompanying this 
Listing Statement were prepared by SVT and the Constituents without the benefit of reliable historical industry 
information or other information customarily used in preparing such estimates, projections and other forward-
looking information. Such forward-looking information is based on assumptions of future events that may or may 
not occur, which assumptions may not be disclosed in such documents. Investors should research SVT and the 
Constituents and become familiar with the assumptions underlying any estimates, projections or other forward-
looking information. Projections are inherently subject to varying degrees of uncertainty and their achievability 
depends on the timing and probability of a complex series of future events. There is no assurance that the 
assumptions upon which these projections are based will be realized. Actual results may differ materially from 
projected results for a number of reasons including increases in operation expenses, changes or shifts in regulatory 
rules, undiscovered and unanticipated adverse industry and economic conditions, and unanticipated competition. 
Accordingly, investors should not rely on any projections to indicate the actual results the Resulting Issuer might 
achieve. 

Certain Remedies and Rights to Indemnification may be Limited

The Resulting Issuer’s governing documents will provide that the liability of its board of directors and officers is 
eliminated to the fullest extent allowed under the laws of the Province of British Columbia and the federal laws of 
Canada applicable therein. Thus, the Resulting Issuer and the shareholders of the Resulting Issuer may be prevented 
from recovering damages for alleged errors or omissions made by the members of the board of directors of the 
Resulting Issuer and its officers. The Resulting Issuer’s governing documents will also provide that the Resulting 
Issuer will, to the fullest extent permitted by law, indemnify members of the board of directors of the Resulting 
Issuer and its officers for certain liabilities incurred by them by virtue of their acts on behalf of the Resulting Issuer.

Going-Concern Risk

The pro forma financial statements of the Resulting Issuer have been prepared on a going concern basis under which 
an entity is considered to be able to realize its assets and satisfy its liabilities in the ordinary course of business. The 
Resulting Issuer’s future operations are dependent upon the identification and successful completion of equity or 
debt financing and the achievement of profitable operations at an indeterminate time in the future. There can be no 
assurances that the Resulting Issuer will be successful in completing an equity or debt financing or in achieving 
profitability. The pro forma financial statements do not give effect to any adjustments relating to the carrying values 
and classification of assets and liabilities that would be necessary should the Resulting Issuer be unable to continue 
as a going concern.

Customer Acquisitions

The Resulting Issuer’s success depends on its ability to attract and retain customers. There are many factors which 
could impact the Resulting Issuer’s ability to attract and retain clients, including but not limited to the Resulting 
Issuer’s ability to continually produce desirable and effective products, the successful implementation of the 
Resulting Issuer’s client-acquisition plan and continued growth in the aggregate number of patients selecting 
medical cannabis as a treatment option. The Resulting Issuer’s failure to acquire and retain patients as customers 
would have a material adverse effect on the Resulting Issuer’s business, operating results and financial condition.

Credit Risk

The Resulting Issuer will be exposed to credit risk through its cash and cash equivalents. Credit risk arises from 
deposits with banks and outstanding receivables. The Resulting Issuer does not hold any collateral as security but 
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mitigates this risk by dealing only with what management believes to be financially sound counterparties and, 
accordingly, does not anticipate significant loss for non-performance.

Industry and Regulatory Risks

Regulatory Regime

The business and activities of the Resulting Issuer are heavily regulated in all jurisdictions where it will carry on 
business. The Resulting Issuer’s operations will be subject to various laws, regulations and guidelines by 
governmental authorities, particularly Health Canada, relating to the manufacture, marketing, management, 
transportation, storage, sale, pricing and disposal of medical cannabis and cannabis oil, and also including laws and 
regulations relating to health and safety, insurance coverage, the conduct of operations and the protection of the 
environment. Laws and regulations, applied generally, grant government agencies and self-regulatory bodies broad 
administrative discretion over the activities of the Resulting Issuer, including the power to limit or restrict business 
activities as well as impose additional disclosure requirements on the Resulting Issuer’s products and services. 
Achievement of the Resulting Issuer’s business objectives is contingent, in part, upon compliance with regulatory 
requirements enacted by governmental authorities and obtaining all regulatory approvals, where necessary, for the 
sale of its products. The Resulting Issuer cannot predict the impact of the compliance regime Health Canada is 
implementing for the Canadian medical cannabis industry. Similarly, the Resulting Issuer cannot predict the time 
required to secure all appropriate regulatory approvals for its products, or the extent of testing and documentation 
that may be required by governmental authorities. Any delays in obtaining, or failure to obtain regulatory approvals 
would significantly delay the development of markets and products and could have a material adverse effect on the 
business, results of operations and financial condition of the Resulting Issuer.

The Resulting Issuer will incur ongoing costs and obligations related to regulatory compliance in both Canada and 
the United States. Failure to comply with regulations may lead to possible sanctions including the revocation or 
imposition of additional conditions on licenses to operate the Resulting Issuer’s business, the suspension or 
expulsion from a particular market or jurisdiction or of its key personnel, and the imposition of fines and censures. 
In addition, changes in regulations, more vigorous enforcement thereof or other unanticipated events could require 
extensive changes to the Resulting Issuer’s operations, increased compliance costs or give rise to material liabilities, 
which could have a material adverse effect on the business, results of operations and financial condition of the 
Resulting Issuer.

Changes in Laws, Regulations and Guidelines

The Resulting Issuer’s operations will be subject to various laws, regulations, guidelines and licensing requirements 
relating to the production, manufacture, sale, distribution, management, transportation, storage and disposal of 
cannabis, as well as being subject to laws and regulations relating to health and safety, the conduct of operations and 
the protection of the environment, both in Canada, the United States and abroad. While the Resulting Issuer is 
expected to be in compliance with all such laws, any changes to such laws, regulations, guidelines and policies due 
to matters beyond the control of the Resulting Issuer could have a material adverse effect on the Resulting Issuer’s 
business, results of operations and financial condition. In particular, any amendment to or replacement of the 
ACMPR, including the enactment of the proposed Cannabis Act, may cause adverse effects to the Resulting Issuer’s 
operations.

On April 13, 2017, the Canadian Federal Government put forward proposed legislation, the Cannabis Act, outlining 
the framework for the legalization of adult use cannabis, as well as laws to address drug-impaired driving, protect 
public health and safety and prevent youth access to cannabis. The provincial and municipal governments have been 
given explicit authority by the Federal Government to provide regulations regarding retail and distribution, as well 
as the ability to alter some of the existing baselines, such as increasing the minimum age for purchase and 
consumption. On June 21, 2018, the Cannabis Act received Royal Assent and came into force on October 17, 2018. 
The ACMPR will continue to operate in tandem with the recreational regime, and will be re-evaluated within five 
years of the Cannabis Act coming into force. However, until all provinces have released their regulations regarding 
retail and distribution, it is still unclear what the landscape of the legalization regime will look like. Although the 
impact of such changes is uncertain and highly dependent on which specific laws or regulations are changed, the 
impact on the Resulting Issuer should be comparable to other companies in the same business as the Resulting
Issuer.
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Volatility of Industry Conditions

The demand, pricing and terms for the sale of medical cannabis largely depend upon the level of industry activity for 
Canada and, to a lesser extent, the development of the Canada medical cannabis markets. Industry conditions are 
influenced by numerous factors over which the Resulting Issuer has no control, including the level of medical 
cannabis prices, expectations about future medical cannabis prices and production, the cost of producing and 
delivering medical cannabis; any rates of declining current production, political, regulatory and economic 
conditions; alternative fuel requirements; and the ability of medical cannabis companies to raise equity capital or 
debt financing.

The level of activity in the Canadian medical cannabis industry is volatile. No assurance can be given that expected 
trends in medical cannabis production and sales activities will continue or that demand for medical cannabis will 
reflect the level of activity in the industry. Any prolonged substantial reduction in medical cannabis prices would 
likely affect medical cannabis production levels and therefore affect the demand for medical cannabis. A material 
decline in medical cannabis prices or Canada industry activity could have a material adverse effect on the Resulting 
Issuer’s business, financial condition, results of operations and cash flows.

New Well-Capitalized Entrants may Develop Large-Scale Operations

Currently, the cannabis industry generally is comprised of individuals and small to medium-sized entities, however, 
the risk remains that large conglomerates and companies who also recognize the potential for financial success 
through investment in this industry could strategically purchase or assume control of larger dispensaries and 
cultivation facilities. In doing so, these larger competitors could establish price setting and cost controls which 
would effectively “price out” many of the individuals and small to medium-sized entities who currently make up the 
bulk of the participants in the varied businesses operating within and in support of the medical cannabis industry. 
While the trend in most state laws and regulations seemingly deters this type of takeover, this industry remains quite 
nascent, so what the landscape will be in the future remains largely unknown, which in itself is a risk.

The Resulting Issuer’s proposed business plan is subject to all business risks associated with new business 
enterprises, including the absence of any significant operating history upon which to evaluate an investment. The 
likelihood of the Resulting Issuer’s success must be considered in light of the problems, expenses, difficulties, 
complications and delays frequently encountered in connection with the formation of a new business, the 
development of new strategy and the competitive environment in which the Resulting Issuer will operate. It is 
possible that the Resulting Issuer will incur losses in the future. There is no guarantee that the Resulting Issuer will 
be profitable.

Constraints on Marketing Products

The development of the Resulting Issuer’s business and operating results may be hindered by applicable restrictions 
on sales and marketing activities imposed by government regulatory bodies. The regulatory environment in Canada 
and the United States limits companies’ abilities to compete for market share in a manner similar to other industries. 
If the Resulting Issuer is unable to effectively market its products and compete for market share, or if the costs of 
compliance with government legislation and regulation cannot be absorbed through increased selling prices for its 
products, the Resulting Issuer’s sales and results of operations could be adversely affected.

Environmental Risk and Regulation

The Resulting Issuer’s operations are subject to environmental regulation in the various jurisdictions in which it will 
operate. These regulations mandate, among other things, the maintenance of air and water quality standards and land 
reclamation. They also set forth limitations on the generation, transportation, storage and disposal of solid and 
hazardous waste. Environmental legislation is evolving in a manner which will require stricter standards and 
enforcement, increased fines and penalties for non-compliance, more stringent environmental assessments of
proposed projects and a heightened degree of responsibility for companies and their officers, directors (or the 
equivalent thereof) and employees. There is no assurance that future changes in environmental regulation, if any, 
will not adversely affect the Resulting Issuer’s operations.

Government approvals and permits are currently, and may in the future, be required in connection with the Resulting 
Issuer’s operations. To the extent such approvals are required and not obtained, the Resulting Issuer may be
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curtailed or prohibited from its proposed production of medical cannabis or from proceeding with the development 
of its operations as currently proposed.

Failure to comply with applicable laws, regulations and permitting requirements may result in enforcement actions 
thereunder, including orders issued by regulatory or judicial authorities causing operations to cease or be curtailed, 
and may include corrective measures requiring capital expenditures, installation of additional equipment, or 
remedial actions. The Resulting Issuer may be required to compensate those suffering loss or damage by reason of 
its operations and may have civil or criminal fines or penalties imposed for violations of applicable laws or 
regulations.

Amendments to current laws, regulations and permits governing the production of medical cannabis, or more 
stringent implementation thereof, could have a material adverse impact on the Resulting Issuer and cause increases 
in expenses, capital expenditures or production costs or reduction in levels of production or require abandonment or 
delays in development.

Public Opinion and Perception

Government policy changes or public opinion may also result in a significant influence over the regulation of the 
cannabis industry in Canada, the United States or elsewhere. Public opinion and support for medical and adult-use 
cannabis has traditionally been inconsistent and varies from jurisdiction to jurisdiction. While public opinion and 
support appears to be rising for legalizing medical and adult-use cannabis, it remains a controversial issue subject to 
differing opinions surrounding the level of legalization (for example, medical cannabis as opposed to legalization in 
general). A negative shift in the public’s perception of cannabis in Canada, the United States or any other applicable 
jurisdiction could affect future legislation or regulation. Among other things, such a shift could cause state 
jurisdictions to abandon initiatives or proposals to legalize medical and/or adult-use cannabis, thereby limiting the 
number of new state jurisdictions into which the Resulting Issuer could expand. Any inability to fully implement the 
Resulting Issuer’s expansion strategy may have a material adverse effect on its business, results of operations or 
prospects.

Reliable Data on the Medical Cannabis Industry is not Available

As a result of recent and ongoing regulatory and policy changes in the medical cannabis industry, the market data 
available is limited and unreliable. Federal, state, and provincial laws prevent widespread participation and hinder 
market research. Therefore, market research and projections by the Resulting Issuer of estimated total retail sales, 
demographics, demand, and similar consumer research, are based on assumptions from limited and unreliable 
market data, and generally represent the personal opinions of what is expected to be the Resulting Issuer’s 
management team as of the date of this Listing Statement.

Economic Environment

The Resulting Issuer’s operations could be affected by the economic context should the unemployment level, 
interest rates or inflation reach levels that influence consumer trends, and consequently, impact the Resulting 
Issuer’s sales and profitability. As well, general demand for banking services and alternative banking or financial 
services cannot be predicted and future prospects of such areas might be different from those predicted by the 
Resulting Issuer’s management.

Global Financial Conditions

Following the onset of the credit crisis in 2008, global financial conditions were characterized by extreme volatility 
and several major financial institutions either went into bankruptcy or were rescued by governmental authorities. 
While global financial conditions subsequently stabilized, there remains considerable risk in the system given the 
extraordinary measures adopted by government authorities to achieve that stability. Global financial conditions 
could suddenly and rapidly destabilize in response to future economic shocks, as government authorities may have 
limited resources to respond to future crises.

Future economic shocks may be precipitated by a number of causes, including a rise in the price of oil, geopolitical 
instability and natural disasters. Any sudden or rapid destabilization of global economic conditions could impact the 
Resulting Issuer’s ability to obtain equity or debt financing in the future on terms favourable to the Resulting Issuer. 
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Additionally, any such occurrence could cause decreases in asset values that are deemed to be other than temporary, 
which may result in impairment losses. Further, in such an event, the Resulting Issuer’s operations and financial 
condition could be adversely impacted. 

Furthermore, general market, political and economic conditions, including, for example, inflation, interest and
currency exchange rates, structural changes in the cannabis industry, supply and demand for commodities, political 
developments, legislative or regulatory changes, social or labour unrest and stock market trends will affect the 
Resulting Issuer’s operating environment and its operating costs, profit margins and share price. Any negative 
events in the global economy could have a material adverse effect on the Resulting Issuer’s business, financial 
condition, results of operations or prospects.

Risks Specifically Related to the United States

Cannabis Continues to be a Controlled Substance under the United States Federal Controlled Substances Act

The Resulting Issuer will be directly engaged in the medical and adult-use cannabis industry in the U.S. where local 
state law permits such activities, however all such activities remain illegal under federal law in the U.S. Investors are 
cautioned that in the U.S., cannabis is highly regulated at the state level. To our knowledge, there are to date a total 
of 30 states, and the District of Columbia, Puerto Rico and Guam that have legalized medical cannabis in some 
form, including California, although not all states have fully implemented their cannabis regulatory programs. Nine 
states and the District of Columbia have legalized cannabis for adult use. Fifteen additional states have legalized 
high-CBD, low THC oils for a limited class of patients. Notwithstanding the permissive regulatory environment of 
cannabis at the state level, cannabis continues to be categorized as a Schedule I controlled substance under the CSA. 
Under United States federal law, a Schedule I drug is considered to have a high potential for abuse, no accepted 
medical use in the United States, and a lack of accepted safety for the use of the substance under medical 
supervision. Federal law prohibits commercial production and sale of all Schedule I controlled substances, and as 
such, cannabis-related activities, including without limitation, the importation, cultivation, manufacture, distribution, 
sale and possession of cannabis  remain illegal under U.S. federal law. It is also illegal to aid or abet such activities 
or to conspire or attempt to engage in such activities. Strict compliance with state and local laws with respect to 
cannabis may neither absolve the Resulting Issuer of liability under U.S. federal law, nor provide a defense to any 
federal proceeding brought against the Resulting Issuer. An investor’s contribution to and involvement in such 
activities may result in federal civil and/or criminal prosecution, including, but not limited to, forfeiture of his, her or 
its entire investment, fines, and/or imprisonment.

An appropriations rider contained in the fiscal years 2015, 2016, 2017, and 2018 Consolidated Appropriations Acts 
(formerly known as the “Rohrabacher-Farr” Amendment; now known as the “Rohrabacher-Blumenauer 
Amendment” and currently proposed for the next appropriations rider as the “Joyce Amendment”, referred to herein 
as the “Amendment”) provides budgetary constraints on the federal government’s ability to interfere with the 
implementation of state-based medical cannabis laws. The Ninth Circuit Court of Appeals has interpreted the 
language to mean that the DOJ cannot expend funds to prosecute state-law-abiding medical cannabis operators
complying strictly with their state’s medical cannabis laws. The Amendment prohibits the DOJ from using 
congressionally appropriated funds to prevent states from implementing their own medical cannabis laws. The 
current appropriations bill contains the Amendment but has not yet been passed in Congress. Continued 
reauthorization of the Amendment is predicated on future political developments and cannot be guaranteed. If the 
Amendment expires, federal prosecutors could prosecute even state-compliant medical cannabis operators for 
conduct within the five-year statute of limitations. The Amendment does not protection to state legal adult-use 
cannabis businesses and the DOJ may spend funds to prosecute persons that are operating in accordance with state 
adult use cannabis laws.

Violations of any federal laws and regulations could result in significant fines, penalties, administrative sanctions, 
convictions or settlements arising from civil proceedings conducted by either the federal government or private 
citizens, or criminal charges and penalties, including, but not limited to, disgorgement of profits, cessation of 
business activities, divestiture, or prison time. This could have a material adverse effect on the Resulting Issuer, 
including its reputation and ability to conduct business, its holding (directly or indirectly) of medical and adult-use 
cannabis licenses in the U.S., the listing of its securities on the CSE, its financial position, operating results, 
profitability or liquidity or the market price of its publicly traded shares. In addition, it is difficult for the Resulting 
Issuer to estimate the time or resources that would be needed for the investigation or defense of any such matters or 
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its final resolution because, in part, the time and resources that may be needed are dependent on the nature and 
extent of any information requested by the applicable authorities involved, and such time or resources could be 
substantial.

Approach to Federal Enforcement of Cannabis Laws may be Subject to Change

As a result of the conflicting views between state legislatures and the federal government regarding cannabis, 
investments in, and the operations of, cannabis businesses in the U.S. are subject to inconsistent laws and 
regulations. The Cole Memorandum issued by former Deputy Attorney General James Cole on August 29, 2013 and 
other Obama-era cannabis policy guidance, discussed below, provided the framework for managing the tension 
between federal and state cannabis laws. Subsequently, as discussed below, Attorney General Jeff Sessions 
rescinded the Cole Memorandum and related policy guidance. Although no longer in effect, these policies, and the 
enforcement priorities established within, appear to continue to be followed during the Trump administration and 
remain critical factors that inform the past and future trend of state-based legalization.

The Cole Memorandum directed U.S. Attorneys not to prioritize the enforcement of federal cannabis laws against 
individuals and businesses that comply with state medical or adult-use cannabis regulatory programs, provided 
certain enumerated enforcement priorities (such as diversion or sale of cannabis to minors) were not implicated. In 
addition to general prosecutorial guidance issued by the DOJ, the U.S. Department of the Treasury’s Financial 
Crimes Enforcement Network (“FinCEN”) issued a memorandum on February 14, 2014 outlining Bank Secrecy 
Act-compliant pathways for financial institutions to service state-sanctioned cannabis businesses, which echoed the 
enforcement priorities outlined in the Cole Memorandum (the “FinCEN Memorandum”). On the same day the 
FinCEN Memorandum was published, the DOJ issued complimentary policy guidance directing prosecutors to 
apply the enforcement priorities of the Cole Memorandum when determining whether to prosecute individuals or 
institutions with crimes related to financial transactions involving the proceeds of cannabis-related activities (the 
“Cole Banking Memorandum”).

On January 4, 2018 Attorney General Jeff Sessions rescinded the Cole Memorandum, the Cole Banking 
Memorandum, and all other related Obama-era DOJ cannabis enforcement guidance.  While the rescission did not 
change federal law, as the Cole Memorandum and other DOJ guidance documents were not themselves laws, the 
rescission removed the DOJ’s formal policy that state-regulated cannabis businesses in compliance with the Cole 
Memorandum guidelines should not be a prosecutorial priority. Notably, Attorney General Sessions’ rescission of 
the Cole Memorandum and the Cole Banking Memorandum has not affected the status of the FinCEN Memorandum 
issued by the Department of Treasury, which remains in effect. In addition to his rescission of the Cole 
Memorandum, Attorney General Sessions issued the Sessions Memorandum. The Sessions Memorandum explains 
the DOJ’s rationale for rescinding all past DOJ cannabis enforcement guidance, claiming that Obama-era 
enforcement policies are “unnecessary” due to existing general enforcement guidance adopted in the 1980s, in 
chapter 9.27.230 of the U.S. Attorney’s Manual (the “USAM”).  The USAM enforcement priorities, like those of the 
Cole Memorandum, are based on the use of the federal government’s limited resources and include “law 
enforcement priorities set by the Attorney General,” the “seriousness” of the alleged crimes, the “deterrent effect of 
criminal prosecution,” and “the cumulative impact of particular crimes on the community.” Although the Sessions 
Memorandum emphasizes that cannabis is a federally illegal Schedule I controlled substance, it does not otherwise 
instruct U.S. Attorneys to consider the prosecution of cannabis-related offenses a DOJ priority, and in practice, most 
U.S. Attorneys have not changed their prosecutorial approach to date. However, due to the lack of specific direction 
in the Sessions Memorandum as to the priority federal prosecutors should ascribe to such cannabis activities, there 
can be no assurance that the federal government will not seek to prosecute cases involving cannabis businesses that 
are otherwise compliant with state law.  On November 7, 2018, at President Donald Trump’s request, Jeff Sessions 
resigned from his position as Attorney General, and his Chief of Staff, Matthew Whitaker, a former U.S. Attorney 
for the Southern District of Iowa, was appointed Acting Attorney General.  It is unclear how this change may impact 
the state-legal cannabis industry in the U.S.  Previously, Acting Attorney General Whitaker criticized the Obama 
Administration for choosing not to prosecute violations of federal law in states with legal marijuana programs.40

However, we cannot predict the impact that this appointment will have on federal enforcement priorities due to a 

                                                          

40 https://www.forbes.com/sites/kriskrane/2018/11/09/trumps-pick-for-next-ag-could-signal-his-intentions-on-cannabis-
reform/#73567cb7276d
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number of uncertainties including, without limitation, the likelihood that Mr. Whitaker will remain in this role 
beyond serving as Acting Attorney General.

Such potential proceedings could involve significant restrictions being imposed upon the Resulting Issuer or third 
parties, while diverting the attention of key executives. Such proceedings could have a material adverse effect on the 
Resulting Issuer’s business, revenues, operating results and financial condition as well as the Resulting Issuer’s 
reputation and prospects, even if such proceedings were concluded successfully in favour of the Resulting Issuer. In 
the extreme case, such proceedings could ultimately involve the criminal prosecution of key executives of the 
Resulting Issuer, the seizure of corporate assets, and consequently, the inability of the Resulting Issuer to continue 
its business operations. Strict compliance with state and local laws with respect to cannabis does not absolve the 
Resulting Issuer of potential liability under U.S. federal law, nor provide a defense to any federal proceeding which 
may be brought against the Resulting Issuer. Any such proceedings brought against the Resulting Issuer may 
adversely affect the Resulting Issuer’s operations and financial performance.

Uncertainty Surrounding Existing Protection from U.S. Federal Prosecution

Pursuant to the Amendment, which was renewed in September, 2018 as part of a continuing budget resolution for 
the DOJ and other federal agencies, and will remain in effect until December 7, 2018, the DOJ was prohibited from 
expending any funds to prevent states from implementing their own medical cannabis laws. If the Amendment or an 
equivalent thereof is not successfully included in the next or any subsequent federal omnibus spending bill, the 
protection which has been afforded thereby to U.S. medical cannabis businesses in the past would lapse, and such 
businesses would be subject to a higher risk of prosecution under federal law. Although unlikely, there is a 
possibility that all amendments may be banned from federal omnibus spending bills, and if this occurs and the 
substantive provisions of the are not included in the base federal omnibus spending bill or other law, these 
protections would lapse.

Risks Associated with Banking, Financial Transactions, and Anti-Money Laundering Laws and Regulations

The Resulting Issuer will be subject to a variety of laws and regulations domestically and in the U.S. that involve 
money laundering, financial recordkeeping and proceeds of crime, including the Bank Secrecy Act, as amended by 
Title III of the Uniting and Strengthening America by Providing Appropriate Tools Required to Intercept and 
Obstruct Terrorism Act of 2001 (USA PATRIOT Act), the Proceeds of Crime (Money Laundering) and Terrorist 
Financing Act (Canada), as amended and the rules and regulations thereunder, the Criminal Code (Canada) and any 
related or similar rules, regulations or guidelines, issued, administered or enforced by governmental authorities in 
the U.S. and Canada. Since the cultivation, manufacture, distribution and sale of cannabis remains illegal under the 
Controlled Substances Act, banks and other financial institutions providing services to cannabis-related businesses 
risk violation of federal anti-money laundering statutes (18 U.S.C. §§ 1956 and 1957), the unlicensed money-
remitter statute (18 U.S.C. § 1960) and the Bank Secrecy Act, among other applicable federal statutes. Banks or 
other financial institutions that provide cannabis businesses with financial services such as a checking account in 
violation of the Bank Secrecy Act could be criminally prosecuted for willful violations of money laundering statutes, 
in addition to being subject to other criminal, civil, and regulatory enforcement actions. Banks often refuse to 
provide banking services to businesses involved in the cannabis industry due to the present state of the laws and 
regulations governing financial institutions in the U.S. The lack of banking and financial services presents unique 
and significant challenges to businesses in the cannabis industry. The potential lack of a secure place in which to 
deposit and store proceeds, the inability to pay creditors through the issuance of checks and the inability to secure 
traditional forms of operational financing, such as lines of credit, are some of the many challenges presented by the 
unavailability of traditional banking and financial services. These statutes can impose criminal liability for engaging 
in certain financial and monetary transactions with the proceeds of a “specified unlawful activity” such as 
distributing controlled substances which are illegal under federal law, including cannabis, and for failing to identify 
or report financial transactions that involve the proceeds of cannabis-related violations of the Controlled Substances 
Act. The Resulting Issuer may also be exposed to the foregoing risks.

As previously introduced, in February 2014, FinCEN issued the FinCEN Memorandum providing instructions to 
banks seeking to provide services to cannabis-related businesses. The FinCEN Memorandum states that in some 
circumstances, it is permissible for banks to provide services to cannabis-related businesses without risking 
prosecution for violation of the Bank Secrecy Act. It refers to supplementary guidance that former Deputy Attorney 
General James M. Cole issued to federal prosecutors relating to the prosecution of money laundering offenses 
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predicated on cannabis-related violations of the Controlled Substances Act. Although the FinCEN Memorandum
remains in effect today, it is unclear at this time whether the current administration will follow the guidelines of the 
FinCEN Memorandum. Overall, the DOJ continues to have the right and power to prosecute crimes committed by 
banks and financial institutions, such as money laundering and violations of the Bank Secrecy Act, that occur in any 
state, including in states that have legalized the applicable conduct and the DOJ’s current enforcement priorities 
could change for any number of reasons. A change in the DOJ’s enforcement priorities could result in the DOJ 
prosecuting banks and financial institutions for crimes that previously were not prosecuted. If the Resulting Issuer 
does not have access to the U.S. banking system, its business and operations could be adversely affected. 

Other potential violations of federal law resulting from cannabis-related activities include the Racketeer Influenced 
Corrupt Organizations Act (“RICO”). RICO is a federal statute providing criminal penalties in addition to a civil 
cause of action for acts performed as part of an ongoing criminal organization. Under RICO, it is unlawful for any 
person who has received income derived from a pattern of racketeering activity (which includes most felonious 
violations of the CSA), to use or invest any of that income in the acquisition of any interest, or the establishment or 
operation of, any enterprise which is engaged in interstate commerce.  RICO also authorizes private parties whose 
properties or businesses are harmed by such patterns of racketeering activity to initiate a civil action against the 
individuals involved. Although RICO suits against the cannabis industry are rare, a few cannabis businesses have 
been subject to a civil RICO action. Defending such a case has proven extremely costly, and potentially fatal to a 
business’ operations.

In the event that any of the Resulting Issuer’s operations, or any proceeds thereof, any dividends or distributions 
therefrom, or any profits or revenues accruing from such operations in the United States were found to be in 
violation of money laundering legislation or otherwise, such transactions may be viewed as proceeds of crime under 
one or more of the statutes noted above or any other applicable legislation. This could restrict or otherwise 
jeopardize our ability to declare or pay dividends, effect other distributions or subsequently repatriate such funds 
back to Canada, and subject the Resulting Issuer to civil and/or criminal penalties. Furthermore, while there are no 
current intentions to declare or pay dividends on the Resulting Issuer Common Shares or the Resulting Issuer 
Compressed Shares in the foreseeable future, in the event that a determination was made that the Resulting Issuer’s 
proceeds from operations (or any future operations or investments in the United States) could reasonably be shown 
to constitute proceeds of crime, we may decide or be required to suspend declaring or paying dividends without 
advance notice and for an indefinite period of time. The Resulting Issuer could likewise be required to suspend or 
cease operations entirely. 

Federal and State Forfeiture Laws

Violations of any federal laws and regulations could result in significant fines, penalties, administrative sanctions, 
convictions or settlements arising from civil proceedings conducted by either the federal government or private 
citizens, or criminal charges, including, but not limited to, seizure of assets, disgorgement of profits, cessation of 
business activities or divestiture. As an entity that conducts business in the cannabis industry, the Resulting Issuer 
will be potentially subject to federal and state forfeiture laws (criminal and civil) that permit the government to seize 
the proceeds of criminal activity. Civil forfeiture laws could provide an alternative for the federal government or any 
state or local police force that wants to discourage residents from conducting transactions with cannabis related 
businesses but believes criminal liability is too difficult to prove beyond a reasonable doubt. Also, an individual can 
be required to forfeit property considered to be the proceeds of a crime even if the individual is not convicted of the 
crime, and the standard of proof in a civil forfeiture matter is lower than the standard in a criminal matter. 
Depending on the applicable law, whether federal or state, rather than having to establish liability beyond a 
reasonable doubt, the federal government or the state, as applicable, may be required to prove that the money or 
property at issue is proceeds of a crime only by either clear and convincing evidence or a mere preponderance of the 
evidence.

Members of the Resulting Issuer located in states where cannabis remains illegal may be at risk of prosecution under 
federal and/or state conspiracy, aiding and abetting, and money laundering statutes, and be at further risk of losing 
their investments or proceeds under forfeiture statutes. Many states remain fully able to take action to prevent the 
proceeds of cannabis businesses from entering their state. Because state legalization is relatively new, it remains to 
be seen whether these states would take such action and whether a court would approve it. Members and prospective 
members of the Resulting Issuer should be aware of these potentially relevant federal and state laws in considering 
whether to invest in the Resulting Issuer.
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Risk of Heightened Scrutiny by Regulatory Authorities

For the reasons set forth above, intended operations of the Resulting Issuer (and currently of the Constituents) in the 
United States, and any future operations or investments, may become the subject of heightened scrutiny by 
regulators, stock exchanges and other authorities in Canada. As a result, the Resulting Issuer may be subject to 
significant direct and indirect interaction with public officials. There can be no assurance that this heightened 
scrutiny will not in turn lead to the imposition of certain restrictions on our ability to operate or invest in the United 
States or any other jurisdiction, in addition to those described herein.

It has been reported by certain publications in Canada that The Canadian Depository for Securities Limited is 
considering a policy shift that would see its subsidiary, CDS, refuse to settle trades for cannabis issuers that have 
investments in the United States. CDS is Canada’s central securities depository, clearing and settlement hub settling 
trades in the Canadian equity, fixed income and money markets. CDS or its parent company has not issued any 
public statement in regard to these reports. If CDS were to proceed in the manner suggested by these publications, 
and apply such a policy to the Resulting Issuer, it would have a material adverse effect on the ability of holders of 
Resulting Issuer Common Shares to make trades. In particular, the Resulting Issuer Common Shares would become 
highly illiquid as investors would have no ability to effect a trade of the Resulting Issuer Common Shares through 
the facilities of a stock exchange.

In the United States, many clearing houses for major broker-dealer firms, including Pershing LLC, the largest 
clearing, custody and settlement firm in the United States, have refused to handle securities or settle transactions of 
companies engaged in cannabis related business. Many other clearing firms have taken a similar approach. This 
means that certain broker-dealers cannot accept for deposit or settle transactions in the securities of companies, 
which may inhibit the ability of investors to trade in our securities and could negatively affect the liquidity of our 
securities.

In addition, on November 24, 2017, the TMX Group provided an update regarding issuers with cannabis-related 
activities in the United States and confirmed that TMX Group will rely on the Canadian Securities Administrators’ 
recommendation to defer to individual exchange’s rules for companies that have cannabis-related activities in the 
United States and to determine the eligibility of individual issuers to list based on those exchanges’ listing 
requirements. On February 8, 2018, CDS signed a memorandum (the “CDS MOU”) with the Exchanges. The CDS 
MOU outlines CDS’ and the Exchanges’ understanding of Canada’s regulatory framework applicable to the rules 
and procedures and regulatory oversight of the Exchanges and CDS. The CDS MOU confirms, with respect to the 
clearing of listed securities, that CDS relies on the Exchanges to review the conduct of listed issuers. As a result, 
there currently is no CDS ban on the clearing of securities of issuers with cannabis-related activities in the U.S. 
However, if CDS were to proceed in the manner suggested by these publications, and apply such a policy to the 
Resulting Issuer, it would have a material adverse effect on the ability of Resulting Issuer Common Shares to make 
trades. In particular, the Resulting Issuer Common Shares would become highly illiquid as investors would have no 
ability to effect a trade of Resulting Issuer Common Shares through the facilities of a stock exchange.

Any restrictions imposed by the CSE or other applicable exchange on the business of the Resulting Issuer and/or the 
potential delisting of the Resulting Issuer Common Shares from the CSE or other applicable exchange would have a 
material adverse effect on the Resulting Issuer and on the ability of holders of Resulting Issuer Common Shares to 
make trades.

Negative Impact of Regulatory Scrutiny on Raising Capital

The Resulting Issuer’s business activities will rely on newly established and/or developing laws and regulations in 
multiple jurisdictions. These laws and regulations are rapidly evolving and subject to change with minimal notice. 
Regulatory changes may adversely affect the Resulting Issuer’s profitability or cause it to cease operations entirely. 
The cannabis industry may come under the scrutiny or further scrutiny by the U.S. Food and Drug Administration, 
Securities and Exchange Commission, the DOJ, the Financial Industry Regulatory Authority or other applicable 
federal, state, or non-governmental regulatory authorities or self-regulatory organizations that supervise or regulate 
the production, distribution, sale or use of cannabis for medical or non-medical purposes in the U.S. It is impossible 
to determine the extent of the impact of any new laws, regulations or initiatives that may be proposed, or whether 
any proposals will become law. The regulatory uncertainty surrounding the Resulting Issuer’s industry may 
adversely affect the business and operations of the Resulting Issuer, including without limitation, the costs to remain 
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compliant with applicable laws and the impairment of its ability to raise additional capital, create a public trading 
market in the U.S. for securities of the Resulting Issuer or to find a suitable acquirer, which could reduce, delay or 
eliminate any return on investment in the Resulting Issuer.

Risk of Regulatory or Political Change

The success of the Resulting Issuer’s business strategy depends on the legality of the cannabis industry. The political 
environment surrounding the cannabis industry in general can be volatile and the regulatory framework remains in 
flux. To our knowledge, there are to date a total of 30 states and the District of Columbia, Puerto Rico and Guam 
that have legalized cannabis in some form, including California, and additional states have pending legislation 
regarding the same; however, the risk remains that a shift in the regulatory or political realm could occur and have a 
drastic impact on the industry as a whole, adversely impacting the Resulting Issuer’s business, results of operations, 
financial condition or prospects. 

Delays in enactment of new state or federal regulations could restrict the Resulting Issuer’s ability to reach strategic 
growth targets and lower return on investor capital. The strategic growth strategy of the Resulting Issuer is reliant 
upon certain federal and state regulations being enacted to facilitate the legalization of medical and adult-use 
cannabis. If such regulations are not enacted, or enacted but subsequently repealed or amended, or enacted with 
prolonged phase-in periods, the growth targets of the Resulting Issuer, and thus, the effect on the return of investor 
capital, could be detrimental. We are unable to predict with certainty when and how the outcome of these complex 
regulatory and legislative proceedings will affect its business and growth.

Further, there is no guaranty that state laws legalizing and regulating the sale and use of cannabis will not be 
repealed or overturned, or that local governmental authorities will not limit the applicability of state laws within 
their respective jurisdictions. If the federal government begins to enforce federal laws relating to cannabis in states 
where the sale and use of cannabis is currently legal, or if existing applicable state laws are repealed or curtailed, the 
Resulting Issuer’s business, results of operations, financial condition and prospects would be materially adversely 
affected. It is also important to note that local and city ordinances may strictly limit and/or restrict disbursement of 
cannabis in a manner that will make it extremely difficult or impossible to transact business that is necessary for the 
continued operation of the cannabis industry. Federal actions against individuals or entities engaged in the cannabis 
industry or a repeal of applicable cannabis related legislation could adversely affect the Resulting Issuer and its 
business, results of operations, financial condition and prospects.

The Resulting Issuer is aware that multiple states are considering special taxes or fees on businesses in the cannabis 
industry. It is a potential yet unknown risk at this time that other states are in the process of reviewing such 
additional fees and taxation. This could have a material adverse effect upon the Resulting Issuer’s business, results 
of operations, financial condition or prospects.

The commercial, medical and adult-use cannabis industries are in their infancy and the Resulting Issuer anticipates
such regulations will be subject to change as the jurisdictions in which the Resulting Issuer will carry on business 
matures. The Resulting Issuer expects to put in place a detailed compliance program which will oversee, maintain, 
and implement the compliance program and personnel. In addition to its robust legal and compliance departments, 
the Resulting Issuer also has local regulatory/compliance counsel engaged in every jurisdiction in which it operates. 
The Resulting Issuer’s compliance program emphasizes security and inventory control to ensure strict monitoring of 
cannabis and inventory from delivery by a licensed distributor to sale or disposal. Additionally, the Resulting Issuer 
will create comprehensive standard operating procedures that include detailed descriptions and instructions for 
monitoring inventory at all stages of development and distribution. The Resulting Issuer will continue to monitor 
compliance on an ongoing basis in accordance with its compliance program, standard operating procedures, and any 
changes to regulation in the cannabis industry.

Overall, the medical and adult-use cannabis industry is subject to significant regulatory change at both the state and 
federal level. The inability of the Resulting Issuer to respond to the changing regulatory landscape may cause it to 
not be successful in capturing significant market share and could otherwise harm its business, results of operations, 
financial condition or prospects.
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General Regulatory Risks

The Resulting Issuer’s business will be subject to a variety of laws, regulations and guidelines relating to the 
manufacture, management, transportation, storage and disposal of cannabis, including laws and regulations relating 
to health and safety, the conduct of operations and the protection of the environment. Achievement of the Resulting 
Issuer’s business objectives will be contingent, in part, upon compliance with applicable regulatory requirements 
and obtaining all requisite regulatory approvals. Changes to such laws, regulations and guidelines due to matters 
beyond the control of the Resulting Issuer may cause adverse effects to the Resulting Issuer.

The Resulting Issuer will be required to obtain or renew further government permits and licenses for its 
contemplated operations. Obtaining, amending or renewing the necessary governmental permits and licenses can be 
a time-consuming process potentially involving numerous regulatory agencies, involving public hearings and costly 
undertakings on the Resulting Issuer’s part. The duration and success of the Resulting Issuer’s efforts to obtain, 
amend and renew permits and licenses will be contingent upon many variables not within its control, including the 
interpretation of applicable requirements implemented by the relevant permitting or licensing authority. The 
Resulting Issuer may not be able to obtain, amend or renew permits or licenses that are necessary to its operations. 
Any unexpected delays or costs associated with the permitting and licensing process could impede the ongoing or 
proposed operations of the Resulting Issuer. To the extent permits or licenses are not obtained, amended or renewed, 
or are subsequently suspended or revoked, the Resulting Issuer may be curtailed or prohibited from proceeding with 
its ongoing operations or planned development and commercialization activities. Such curtailment or prohibition 
may result in a material adverse effect on the Resulting Issuer’s business, financial condition, results of operations or 
prospects.

There is no assurance that the Resulting Issuer’s licenses will be renewed by each applicable regulatory authority in 
the future in a timely manner. Any unexpected delays or costs associated with the licensing renewal process for any 
of the licenses held by the Resulting Issuer could impede the ongoing or planned operations of the Resulting Issuer 
and have a material adverse effect on the Resulting Issuer’s business, financial condition, results of operations or 
prospects.

The Resulting Issuer may become involved in a number of government or agency proceedings, investigations and 
audits. The outcome of any regulatory or agency proceedings, investigations, audits, and other contingencies could 
harm the Resulting Issuer’s reputation, require the Resulting Issuer to take, or refrain from taking, actions that could 
harm its operations or require the Resulting Issuer to pay substantial amounts of money, harming its financial 
condition. There can be no assurance that any pending or future regulatory or agency proceedings, investigations 
and audits will not result in substantial costs or a diversion of management’s attention and resources or have a 
material adverse impact on the Resulting Issuer’s business, financial condition, results of operations or prospects.

Differing Local Rules and Regulations May Limit Ability to Expand into New Markets

Expansion of the Resulting Issuer’s business into new markets, particularly in localities within California, Florida, 
Oregon and Washington with different rules and regulations or distant from then-existing operations, may not 
succeed. Any such expansion may expose the Resulting Issuer to new operational, regulatory and/or legal risks. In 
addition, expanding into new localities may subject the Resulting Issuer to unfamiliar or uncertain local rules and 
regulations that may adversely affect the operations of the Resulting Issuer. For example, different localities may 
impose different rules on how cannabis may be cultivated, manufactured, processed, distributed and/or transported. 
Each of the political subdivisions of California, Florida, Oregon and Washington currently has or may in the future
obtain the right to subject participants in the cannabis industry operating within its jurisdiction to its own set of rules 
and regulations regarding the acquisition and maintenance of required licenses, and the conduct of business, 
including prohibiting such operations and business in full or in part, regardless of the rules and regulations of 
adjacent political subdivisions. Newly entered localities may also have competitive conditions, consumer 
preferences and spending patterns that are more difficult to predict or satisfy than the existing markets.

Re-classification of Cannabis in the United States

If cannabis and/or CBD is re-categorized as a Schedule II or lower controlled substance, the ability to conduct 
research on the medical benefits of cannabis would most likely be improved; however, rescheduling cannabis may 
materially alter enforcement policies across many federal agencies, primarily the U.S. Food and Drug 
Administration (the “FDA”).  The FDA is responsible for ensuring public health and safety through regulation of 
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food, drugs, supplements, and cosmetics, among other products, through its enforcement authority pursuant to the 
Federal Food Drug and Cosmetic Act (“FFDCA”). The FDA’s responsibilities include regulating the ingredients as 
well as the marketing and labeling of drugs sold in interstate commerce. Because cannabis is federally illegal to 
produce and sell, and because it has no federally recognized medical uses, the FDA has historically deferred 
enforcement related to cannabis to the DEA; however, the FDA has enforced the FFDCA with regard to hemp-
derived products, especially CBD, sold outside of state-regulated cannabis businesses.  If cannabis were to be 
rescheduled to a federally controlled, yet legal, substance, the FDA would likely play a more active regulatory role. 
Further, in the event that the pharmaceutical industry directly competes with state-regulated cannabis businesses for 
market share, as could potentially occur with rescheduling, the pharmaceutical industry may urge the DEA, FDA, 
and others to enforce the CSA and FFDCA against businesses that comply with state but not federal law. The 
potential for multi-agency enforcement post-rescheduling could threaten or have a materially adverse effect on the 
operations of existing state-legal cannabis businesses, including the Resulting Issuer.

Availability of U.S. Federal Patent and Trademark Protection

As long as cannabis remains illegal under U.S. federal law, the benefit of certain federal laws and protections which 
may be available to most businesses, such as federal trademark and patent protection regarding the intellectual 
property of a business, may not be available to the Resulting Issuer. As a result, the Resulting Issuer’s intellectual 
property may never be adequately or sufficiently protected against the use or misappropriation by third-parties. In 
addition, since the regulatory framework of the cannabis industry is in a constant state of flux, the Resulting Issuer 
can provide no assurance that it will ever obtain any protection of its intellectual property, whether on a federal, state 
or local level.

Reliance on Third-Party Suppliers

The Resulting Issuer will be reliant on third-party suppliers to develop and manufacture its products. Due to the 
uncertain regulatory landscape for regulating cannabis in the United States, the Resulting Issuer’s third party 
suppliers, manufacturers and contractors may elect, at any time, to decline or withdraw services necessary for the 
Resulting Issuer’s operations. Loss of these suppliers, manufacturers and contractors may have a material adverse 
effect on the Resulting Issuer’s business and operational results.

Enforceability of Contracts

Due to the nature of the Resulting Issuer’s intended business and the fact that its contracts will involve cannabis and 
other activities that are not legal under U.S. federal law and in some jurisdictions, the Resulting Issuer may face 
difficulties in enforcing its contracts in federal and certain state courts. The inability to enforce any of the Resulting 
Issuer’s contracts could have a material adverse effect on the Resulting Issuer’s business, operating results, financial 
condition or prospects.

Potential Disclosure of Personal Information

Sea Hunter and its Affiliates (including Sea Hunter Holdings and Sea Hunter Capital Management) currently own, 
manage, or provide services to or may in the future acquire interests, manage, or provide services to various U.S. 
state licensed cannabis operations. Acquiring even a minimal and/or indirect interest in a U.S. state-licensed 
cannabis business can trigger requirements to disclose investors’ personal information. While these requirements 
vary by jurisdiction, some require interest holders to apply for regulatory approval and to provide tax returns, 
compensation agreements, fingerprints for background checks, criminal history records and other documents and 
information. Some states require disclosures of directors, officers and holders of more than a certain percentage of 
equity of the applicant. While certain states include exceptions for investments in publicly traded entities, not all 
states do so, and some such exceptions are confined  to companies traded on a U.S. securities exchange. If these 
regulations were to extend to the Resulting Issuer, investors would be required to comply with such regulations, or 
face the possibility that the relevant cannabis license could be revoked or cancelled by the state licensing authority.
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Market and Other Risks

Volatility in the Market Price of the Resulting Issuer’s Securities

The Resulting Issuer Common Shares are expected to be listed on the CSE. Securities of cannabis companies have 
experienced substantial volatility in the past, often based on factors unrelated to the financial performance or 
prospects of the companies involved. These factors include macroeconomic developments in North America and 
globally, currency fluctuations and market perceptions of the attractiveness of particular industries. The price of the 
Resulting Issuer Common Shares is also likely to be significantly affected by short-term changes in cannabis, by the 
Resulting Issuer’s financial condition or results of operations as reflected in its quarterly financial statements and by 
other operational and regulatory matters. As a result of any of these factors, the market price of the Resulting Issuer 
Common Shares at any given point in time may not accurately reflect their long-term value.

Price Volatility of Publicly Traded Securities

In recent years, the securities markets in the United States and Canada have experienced a high level of price and 
volume volatility, and the market prices of securities of many companies have experienced wide fluctuations in price 
which have not necessarily been related to the operating performance, underlying asset values or prospects of such 
companies. There can be no assurance that continual fluctuations in price will not occur. The market for the 
Resulting Issuer Common Shares will be subject to market trends generally, notwithstanding any potential business 
of the Resulting Issuer. The value of the Resulting Issuer Common Shares will be affected by such volatility.

Conversion Limitations on Resulting Issuer Compressed Shares

The Resulting Issuer Compressed Shares are subject to conversion limitations, which prevent the holders of 
Resulting Issuer Compressed Shares from converting such Resulting Issuer Compressed Shares into Resulting Issuer 
Common Shares. These restrictions are based on the number of outstanding voting shares (Resulting Issuer 
Common Shares and Resulting Issuer Compressed Shares) issued and outstanding and the number of such voting 
shares that are held by U.S. Residents. The Resulting Issuer shall not affect any conversion of Resulting Issuer 
Compressed Shares, and the holders of such Resulting Issuer Compressed Shares may not convert such Resulting 
Issuer Compressed Shares into Resulting Issuer Common Shares, to the extent that, after giving effect to all 
permitted issuances after such conversions or exercises, as applicable, the aggregate number of voting shares held of 
record, directly or indirectly, by U.S. Residents would exceed forty percent (40%) of the aggregate number of voting 
shares of the Resulting Issuer issued and outstanding after giving effect to such conversions. See “Description of 
Securities – Conversion Restrictions” above for more information about the conversion restrictions and the manner 
in which the restriction is calculated.

The restrictions on conversion of the Resulting Issuer Compressed Shares will materially limit the timeframe in 
which a holder of Resulting Issuer Compressed Shares could convert their Resulting Issuer Compressed Shares into 
Resulting Issuer Common Shares, and accordingly the rate of such conversion and total number of Resulting  Issuer 
Common Shares to be acquired each relevant fiscal quarter. Since only the Resulting Issuer Common Shares (and 
not the Resulting Issuer Compressed Shares) are anticipated to be listed on the CSE, these restrictions on conversion 
will materially limit the liquidity of the Resulting Issuer Compressed Shares and could adversely affect the value of 
Resulting Issuer Compressed Shares.

Tax Risks

Taxable Income of the Resulting Issuer may be subject to tax in both the United States and Canada

As indicated more fully in the discussion under the heading “Certain United States Federal Income Tax 
Considerations” in the Information Circular, TILT and SVT believe that the Resulting Issuer should be treated as a 
U.S. domestic corporation for U.S. federal income tax purposes following the Business Combination. The Resulting 
Issuer will also be a Taxable Canadian Corporation for purposes of the Tax Act. As a result, and subject to the 
discussion below, if the Resulting Issuer has any taxable income, it would be subject to both Canadian and United 
States federal income tax on such income, which could give rise to double tax because it is unlikely that tax paid to 
one country will be creditable against the tax owed to the other country, and a deduction, if available, would not 
fully offset the tax liability.
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Under United States federal income tax law, Section 280E of the Internal Revenue Code, as amended, prohibits 
businesses from deducting certain expenses associated with trafficking controlled substances (within the meaning of 
Schedule I and II of the Controlled Drugs and Substances Act). The IRS has invoked Section 280E tax audits against 
various cannabis businesses in the U.S. that are permitted under applicable state laws. Although the IRS issued a 
clarification allowing the deduction of certain expenses, the scope of such items is interpreted very narrowly and the 
bulk of operating costs and general administrative costs are not permitted to be deducted. While there are currently 
several pending cases before various administrative and federal courts challenging these restrictions, there is no 
guarantee that these courts will issue an interpretation of Section 280E favorable to cannabis businesses.

U.S. states and localities may impose excise, cultivation, sales and use and other similar taxes on cannabis 
businesses or their customers. For example, California law imposes an excise tax to be paid by the end-consumer 
and the dispensary; and a cultivation tax to be paid by cultivators on all harvested cannabis that enters the 
commercial market, in addition to any sales and use tax at the state and local level. The tax regime that is applicable 
to the Resulting Issuer’s business will have a direct impact on its operations and profitability and, in extreme cases, 
may make pursuing the Resulting Issuer’s expected business plan a futile endeavor.

Under Canadian income tax law, the Resulting Issuer’s income for purposes of the Tax Act will include any FAPI 
realized by a CFA of the Resulting Issuer and any dividends received from a Foreign Affiliate of the Resulting 
Issuer. For this purpose, each of the Resulting Issuer’s wholly-owned subsidiaries will be a Foreign Affiliate and a 
CFA.

Any FAPI earned by a CFA of the Resulting Issuer must be included in computing the Resulting Issuer’s income for 
the taxation year of the Resulting Issuer in which the taxation year of the CFA ends, whether or not the Resulting 
Issuer actually receives a distribution of FAPI in the taxation year. To the extent that foreign tax (i.e., U.S. tax) is 
paid by the CFA in respect of the FAPI, the Resulting Issuer will be entitled to claim a deduction against the FAPI 
for grossed-up Foreign Accrual Tax as computed in accordance with the Tax Act. The adjusted cost base to the 
Resulting Issuer of the shares of the first-tier CFA in the ownership chain holding the CFA that realized the FAPI 
will be increased by the net amount included in the Resulting Issuer’s income in respect of the FAPI. At such time 
as the Resulting Issuer receives a dividend of amounts that were previously included in its income as FAPI, there 
will be a corresponding reduction in the adjusted cost base to the Resulting Issuer of the shares of the first-tier CFA 
and distributions received by the Resulting Issuer will not generally be subject to additional tax under the Tax Act.

The Resulting Issuer may also receive dividends from a Foreign Affiliate. For the purposes of the Tax Act, each 
such dividend will be considered to be paid from the Foreign Affiliate’s Exempt Surplus, Taxable Surplus, Hybrid 
Surplus or Pre-Acquisition Surplus. The Resulting Issuer will generally be entitled to deduct an amount equal to the 
portion of the dividend prescribed to have been paid out of the Foreign Affiliate’s Exempt Surplus or Pre-
Acquisition Surplus. The adjusted cost base to the Resulting Issuer of its shares in the Foreign Affiliate will be 
reduced to the extent that a dividend paid by the Foreign Affiliate is considered to be paid out of the Foreign 
Affiliate’s Pre-Acquisition Surplus. If the adjusted cost base to the Resulting Issuer of the shares in the Foreign 
Affiliate would become a negative amount, the Resulting Issuer will be deemed to realize a capital gain equal to 
such amount for that year. In the event that the Resulting Issuer receives a dividend from a Foreign Affiliate that is 
prescribed to have been paid out of Taxable Surplus or Hybrid Surplus, the Resulting Issuer will only be entitled to 
deduct amounts in respect of such dividend as prescribed in the Tax Act. It is anticipated that any dividends received 
by the Resulting Issuer from a Foreign Affiliate should be considered to have been paid out of the Foreign 
Affiliate’s Exempt Surplus or Pre-Acquisition Surplus (such dividends from Pre-Acquisition Surplus not expected to 
exceed the Resulting Issuer’s adjusted cost base in the shares of the Foreign Affiliate). Accordingly, it is not 
expected that the Resulting Issuer will be subject to a material amount of Canadian tax on dividends received by it 
from its Foreign Affiliates.

18. PROMOTERS

This section is not applicable to the Resulting Issuer.

19. LEGAL PROCEEDINGS

Other than as described below, there are no actual or pending material legal proceedings to which the Resulting 
Issuer, SVT, or any of the Constituents are a party or of which any of their assets are subject. Other than as 
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described below, management of the Resulting Issuer, SVT, and the Constituents are not aware of any such material 
legal proceedings contemplated against the Issuer, SVT, and the Constituents.

Other than as described below, there are no actual or pending:

 penalties or sanctions imposed against the Resulting Issuer, SVT, or any of the Constituents by a court 
relating to provincial or territorial securities legislation or by a securities regulatory authority within the 
three years immediately preceding the date of this Listing Statement;

 other penalties or sanctions imposed by a court or regulatory body against the Resulting Issuer, SVT, or any 
of the Constituents, the inclusion of which in this Listing Statement would be necessary to provide full, 
true, and plain disclosure of all material facts relating to the Resulting Issuer Common Shares; or

 settlement agreements that the Resulting Issuer, SVT, or any of the Constituents entered into before a court 
relating to provincial or territorial securities legislation or with a securities regulatory authority within the 
three years immediately preceding the date of this Listing Statement.

The Silver Claim

On August 8, 2018, affiliates of Sea Hunter, SH Illinois License Holder Corp. (the “Buyer”), Ocean Acquisition 
LLC and Sea Hunter Holdings, LLC (collectively with the Buyer, the “Buyer Parties”), entered into an Agreement 
and Plan of Merger (the “IESO Merger Agreement”) with IESO, LLC (“IESO”).  Under the IESO Merger 
Agreement, the Buyer may terminate the IESO Merger Agreement if, among other things, the merger had not closed 
by October 31, 2018, or if prior to such date, satisfaction of conditions to the Buyer Parties’ obligations to close had 
become impossible. A notice of termination was sent to IESO pursuant to the termination provisions of the merger 
agreement. IESO has not challenged the termination.

On October 30, 2018, Mr. Harris Silver, a minority equity holder of IESO, filed a complaint in the Circuit Court of 
Sangamon County, Illinois naming numerous defendants, including the Buyer Parties and two other Sea Hunter 
affiliates, SH License Holder Corp. and Sea Hunter Therapeutics, LLC, (the “Sea Hunter Defendants”), along with 
Baker, Briteside, SVT, and TILT (the “TILT Defendants”, and together with the Sea Hunter Defendants, the “Non-
IESO Defendants”).  While the complaint contains numerous other allegations against other defendants, the crux of 
the plaintiff’s claims against the Non-IESO Defendants relate solely to the IESO Merger Agreement.  Specifically, 
the plaintiff pleads three causes of action against the Non-IESO Defendants: (i) injunctive relief to enjoin the IESO 
merger; (ii) declaratory judgment that the IESO Merger Agreement is invalid and unenforceable; and (iii) rescission 
of the IESO Merger Agreement.  The plaintiff’s causes of action against the other defendants in the case include a 
combination of the above and the alleged violation of IESO’s operating agreement, unlawful dilution of the 
plaintiff’s equity interests, breach of fiduciary duty, and failure to provide access to books and records under Illinois 
law. 

On November 2, 2018, the Buyer submitted to IESO a notice to terminate the IESO Merger Agreement pursuant to 
its termination provisions. In light of this, the plaintiff has agreed to dismiss the Non-IESO Defendants without 
prejudice and is in the process of preparing dismissal papers. 

20. INTEREST OF MANAGEMENT AND OTHERS IN MATERIAL TRANSACTIONS

No director or executive officer of the Resulting Issuer or any person or company that is the direct or indirect 
beneficial owner of, or who exercises control or direction over, more than 10 percent of any class of the Resulting 
Issuer’s outstanding voting securities, or any associate or affiliate of any persons or companies referred to in this 
paragraph, has any material interest, direct or indirect, in any transaction within the three years before the date of 
this Listing Statement, or in any proposed transaction, that has materially affected or will materially affect the 
Resulting Issuer or a subsidiary of the Issuer, other than as set out below.

Sea Hunter

1. As of June 30, 2018, Sea Hunter Holdings advanced $59,732,652 to Sea Hunter. The loan is without 
interest and repayment terms. The loan is classified as non-current as Sea Hunter Holdings has indicated it 
will not require repayment of the amounts advanced in the next twelve months.
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2. Sea Hunter Capital Partners, LLC entered into a loan and security agreement, dated January 12, 2017 (the 
“Loan and Security Agreement”) with Alternative Care Resource Group, Inc. (“ACRG Inc.”) and 
Commonwealth Alternative Care, Inc. pursuant to which Sea Hunter Capital Partners, LLC loaned $10 
million to ACRG Inc., and Commonwealth Alternative Care, Inc., guarantees such loan. In connection with 
the Loan and Security Agreement, ACRG Inc., as borrower of such loan, provided Sea Hunter Capital 
Partners, LLC with a $10 million promissory note pursuant to a loan agreement promissory note, dated 
January 13, 2017. Sea Hunter Capital Partners, LLC transferred to Sea Hunter Holdings the equity of 
ACRG and such loan pursuant to an exchange agreement and assignment, dated March 11, 2018 (the 
“Exchange Agreement”), by and between Sea Hunter Holdings and Sea Hunter Capital Partners, LLC. 
This was subsequently transferred to Cultivo, LLC, an indirect wholly-owned subsidiary of Sea Hunter.

3. Sea Hunter Holdings acquired the equity of Herbology Management Group, LLC in exchange for 1,750 
class A common units of Sea Hunter Holdings pursuant to an exchange agreement, dated October 15, 2017 
with Jane Hawman, April Hawman and Anna Gray. This was subsequently transferred to Herbology 
Holdings, LLC, an indirect wholly-owned subsidiary of Sea Hunter, and then to SH Finance Company, 
LLC, another indirect wholly-owned subsidiary of Sea Hunter.

4. Sea Hunter Holdings acquired the equity of ACRG in exchange for 22,386 class A common units of Sea 
Hunter Holdings pursuant to an exchange agreement, dated October 15, 2017 with ACRG Holdings, LLC 
(doing business as Greene & Company), LLC, LivFree Holdings, LLC, John Greene, Connor McCaffery 
and Matthew Harrison.

SVT

1. Brand Canna Growth Partners Inc. (“BCGP”) purchased 20,000,000 SVT Common Shares at a price of 
$0.06 per SVT Common Share for aggregate proceeds equal to $1.2 million pursuant to a share purchase 
agreement between SVT and BCGP dated October 31, 2016 as amended on December 28, 2016 (the 
“BCGP SPA”). Mr. Orr is a principal of BCGP.

21. AUDITORS, TRANSFER AGENT AND REGISTRAR

Auditors

The auditors of the Resulting Issuer are MNP LLP, located at Suite 2200, MNP Tower, 1021 West Hastings Street, 
Vancouver, British Columbia, V6E 0C3.

Transfer Agent and Registrar

The transfer agent and registrar for the Resulting Issuer Common Shares is Odyssey Trust Company, located at 835 
– 409 Granville Street, Vancouver, British Columbia, V6C 1T2.

22. MATERIAL CONTRACTS

Other than contracts entered into in the ordinary course of business, the Resulting Issuer has not entered into any 
material contracts since its inception. The material contracts entered into by SVT and the Constituents within the 
two years preceding the date of this Listing Statement are set out below.

Baker

1. The Business Combination Agreement.

Briteside

1. The Business Combination Agreement.

Sea Hunter

1. Sea Hunter Holdings entered into a letter of intent on August 2, 2018 related to the proposed acquisition of 
Jupiter for total consideration of $210 million. See “General Development of the Business – Financing –
Jupiter Research, LLC”.
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2. Sea Hunter Holdings entered into a letter of intent on July 30, 2018 related to the proposed acquisition of 
Blackbird for total consideration of $30 million. See “General Development of the Business – Financing –
Blkbrd Holdings Corp.”.

3. Sea Hunter Holdings entered into a letter of intent on July 28, 2018 related to the proposed acquisition of 
Standard Farms and White Haven for total consideration of $40 million. See “General Development of the 
Business – Financing – Standard Farms, LLC”.

4. The Business Combination Agreement.

5. SH Finance Company, LLC entered into a Loan and Security Agreement, along with other related 
transaction documents, with AFS Cultivation, LLC (the “AFS Cultivation Transaction”), in July 2018, to 
acquire property in Ohio, the dispensary license that the property holds, and the option to acquire all of the 
membership interest in AFS Cultivation, LLC in exchange for a loan in the amount of $2,650,000. In 
connection with this transaction, Sea Hunter formed SH Ohio, LLC and SH Realty Holdings-Ohio, LLC, 
both of which are wholly owned subsidiaries of Sea Hunter.

SVT

1. The Business Combination Agreement.

2. The business combination agreement among SVT (formerly Marchwell), Marchwell Subco, and SVT Opco 
dated January 26, 2018, as further described in SVT’s information circular dated April 17, 2018 and 
available on SVT’s SEDAR profile at www.sedar.com.

3. The Lease Agreement.

4. The BCGP SPA.

23. INTEREST OF EXPERTS

No person or company whose profession or business gives authority to a statement made by the person or company 
and who is named as having prepared or certified a part of this Listing Statement or prepared or certified a report or 
valuation described in or included in this Listing Statement has any direct or indirect interest in, or has received or 
will receive, any property of the Resulting Issuer or of a Related Person (as such term is defined in Section 3.2 of 
CSE Policy 1 – Interpretation and General Provisions).

24. OTHER MATERIAL FACTS

There are no other material facts that are not elsewhere disclosed elsewhere in this Listing Statement which are 
necessary in order for this Listing Statement to contain full, true, and plain disclosure of all material facts relating to 
the Resulting Issuer, SVT, the Constituents, or any of their securities.

25. FINANCIAL STATEMENTS

The following financial statements are included in Schedule “B” to this Listing Statement:

Company Financial Period

TILT Three and six month period ended June 30, 2018

Baker Three and six month period ended June 30, 2018

Twelve month period ended December 31, 2017

Twelve month period ended December 31, 2016

Briteside Three and six month period ended June 30, 2018

Twelve month period ended December 31, 2017
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Twelve month period ended December 31, 2016

Sea Hunter Three and six month period ended June 30, 2018

For the period September 20, 2017 (inception) to December 31, 2017

SVT Three and six month period ended July 31, 2018

Twelve month period ended January 31, 2018

Twelve month period ended January 31, 2017



 

 

   

CERTIFICATE OF THE ISSUER 

Pursuant to a resolution duly passed by its board of directors, TILT Holdings Inc. hereby applies for the listing of its 
common shares on the Canadian Securities Exchange. The foregoing contains full, true and plain disclosure of all 
material information relating to TILT Holdings Inc., contains no untrue statement of a material fact, and does not 
omit to state a material fact that is required to be stated or that is necessary to prevent a statement that is made from 
being false or misleading in light of the circumstances in which it was made. 

Dated at ___________, this 22nd day of November, 2018. 

 

 

/s/ “Alexander Coleman”  /s/ “Mark Herron” 

Alexander Coleman  Mark Herron 

Co-Chairman & Chief Executive Officer  Chief Financial Officer 

   

/s/ “Michael Orr”  /s/ “Todd Halpern” 

Michael Orr  Todd Halpern 

Co-Chairman  Director 
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SCHEDULE A

POST-CLOSING CAPITALIZATION OF THE ISSUER

The following table sets forth the information required by Section 14 of CSE Form 2A for the Resulting Issuer 
securities as at November 21, 2018:

Number of 
Compressed 

Securities 
(non-

diluted)

Number of 
Non-

Compressed 
Securities 

(non-
diluted)

Number of 
Securities 

(fully-
diluted)

% of Issued 
Compressed 

(non-
diluted)

% of Issued 
Non-

Compressed 
(non-

diluted)

% of Issued 
(fully 

diluted)

Public Float

Total outstanding 2,667,331 87,817,836 354,550,936 100% 100% 100%

Held by Related Persons of 
employees of the Issuer or Related 
Person of the Issuer, or by persons or 
companies who beneficially own or 
control, directly or indirectly, more 
than a 5% voting position in the 
Issuer (or who would beneficially 
own or control, directly or indirectly, 
more than a 5% voting position in 
the Issuer upon exercise or 
conversion of other securities held) 2,174,205 23,859,000 241,279,500 82% 27% 68%

Total Public Float 493,126 63,958,836 113,271,436 18% 73% 32%

Freely-Tradable Float

Number of outstanding securities 
subject to resale restrictions, 
including restrictions imposed by 
pooling or other arrangements or in a 
shareholder agreement and securities 
held by control block holders 1,944,617 42,371,996 236,833,696 73% 48% 67%

Total Tradable Float 722,714 45,445,8400 117,717,240 27% 52% 33%
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SCHEDULE B
FINANCIAL STATEMENTS

See attached.
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SANTÉ VERITAS HOLDINGS INC. 
(formerly Marchwell Ventures Ltd.) 

CONDENSED INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 
(Expressed in Canadian Dollars - UNAUDITED) 

 
 

As at Note  July 31, 2018  January 31, 2018 
     
ASSETS     
CURRENT     
    Cash  $        300,326 $ 1,791,310 
    Short term investment  2,040,252  10,000,000 
    Funds in trust   209,000  84,000 
    GST and other receivables 5 1,570,557  286,114 
    Deposits and prepaid expenses  6 264,468  375,397 
TOTAL CURRENT ASSETS   4,384,603  12,536,821 
      
FIXED ASSETS      
   Cultivation facility  8  12,699,674  8,123,992 
   Computers  8  13,423  7,729 
TOTAL FIXED ASSETS   12,713,097  8,131,721 
      
TOTAL ASSETS  $   17,097,700 $ 20,668,542 
      
LIABILITIES      
CURRENT      
    Accounts payable and accrued liabilities 7 $     1,265,554 $ 1,905,913 
    Due to related parties  11         189,530  205,619 
TOTAL LIABILITIES   1,455,084  2,111,532 
      
SHAREHOLDERS' EQUITY      
Shares capital 9  27,312,059  25,123,984 
Shares to be issued 9        195,721  81,250 
Contributed surplus 9      1,726,911  1,654,388 
Accumulated deficit    (13,592,075)  (8,302,612) 
    15,642,616  18,557,010 
      
TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY   $   17,097,700 $ 20,668,542 
      

 
On behalf of the Board of Directors: 

“Michael Orr”                                       “Kevin Empey” 

Michael Orr, Executive Chair    Kevin Empey, Audit Committee Chair 

The accompanying notes are an integral part of these condensed interim consolidated financial statements.
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SANTÉ VERITAS HOLDINGS INC. 
(formerly Marchwell Ventures Ltd.) 

Condensed Interim Consolidated Statements of Net Loss and Comprehensive Loss 
(Expressed in Canadian Dollars - UNAUDITED) 

For the three and six months ended July 31, 2018 and 2017 
  3 months ended 6 months ended 

 Note   Jul 31/18   Jul 31/17   Jul 31/18   Jul 31/17 
OPERATING EXPENSES          
Cultivation Facility          
Consulting Fees  $ 51,803 $ 57,929 $ 194,550 $ 81,179 
General Office    54,918  -  89,037  - 
Legal, Audit and Financial   17,456  -  28,562  - 
Premises Insurance   8,329  -  12,840  - 
Rent and Utilities   63,757  65,636  111,518  113,265 
Repairs and Maintenance   405  4,333  3,568  8,581 
Travel and Accommodation   49,190  7,191  94,552  22,526 
Wages and Salaries 11  126,748  26,367  270,106  26,367 
   372,606  161,456  804,733  253,918 

          
Financing & Investing          
Consulting Fees 11  327,000  120,271  448,764  175,271 
General Office    100,289  -  150,325  - 
Legal, Audit and Financial   392,957  12,448  618,255  12,448 
RTO Listing 4  -  -  1,965,002  - 
Share Based Compensation 11  139,971  18,000  139,971  18,000 
Travel and Accommodation   172,066  -  172,066  - 
   1,132,283  150,719  3,494,383  205,719 

          
General & Admin           
Amortization 8  956  -  1,715  - 
Consulting Fees   41,233  -  93,733  1,950 
General Office    27,036  8,377  42,989  10,879 
Legal, Audit and Financial   267,597  43,415  432,093  43,415 
Rent and Utilities   5,952  -  13,794  - 
Share Based Compensation 11  49,833  -  110,023  - 
Wages and Salaries 11  154,448  -  345,088  - 
   547,055  51,792  1,039,435  56,244 

          
TOTAL EXPENSE   2,051,944  363,967  5,338,551  515,881 

          
OTHER INCOME          
Interest Income   18,966  3,648  49,088  3,710 

          
NET AND COMPREHENSIVE LOSS   $ (2,032,978) $  (360,319) $ (5,289,463) $ (512,171) 

Basic and diluted loss per share  $ 
  

(0.01) $ 
  

(0.002) $ 
  

(0.02) $ 
  

(0.003) 
Basic and diluted weighted average 
number of shares   250,075,736   

  
167,483,914   250,075,736   

  
167,483,914  

The accompanying notes are an integral part of these condensed interim consolidated financial statements. 
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SANTÉ VERITAS HOLDINGS INC. 
(formerly Marchwell Ventures Ltd.) 

CONSOLIDATED INTERIM STATEMENTS OF CASH FLOWS 
(Unaudited - Expressed in Canadian Dollars) 

For the six months ended July 31, 2018 and 2017 

  Note  
 

2018 
 

2017 
        
Cash flows from (used in) operating activities       

Loss for the period   
 

$ (5,289,463) 
 

$ (512,171) 
       
Items not affecting cash:          
 Share-based payments 11 249,994 18,000 
 Shares issued for debt  - 104,187 
 Depreciation  8 1,715 - 
 Listing expenses 4 1,932,315 - 

        
Changes in non-cash working capital items:       
 Due from related parties  (157,500) (236,807) 
 Taxes and other receivable   (1,126,942) (38,848) 
 Prepaid expenses & deposits   110,992 (6,579) 
 Due to related parties   (16,089) (30,201) 
 Accounts payable and accrued liabilities   (697,663) 523,400 

Net cash (used in) operating activities   
 

(4,992,641) 
 

(179,019) 
        
Cash flows from (used in) investing activities       
   Production facilities' construction  (4,583,091) (1,539,139) 
   Short term investment   7,959,748 (4,475,000) 

Net cash (used in) investing activities   
 

3,376,657 
 

(6,014,139) 
        
Cash flows from (used in) financing activities       
  Receipt of funds held in trust  250,000 5,688,000 
  Receipt from exercise of option   (125,000) - 
   Proceeds from private placements, net of issuance costs         -   100,000 

Net cash from financing activities 9 
 

125,000 
 

5,788,000 
        
Increase (decrease) in cash and cash equivalents          (1,490,984)    (405,158) 
        
Cash and Cash Equivalents, beginning of period           1,791,310   419,377 
        
Cash and Cash Equivalents, end of period       $ 300,326    $ 14,219 
        

 
 

The accompanying notes are an integral part of these condensed interim consolidated financial statements.
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1. Nature and Continuance of Operations 
 
Santé Veritas Holdings Inc. (“SVH” or the “Company”) was incorporated under the Canada Business Corporations Act 
and is registered to carry on business in British Columbia. The address of the Company’s corporate office is 1911–2 
Bloor Street West, Toronto, Ontario, M4W 3E2 and its registered address is c/o Cassels Brock & Blackwell LLP, 2200 
– 885 West Georgia Street, Vancouver, British Columbia, V6C 3E8. 
 
On April 11, 2018, the Company consolidated its common shares on a 1:3 basis and changed its name from Marchwell 
Ventures Ltd. to Santé Veritas Holdings Inc.  
 
On April 23, 2018, the Company de-listed its shares from the TSX-Venture Exchange. 

 
On April 24, 2018, the Company completed a three-corner amalgamation (the “Transaction”) whereby Santé Veritas 
Therapeutics Inc. (“SVT”) would amalgamate with 114860 BC Ltd. (“Subco”) and the shareholders of SVT would receive 
common shares of the Company on a 1:1 basis.  Following the Transaction, SVT and Subco will amalgamate and 
continue as one corporation that is a wholly-owed subsidiary of the Company, which will carry on the business of SVT 
following the Amalgamation to become a Licensed Producer by Health Canada of medical cannabis. 
 
On May 10, 2018, the Company listed its shares on the Canadian Securities Exchange. 
 
Upon completion of the Transaction, the Company has issued 254,358,411 outstanding common shares and 22,993,268 
warrants and options to purchase common shares on a 1:1 basis.  
 
The Transaction has been accounted for as a reverse take-over (“RTO”) whereby SVT is the RTO acquirer and the 
Company is the RTO acquiree as the Company did not qualify as a business according to the definition in IFRS 3 and 
the Transaction is recorded in accordance with the guidance provided in IFRS 2 “Share Based Payments” as an 
issuance of shares by SVT for the net assets of the Company. As a result, these condensed interim consolidated 
financial statements (including comparative information) reflect SVT as acquirer. In accordance with IFRS 2, the 
consolidated financial statements are in the name of Santé Veritas Holdings Inc. (formerly Marchwell Ventures Ltd.) 
however, are a continuation of the consolidated financial statements of SVT, the accounting acquirer.  Additional 
information regarding the Company and its Transaction is available in note 4. 
 
On July 9, 2018, the Company executed a business combination agreement to merge with three US companies in 
complimentary businesses to form one of the industry’s most comprehensive platforms in the cannabis space. The new 
company will be operating under the name TILT Holdings, LLC (“TILT”) and will be listed on the Canadian Securities 
Exchange (“CSE”). Following completion of the business combination, the Company will own 15% of the outstanding 
shares of TILT. The business combination will be carried out by way of a court approved plan of arrangement and will 
require approval of: (i) at least two-thirds of the votes cast by shareholders of TILT (which at such time will be the 
shareholders of the 3 US companies); and (ii) at least two thirds of the votes cast by the shareholders of the Company. 
The combination is also subject to regulatory approval, including the approval of the CSE, and the acceptance of the 
listing of TILT’s common shares on the CSE. 
 
These unaudited condensed interim consolidated financial statements were approved for release by the Company’s 
Audit Committee and Board of Directors on September 28, 2018.  
 
As at July 31, 2018 and January 31, 2018, the Company reported the following: 
 

 July 31, 2018 January 31, 2018 
 $ $ 
Net loss for the period (5,289,463) (4,966,238) 

Deficit (13,592,075) (8,302,612) 

Working capital 2,929,519 10,425,289 
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2. Basis of Presentation 
 

a) Statement of Compliance 
 
These unaudited condensed interim consolidated financial statements have been prepared in accordance with 
International Accounting Standard (“IAS”) 34, Interim Financial Reporting, as issued by the International Accounting 
Standard Board (“IASB”) on a basis consistent with the significant accounting policies disclosed in note 3 of the most 
recent annual financial statements as at and for the year ended January 31, 2018. The interim financial statements do 
not include all the information required for full annual financial statements. These condensed interim consolidated 
financial statements should be read in conjunction with the Company’s audited financial statements for the year ended 
January 31, 2018.  

 
b) Basis of Consolidation 

 
These unaudited condensed interim consolidated financial statements consolidate the results of operations and financial 
position of the Company and its wholly-owned subsidiary Santé Veritas Therapeutics Inc.  In addition, SVT 
consolidates SVT Holdings Inc., an inactive variable interest entity, in its financial statements.  All inter-company 
balances and transactions have been eliminated upon consolidation. 
 

c) Basis of Measurement 
 
These unaudited condensed interim consolidated financial statements have been prepared on an historic cost basis 
except for financial instruments, which are recorded at fair value by recognizing related profit or loss.  In addition, 
these unaudited condensed interim consolidated financial statements have been prepared using the accrual basis of 
accounting and presented in Canadian dollars, the Company’s functional currency. 
 

d) Critical Accounting Estimates and Judgments 
 
These condensed interim consolidated financial statements are subject to the same judgement, measurement estimates 
and uncertainties as those disclosed in Note 2 of the SVT’s audited consolidated financial statements for the year ended 
January 31, 2018. 
 

e) Continuance of Operations 
 
The Company believes that it has sufficient financial resources to meet its current operating requirements for the year. 
As a result, these condensed interim consolidated financial statements do not include any adjustments, which would be 
required should the Company be unable to continue operations. 

 
3. Significant Accounting Policies 

 
These condensed interim consolidated financial statements have been prepared in accordance with the accounting 
policies disclosed in SVT’s audited consolidated financial statements for the year ended January 31, 2018 posted on 
www.sedar.com. 

 
4.   Reverse Take-Over 

 
On April 24, 2018, the Company completed the Transaction by acquiring all the issued and outstanding common shares 
of SVT. Because the Company does not meet the definition of a business, as defined by IFRS 3, Business Combination, 
for accounting and reporting purposes, SVT is the accounting acquirer and SVH is the accounting acquiree. Accordingly, 
the acquisition of the net assets and listing status of SVH is accounted for as a share-based payment as follows: 
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4. Reverse Take-Over (continued) 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

5. GST and other receivables 
 
 
 
 
 
 
 
 
6. Deposits and prepaid expenses 
 

 
Deposits on fixed assets represents deposits on construction materials ordered for leasehold improvements (Note 9). 
Prepaid expenses represent prepaid promotion services, IT subscriptions, insurance and utilities.  

 
7. Accounts payable and accrued liabilities 

 
 
  

   
Net asset (liabilities) acquired:  $ 
Cash  42,313 
Prepaid expenses  63 
Accounts payable and accrued liabilities  (57,303) 
Due to related party  (75,000) 
Total net liabilities acquired  (89,927) 

   
Consideration paid:   

Fair value of the Company’s 23,438,433 common shares at $0.08 per share 1,875,075 
Listing cost:  1,965,002 

   July 31, 2018 January 31,2018 
   $ $ 
Account and other receivable  1,195,215 8,537 
Subscription funds receivable  125,000 - 
GST/HST receivable  250,341 277,577 
   1,570,556 286,114 

   July 31, 2018 January 31,2018 
   $ $ 
Deposits on fixed assets  - 310,404 
Prepaid expenses  264,468 64,993 
   264,468 375,397 

   July 31, 2018 January 31,2018 
   $ $ 

Accounts payable  1,196,829 1,811,798 
Accrued liabilities  - 25,000 
Withholding taxes payable   55,813 54,109 
Vacation pay payable  12,912 15,006 
   1,265,554 1,905,913 
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8. Fixed Assets 
 Cultivation Facility  
 
 

Leasehold 
improvements 

Cultivation 
equipment 

Security 
equipment Total Computers 

 $ $ $ $ $ 
Cost      
As at January 31, 2017 253,790 13,406 - 267,196 - 
Additions 7,541,657 155,136 524,800 8,221,593 10,661 
Disposals (351,391) (13,406) - (364,797) - 
As at January 31, 2018 7,444,056 155,136 524,800 8,123,992 10,661 
Additions 4,524,396 46,208 5,078 4,575,682 7,409 
As at July 31, 2018 11,968,452 201,344 529,878 12,699,674 18,070 
      
 Cultivation Facility  
 Leasehold 

improvements 
Cultivation 
equipment 

Security 
equipment Total 

 
Computers 

Accumulated depreciation $ $ $ $ $ 
As at January 31, 2017 - - - - - 
Depreciation  - - - 2,932 
As at January 31, 2018 - - - - 2,932 
Depreciation - - - - 1,715 
As at July 31, 2018 - - - - 4,647 
      
 Cultivation Facility  
 Leasehold 

improvements 
Cultivation 
equipment 

Security 
equipment Total Computers 

Net book value $ $ $ $ $ 
As at January 31, 2017 253,790 13,406 - 267,196 - 
As at January 31, 2018 7,444,056 155,136 524,800 8,123,992 7,729 
As at July 31, 2018 11,968,452 201,344 529,878 12,699,674 13,423 

 
Leasehold improvements represent the renovation currently under construction of a 4-storey former office and 
administration building of the local paper mill, leased from the City of Powell River, British Columbia, into a medical 
cannabis cultivation facility. The Company expects to complete its cultivation facility in fiscal 2019. 
 

9. Share Capital 
 

a) Authorized Share Capital 
 

The authorized share capital of the Company is an unlimited number of common shares. 
  

b) Issued and Outstanding 
 

July 31, 2018 and January 31, 2018 – 254,508,411 and 244,545,589 common shares of SVH, respectively 
 
On March 29, 2018, the acting CEO exercised 1,000,000 rights granted under his employment agreement and 
purchased 1,000,000 common shares of SVT at $0.125 per share (the acting CEO’s remaining 1,000,000 rights 
granted under his employment agreement were not exercised and as a result, expired on March 31, 2018). 
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9. Share Capital (continued) 
 

b) Issued and Outstanding (continued) 
 

On April 11, 2018, the Company consolidated its 23,438,433 common shares on a 1:3 basis and changed its name 
from Marchwell Ventures Ltd. to Santé Veritas Holdings Inc. 
 
On April 20, 2018 the Company issued 1,000,000 common shares of SVT at $0.125 per share. 

  
On April 24, 2018, the Company completed the reverse take over acquisition whereby it acquired all of the issued 
and outstanding common shares of SVT in exchange for issuing new common shares of the Company on a 1:1 
basis. 
 
On May 30, 2018, the Company issued 150,000 common shares of SVT at $0.42 per share to the directors of the 
Company under the Share Unit Plan. Please refer to note 9d) for details. 

 
During the year ended January 31, 2018 the Company completed a private placement and issued a total of 
54,609,021 common shares, as follows: 
 
 1,666,666 shares issued through a private placement on February 8, 2017 at $0.06 a share for gross proceeds 

of $100,000. 
 52,942,355 shares issued through a private placement on December 19, 2017 at $0.30 a share for gross 

proceeds of $15,882,707. 
 

During the year ended January 31, 2018, the Company issued 1,736,447 common shares to pay expense reports 
of $104,187 at a deemed fair market value of $0.06 per share. 
 
During the year ended January 31, 2018, the Company issued 21,300,000 common shares to purchase services 
of $1,278,000 at a deemed fair market value of $0.06 per share. 
 
In addition, the Company issued 1,000,000 common shares to the acting CEO as a signing bonus at a deemed fair 
market value of $0.06 per share for total value of $60,000. 
 
During the year ended January 31, 2018, the Company incurred $1,679,401 of share issue costs as follows: 
 
 $1,034,812 paid in commissions, legal and advisory fees, other costs and disbursements. 
 $215,272 recorded for 1,000,000 finder’s fee warrants.   
 $429,317 recorded for 1,993,268 brokers’ warrants. 

 
During the year ended January 31, 2018, there are 270,833 common shares to be issued at a fair market value of 
$0.30 per share for services the acting CEO performed throughout the period for a total value of $81,250. 

 
c) Contributed Surplus  
 

- Share purchase warrants 

 

Number of 
Warrants 

Issued  

Weighted 
Average 

Exercise Price 
Expiry 
Dates 

Balance, January 31, 2017 3,000,000 $0.06 27-Jan-19 
Issued during the year: 12,000,000 $0.12 20-Oct-20 
Issued during the year: 2,993,268 $0.30 19-Dec-19  
Balance, July 31, 2018 and January 31, 2018     17,993,268 $0.14  
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9. Share Capital (continued) 
 

c) Contributed Surplus (continued) 
 

For the quarter ended July 31, 2018, no warrants were issued and the weighted average remaining contractual 
life of the share purchase warrants is 1.8 years. 
 
The weighted average assumptions used in the Black-Scholes model to determine the fair value of warrants: 
 

2018               2017 
Risk-free interest rate 1.35% -1.52%             0.82% 
Dividend yield   -                       -  
Volatility 136% -156%              123% 
Expected life 2-3 years            2 years 

 
- Stock options/rights 
 

 

Number of 
Options/Rights 

Outstanding 

Number of 
Options/Rights 

Exercisable  
Weighted Average 

Exercise Price 
Balance, January 31, 2017 and 2016 - - - 
Options/Rights vested during the year: 7,000,000 3,250,000 0.17 
Balance, January 31, 2018 7,000,000 3,250,000 0.17 
Rights exercised during the period: (1,000,000) (1,000,000) 0.125 
Rights expired during the period: (1,000,000) (1,000,000) 0.125 
Options vested during the period:  -  1,250,000 0.25 
Balance, July 31, 2018 5,000,000 2,500,000 0.25 

 
On July 31, 2017, the acting CEO was granted 5,000,000 options vesting quarterly in arrears equally over 24 
months under the terms of his employment agreement with a strike price of $0.25 per share. 

 
For the quarter ended July 31, 2018, vested and exercisable options were valued at $72,523 in total (and $155,432 
in total for the year ended January 31, 2018) using an expiry date of July 31, 2027 with the Black-Scholes option 
pricing model and recorded as Contributed Surplus. The weighted average remaining contractual life of the options 
is 9.0 years. 

 
The following assumptions were used in the Black-Scholes model to determine the fair value of the options granted: 

 2018 
Risk-free interest rate 0.81% - 1.65% 
Dividend yield  - 
Volatility 124% - 131% 

  Expected life                                               0.67 - 10 years       
                    

d) Share Unit Plan 
 
On May 30, 2018, two Independent Directors (Audit Committee Chair and Governance Committee Chair) were granted 
300,000 Share Units (“Common Shares”, “Shares”) each for a total of 600,000 Shares. 150,000 Shares vested 
immediately on May 30, 2018 with the remaining Shares vesting semi-annually over a period of 18 months upon 
commencement of service date; April 24, 2018. In an event of change of control of the Company, the unvested shares 
would vest immediately on such date. Common Shares were issued at a market price of $0.42 per Common Share.  
 
For the quarter ended July 31, 2018, Common Shares not yet issued were valued at $76,971. 
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10. Financial Instruments  
 

a) Fair Value 
 
The fair value of financial instruments is the amount of consideration that would be agreed upon in an arm’s length 
transaction between knowledgeable, willing parties who are under no compulsion to act. Fair values are determined 
by reference to quoted market prices, as appropriate, in the most advantageous market for that instrument to which 
the Company has immediate access. Where quoted market prices are not available, the Company uses the closing 
price of the most recent transaction for that instrument. In the absence of an active market, fair values are 
determined based on prevailing market rates for instruments with similar characteristics. The fair value of current 
financial instruments approximates their carrying values as long as they are short term in nature or bear interest at 
market rates.  
 

b) Fair Value Hierarchy  
 
Financial instruments that are held at fair value are categorized based on a valuation hierarchy which is determined 
by the valuation methodology utilized: 
 
Level 1 – quoted prices (unadjusted) in active markets for identical assets or liabilities. Cash are valued using a 
market approach based upon unadjusted quoted prices for identical assets in an active market obtained from 
securities exchanges. 
 
Level 2 – inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 
directly (that is, as prices) or indirectly (that is, derived from prices). 
 
Level 3 – inputs for the asset or liability that are not based on observable market data (unobservable inputs). 

 
 Fair value at January 31, 2018 
 Level 1 Level 2 Level 3 
 $ $ $ 
Financial assets    
Cash  1,791,310 - - 
Short term investment  10,000,000 - - 

 
 Fair value at July 31, 2018 
 Level 1 Level 2 Level 3 
 $ $ $ 
Financial assets    
Cash  300,326 - - 
Short term investment  2,040,252   
    

c) Financial Risk Management 
 

The Company’s financial instruments include cash, short term investment, GST and other receivables (excluding 
GST receivables), funds held in trust, accounts payable and accrued liabilities and due to related parties. The risks 
associated with these financial instruments and the policies on how to mitigate these risks are set out below. 
Management manages and monitors these exposures to ensure appropriate measures are implemented on a timely 
and effective manner. 

 
(i) Credit Risk 

 
Financial instruments that potentially subject the Company to a concentration of credit risk consist primarily of 
cash. The Company limits its exposure to credit loss by placing its cash with high credit quality financial 
institutions. The carrying amount of financial assets represents the maximum credit exposure.  
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10. Financial Instruments (continued) 

 
c) Financial Risk Management (continued) 

 
(ii) Foreign Exchange Rate and Interest Rate Risk 

 
The Company is exposed to foreign exchange rate and interest rate risk to the extent that the cash maintained 
at the financial institution is subject to a floating foreign exchange rate and rate of interest.  The interest rate 
risks on cash and on the Company’s obligations are not considered significant. 
 

(iii) Liquidity Risk 
 
Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The 
Company currently settles its financial obligations out of cash. The ability to do this relies on the Company 
raising equity financing in a timely manner and by maintaining sufficient cash in excess of anticipated needs. 
The Company’s financial obligations relate solely to trade accounts payable that are due within 1 year.  
 

d) Capital Management 
 
The Company manages its capital to maintain its ability to continue as a going concern and to provide returns to 
shareholders and benefits to other stakeholders. The capital structure of the Company consists of equity comprised 
of issued share capital and accumulated deficits. The Company manages and adjusts its capital structure 
responding to and anticipating economic circumstances and conditions. The Company, upon approval from its 
Board of Directors, will balance its overall capital structure through new share issues or by undertaking other 
activities as deemed appropriate under specific circumstances. The Company is not subject to any externally 
imposed capital requirements and the Company’s overall strategy with respect to capital risk management remains 
unchanged. 

 
11. Related Party Transactions 
 

The Company’s key management personnel have authority and responsibility for overseeing, planning, directing and 
controlling the activities of the Company and consist of the Company’s acting Board of Directors and the Company’s 
acting Executive Leadership Team. 

 
Total compensation expense for key management personnel and the composition thereof, is as follows:  

 
Six Months Ended  July 31, 2018  July 31, 2017 
  $  $ 
Salaries and wages/consulting fees  589,175  105,000 
Shares issued for services and as compensation (Note 9)  177,471  122,187 
Warrants and options vested for services and as compensation (Note 9)  72,523  - 
Total  839,169  227,187 

 
Acting CEO’s Bonus (paid in shares) 
 
For the quarter ended July 31, 2018, the Company accrued $37,500 for shares to be issued to the acting CEO as his 
minimum share bonus for the period (the Company accrued $81,250 as the acting CEO’s minimum share bonus for 
the year ended January 31, 2018). The Company has also accrued the appropriate withholding tax required to be 
remitted when the bonus shares are paid (issued). 
 
As of July 31, 2018, the Company has payable of $189,530 to the CEO and directors of the Company and has $195,721 
(2017 - $nil) worth of shares to be issued to the management and directors of the Company. 
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12. Commitments  
 

a) Leased premises 
 

On November 15, 2016, SVT signed a lease with the City of Powell River, British Columbia to rent a vacant building 
at 6270 Yew Street, Powell River, British Columbia for an annual rent of $180,000 per year for ten (10) years. Under 
the terms of the lease, the Company can renew the lease for an additional ten (10) years on the same terms and 
conditions as the original lease.  
 
On July 7, 2017, the lease agreement was amended to add a Purchase Option allowing the Company to buy the 
building at an appraised value less 30% of annual base rent.  
 
The following table presents the minimum rental payments committed over the next five years and thereafter:  

 
 As at July 31, 2018 
Less than 1 year $      180,000 
1 - 5 years 720,000 
More than 5 years 593,000 
 $    1,493,000 

 
b) Agreement to Grant an Option to the City of Powell River 
 

In 2016, SVT agreed to grant the City of Powell River an option, after SVT receives its Licence to Produce from 
Health Canada and the City issues its occupancy permit, for 1,000,000 common shares of the Company at a strike 
price of $0.10 per share expiring 2 years from the date of the grant. 

 
13. Subsequent Events 
 

On July 9, 2018, the Company executed a business combination agreement to merge with three US companies in 
complimentary businesses to form one of the industry’s most comprehensive platforms in the cannabis space. The new 
company will operate under the name TILT Holdings, LLC (“TILT”) and will be listed on the Canadian Securities 
Exchange (“CSE”). Following completion of the business combination, the Company will own 15% of the outstanding 
shares of TILT. The business combination will be carried out by way of a court approved plan of arrangement and will 
require approval of: (i) at least two-thirds of the votes cast by shareholders of TILT (which at such time will be the 
shareholders of the 3 US companies); and (ii) at least two thirds of the votes cast by the shareholders of the Company. 
The combination is subject to regulatory approval, including the approval of the CSE, and the acceptance of the listing 
of TILT’s common shares on the CSE, which is still pending.  
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Independent Auditors’ Report 

To the Directors of Sante Veritas Therapeutics Inc.:   

We have audited the accompanying consolidated financial statements of Sante Veritas Therapeutics Inc., which comprise the 
consolidated statement of financial position as at January 31, 2018 and 2017, and the consolidated statements of net loss and 
comprehensive loss, changes in equity and cash flows for the years then ended, and a summary of significant accounting 
policies and other explanatory information. 

Management’s Responsibility for the Consolidated Financial Statements 

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance 
with International Financial Reporting Standards, and for such internal control as management determines is necessary to 
enable the preparation of consolidated financial statements that are free from material misstatement, whether due to fraud or 
error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these consolidated financial statements based on our audits. We conducted our 
audits in accordance with Canadian generally accepted auditing standards. Those standards require that we comply with 
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the consolidated financial 
statements are free from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated 
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of 
material misstatement of the consolidated financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the consolidated 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness 
of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the 
overall presentation of the consolidated financial statements. 

We believe that the audit evidence we have obtained in our audit is sufficient and appropriate to provide a basis for our audit 
opinion. 

Opinion 

In our opinion, the consolidated financial statements present fairly, in all material respects, the financial position of Sante 
Veritas Therapeutics Inc. as at January 31, 2018 and 2017 and its financial performance and its cash flows for the years then 
ended in accordance with International Financial Reporting Standards. 

Emphasis of Matter 

Without qualifying our opinion, we draw attention to Note 1 of these consolidated financial statements, which discloses matters 
and conditions that indicate the existence of a material uncertainty which may cast significant doubt about the Company’s 
ability to continue as a going concern. 

Vancouver, British Columbia 
May 31, 2018 Chartered Professional Accountants



2 

SANTE VERITAS THERAPEUTICS INC. 
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION 

(Expressed in Canadian Dollars)
As at January 31, 2018 and 2017

As at Note January 31, 2018 January 31, 2017

ASSETS
CURRENT 
    Cash  $             1,791,310 $              419,377
    Short term investment 3 10,000,000 -
    Funds in trust  5 84,000 5,688,000
    Share subscription receivable - 12,000
    GST and other receivables 6 286,114 16,134
    Deposits and prepaid expenses  7 375,397 107,872

12,536,821 6,243,383

FIXED ASSETS 
   Cultivation facility  9 8,123,992 267,196
   Computers  9 7,729 -
TOTAL ASSETS  $ 20,668,542 $           6,510,579

LIABILITIES
CURRENT 
    Accounts payable and accrued liabilities 8 $                1,905,913 $                 91,072
    Due to related parties  13 205,619 30,201

2,111,532 121,273

SHAREHOLDERS' EQUITY
Share capital   10 25,123,984 9,378,491
Shares to be issued 10 81,250 -
Contributed surplus 10 1,654,388 347,189
Accumulated deficit      (8,302,612)       (3,336,374)

18,557,010 6,389,306
TOTAL LIABILITIES AND 
SHAREHOLDERS’ EQUITY $                  20,668,542   $           6,510,579

On behalf of the Board of Directors: 

“Ron Bell”                                                                             “Suzanne Wood” 

Ron Bell, Chair and Chief Executive Officer Suzanne Wood, Director and Chief Financial Officer 

The accompanying notes are an integral part of these consolidated financial statements.
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SANTE VERITAS THERAPEUTICS INC. 
CONSOLIDATED STATEMENTS OF NET LOSS AND COMPREHENSIVE LOSS 

(Expressed in Canadian Dollars, except per share amounts)
Years ended January 31, 2018 and 2017

Note January 31, 2018 January 31, 2017

OPERATING EXPENSES 

    Construction 
Salaries & wages/consulting fees 13 $           329,932 $ 1,005,000
Loss on disposal of fixed assets 9 364,797 -
Rent & utilities 209,370 44,467
Office 184,352 25,430
Repairs & maintenance 111,481 3,434
Travel 69,112 10,416
Legal 32,880 4,000
Insurance 12,411 3,450

Financing and investing 
Business development – shares & warrants 13 1,303,981 1,200,000
Legal & audit 501,139 33,333
Consulting 13 405,844 45,000
Provision for loan loss 216,500 -
Travel 75,365 2,363
Office 70,404 1,012

General and administrative  
Salaries & wages/consulting fees 13 458,414 -
Management - shares, rights & options 13 319,083 -
Legal & accounting 135,894 -
Office 102,100 588
Business development 69,455 -
Rent 21,235 -
Depreciation  9 2,932 -

4,996,681 2,378,493

OTHER INCOME 
    Interest income 14 (30,443) (234)

NET AND COMPREHENSIVE LOSS     $      (4,966,238) $      (2,378,259)

Basic and diluted loss per share $               (0.03) $ (0.11)

Basic and diluted weighted average number of shares  181,308,232 20,793,911

The accompanying notes are an integral part of these consolidated financial statements.
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SANTE VERITAS THERAPEUTICS INC.
CONSOLIDATED STATEMENTS OF CASH FLOWS 

(Expressed in Canadian Dollars)
Years ended January 31, 2018 and 2017

January 31, 2018 January 31, 2017

Cash flows from (used in) operating activities 

Net loss for the year $    (4,966,238) $    (2,378,259)
Add-back non-cash expenses: 
    Expenses paid with shares and warrants 1,727,250 2,197,180
    Loss on disposal of fixed assets 364,797 -
    Depreciation of computers 2,932 -

Changes in non-cash working capital: 
    GST and other receivables (269,980) (15,547)
    Deposits and prepaid expenses  (267,525) (107,112)
    Due to related parties 175,418 8,220
    Accounts payable and accrued liabilities 1,814,841 48,352
Net cash used in operating activities (1,418,503) (247,166)

Cash used for investing activities 
    Fixed asset additions  (7,773,459) (142,816)
    Short term investment (10,000,000) -
Net cash used in investing activities (17,773,459) (142,816)

Cash from financing activities 
Receipt of funds in trust 5,604,000 -
Receipt of share subscription receivable 12,000 -
Issue of share capital, net of share issue costs 14,947,895 800,000
Net cash from financing activities 20,563,895 800,000

Increase in cash        1,371,933 410,018
Cash, beginning of year           419,377 9,359  

Cash, end of year $       1,791,310 $        419,377

The accompanying notes are an integral part of these consolidated financial statements.
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1. Nature and Continuance of Operations 

Sante Veritas Holdings Inc. (the "Company") was incorporated under the laws of the Province of British Columbia on 
February 3, 2012. The Company’s registered office is located at #507 – 595 Howe Street, Vancouver, British Columbia, 
V6C 2T5. On August 13, 2013, the Company filed an application to become a licensed producer of medical marijuana 
under Health Canada’s Marijuana for Medical Purposes Regulations (“MMPR”).   On June 10, 2016, the Company 
received from Health Canada, notification of their Confirmation of Readiness Prior to a Pre-License Inspection. Upon 
the completion of a satisfactory inspection, the Company will be issued a license under the amended MMPR Access to 
Cannabis for Medical Purposes Regulations (“ACMPR”). Management estimates that the Company has raised sufficient 
funds to meet its corporate, administrative and other obligations during the upcoming January 31, 2019 year-end. The 
Company has financed its activities and operations through equity issuances and expects to continue to do so to the 
extent such instruments are issuable under terms acceptable to the Company until its operations provide positive cash 
flows. However, to continue its activities and operations, additional funding may need to be raised. During the fiscal 
years ended January 31, 2018 and 2017, the Company raised $22,482,706 ($6,500,000 – 2017 and $15,982,706 – 
2018) from private placements. While the Company has been successful in raising financing in the past, there is no 
guarantee that the Company will be able to do so in the future. 

If future financing is unavailable, the Company may not be able to meet its ongoing obligations, in which case the 
realizable value of its assets may decline materially from current estimates and the Company will be required to re-
evaluate its plans for expenditures and allocate its resources in a matter that both the Board of Directors and senior 
management deem to be in Company’s best interests. Such a plan may result in significant deviations from the 
Company’s original plans for operations and main business purpose. 

As at January 31, 2018 and 2017, the Company reported the following: 

January 31, 2018 January 31, 2017
$ $

Net loss for the year (4,966,238) (2,378,259)
Deficit (8,302,612) (3,336,374)
Working capital 10,425,289 6,122,110

2. Basis of Presentation 

a) Statement of Compliance 

The financial statements have been prepared in accordance with International Accounting Standard (“IFRS”) 
issued by the International Accounting Standards Board (“IASB”). These financial statements were authorized by 
the Company’s Board of Directors on May 29, 2018. 

These financial statements are stated in Canadian dollars and were prepared under the historical cost basis. 

b) Functional and Presentation Currency 

These financial statements are presented in Canadian dollars, which is the Company’s functional currency.  

c) Basis of Consolidation 

In the normal course of business, the Company consolidates one Variable Interest Entity (“VIE”) in which it has a 
variable interest and for which it is considered to be the primary beneficiary. A VIE is a legal entity that does not 
have sufficient equity at risk to finance its activities without additional subordinated financial support or is structured 
such that equity investors lack the ability to make significant decisions relating to the entity’s operations through 
voting rights or do not substantively participate in the gains and losses of the entity. 
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2. Basis of Presentation (continued) 

c) Basis of consolidation (continued)

The Company’s only consolidated VIE is SVT Holdings Inc., where the Company is deemed to be the primary 
beneficiary of the entity. Financial position and operating results for VIE in which the Company is determined to 
be the primary beneficiary are included in the consolidated financial statements from the date such determination 
is made. 

d) Critical Accounting Estimates and Judgments 

The preparation of financial statements in conformity with IFRS requires management to make judgments, 
estimates, and assumptions that affect the application of accounting policies and the reported amounts of assets, 
liabilities, income and expenses, and related disclosure.  

Judgment is used mainly in determining how a balance or transaction should be recognized in the financial 
statements. Estimates and assumptions are used mainly in determining the measurement of recognized 
transactions and balances. Actual results may differ from these estimates.   

Significant areas where management’s estimates and judgments have been applied include: 

Judgments 

i) Going concern
Management has applied judgements in the assessment of the Company's ability to continue as a going 
concern when preparing the financial statements. Management prepares the financial statements on a going 
concern basis unless management either intends to liquidate the entity or to cease trading, or has no realistic 
alternative but to do so. In assessing whether the going concern assumption is appropriate, management 
considers all available information about the future, which is at least, but is not limited to, twelve months from 
the end of the reporting period. The assessment of the Company’s ability to execute its strategy and finance 
the operations by obtaining additional funding through debt or equity financing involves judgments. 

Estimates 

i) Share-based payments 
The Company uses the fair value method of valuing compensation expense associated with the Company’s 
share-based compensation plan.  Estimating fair value requires determining the most appropriate valuation 
model for a grant of equity instruments, which is dependent on the terms and conditions of the grant. 
Option-pricing models require the use of highly subjective estimates and assumptions including the expected 
stock price volatility and expected life of options.  Changes in the underlying assumptions can materially affect 
the fair value estimates and, therefore, existing models do not necessarily provide reliable measurement of 
the fair value of the Company’s stock options.  

ii) Deferred taxes 
Accounting for income taxes is a complex process requiring management to interpret frequently changing 
laws and regulations and make judgments relating to the application of tax law, the estimated timing of 
temporary difference reversals, and the estimated realization of tax assets. The Company recognizes the 
deferred tax benefit related to deferred tax assets to the extent recovery is probable. Assessing the 
recoverability of deferred tax assets requires management to make significant estimates of future taxable 
profit. 

Judgment, estimates and assumptions are continually evaluated and are based on historical experience and 
other factors including expectations of future events that are believed to be reasonable under the 
circumstances. Revisions to accounting estimates are recognized in the period in which the estimates are 
revised and in any future periods affected. 
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3. Significant Accounting Policies 

a) Foreign Currency

Items included in the financial statements are measured using the currency of the primary economic environment 
in which the Company operates (the “functional currency”). Foreign currency transactions are translated into the 
functional currency using the exchange rates prevailing at the dates of the transaction. Foreign exchanges gains 
and losses resulting from the settlement of such transactions and from the translation of monetary assets and 
liabilities not denominated in the functional currency of the Company are recognized in the statements of net loss 
and comprehensive loss. 

b) Cash  

Cash consists of bank deposit and petty cash. 

c) Short Term Investments

Short term investments are readily convertible into cash with original maturities of three months or greater. Short 
term investments consist of guaranteed investment certificates and are classified as fair value through profit or loss. 
As at January 31, 2018, the Company had $10,000,000 of short term investments (2017 – $nil).   

d) Income Taxes 

Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in profit or 
loss except to the extent that it relates to a business combination, or items recognized directly in equity or in other 
comprehensive income. 

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates 
enacted or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous 
years. 

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and liabilities 
for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognized for the 
following temporary differences: the initial recognition of assets or liabilities in a transaction that is not a business 
combination and that affects neither accounting nor taxable profit or loss, and differences relating to investments in 
subsidiaries and jointly controlled entities to the extent that it is probable that they will not reverse in the foreseeable 
future. In addition, deferred tax is not recognized for taxable temporary differences arising on the initial recognition 
of goodwill. Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when 
they reverse, based on the laws that have been enacted or substantively enacted by the reporting date. Deferred 
tax assets and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, 
and they relate to income taxes levied by the same tax authority on the same taxable entity, or on different tax 
entities, but they intend to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will 
be realized simultaneously. 

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences, to the 
extent that it is probable that future taxable profits will be available against which they can be utilized. Deferred tax 
assets are reviewed at each reporting date and are reduced to the extent that it is no longer probable that the 
related tax benefit will be realized.

e) Cultivation Facility  

Cultivation facility costs are capitalized when the Company can demonstrate: 
• The technical feasibility of completing the project so that it will be available for use or sale; 
• The intention to complete and ability to use or sell the project; 
• That the project will generate future economic benefits; 
• The availability of resources to complete the project; and 
• The ability to reliably measure the expenditures during development. 
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3. Significant Accounting Policies (continued) 

e)  Cultivation Facility (continued) 

Cultivation facilities represent pre-construction costs directly related to new projects. Deferral begins once it is 
determined by management that a given project has a high likelihood of being pursued through to completion. Costs 
are deferred up to the closing of the start of construction, at which time they are reclassified to the cost of property, 
plant and equipment. All indirect development costs not eligible for capitalization have been expensed. 

f) Equipment 

Property, plant and equipment are recorded at cost less accumulated depreciation and impairment losses. The 
Company starts to depreciate equipment when assets are ready and available for use. 

Depreciation of equipment is calculated using the following method over their respective estimated useful lives at 
the following annual rates: 

 Computers  30% declining balance 

Depreciation methods and useful lives are reviewed at each reporting date and adjusted if appropriate. Property, 
plant and equipment are written down to the net recoverable value when management determines there has been 
a change in circumstances which indicates its carrying amount may not be recoverable. Any gain or loss on disposal 
of an item of property and equipment is recognized in profit or loss. 

g) Share Capital and Share Issue Costs 

The Company records proceeds from share issuances net of issuance costs.  Shares issued for consideration other 
than cash are valued at the quoted price on the date the agreement to issue the shares was reached. 

Professional, consulting, regulatory and other costs directly attributable to equity financing transactions are 
recorded as deferred share issue costs until the financing transactions are completed, if the completion of the 
transaction is considered likely; otherwise they are expensed as incurred. Share issue costs are charged to share 
capital when the related shares are issued. Deferred share issue costs related to financing transactions that are 
not completed are charged to expenses. 

h) Earnings (Loss) per Share  

Basic loss per share is calculated by dividing profit or loss attributable to ordinary equity holders (numerator) by the 
weighted average number of ordinary shares outstanding (denominator) during the year. The denominator is 
calculated by adjusting the shares issued at the beginning of the period by the number of shares bought back during 
the period, multiplied by a time-weighting factor. 

Diluted loss per share would be calculated by adjusting the earnings and number of shares for the effects of dilutive 
options and other dilutive potential units. The effects of anti-dilutive potential units are ignored in calculating loss 
per share. 

i) Share Purchase Warrants 

The Company bifurcates units consisting of common shares and share purchase warrants using the residual value 
approach whereby it first measures the common share component of the unit at fair value using quoted market 
prices as input values and then allocates any residual amount to the warrant component of the unit. The residual 
value of the warrant component is credited to contributed surplus. If the proceeds from the offering are less than or 
equal to the estimated fair market value of shares issued, a nil carrying amount is assigned to the warrants. When 
warrants are exercised, the corresponding assigned value of the warrants is reclassified to share capital. Warrants 
that are issued as payments for agency fee or other transactions costs are accounted for as share-based payments. 
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3. Significant Accounting Policies (continued) 

j) Share Based Payments  

Share-based payments are measured at the fair value of the instrument issued and amortized over the vesting 
periods, if applicable. The fair value of the stock-based payment is recognized as an expense or capitalized to 
share capital with a corresponding increase in contributed surplus. 

The fair value is measured at the grant date and recognized over the period during which the options vest. The fair 
value of the options granted is measured using the Black-Scholes option-pricing model, taking into account the 
terms and conditions upon which the options were granted.  

k) Financial Instruments 

Financial assets 

The Company classifies its financial assets into one of the following categories, depending on the purpose for which 
the asset was acquired. Management determines the classification of its financial assets at initial recognition. 

Fair value through profit or loss 
Financial assets at fair value through profit or loss are initially recognized at fair value with changes in fair value 
recorded through the statement of comprehensive loss.  Cash is included in this category of financial assets. 

Available-for-sale financial assets 

Available-for-sale financial assets are financial assets that are designated as available for sale and that are not 
classified in any of the other categories. Subsequent to initial recognition at fair value, they are measured at fair 
value and changes therein are recognized in accumulated other comprehensive income and presented within equity  
in accumulated other comprehensive income (loss). When an investment is derecognized, the cumulative gain or 
loss in other comprehensive income is transferred to profit or loss. There are no assets included in this category.

Loans and receivables 

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted 
in an active market. They are classified as current assets or non-current assets based on their maturity date, and 
are carried at amortized cost, using the effective interest method, less any impairment. Other receivables, funds 
held in trust, short term investment and share subscription receivable are included in this category. 

Impairment of financial assets 

All financial assets except for those at fair value through profit or loss are subject to review for impairment at least 
at each reporting date. Financial assets are impaired when there is any objective evidence indicating that one or 
more events have had a negative impact on the estimated future cash flows of that asset. Different criteria to 
determine impairment are applied for each category of financial assets, which are described above. 

An impairment loss in respect of a financial assets measured at amortized cost is calculated as the difference 
between its carrying amount and the net present value of the estimated future cash flows discounted at the original 
effective interest rate. An impairment loss in respect of an available-for-sale asset is calculated by reference to its 
fair value and any amounts in other comprehensive income are transferred to earnings.

Individually significant financial assets are tested for impairment on an individual basis. The remaining financial 
assets are assessed collectively in groups that share similar credit risk characteristics. 

Financial assets are de-recognized when the contractual rights to the cash flows from the financial asset expire or 
when the contractual rights to those assets are transferred.  
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3. Significant Accounting Policies (continued) 

k) Financial Instruments (continued) 

Gains or losses related to impairment or de-recognition are recognized in the statement of comprehensive loss in 
the period in which they occur. An impairment loss is reversed if the reversal can be related objectively to an event 
occurring after the impairment loss was recognized. 

Financial liabilities 

The Company classifies its financial liabilities as other financial liabilities. Management determines the classification 
of its financial liabilities at initial recognition. Other financial liabilities are non-derivatives and are recognized initially 
at fair value, net of transaction costs incurred and are subsequently stated at amortized cost. Any difference 
between the amounts originally received, net of transaction costs, and the redemption value is recognized in the 
statement of comprehensive loss over the period to maturity using the effective interest method. Financial liabilities 
are classified as current liabilities if payment is due within one year or less. If not, they are presented as non-current 
liabilities. Other financial liabilities include accounts payable and accrued liabilities and due to related parties. 

l) Equity Instruments 

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all 
of its liabilities. Equity instruments issued by the Company are recorded at the proceeds received net of direct 
issuance costs. 

m) Provisions 

A provision is recognized if, as a result of a past event, the Company has a present legal or constructive obligation 
that can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the 
obligation. If the effect of the time value of money is material, provisions are determined by discounting the expected 
future cash flows at a pre-tax rate that reflects the current market assessments of the time value of money and the 
risks specific to the liability.  Where discounting is used, the increase in the provision due to the passage of time is 
recognized as a finance cost in the consolidated statements of net loss and comprehensive loss.  

n) Impairment of non-financial assets 

The recoverability of fixed assets is dependent upon the receipt of license under ACMPR, the ability to obtain the 
necessary financing to continue the operation until its production provide positive cash flows or proceeds from the 
disposition thereof. The Company performs impairment tests on fixed assets when events or circumstances occur 
which indicate the assets may not be recoverable. Impairment assessments are carried out on a project by project 
basis with each project representing a single cash generating unit. When impairment indicators are identified, an 
impairment loss is recognized for any amount by which the asset’s carrying value exceeds its recoverable amount. 
The recoverable amount is the higher of the asset’s fair value less costs of disposal and its value in use. Fair value 
is determined as the amount that would be obtained from the sale of the asset in an arm’s length transaction 
between knowledgeable and willing parties. Value in use is determined as the present value of the estimated future 
cash flows expected to arise from the continued use of the asset in its present form and from its ultimate disposal. 
The Company evaluates impairment losses for potential reversals when events or circumstances warrant such 
consideration. 

4.  Accounting Pronouncements  

Certain new standards, interpretations and amendments to existing standards have been issued by the IASB or IFRIC 
that are mandatory for accounting periods noted below. Some updates that are not applicable or are not consequential 
to the Company may have been excluded from the list below: 
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4.  Accounting Pronouncements (continued) 

a) IFRS 9 – Financial Instruments 

This is a finalized version of IFRS 9 which contains accounting requirements for financial instruments, replacing 
IAS 39. The standard contains requirements in the following areas: 

 Classification and measurement - Financial assets are classified by reference to the business model within 
which they are held and their contractual cash flow characteristics. The 2014 version of IFRS 9 introduces a 
'fair value through other comprehensive income' category for certain debt instruments. Financial liabilities are 
classified in a similar manner to under IAS 39, however there are differences in the requirements applying to 
the measurement of an entity's own credit risk. 

 Impairment - The 2014 version of IFRS 9 introduces an 'expected credit loss' model for the measurement of 
the impairment of financial assets, so it is no longer necessary for a credit event to have occurred before a 
credit loss is recognized. 

 Hedge accounting - Introduces a new hedge accounting model that is designed to be more closely aligned with 
how entities undertake risk management activities when hedging financial and non-financial risk exposures. 

 Derecognition - The requirements for the derecognition of financial assets and liabilities are carried forward 
from IAS 39. 

The mandatory effective date of IFRS 9 is for annual periods beginning on or after January 1, 2018 with early 
adoption permitted, and must be applied retrospectively with some exemptions permitted. The Company is in the 
process of evaluating the impact of IFRS 9 on its financial statements. 

b) IFRS 16 – Leases  

On January 13, 2016, the International Accounting Standards Board published a new standard, IFRS 16, Leases, 
eliminating the current dual accounting model for lessees under IAS 17, Leases, which distinguishes between on-
balance sheet finance leases and off-balance sheet operating leases. The standard provides a single lessee 
accounting model, requiring lessees to recognize assets and liabilities for all leases unless the lease term is 12 
months or less or the underlying asset has a low value. In addition, lessees will recognize a front-loaded pattern of 
expense for most leases, even when cash rentals are constant. IFRS 16 is effective for annual periods beginning 
on or after January 1, 2019, with earlier adoption permitted, only if the entity is also applying IFRS 15, Revenue 
from Contracts with Customers. Companies can elect to use either a full or modified retrospective approach when 
adopting this standard and it is effective for annual periods beginning on or after January 1, 2019. The Company is 
in the process of evaluating the impact of IFRS 16 on its financial statements. 

c) IFRS 15 – Revenue from Contracts with Customers  

IFRS 15, Revenue from Contracts with Customers was issued by IASB on May 2014, and will replace IAS 18, 
Revenue, IAS 11, Construction contracts, and related interpretations on revenue. IFRS 15 specifies how and when 
to recognize revenue and enhances relevant disclosures to be applied to all contracts with customers, except for 
contracts that are within the scope of the standards on leases, insurance contracts and financial instruments. 
IFRS 15 uses a control based approach to recognize revenue which is a change from the risk and reward approach 
under the current standard. Companies can elect to use either a full or modified retrospective approach when 
adopting this standard and it is effective for annual periods beginning on or after January 1, 2018. 

5. Funds in trust 

As at January 31, 2018, the Company has funds held in trust by its lawyers in the balance of $84,000 
(January 31, 2017 - $5,688,000). The funds held in trust are not subject to any restrictions.  



SANTE VERITAS THERAPEUTICS INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

(Expressed in Canadian Dollars) 
Year ended January 31, 2018

13 

6. GST and other receivables 

The Company’s taxes and other receivable include the following: 

7. Deposits and prepaid expenses 

The Company's deposits and prepaid expenses include the following: 

As at January 31, 2018, deposits on fixed assets represents deposits on construction materials ordered for leasehold 
improvements (Note 9). Prepaid expenses represent prepaid IT subscriptions, insurance, utilities and supplier invoices.  

8. Accounts payable and accrued liabilities 

The Company’s accounts payable and accrued liabilities include the following: 

The balance of withholding taxes payable as at January 31, 2018 is related to the withholding taxes payable on the 
acting CEO’s taxable benefits for the year-ended January 31, 2018 (Note 13). 

9. Fixed Assets

Cultivation Facility
Leasehold 

improvements
Cultivation 
equipment

Security 
equipment Total Computers

$ $ $ $ $
Cost
As at January 31, 2016 110,974 13,406 - 124,380 -
Additions 142,816  - - 142,816 -
As at Jan 31, 2017 253,790 13,406 - 267,196 -
Additions 7,541,657 155,136 524,800 8,221,593 10,661
Disposals (351,391) (13,406) - (364,797) -
As at January 31, 2018 7,444,056 155,136 524,800 8,123,992 10,661

January 31,2018 January 31,2017 
$ $ 

Account receivable 8,537 12 
GST/HST receivable 277,577 16,122 

286,114 16,134

January 31,2018 January 31,2017 
$ $ 

Deposits on fixed assets 310,404 - 
Prepaid expenses 64,993 107,872 

375,397 107,872 

January 31,2018 January 31,2017 
$ $ 

Accounts payable 1,811,798 89,572 
Accrued liabilities 25,000 1,500 
Withholding taxes payable 54,109 
Vacation pay payable 15,006 - 

1,905,913 91,072
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9. Fixed assets (continued) 

Cultivation Facility 
Leasehold 

improvements
Cultivation 
equipment

Security 
equipment Total Computers

Accumulated depreciation $ $ $ $ $
As at January 31, 2017 
and 2016 - - - - -

Depreciation - - - 2,932
As at January 31, 2018 - - - - 2,932

Cultivation Facility 
Leasehold 

improvements
Cultivation 
equipment

Security 
equipment Total Computers

Net book value $ $ $ $ $
As at January 31, 2016 110,974 13,406 - 124,380 -
As at January 31, 2017 253,790 13,406 - 267,196 -
As at January 31, 2018 7,444,056 155,136 524,800 8,123,992 7,729

Leasehold Improvements represent pre-construction and construction costs associated with the design, renovation, 
engineering, and improvement work done on the medical marijuana cultivation facility in Powell River, British Columbia. 
The facility is leased by the Company from the City of Powell River and classified for accounting purposes as an 
operating lease (see Note 15 for further details). The Company is expecting completion of the Phase 1 of its cultivation 
facility (currently under construction) before the end of the 2018 calendar year. 

Cultivation equipment represents all costs associated with cultivation and production equipment (shredder, incinerator, 
water treatment systems, trimmers and moveable racks) for the Powell River facility. All equipment is purchased and 
owned by the Company. 

10. Share Capital 

a) Authorized Capital 

The authorized share capital of the Company consists of an unlimited number of common shares. 

b) Issued and Outstanding

As at January 31, 2018 – 244,545,589 (2017 – 165,900,121) 

During the year ended January 31, 2018 the Company completed a private placement and issued a total of 
54,609,021 common shares, broken out as follows: 

 1,666,666 shares issued through a private placement on February 8, 2017 at $0.06 a share for gross proceeds 
of $100,000. 

 52,942,355 shares issued through a private placement on December 19, 2017 at $0.30 a share for gross 
proceeds of $15,882,707. 
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10. Share Capital (continued) 

b) Issued and Outstanding (continued)

During the year ended January 31, 2018, the Company issued 1,736,447 common shares to pay expense reports 
of $104,187 at a deemed fair market value of $0.06 per share. 

During the year ended January 31, 2018, the Company issued 21,300,000 common shares to purchase services 
of $1,278,000 at a deemed fair market value of $0.06 per share. 

In addition, the Company issued 1,000,000 common shares to the acting CEO as a signing bonus at a deemed fair 
market value of $0.06 per share for total value of $60,000. 

During the year ended January 31, 2018, the Company incurred $1,679,401 of share issue costs 
($291,201 – 2017).  These costs are broken out as follows: 

 $1,034,812 paid in commissions, legal and advisory fees, other costs and disbursements ($nil – 2017) 

 $215,272 recorded for 1,000,000 finder’s fee warrants ($180,000 for 2,999,998 shares – 2017).   

 $429,317 recorded for 1,993,268 brokers’ warrants ($111,201 for 3,000,000 warrants – 2017) 

During the year ended January 31, 2018, there are 270,833 common shares to be issued at a fair market value of 
$0.30 per share for services the acting CEO performed throughout the period for a total value of $81,250.  

During the year ended January 31, 2017, the Company issued 371,800 common shares to settle an aggregate of 
$37,180 of debt at a fair market value of $0.10 per share.  

During the year ended January 31, 2017, the Company completed a private placement and issued 108,333,323 
common shares at $0.06 per common share for gross proceeds of $6,500,000. In connection with this, the Company 
also issued 2,999,998 common shares at $0.06 per share and 3,000,000 share purchase warrants as finders’ fee 
for a total of $291,201. 

During the year ended January 31, 2017, the Company issued 36,000,000 common shares at a fair market value 
of $0.06 per share to related parties for services they have performed throughout the year for a total of $2,160,000.

c) Contributed Surplus  

- Share purchase warrants

Number of 
Warrants

Weighted Average 
Exercise Price Expiry Date

Balance, January 31, 2016 - - - 
Issued during the year: 3,000,000 $0.06 January 27, 2019 
Balance, January 31, 2017 3,000,000 $0.06 

Issued during the year:        14,993,268  $0.16 
December 19, 2019, 

October 20, 2020  
Balance, January 31, 2018        17,993,268 $0.14 

At January 31, 2017, Contributed Surplus includes revaluation of 11,800,000 Founders’ shares at $258,988. 
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10. Share Capital (continued) 

c) Contributed Surplus (continued)

During the year ended January 31, 2018, the Company issued 14,993,268 share purchase warrants as follows: 

 12,000,000 share purchase warrants exercisable at $0.12 per warrant with an expiry of October 20, 2020. 
The fair value of warrants granted was $0.04 per warrant as estimated using the Black-Scholes option 
pricing model for a cumulative total of $484,777 total, which was recorded against contributed surplus. 

 1,993,268 brokers warrants exercisable at $0.30 per warrant with an expiry of December 19, 2019. The fair 
value of warrants granted was $0.22 per warrant as estimated using the Black-Scholes option pricing model 
for a total value of $429,317, which was recorded against contributed surplus.  

 1,000,000 share purchase warrants exercisable at $0.30 per option with an expiry of December 19, 2019. 
The fair value of the options granted was $0.21 per option as estimated using the Black-Scholes option 
pricing model for a total of $215,272 for the year ended January 31, 2018, which was recorded against 
contributed surplus. 

The following weighted average assumptions used in the Black-Scholes model to determine the fair value of the 
warrants granted were as follows: 

2018               2017 
Risk-free interest rate 1.35% -1.52%             0.82% 
Dividend yield   -                       -  
Volatility 136% -156%              123% 
Expected life 2-3 years            2 years 

- Stock options 

Number of Options 
Outstanding

Number of Options 
Exercisable 

Weighted Average 
Exercise Price

Balance, January 31, 2017 and 2016 - - - 
Options granted during the year: 7,000,000 3,250,000 0.17 
Balance, January 31, 2018 7,000,000 3,250,000 0.17 

During the year ended January 31, 2018, the Company issued 7,000,000 share purchase options as follows: 

During the year ended January 31, 2018, the Company issued 5,000,000 share purchase options exercisable at 
$0.25 per option with an expiry of July 31, 2027. The options were vested quarterly, in equal instalments over 24 
months, with the first vesting of 625,000 options due on 31 October 2017. The fair value of options granted was 
$0.06 per option as estimated using the Black-Scholes option pricing model for a total of $155,432 for the year 
ended January 31,2018, which was recorded against contributed surplus.  

During the year ended January 31, 2018, the Company granted the acting CEO a one-time right to acquire up to 
2,000,000 common shares at a price of $0.125 per share with an expiry of March 31, 2018. The fair value of one-
time right granted was $0.01 per share as estimated using the Black-Scholes option pricing model for a total of 
$22,401, which was recorded against contributed surplus.  
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10. Share Capital (continued) 

c) Contributed Surplus (continued)

The following assumptions were used in the Black-Scholes model to determine the fair value of the options granted: 

 2018 
Risk-free interest rate 0.81% - 1.65% 
Dividend yield  - 
Volatility 124% - 131% 

    Expected life                                                                                     0.67 - 10 years 

11. Financial Instruments  

a) Fair Value 

The fair value of financial instruments is the amount of consideration that would be agreed upon in an arm’s length 
transaction between knowledgeable, willing parties who are under no compulsion to act. Fair values are determined 
by reference to quoted market prices, as appropriate, in the most advantageous market for that instrument to which 
the Company has immediate access. Where quoted market prices are not available, the Company uses the closing 
price of the most recent transaction for that instrument. In the absence of an active market, fair values are 
determined based on prevailing market rates for instruments with similar characteristics. The fair value of current 
financial instruments approximates their carrying values as long as they are short term in nature or bear interest at 
market rates.  

b) Fair Value Hierarchy  

Financial instruments that are held at fair value are categorized based on a valuation hierarchy which is determined 
by the valuation methodology utilized:

Level 1 – quoted prices (unadjusted) in active markets for identical assets or liabilities. Cash are valued using a 
market approach based upon unadjusted quoted prices for identical assets in an active market obtained from 
securities exchanges. 

Level 2 – inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 
directly (that is, as prices) or indirectly (that is, derived from prices).

Level 3 – inputs for the asset or liability that are not based on observable market data (unobservable inputs). 

Fair value at January 31, 2018
Level 1 Level 2 Level 3

$ $ $
Financial assets
Cash  1,791,310 - -
Short term investment  10,000,000 - -

Fair value at January 31, 2017
Level 1 Level 2 Level 3

$ $ $
Financial assets
Cash  419,377 - -
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11. Financial Instruments (continued) 

c) Financial Risk Management 

The Company’s financial instruments include cash, short term investment, funds held in trust, accounts payable 
and accrued liabilities and due to related parties. The risks associated with these financial instruments and the 
policies on how to mitigate these risks are set out below. Management manages and monitors these exposures to 
ensure appropriate measures are implemented on a timely and effective manner. 

(i) Credit Risk 

Financial instruments that potentially subject the Company to a concentration of credit risk consist primarily of 
cash. The Company limits its exposure to credit loss by placing its cash with high credit quality financial 
institutions. The carrying amount of financial assets represents the maximum credit exposure.  

(ii) Foreign Exchange Rate and Interest Rate Risk 

The Company is exposed to foreign exchange rate and interest rate risk to the extent that the cash maintained 
at the financial institution is subject to a floating foreign exchange rate and rate of interest.  The interest rate 
risks on cash and on the Company’s obligations are not considered significant. 

(iii) Liquidity Risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The 
Company currently settles its financial obligations out of cash. The ability to do this relies on the Company 
raising equity financing in a timely manner and by maintaining sufficient cash in excess of anticipated needs. 
The Company’s financial obligations relate solely to trade accounts payable that are due within 1 year.  

d) Capital Management 

The Company manages its capital to maintain its ability to continue as a going concern and to provide returns to 
shareholders and benefits to other stakeholders. The capital structure of the Company consists of equity comprised 
of issued share capital and deficit. The Company manages its capital structure and makes adjustments to it in light 
of economic conditions. The Company, upon approval from its Board of Directors, will balance its overall capital 
structure through new share issues or by undertaking other activities as deemed appropriate under the specific
circumstances. The Company is not subject to externally imposed capital requirements and the Company’s overall 
strategy with respect to capital risk management remains unchanged for the years ended January 31, 2018 and 
2017.

12. Income Taxes 

The following table reconciles the expected income tax expense (recovery) at the Canadian statutory income tax rates to 
the amounts recognized in the statements of comprehensive loss for the years ended January 31, 2018 and 2017. 

January 31 January 31
2018 2017

Net loss before tax  $           (4,966,238)  $             (2,378,259) 
Statutory tax rate 13.50% 13.50% 
Expected income tax expense (recovery)              (670,442)                (321,065) 
Non-deductible items               294,096                   129,681  
Change in deferred tax asset not recognized               376,346                   191,384  
Total income tax expense (recovery) $                        -     $                          -

Deferred taxes reflect the tax effects of temporary differences between the carrying amounts of assets and liabilities for 
financial reporting purposes and their tax values. The unrecognized deductible temporary differences at January 31, 2018 
and 2017 are as follows: 
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12. Income Taxes (continued) 

January 31 January 31
2018 2017

Non-capital loss carry forwards $             3,890,525  $               1,115,525 
Net capital loss carry forwards               132,601                          -
Fixed assets               367,729                          -
Financing costs             1,669,711               1,122,482 
Total unrecognized deductible temporary differences $             6,060,566  $               2,238,007 

As at January 31, 2018, the Company has not recognized a deferred tax asset in respect of non-capital loss carry forwards 
of approximately $3,890,525 (2017: $1,115,524) which may be carried forward to apply against future income for 
Canadian income tax purposes, subject to the final determination by taxation authorities, expiring in the following years: 

Expiry Total 
2033                   77,226 
2034                  135,886 
2035                  418,903 
2036                     8,330 
2037                  475,180 
2038               2,775,000 
Total $ 3,890,525 

As at January 31, 2018, the Company has not recognized a deferred tax asset in respect of net capital loss carry forwards 
of approximately $132,601 (2017: $nil), which may be carried forward indefinitely to apply against future taxable capital 
gains for Canadian income tax purposes, subject to the final determination by taxation authorities.   

13. Related Party Transactions 

The Company’s key management personnel have authority and responsibility for overseeing, planning, directing and 
controlling the activities of the Company and consist of the Company’s acting Board of Directors and the Company’s 
acting Executive Leadership Team. 

Total compensation expense for key management personnel and the composition thereof, is as follows:  

January 31, 2018 January 31, 2017
$ $

Salaries and wages/ consulting fees 875,979 30,000
Shares issued for services and compensation (Note 10) 1,041,250 960,000
Warrants and options issued for services (Note 10) 581,814 -
Total 2,449,043 990,000
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13. Related Party Transactions (continued)  

Acting CEO’s Compensation  

On July 31, 2017, SVT Holdings Inc. entered into an executive employment agreement with the acting CEO. 
From July 31, 2017 to December 31, 2017, the Company reimbursed SVT Holdings Inc. for payment of the acting 
CEO’s remuneration.  On December 31, 2018, SVT Holdings Inc. assigned the acting CEO’s employment 
agreement to the Company, which assumed payment of the acting CEO’s compensation beginning January 1, 
2018. Under the terms of the acting CEO’s employment agreement, the acting CEO is entitled to the following 
remuneration: 

 Annual salary of $375,000 
 Annual car allowance of $12,000 
 Annual cash bonus of $75,000 (minimum) up to $187,500 (maximum).  
 Annual common share bonus of $75,000 (minimum) up to $187,500 (maximum).  
 1,000,000 common shares (signing bonus) valued at $0.06 per share (see Note 10 (b)) 
 2,000,000 rights (expiring March 31, 2018) to common shares at $0.125 per share (see Notes 10 (c), 16 (c)) 
 5,000,000 options (vesting quarterly over 2 years) on common shares at $0.25 per share (see Note 10 (c)) 

These transactions are in the normal course of operations and have been measured in the financial statements at the 
exchange amount, which is the amount of consideration established and agreed to by the related parties.  

At January 31, 2018, the amount due to related parties of $205,619 (2017 - $30,201) represents monthly management 
and consulting fees (including expense reports) paid by the Company to its acting director and officers after year-end.  

14. Interest Income 

The income earned for the year-ended January 31, 2018 for $30,443 (2017: $234) relates to the interest income on the 
Company’s short term investments (refer to Note 3(c)). 

15. Commitments  

a) Leased premises 

On November 15, 2016, the Company signed a lease with the City of Powell River, British Columbia to rent a vacant 
building at 6270 Yew Street, Powell River, British Columbia with an annual rent of $180,000 per year for ten years. 
Under the terms of the lease, the Company can renew the lease for an additional ten years on the same terms and 
conditions as the original lease.  

On July 7, 2017, the lease agreement was amended to add a Purchase Option allowing the Company to buy the 
building at an appraised value less 30% of annual base rent.  

The following table presents the minimum rental payments committed over the next five years and thereafter:  

2018
Less than 1 year $      180,000

1 - 5 years 720,000
More than 5 years 862,500

$ 1,762,500
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15.       Commitments (continued)  

b) Option Granted to the City of Powell River 

During the year ended January 31, 2017, the Company granted an option to the City of Powell River to purchase 
1,000,000 common shares of the Company at an exercise price of $0.10 per share for a period of 2 years from the 
date the occupancy permit is granted. The occupancy permit is to be issued by the City of Powell River upon Health 
Canada issuing the cultivation licence to the Company. As of the date of this report, the Company has not yet 
obtained the occupancy permit so the Company has not yet granted the option. 

c) Capital commitment  

The Company has entered into an agreement with vendors for the purchase of access control, intrusion, vault alarm, 
CCTV, intercom, fence protection systems, roof replacement and pre-engineered elevator(s) for a total cost of 
$1,019,174. 

16. Subsequent Events 

a) Business Combination 

On November 24, 2017, the Company signed a Letter of Intent with Marchwell Ventures Ltd. (Marchwell) to complete 
a triangular reverse take-over (RTO) of Marchwell by the Company and a listing on the Canadian Securities 
Exchange (CSE). On January 26, 2018, the parties signed a Definitive Agreement. Prior to the reverse take-over, 
Marchwell changed its name to Santé Veritas Holdings Inc. (SVH) and listed its shares on the Canadian Securities 
Exchange. On April 24, 2018, the Business Combination was completed whereby SVH acquired all the issued and 
outstanding common shares of SVT in exchange for common shares of SVH, which then began trading on the CSE 
on May 10, 2018. As part of the RTO, SVH changed its year-end from November 30 to January 31. 

On May 15, 2018, SVH signed a Letter of Intent to merge with Baker Technologies Inc., Briteside Holdings LLC and 
Sea Hunter Holdings LLC in TILT Holdings Inc. (TILT).  Following completion of the merger, the share and security 
holders of Baker, Briteside, Sea Hunter and SVH will own approximately 14.3%, 22.3%, 41.1%, and 22.3% 
(respectively) of TILT. As a result of signing the Letter of Intent, SVH was granted a temporary cessation in the 
trading of its shares on the CSE pending the future release of further information.   

b) Acting CEO’s compensation

On March 31, 2018, the acting CEO exercised 1,000,000 share purchase rights and purchased 1,000,000 common 
shares of the Company at $0.125 per share (the acting CEO’s remaining 1,000,000 rights were not exercised and 
as a result, expired on March 31, 2018).  

           c)     New Brunswick Operations

Subsequent to January 31, 2018, the Company intends to make an application for a licence under the ACMPR in 
respect of operations in New Brunswick, where the Company has secured an option on real estate and has secured 
municipal support for a cultivation and extraction operation.  
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Independent Auditors’ Report 

To the Board of Directors of Sante Veritas Therapeutics Inc.:   

We have audited the accompanying financial statements of Sante Veritas Therapeutics Inc., which comprise the statement of 
financial position as at January 31, 2017, and the statements of net loss and comprehensive loss, changes in equity and cash 
flows for the year then ended, and a summary of significant accounting policies and other explanatory information. 

Management’s Responsibility for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements in accordance with 
International Financial Reporting Standards, and for such internal control as management determines is necessary to enable 
the preparation of financial statements that are free from material misstatement, whether due to fraud or error. 

Auditors' Responsibility 

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our audit in 
accordance with Canadian generally accepted auditing standards. Those standards require that we comply with ethical 
requirements and plan and perform the audit to obtain reasonable assurance about whether the financial statements are free 
from material misstatement. 

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial 
statements. The procedures selected depend on the auditors’ judgment, including the assessment of the risks of material 
misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor 
considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used 
and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

We believe that the audit evidence we have obtained in our audit is sufficient and appropriate to provide a basis for our audit 
opinion. 

Opinion 

In our opinion, the financial statements present fairly, in all material respects, the financial position of Sante Veritas 
Therapeutics Inc. as at January 31, 2017 and its financial performance and its cash flows for the year then ended in accordance 
with International Financial Reporting Standards. 

Other Matter 

The comparative information presented herein as of and for the year ended January 31, 2016 has not been audited, reviewed 
or compiled and accordingly, we express no opinion on it. 

Vancouver, British Columbia 
April 23, 2018 Chartered Professional Accountants



SANTE VERITAS THERAPEUTICS INC.
STATEMENTS OF FINANCIAL POSITION

(Expressed in Canadian Dollars)

As at January 31, 2017
January 31, 2016

(Unaudited)

ASSETS

CURRENT
Cash and cash equivalents $             419,377 $ 9,359
Subscription receivable 12,000 -
Funds held in trust (Note 5) 5,688,000 -
Taxes and other receivable 16,134 587
Prepaid expense & deposits 107,872 760

6,243,383 10,706

Production facilities (Note 6) 253,790 110,974
Equipment & fixtures (Note 6) 13,406 13,406

TOTAL ASSETS $          6,510,579  $           135,086 

LIABILITIES 

CURRENT
Accounts payable and accrued liabilities $                91,072 $             42,720
Due to related parties 30,201 21,981

121,273 64,701

SHAREHOLDERS' EQUITY 

Share Capital (Note 7) 9,378,491 792,512
Contributed Surplus 347,189 235,988
Deficit (3,336,374) (958,115)

6,389,306                    70,385 

TOTAL LIABILITIES AND SHAREHOLDERS’ 
EQUITY  $          6,510,579  $            135,086 

Approved and authorized for issuance by the Board on April 23, 2018. 
“Suzanne Wood”                                                              “Ron Bell” 
Suzanne Wood        Ron Bell

               Director                     Director  

The accompanying notes are an integral part of these financial statements.



SANTE VERITAS THERAPEUTICS INC. 
STATEMENTS OF NET LOSS AND COMPREHENSIVE LOSS 

(Expressed in Canadian Dollars) 

January 31, 2017
January 31, 2016

(Unaudited)For the years ended

OPERATING EXPENSES 
    Marketing and business development costs $            20,000 $             200
    Legal and audit 37,333           158 
    Consulting fees 90,000                  7,625 
    Rent and utilities 44,717                      -
    Communication costs 2,221                    - 
    Facility repairs and maintenance 3,434 -
    Premises insurance 3,450 -
    General office expenses, bank charges 4,559 362
    Stock-based compensation 2,160,000 -
    Travel and accommodation 12,779                    -

2,378,493                  8,345

OTHER INCOME
Interest income (234) (15)

NET LOSS AND COMPREHENSIVE LOSS FOR
THE YEAR $  (2,378,259) $   (8,330)

Basic and diluted loss per share $             (0.11)  $         (0.00)

Weighted average shares outstanding - basic and 
diluted 20,793,911 18,195,000

The accompanying notes are an integral part of these financial statements.



SANTE VERITAS THERAPEUTICS INC. 
STATEMENTS OF CASH FLOWS 

(Expressed in Canadian Dollars) 

January 31, 2017
January 31, 2016 

(Unaudited)For the years ended

Cash flows from (used in) operating activities

Net loss for the year $      (2,378,259)    $        (8,330)
Items not affecting cash: 
    Share-based payments 2,160,000 -
    Services settled with shares 37,180 -

Changes in non-cash working capital items: 
    Taxes and other receivable (15,547)                    7,618 
    Prepaid expense & deposits (107,112)                    - 
    Due to related parties 8,220                  21,981
    Accounts payable and accrued liabilities 48,352                  13,825
Net cash from (used in) operating activities (247,166) 35,094

Cash flows from (used in) investing activities
Deferred development costs (142,816) (31,902)

Net cash (used in) investing activities (142,816) (31,902)

Cash flows from financing activities
Proceeds from private placements, net of  
issuance costs 800,000 -

Net cash from financing activities 800,000 -

Increase in cash and cash equivalents 410,018 3,192

Cash and cash equivalents, beginning of year 9,359 6,167

Cash and cash equivalents, end of year   $      419,377       $            9,359

The accompanying notes are an integral part of these financial statements.
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SANTE VERITAS THERAPEUTICS INC.
NOTES TO THE FINANCIAL STATEMENTS

(Expressed in Canadian Dollars) 
For the year ended January 31, 2017

1. Nature and Continuance of Operations 

Sante Veritas Therapeutics Inc. (the "Company") was incorporated under the laws of the Province of British Columbia 
on February 3, 2012. The Company’s registered office is located at #507 – 595 Howe Street, Vancouver, British 
Columbia, V6C 2T5.  On August 14, 2013, the Company filed an application to become a licensed producer of medical 
marijuana under Health Canada’s Marijuana for Medical Purposes Regulations (“MMPR”).   On June 10, 2016, the 
Company received notification from Health Canada of their Confirmation of Readiness Prior to a Pre-License 
Inspection.  Upon the completion of a satisfactory inspection, the Company will be issued a license under the MMPR 
and the amended Access to Cannabis for Medical Purposes Regulations (“ACMPR”). 

Management estimates that the Company has raised sufficient funds to meet its corporate, administrative and other 
obligations during the upcoming January 31, 2018 year-end. The Company has financed its activities and operations 
through equity issuances and expects to continue to do so to the extent such instruments are issuable under terms 
acceptable to the Company until such time as its operations provide positive cash flows. However, to continue its 
activities and operations, additional funding may need to be raised. During the fiscal years ended January 31, 2017 
and 2016, the Company raised a gross amount of $6,600,000 from private placements.  While the Company has been 
successful in raising financing in the past, there is no guarantee that the Company will be able to do so in the future. 

If future financing is unavailable, the Company may not be able to meet its ongoing obligations, in which case the 
realizable value of its assets may decline materially from current estimates and the Company will be required to re-
evaluate its plans for expenditures and allocate its resources in a matter that both the Board of Directors and senior 
management deem to be in Company’s best interest. Such a plan may result in significant deviations from the 
Company’s original plans for operations and main business purpose. 

As of January 31, 2017 and 2016, the Company reported the following: 

January 31,  
2017

 January 31, 2016 
(unaudited)

Net loss for the year $ (2,378,259) $ (8,330) 
Deficit $ (3,336,374) $ (958,115) 
Working capital (deficit) $            6,122,110 $ (53,995) 

2. Basis of Presentation 

a) Statement of compliance 

The financial statements have been prepared in accordance with International Accounting Standard (“IFRS”) issued 
by the International Accounting Standards Board (“IASB”) and Interpretations of the International Financial Reporting 
Interpretations Committee (“IFRIC”).

These financial statements were authorized by the Company’s Board of Directors on April 23, 2018. 

These financial statements are stated in Canadian dollars and were prepared under the historical cost convention. 

b) Functional and presentation currency 

These financial statements are presented in Canadian dollars, which is the Company’s functional currency.   

c) Critical accounting estimates and judgments 

The preparation of financial statements in conformity with IFRS requires management to make judgments, estimates, 
and assumptions that affect the application of accounting policies and the reported amounts of assets, liabilities, 
income and expenses, and related disclosure.  

Judgment is used mainly in determining how a balance or transaction should be recognized in the financial 
statements.  Estimates and assumptions are used mainly in determining the measurement of recognized transactions 
and balances.  Actual results may differ from these estimates.   



SANTE VERITAS THERAPEUTICS INC.
NOTES TO THE FINANCIAL STATEMENTS

(Expressed in Canadian Dollars) 
For the year ended January 31, 2017

2.  Basis of Presentation - continued 

c)    Critical accounting estimates and judgments - continued 

Significant areas where management’s estimates and judgments have been applied include: 

Judgments 

i) Going concern
Management has applied judgements in the assessment of the Company's ability to continue as a going concern when 
preparing the financial statements. Management prepares the financial statements on a going concern basis unless 
management either intends to liquidate the entity or to cease trading, or has no realistic alternative but to do so. In 
assessing whether the going concern assumption is appropriate, management takes into account all available 
information about the future, which is at least, but is not limited to, twelve months from the end of the reporting period. 
The assessment of the Company’s ability to execute its strategy and finance the operations by obtaining additional 
funding through debt or equity financing involves judgments. 

Estimates 

i) Depreciation
Property and equipment are depreciated using the straight-line method over the estimated useful life of the assets. 
Management reviews the useful lives and residual values of the depreciable assets at each reporting date, based on 
the expected utilization of the assets by the Company. Significant assumptions are involved in the determination of 
useful life and residual values and no assurance can be given that actual useful lives and residual values will not differ 
significantly from current assumptions. 

ii) Share-based payments 
The Company uses the fair value method of valuing compensation expense associated with the Company’s share-
based compensation plan.  Estimating fair value requires determining the most appropriate valuation model for a grant 
of equity instruments, which is dependent on the terms and conditions of the grant. Option-pricing models require the 
use of highly subjective estimates and assumptions including the expected stock price volatility and expected life of 
options.  Changes in the underlying assumptions can materially affect the fair value estimates and, therefore, existing 
models do not necessarily provide reliable measurement of the fair value of the Company’s stock options.  

iii) Deferred taxes 
Accounting for income taxes is a complex process requiring management to interpret frequently changing laws and 
regulations and make judgments relating to the application of tax law, the estimated timing of temporary difference 
reversals, and the estimated realization of tax assets. The Company recognizes the deferred tax benefit related to 
deferred tax assets to the extent recovery is probable. Assessing the recoverability of deferred tax assets requires 
management to make significant estimates of future taxable profit. 

Judgment, estimates and assumptions are continually evaluated and are based on historical experience and other 
factors including expectations of future events that are believed to be reasonable under the circumstances. Revisions 
to accounting estimates are recognized in the period in which the estimates are revised and in any future periods 
affected. 



SANTE VERITAS THERAPEUTICS INC.
NOTES TO THE FINANCIAL STATEMENTS

(Expressed in Canadian Dollars) 
For the year ended January 31, 2017

3. Significant Accounting Policies 

a) Foreign currency

Items included in the financial statements are measured using the currency of the primary economic environment in 
which the Company operates (the “functional currency”).  Foreign currency transactions are translated into the 
functional currency using the exchange rates prevailing at the dates of the transaction.  Foreign exchanges gains and 
losses resulting from the settlement of such transactions and from the translation of monetary assets and liabilities not 
denominated in the functional currency of the Company are recognized in the statements of comprehensive loss. 

b) Cash and cash equivalents 

Cash and cash equivalents include short-term investments that are readily convertible into cash with original maturities 
of three months or less. 

c) Short Term Investments

Short-term investments are readily convertible into cash with original maturities of three months or greater.  Short-term 
investments consist of guaranteed investment certificates and are classified as fair value through profit or loss.  As at 
January 31, 2017 and 2016, the Company had no short-term investments. 

d) Income taxes 

Income tax expense comprises current and deferred tax. Current tax and deferred tax are recognized in profit or loss 
except to the extent that it relates to a business combination, or items recognized directly in equity or in other 
comprehensive income. 

Current tax is the expected tax payable or receivable on the taxable income or loss for the year, using tax rates enacted 
or substantively enacted at the reporting date, and any adjustment to tax payable in respect of previous years. 

Deferred tax is recognized in respect of temporary differences between the carrying amounts of assets and liabilities 
for financial reporting purposes and the amounts used for taxation purposes. Deferred tax is not recognized for the 
following temporary differences: the initial recognition of assets or liabilities in a transaction that is not a business 
combination and that affects neither accounting nor taxable profit or loss, and differences relating to investments in 
subsidiaries and jointly controlled entities to the extent that it is probable that they will not reverse in the foreseeable 
future. In addition, deferred tax is not recognized for taxable temporary differences arising on the initial recognition of 
goodwill. Deferred tax is measured at the tax rates that are expected to be applied to temporary differences when they 
reverse, based on the laws that have been enacted or substantively enacted by the reporting date. Deferred tax assets 
and liabilities are offset if there is a legally enforceable right to offset current tax liabilities and assets, and they relate 
to income taxes levied by the same tax authority on the same taxable entity, or on different tax entities, but they intend 
to settle current tax liabilities and assets on a net basis or their tax assets and liabilities will be realized simultaneously. 

A deferred tax asset is recognized for unused tax losses, tax credits and deductible temporary differences, to the extent 
that it is probable that future taxable profits will be available against which they can be utilized. Deferred tax assets are 
reviewed at each reporting date and are reduced to the extent that it is no longer probable that the related tax benefit 
will be realized.



SANTE VERITAS THERAPEUTICS INC.
NOTES TO THE FINANCIAL STATEMENTS

(Expressed in Canadian Dollars) 
For the year ended January 31, 2017

3.  Significant Accounting Policies – continued 

e) Production facilities 

Production facilities are capitalized when the Company can demonstrate: 
• The technical feasibility of completing the project so that it will be available for use or sale; 
• The intention to complete and ability to use or sell the project; 
• That the project will generate future economic benefits; 
• The availability of resources to complete the project; and 
• The ability to measure reliably the expenditures during development. 

Production facilities represent pre-construction costs directly related to new projects. Deferral begins once it is 
determined by management that a given project has a high likelihood of being pursued through to completion. Costs 
are deferred up to the closing of the start of construction, at which time they are reclassified to the cost of property, 
plant and equipment. All indirect development costs not eligible for capitalization have been expensed. 

f) Equipment & fixtures 

Property, plant and equipment are recorded at cost less accumulated depreciation and impairment losses. The 
Company starts to deprecate property, plant and equipment when assets are ready and available for use. 

Depreciation of equipment is calculated using the following method over their respective estimated useful life at the 
following annual rates: 

Equipment  30% declining balance 

Depreciation methods and useful lives are reviewed at each reporting date and adjusted if appropriate. Property, plant 
and equipment are written down to the net recoverable value when management determines there has been a change 
in circumstances which indicates its carrying amount may not be recoverable. Any gain or loss on disposal of an item 
of property and equipment is recognized in profit or loss. 

g) Share capital and share issuance costs 

The Company records proceeds from share issuances net of issuance costs.  Shares issued for consideration other 
than cash are valued at the quoted price on the date the agreement to issue the shares was reached. 

Professional, consulting, regulatory and other costs directly attributable to equity financing transactions are recorded 
as deferred share issue costs until the financing transactions are completed, if the completion of the transaction is 
considered likely; otherwise they are expensed as incurred. Share issue costs are charged to share capital when the 
related shares are issued. Deferred share issue costs related to financing transactions that are not completed are 
charged to expenses. 



SANTE VERITAS THERAPEUTICS INC.
NOTES TO THE FINANCIAL STATEMENTS

(Expressed in Canadian Dollars) 
For the year ended January 31, 2017

3. Significant Accounting Policies – continued 

h) Earnings (loss) per share 

Basic loss per share is calculated by dividing profit or loss attributable to ordinary equity holders (numerator) by the 
weighted average number of ordinary shares outstanding (denominator) during the year.  The denominator is calculated 
by adjusting the shares issued at the beginning of the period by the number of shares bought back during the period, 
multiplied by a time-weighting factor. 

Diluted loss per share would be calculated by adjusting the earnings and number of shares for the effects of dilutive 
options and other dilutive potential units.  The effects of anti-dilutive potential units are ignored in calculating loss per 
share. 

i) Share purchase warrants 

The Company bifurcates units consisting of common shares and share purchase warrants using the residual value 
approach whereby it first measures the common share component of the unit at fair value using quoted market prices 
as input values and then allocates any residual amount to the warrant component of the unit. The residual value of the 
warrant component is credited to contributed surplus. If the proceeds from the offering are less than or equal to the 
estimated fair market value of shares issued, a nil carrying amount is assigned to the warrants. When warrants are 
exercised, the corresponding assigned value of the warrants is reclassified to share capital. Warrants that are issued 
as payments for agency fee or other transactions costs are accounted for as share-based payments. 

j) Share-based payments  

Stock-based payments are measured at the fair value of the instrument issued and amortized over the vesting periods, 
if applicable.  The fair value of the stock-based payment is recognized as an expense or capitalized to share capital 
with a corresponding increase in contributed surplus. 

The fair value is measured at the grant date and recognized over the period during which the options vest. The fair 
value of the options granted is measured using the Black-Scholes option-pricing model, taking into account the terms 
and conditions upon which the options were granted. At each financial position reporting date, the amount recognized 
as an expense is adjusted to reflect the actual number of share options that are expected to vest. 

The compensation cost of stock options granted to consultants is initially measured at fair value of the awards at the 
grant date, periodically remeasured to fair value until the consultant’s performance is complete, and recognized over 
the periods during which the consultant become unconditionally entitled to the options. The compensation cost is 
charged to profit or loss with a corresponding increase to contributed surplus. 

k) Financial instruments 

Financial assets 

The Company classifies its financial assets into one of the following categories, depending on the purpose for which 
the asset was acquired.  Management determines the classification of its financial assets at initial recognition.  

Fair value through profit or loss 
Financial assets at fair value through profit or loss are initially recognized at fair value with changes in fair value 
recorded through the consolidated statements of comprehensive loss.  Cash and cash equivalents are included in 
this category of financial assets. 



SANTE VERITAS THERAPEUTICS INC.
NOTES TO THE FINANCIAL STATEMENTS

(Expressed in Canadian Dollars) 
For the year ended January 31, 2017

3. Significant Accounting Policies – continued 

k)  Financial instruments – continued 

Available-for-sale financial assets 
Available-for-sale financial assets are financial assets that are designated as available for sale and that are not 
classified in any of the other categories.  Subsequent to initial recognition at fair value, they are measured at fair 
value and changes therein are recognized in accumulated other comprehensive income and presented within 
equity in accumulated other comprehensive income (loss).  When an investment is derecognized, the cumulative 
gain or loss in other comprehensive income is transferred to profit or loss.  There are no assets included in this 
category of financial assets. 

Loans and receivables 
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are not quoted 
in an active market.  They are classified as current assets or non-current assets based on their maturity date, and 
are carried at amortized cost, using the effective interest method, less any impairment.  Funds held in trust and 
subscription receivable are included in this category of financial assets. 

Impairment of financial assets
All financial assets except for those at fair value through profit or loss are subject to review for impairment at least 
at each reporting date.  Financial assets are impaired when there is any objective evidence indicating that one or 
more events have had a negative impact on the estimated future cash flows of that asset.  Different criteria to 
determine impairment are applied for each category of financial assets, which are described above. 

An impairment loss in respect of a financial assets measured at amortized cost is calculated as the difference 
between its carrying amount and the net present value of the estimated future cash flows discounted at the original 
effective interest rate.  An impairment loss in respect of an available-for-sale asset is calculated by reference to its 
fair value and any amounts in other comprehensive income are transferred to earnings.

Individually significant financial assets are tested for impairment on an individual basis.  The remaining financial 
assets are assessed collectively in groups that share similar credit risk characteristics. 

Financial assets are de-recognized when the contractual rights to the cash flows from the financial asset expire or 
when the contractual rights to those assets are transferred.  

Gains or losses related to impairment or de-recognition are recognized in the statement of comprehensive loss in 
the period in which they occur.  An impairment loss is reversed if the reversal can be related objectively to an event 
occurring after the impairment loss was recognized. 

Financial liabilities 

The Company classifies its financial liabilities as other financial liabilities.  Management determines the 
classification of its financial liabilities at initial recognition.  Other financial liabilities are non-derivatives and are 
recognized initially at fair value, net of transaction costs incurred and are subsequently stated at amortized cost.  
Any difference between the amounts originally received, net of transaction costs, and the redemption value is 
recognized in the statement of comprehensive loss over the period to maturity using the effective interest method.  
Financial liabilities are classified as current liabilities if payment is due within one year or less.  If not, they are 
presented as non-current liabilities.  Other financial liabilities include accounts payable and accrued liabilities and 
due to related parties. 

l) Equity instruments 

An equity instrument is any contract that evidences a residual interest in the assets of an entity after deducting all 
of its liabilities.  Equity instruments issued by the Company are recorded at the proceeds received net of direct 
issuance costs. 



SANTE VERITAS THERAPEUTICS INC.
NOTES TO THE FINANCIAL STATEMENTS

(Expressed in Canadian Dollars) 
For the year ended January 31, 2017

3. Significant Accounting Policies – continued 

m) Provisions 

A provision is recognized if, as a result of a past event, the Company has a present legal or constructive obligation that 
can be estimated reliably, and it is probable that an outflow of economic benefits will be required to settle the obligation.  
If the effect of the time value of money is material, provisions are determined by discounting the expected future cash 
flows at a pre-tax rate that reflects the current market assessments of the time value of money and the risks specific to 
the liability.  Where discounting is used, the increase in the provision due to the passage of time is recognized as a 
finance cost in the statements of comprehensive loss.  

4. Accounting Pronouncements  

Certain new standards, interpretations and amendments to existing standards have been issued by the IASB or IFRIC 
that are mandatory for accounting periods noted below. Some updates that are not applicable or are not consequential 
to the Company may have been excluded from the list below: 

a) IFRS 9 – Financial Instruments 

This is a finalized version of IFRS 9 which contains accounting requirements for financial instruments, 
replacing IAS 39. The standard contains requirements in the following areas: 

•  Classification and measurement - Financial assets are classified by reference to the business model within which 
they are held and their contractual cash flow characteristics. The 2014 version of IFRS 9 introduces a 'fair value 
through other comprehensive income' category for certain debt instruments. Financial liabilities are classified in a 
similar manner to under IAS 39, however there are differences in the requirements applying to the measurement of 
an entity's own credit risk. 

•  Impairment - The 2014 version of IFRS 9 introduces an 'expected credit loss' model for the measurement of the 
impairment of financial assets, so it is no longer necessary for a credit event to have occurred before a credit loss 
is recognized. 

•  Hedge accounting - Introduces a new hedge accounting model that is designed to be more closely aligned with 
how entities undertake risk management activities when hedging financial and non-financial risk exposures. 

•  Derecognition - The requirements for the derecognition of financial assets and liabilities are carried forward from 
IAS 39. 

The mandatory effective date of IFRS 9 is for annual periods beginning on or after January 1, 2018 with early adoption 
permitted, and must be applied retrospectively with some exemptions permitted. 

b) IFRS 16 – Leases  

On January 13, 2016, the International Accounting Standards Board published a new standard, IFRS 16, Leases, 
eliminating the current dual accounting model for lessees, which distinguishes between on-balance sheet finance 
leases and off-balance sheet operating leases. Under the new standard, a lease becomes an on-balance sheet liability 
that attracts interest, together with a new right-of-use asset. In addition, lessees will recognize a front-loaded pattern 
of expense for most leases, even when cash rentals are constant. IFRS 16 is effective for annual periods beginning on 
or after January 1, 2019, with earlier adoption permitted. 

c) IFRS 15 – Revenue from Contracts with Customers  

IFRS 15 - Revenue from Contracts with Customers, effective for annual periods beginning on or after January 1, 2018, 
with early adoption permitted, specifies how and when to recognize revenue and enhances relevant disclosures to be 
applied to all contracts with customers. 
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5. Funds Held in Trust 

As at January 31, 2017, the Company has funds held in trust by its lawyers in the balance of $5,688,000 (January 31, 
2016 - $nil). The funds held in trust are not subject to any restrictions.  

6. Fixed Asset 

Production facilities

As at January 31, 2017, the Company has incurred $253,790 (January 31, 2016 - $110,974) deferred development 
costs, representing construction costs specifically related to the design, renovation, engineering and improvement work 
done on the medical marijuana growing facility. These costs will be transferred to property, plant and equipment upon 
the start of the construction. 

Equipment 

January 31, 2017 January 31, 2016 
(unaudited) 

Opening balance $ 13,406 $ 13,406 
Additions during the year - - 
Ending balance $ 13,406 $ 13,406 

The equipment are for the purpose of growing medical marijuana, are not yet available for use and are not depreciated 
for the year ended January 31, 2017.  

7. Share Capital 

a)  Authorized Capital

The authorized share capital of the Company consists of an unlimited number of common shares, without par value.

b)  Issued and outstanding

As at January 31, 2017 – 165,900,121  

During the year ended January 31, 2017, the Company issued 371,800 common shares to settle an aggregate of 
$37,180 of debt at a fair market value of $0.10 per share. 

During the year ended January 31, 2017, the Company completed a private placement and issued 108,333,323 
common shares at $0.06 per common share for gross proceeds of $6,500,000. In connection with this, the Company 
also issued 2,999,998 common shares at $0.06 per share and 3,000,000 share purchase warrants (Note 8c) as finders’ 
fee for a total of $291,201. 

During the year ended January 31, 2017, the Company issued 36,000,000 common shares at a fair market value of 
$0.06 per share to related parties for services they have performed throughout the year for a total of $2,160,000. 

As at January 31, 2016 – 18,195,000 

The Company did not issue any common shares during the year ended January 31, 2016. 
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7. Share Capital – continued 

c)  Share purchase warrants 

A summary of warrant activities for the years ended January 31, 2017 and 2016 are as follows: 

Number of Warrants 
Weighted Average 

Exercise Price 
Balance, January 31, 2016 and 2015 - $           - 
Issued during the year 3,000,000 0.06 
Balance, January 31, 2017 3,000,000 $     0.06 

During the year ended January 31, 2017, the Company issued 3,000,000 brokered share purchase warrants at $0.06 
per warrant with an expiry of January 27, 2019. The weighted average remaining contractual life is 1.99 years. The 
weighted average fair value of warrants granted was $ 0.037 per warrant as estimated using the Black-Scholes option 
pricing model for a total of $111,201, which was recorded as share issuance cost. The following weighted average 
assumptions used in the Black-Scholes model to determine the fair value of the warrants granted were as follows: 

2017 
Risk-free interest rate       0.82% 
Dividend yield - 
Volatility 122.76% 
Expected life 2 years 

8. Financial Instruments  

a) Fair value 

The fair value of financial instruments is the amount of consideration that would be agreed upon in an arm’s length 
transaction between knowledgeable, willing parties who are under no compulsion to act.  Fair values are determined 
by reference to quoted market prices, as appropriate, in the most advantageous market for that instrument to which 
the Company has immediate access.  Where quoted market prices are not available, the Company uses the closing 
price of the most recent transaction for that instrument.  In the absence of an active market, fair values are determined 
based on prevailing market rates for instruments with similar characteristics.  The fair value of current financial 
instruments approximates their carrying values as long as they are short term in nature or bear interest at market rates.   

b)           Fair value hierarchy     

Financial instruments that are held at fair value are categorized based on a valuation hierarchy which is determined by 
the valuation methodology utilized: 

Level 1 – quoted prices (unadjusted) in active markets for identical assets or liabilities. Cash and cash equivalents are 
valued using a market approach based upon unadjusted quoted prices for identical assets in an active market obtained 
from securities exchanges. 

Level 2 – inputs other than quoted prices included within Level 1 that are observable for the asset or liability, either 
directly (that is, as prices) or indirectly (that is, derived from prices).

Level 3 – inputs for the asset or liability that are not based on observable market data (unobservable inputs). 

Fair value at January 31, 2017
Level 1 Level 2 Level 3

Financial assets $ $ $ 
Cash and cash equivalents        419,377                -               - 
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8. Financial Instruments – continued 

b)           Fair value hierarchy - continued    

Fair value at January 31, 2016 (unaudited)
Level 1 Level 2 Level 3

Financial assets $ $ $ 
Cash and cash equivalents 9,359               -               - 

c)            Financial risk management 

The Company’s financial instruments include cash and cash equivalents, subscription receivable, funds held in trust, 
accounts payable and accrued liabilities and due to related parties. The risks associated with these financial 
instruments and the policies on how to mitigate these risks are set out below. Management manages and monitors 
these exposures to ensure appropriate measures are implemented on a timely and effective manner. 

(i) Credit Risk 

Financial instruments that potentially subject the Company to a concentration of credit risk consist primarily of cash 
and cash equivalents. The Company limits its exposure to credit loss by placing its cash and cash equivalents with 
high credit quality financial institutions. The carrying amount of financial assets represents the maximum credit 
exposure.  

(ii) Foreign Exchange Rate and Interest Rate Risk 

The Company is exposed to foreign exchange rate and interest rate risk to the extent that the cash and cash 
equivalents maintained at the financial institution is subject to a floating foreign exchange rate and rate of interest.  
The interest rate risks on cash and cash equivalents and on the Company’s obligations are not considered 
significant. 

(iii) Liquidity Risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations as they fall due. The 
Company currently settles its financial obligations out of cash. The ability to do this relies on the Company raising 
equity financing in a timely manner and by maintaining sufficient cash and cash equivalents in excess of anticipated 
needs.   The Company’s financial obligations relate solely to trade accounts payable that are due within 1 year.   

d) Capital Management 

The Company manages its capital to maintain its ability to continue as a going concern and to provide returns to 
shareholders and benefits to other stakeholders. The capital structure of the Company consists of equity comprised of 
issued share capital and deficit. The Company manages its capital structure and makes adjustments to it in light of 
economic conditions. The Company, upon approval from its Board of Directors, will balance its overall capital structure 
through new share issues or by undertaking other activities as deemed appropriate under the specific circumstances. 
The Company is not subject to externally imposed capital requirements and the Company’s overall strategy with respect 
to capital risk management remains unchanged from the year ended January 31, 2017.
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9. Income Taxes 

The following table reconciles the expected income tax expense (recovery) at the Canadian statutory income tax rates 
to the amounts recognized in the statements of comprehensive loss for the years ended January 31, 2017 and 2016: 

Deferred taxes reflect the tax effects of temporary differences between the carrying amounts of assets and liabilities 
for financial reporting purposes and their tax values. The unrecognized deductible temporary differences at January 
31, 2017 and 2016 are as follows: 

As at January 31, 2017, the Company has not recognized a deferred tax asset in respect of non-capital loss 
carryforwards of approximately $1,115,524 (2016: $640,345) which may be carried forward to apply against future 
income for Canadian income tax purposes, subject to the final determination by taxation authorities, expiring in the 
following years: 

January 31 January 31
2017 2016

(unaudited)
Net loss before tax $ (2,378,259) $ (8,330)
Statutory tax rate 13.50% 13.50%
Expected income tax expense (recovery) (321,065) (1,125)
Non-deductible items 129,681 -
Change in deferred tax asset not recognized 191,384 1,125
Total income tax expense (recovery) $ - $ -

January 31 January 31
2017 2016

(unaudited)
Non-capital loss carryforwards $ 1,115,524 $ 640,345
Financing costs 1,122,482 -
Total unrecognized deductible temporary differences $ 2,238,006 $ 640,345

Expiry Total
2033                   77,226 
2034                  135,886 
2035                  418,903 
2036                     8,330 
2037                  475,179 
Total $               1,115,524 
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10. Related Party Transactions 

The Company’s key management personnel have authority and responsibility for overseeing, planning, directing and 
controlling the activities of the Company and consist of the Company’s Board of Directors and the Company’s Executive 
Leadership Team. 

Total compensation expense for key management personnel and the composition thereof, is as follows:  

January 31,  
2017

January 31, 
2016 (unaudited)

Management and consulting fees $ 30,000 $ - 
Share-based compensation 960,000 - 
Total   $ 990,000 $ - 

These transactions are in the normal course of operations and have been measured in these financial statements at 
the exchange amount, which is the amount of consideration established and agreed to by the related parties.  

Due to related parties as at January 31, 2017 was $30,201 (2016 - $21,981) to the Company’s directors and officers. 

        11.  Commitments  

During the year ended January 31, 2017, the Company granted an option to the City of Powell River to purchase 
1,000,000 common shares of the Company for a period of 2 years from the date the occupancy permit is granted. As 
of the date of this report, the Company has not yet obtained the occupancy permit. 

The Company has entered consulting agreements with CFO and COO at a monthly rate of $5,000 per month. The 
agreements started November 1, 2016 and will end on September 30, 2017. 

The Company has entered a lease agreement with the City of Powell River to lease the building and that portion of 
the land located at 6270 Yew Street, Powell River, BC for a term of 10 years, with option for a renewal term of another 
10 years. The lease term started on November 15, 2016 with an annual rent of $180,000 per year. 

The Company has entered a Letter of Intent (LOI) with Kasian Architecture Interior Design and Planning Ltd. on 
January 27, 2017 for consulting work for cost of $298,000.

The Company has entered an agreement with Nadalini Engineering Ltd. on January 31, 2017 for structural consulting 
work for cost of $15,000. 

The Company has entered a contract with Surna Inc. for the purchase of controlled environment agriculture (CEA) 
equipment for cost of $835,000. 
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        12.  Subsequent Events 

a) Financing  

Subsequent to the year-end, on February 9, 2017, the Company issued 1,666,666 common shares at $0.06 per 
common share for gross proceeds of $100,000.  

Subsequent to the year end, on October 20, 2017, the Company issued 12,000,000 share purchase warrants 
exercisable at $0.12 per warrant with an expiry of October 20, 2020. The fair value of warrants as estimated using the 
Black-Scholes option pricing model for a total value of $484,777.  

Subsequent to the year end, on December 19, 2017, the Company closed a private placement by issuing 52,942,355 
common shares at $0.30 per share for gross proceeds of $15,882,707. 

The Company also issued an aggregate of 1,993,268 Broker Warrants with each warrant entitling the holder to 
subscribe for one Broker Warrant Share at $0.30 (being the issue price) for a period of two (2) years from closing date 
of December 19, 2017. The fair value of warrants granted was $0.22 per warrant as estimated using the Black-Scholes 
option pricing model for a total value of $644,589. 

The Company also paid an Agency Advisory Fee of $105,712. 

b)   Shares issued for services and debts 

Subsequent to the year end, on July 31, 2017, the Company issued 1,736,447 common shares to settle an aggregate 
of $104,187 of debt at a deemed fair market value of $0.06 per share. 

Subsequent to the year end, on June 26, 2017 and October 5, 2017, the Company issued 21,300,000 common shares 
at a fair market value of $0.06 per share for services they have performed throughout the period for a total value of 
$1,278,000. 

c)  Proposed Business Combination 

On November 27, 2017, the Company entered into a Letter of Intent with Marchwell Ventures Ltd., to engage on a 
business combination that will result in a reverse take-over of Marchwell by the Company and its shareholders and 
listing of the combined company on the Canadian Securities Exchange. The parties continued their respective due 
diligence reviews and signed the Definitive Agreement on January 29, 2018. 

d)    Legal Claims  

Subsequent to the year end, Kasian Architecture Interior Design and Planning Ltd. (Kasian) made a legal claim 
against the Company for a balance of $99,312.66. This claim was in relation to its builder’s lien registered in the Land 
Title Office of British Columbia under registration number CA6151716 which was filed on the Company’s leasehold 
property.  The Company made a partial payment of $50,000 to Kasian on the date of the claim, a mutual release was 
subsequently signed on 31 October 2017 to settle the claim by payment of $35,000.  

e)    Impairment of Fixed Assets  

Subsequent to the year end, $364,797 of pre-construction costs were impaired as they were assessed to be of no 
future economic benefit to the Company.  
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        12.  Subsequent Events – continued  

f)  Commitment – CEO’s Compensation  

On July 31, 2017, the Company entered into an executive employment agreement with the CEO where he is entitled 
to the following:  

 Annual base salary of $375,000 
 Annual bonus of minimum $150,000 and maximum $375,000 payable on March 15 of the following year. 

The annual bonus will be payable 50% in cash and 50% in the Company’s common shares (see Note 8 (b)). 
On March 2018, the annual bonus for the period from 31 July 2017 to 31 December 2017 was determined to 
be $150,000.  

 One-time signing bonus of 1,000,000 shares at $0.06 per share (see Note 8 (b)) 
 5,000,000 options exercisable at $0.25 per option and vested quarterly (see Note 8 (d)) 
 One-time right to acquire up to 2,000,000 shares at $0.125 per share (see Note 8 (e)). Subsequent to the end 

of the period, the one-time right has been exercised. The CEO purchased 1,000,000 shares at $0.125 per 
share on March 31, 2018 

As at October 31, 2017, there are 1,000,000 common shares and 150,000 common shares to be issued at a fair 
market value of $0.06 and $0.30 per share respectively for services the CEO performed throughout the period for a 
total value of $105,000.  

The Company issued 5,000,000 share purchase options exercisable at $0.25 per option with an expiry of July 31, 
2022. The fair value of options as estimated using the Black-Scholes option pricing model for a total value of $221,361. 

The Company granted the CEO an one-time right to acquire up to 2,000,000 common shares at a price of $0.125 per 
share with an expiry of March 31, 2018. The fair value of one-time right granted as estimated using the Black-Scholes 
option pricing model for a total value of $22,401. The CEO purchased 1,000,000 shares at $0.125 per share on March 
31, 2018. 
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INDEPENDENT ACCOUNTANT’S REVIEW REPORT

To the Members
Briteside Holdings, LLC and Subsidiaries
Chattanooga, Tennessee

We have reviewed the accompanying consolidated financial statements of Briteside Holdings, LLC and 
Subsidiaries, which comprise the consolidated statement of financial position as of June 30, 2018, and the 
related consolidated statements of operations for the three and six month periods ended June 30, 2018 and 
2017, and the related consolidated statements of changes in members’ equity and cash flows for the six
month periods ended June 30, 2018 and 2017, and the related notes to the consolidated financial statements. 
A review includes primarily applying analytical procedures to management’s financial data and making 
inquiries of company management. A review is substantially less in scope than an audit, the objective of
which is the expression of an opinion regarding the consolidated financial statements as a whole. 
Accordingly, we do not express such an opinion. 

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with International Financial Reporting Standards ("IFRS") as issued by the 
International Accounting Standards Board ("IASB"); this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of consolidated financial 
statements that are free from material misstatement, whether due to fraud or error.

Accountant’s Responsibility

Our responsibility is to conduct the review engagements in accordance with Statements on Standards for 
Accounting and Review Services promulgated by the Accounting and Review Services Committee of the 
AICPA. Those standards require us to perform procedures to obtain limited assurance as a basis for reporting 
whether we are aware of any material modifications that should be made to the consolidated financial 
statements for them to be in accordance with accounting principles generally accepted in the United States of 
America. We believe that the results of our procedures provide a reasonable basis for our conclusion. 

Accountant’s Conclusion

Based on our reviews, we are not aware of any material modifications that should be made to the 
accompanying consolidated financial statements in order for them to be in accordance with International 
Financial Reporting Standards as issued by the International Accounting Standards Board.
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Report on Statement of Financial Position as of December 31, 2017

We have previously audited, in accordance with auditing standards generally accepted in the United States of 
America, the consolidated financial statements of Briteside Holdings, LLC and Subsidiaries which comprise 
the consolidated statement of financial position as of December 31, 2017 and the related consolidated 
statements of operations, changes in members’ equity, and cash flows for the year then ended (not presented 
herein), and we expressed an unmodified audit opinion on those audited consolidated financial statements in 
our report dated May 22, 2018. We have not performed any auditing procedures since that date. In our 
opinion, the accompanying consolidated statement of financial position of Briteside Holdings, LLC and 
Subsidiaries as of December 31, 2017 is consistent, in all material respects, with the audited consolidated 
financial statements from which it has been derived.

Chattanooga, Tennessee
August 3, 2018



2018 2017
CURRENT ASSETS

Cash 6,356,758$     3,411,053$    
Demand notes receivable – members (Note 4) 50,000 733,333
Prepaid inventory 1,758,069 763,165
Prepaid expenses 7,283              -                     

Total current assets 8,172,110       4,907,551      

NON-CURRENT ASSETS
Property, plant and equipment (Note 5) 3,989,766 4,079,212
Deferred income tax assets (Note 6) 197,600          97,600
Intangible assets (Note 7) 3,977              3,543             

  Other assets (Note 8) 4,000              2,000             

4,195,343       4,182,355      

TOTAL ASSETS 12,367,453$   9,089,906$    

LIABILITIES
Unearned revenue 1,949,738$     -$                   
Accounts payable -                      157,534         
Accrued expenses 30,493            44,882           
Customer deposits -                      847,650         

Total liabilities 1,980,231       1,050,066      

MEMBERS' EQUITY 10,387,222     8,039,840      

TOTAL LIABILITIES AND MEMBERS' EQUITY 12,367,453$   9,089,906$    

ASSETS

LIABILITIES AND MEMBERS' EQUITY

BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

JUNE 30, 2018 (UNAUDITED) AND DECEMBER 31, 2017 (AUDITED)

(See Independent Accountant's Review Report)

            The accompanying notes are an integral part of the financial statements 3
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For the Six-Month Period Ended June 30, 2018

MEMBERS' EQUITY - January 1, 2018 8,039,840$     

Membership warrants exercised 3,748,500       

Net loss (1,401,118)      

MEMBERS' EQUITY - June 30, 2018 10,387,222$   

For the Six-Month Period Ended June 30, 2017

MEMBERS' EQUITY - January 1, 2017 -$                    

Capital contributions 8,100,000       

Net loss (290,024)         

MEMBERS' EQUITY - June 30, 2017 7,809,976$     

BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CHANGES IN MEMBERS' EQUITY

FOR THE SIX MONTH PERIODS ENDED JUNE 30, 2018 AND 2017 (UNAUDITED)

(See Independent Accountant's Review Report)

            The accompanying notes are an integral part of the financial statements 5



June 30, June 30,
2018 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss (1,401,118)$    (290,024)$      
Adjustments to reconcile net loss to net cash
 from operating activities:

Depreciation 128,350          211                
Provision for deferred income taxes (100,000)         (48,800)          

Changes in assets and liabilities:
Deposits on inventory (994,904)         (639,200)        
Prepaids (7,283)             (189,914)        
Other assets (2,000)             (2,000)            
Accounts payable (157,534)         -                     
Unearned revenues 1,949,738       -                     
Accrued expenses (14,389)           -                     
Customer deposits (847,650)         -                     

Net cash from operating activities (1,446,790)      (1,169,727)     

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of intangible assets (434)                -                     
Purchases of property and equipment (38,904)           (1,272,555)     

Net cash from investing activities (39,338)           (1,272,555)     

CASH FLOWS FROM FINANCING ACTIVITIES
Capital contributions -                      8,100,000      
Membership warrants exercised 3,748,500       -                     
Principal receipts on demand notes receivable for membership interest 683,333          -                     

Net cash from financing activities 4,431,833       8,100,000      

NET CHANGE IN CASH 2,945,705       5,657,718      

Cash - beginning of six-month period 3,411,053       -                     

Cash - end of six-month period 6,356,758$     5,657,718$    

BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF CASH FLOWS

FOR THE SIX MONTH PERIODS ENDED JUNE 30, 2018 AND 2017 (UNAUDITED)

(See Independent Accountant's Review Report)

            The accompanying notes are an integral part of the financial statements 6



BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE THREE AND SIX MONTH PERIODS ENDED JUNE 30, 2018
AND DECEMBER 31, 2017

(See Independent Accountant’s Review Report)
________________________________________________________________________________
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NOTE 1 – REPORTING ENTITY

Organization and Nature of Business

Briteside Holdings, LLC is a limited liability company and was established in Tennessee on 
December 9, 2016. Briteside Holdings, LLC and its subsidiaries (collectively, the "Company") 
operate a fully-integrated business model that features end-to-end solutions for businesses operating 
in the regulated cannabis industry in states and countries where cannabis is regulated and/or has been 
de-criminalized for medical use and/or legalized for recreational use. The Company provides 
software solutions, designs industry-specific facilities and distributes exclusive and non-exclusive 
customer products.

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in 
these consolidated financial statements.

Basis of Preparation

The consolidated financial statements of the Company have been prepared in compliance and in 
accordance with International Financial Reporting Standards (“IFRS”) issued by the International 
Accounting Standards Board.

Basis of Consolidation

The consolidated financial statements include the accounts of the Briteside Holdings, LLC and its 
wholly-owned subsidiaries, Briteside E-Commerce, LLC; Briteside Modular, LLC; and Briteside 
Oregon, LLC (collectively, the "Company"). All significant intercompany balances and transactions 
have been eliminated on consolidation.

Basis of Measurement

The financial statements have been prepared under the historical cost basis.

Use of Estimates and Judgements

The preparation of consolidated financial statements in conformity with IFRS requires the use of 
certain critical accounting estimates. It also requires management to exercise its judgement in the 
process of applying accounting policies. The areas involving a higher degree of judgement or 
complexity, or areas where assumptions and estimates are significant to the financial statements are 
disclosed in Note 3. 

(Continued)



BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE THREE AND SIX MONTH PERIODS ENDED JUNE 30, 2018
AND DECEMBER 31, 2017

(See Independent Accountant’s Review Report)
________________________________________________________________________________
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Changes in Accounting Policy and Disclosures

New and amended standards adopted by the Company

New standards and amendments to standards and interpretations are effective for annual periods 
beginning after January 1, 2018, and have been applied in preparing these consolidated financial 
statements.

IFRS 9, Financial Instruments, addresses the classification, measurement and recognition of 
financial assets and financial liabilities. The complete version of IFRS 9 was issued in July 2014. It 
replaces the guidance in IAS 39, Financial Instruments: Recognition and Measurement, that relates 
to the classification and measurement of financial instruments. IFRS 9 retains but simplifies the 
mixed measurement model and establishes three primary measurement categories for financial 
assets: amortized costs, fair value through other comprehensive income (OCI) and fair value 
through profit or loss. The basis of classification depends on the entity’s business model and the 
contractual cash flow characteristics of the financial asset. Investments in equity instruments are 
required to be measured at fair value through profit or loss with the irrevocable option at inception 
to present changes in fair value in OCI not recycling. There is now a new expected credit losses 
model that replaces the incurred loss impairment model used in IAS 39. For financial liabilities,
there were no changes to classification and measurement except for the recognition of changes in 
own credit risk in OCI, for liabilities designated at fair value through profit or loss. IFRS 9 relaxes 
the requirements for the hedge effectiveness by replacing the bright line hedge effectiveness tests. It 
requires an economic relationship between the hedged item and hedging instrument and for the 
‘hedged ratio’ to be the same as the one management actually uses for risk management purposes. 
Contemporaneous documentation is still required but is different to that currently prepared under 
IAS 39. The standard is effective for accounting periods beginning on or after January 1, 2018 and 
had no impact on the Company’s consolidated financial statements. 

IFRS 15, Revenue from contracts with customers deals with revenue recognition and establishes 
principles for reporting useful information to users of consolidated financial statements about the 
nature, amount, timing and uncertainty of revenue and cash flows arising from an entity’s contracts 
with customers. Revenue is recognized when a customer obtains control of a good or service and 
thus has the ability to direct the use and obtain the benefits from the good or service. The standard 
replaces IAS 18 ‘Revenue’ and IAS 11 ‘Construction contracts’ and related interpretations. The 
standard is effective for accounting periods beginning on or after January 1, 2018 and had no impact 
on the Company’s consolidated financial statements.

There are no other accounting standards or IFRS IC interpretations that are not yet effective that 
would be expected to have a material impact on the Company.

(Continued)



BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE THREE AND SIX MONTH PERIODS ENDED JUNE 30, 2018
AND DECEMBER 31, 2017

(See Independent Accountant’s Review Report)
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Functional and Presentation Currency

These consolidated financial statements are presented in U.S. dollars, which is the Company’s
functional currency.

Cash

Cash includes cash in hand, deposits held with banks and other short-term highly liquid investments 
with original maturities of three months or less. Checks drawn in excess of deposits are reclassified 
and presented separately in the liabilities section of the statement of financial position.

Demand Notes Receivable-Members

Demand notes receivable from members are amounts related to unpaid consideration for their 
membership interest in the company. If collection is expected in one year or less, they are classified 
as current assets. If not, they are presented as non-current assets. Demand notes receivable from 
members are recognized initially at fair value and subsequently measured at amortized cost less any 
provision for impairment.

Deposits on Inventory

Deposits on inventory represents costs associated with the outsourcing of the construction of 
modular farming facilities to be sold to end-customers. The Company no longer constructs these 
modular farming facilities and has outsourced to a third party. 

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation. Historical cost includes 
expenditures that are directly attributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow 
to the Company and the cost of the item can be measured reliably. The carrying amount of the 
replaced part is derecognized. All other repairs and maintenance are charged to the statement of 
operations during the financial period in which they are incurred. 

(Continued)



BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

FOR THE THREE AND SIX MONTH PERIODS ENDED JUNE 30, 2018
AND DECEMBER 31, 2017

(See Independent Accountant’s Review Report)
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and Equipment (Continued)

Depreciation is provided over the estimated useful lives of the related assets using the straight-line 
method, ranging from three to five years. Capitalized construction in progress, a component of 
property and equipment, consists of buildings and land under development to be used in future 
operations. Depreciation begins once the underlying assets are placed into service and is recognized 
over the estimated useful life.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the end of 
each reporting period.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's 
carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount 
and are recognized within ‘other income-net’ in the statement of operations.

Intangible Assets

Intangible assets include costs of acquiring patents. The patents have a finite useful life and are 
carried at cost less accumulated amortization and any accumulated impairment losses. Such patents 
have not been granted as of June 30, 2018 and the Company anticipates additional patent-related 
costs to be incurred. Therefore, the Company has not begun amortizing the asset.

Current and deferred tax

The tax expense for the period comprises current and deferred tax. Tax is recognized in the
statement of operations.

The current income tax charge is calculated based on the tax laws enacted or substantively enacted at 
the consolidated statement of financial position date in the countries where the Company operates
and generates taxable income. Current tax comprises the expected tax payable or receivable on the
taxable income or loss for the year and any adjustments to tax payable or receivable in respect
of previous years. Management periodically evaluates positions taken in tax returns with respect to
situations in which applicable tax regulation is subject to interpretation. It establishes provisions
where appropriate based on amounts expected to be paid to the tax authorities.

(Continued)
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Current and deferred tax (Continued)

Deferred income tax is recognized on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the financial statements. Deferred income tax is 
determined using tax rates (and laws) that have been enacted or substantially enacted by the
statements of financial position date and are expected to apply when the related deferred income tax
asset is realized or the deferred income tax liability is settled.

Deferred income tax assets are recognized only to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilized.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to
offset current tax assets against current tax liabilities and when the deferred income taxes assets and
liabilities relate to income taxes levied by the same taxation authority on either the same taxable
entity or different taxable entities where there is an intention to settle the balances on a net basis.

Revenue Recognition

Revenue is recognized at the fair value consideration received or receivable. Revenue from the sale 
of goods is recognized when the Company has transferred the significant risks and rewards of 
ownership to the buyer and it is probable that the Company will receive the previously agreed upon 
payment. Significant risks and rewards are generally considered to be transferred when the Company 
has delivered the product to the customer.

Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor 
are classified as operating leases. Payments made under operating leases (net of any incentives 
received from the lessor) are charged to the statement of operations on a straight-line basis over the 
period of the lease.

NOTE 3 – CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

Estimates and judgments are continually evaluated and are based on historical experience and other 
factors, including expectations of future events that are believed to be reasonable under the 
circumstances.

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions 
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are addressed below.

(Continued)
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NOTE 3 – CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (Continued)

Income taxes

Significant judgment is required in determining the provision for income taxes. There are many
transactions and calculations for which the ultimate tax determination is uncertain during the ordinary
course of business. The Company recognizes liabilities for anticipated tax audit issues based on
estimates of whether additional taxes will be due.

Where the final tax outcome of these matters is different from the amounts that were initially 
recorded, such differences will impact the income tax and deferred tax provisions in the period in 
which such determination is made.

Estimated useful lives

Management estimates the useful lives of property, plant and equipment based on the period during
which the assets are expected to be available for use. The amounts and timing of recorded expenses 
for depreciation of property, plant and equipment for any period are affected by these estimated 
useful lives. The estimates are reviewed at least annually and are updated if expectations change as a 
result of physical wear and tear, technical or commercial obsolescence and legal and other limits to
use. It is possible that changes in these factors may cause significant changes in the estimated
useful lives of the Company’s property, plant and equipment in the future.

NOTE 4 – DEMAND NOTES RECEIVABLE – MEMBERS

At June 30, 2018 and December 31, 2017, the Company has demand notes receivable from members 
of $50,000 and $733,333, respectively, related to unpaid consideration for their membership interest 
in the Company. These loans bear no interest and are due on demand. Accordingly, they have been 
classified as a current asset in the accompanying balance sheet. As of June 30, 2018 and December 
31, 2017, there were no notes receivables impaired based on aging. There was no provision 
considered necessary at June 30, 2018 or December 31,2017.
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NOTE 5 – PROPERTY, PLANT AND EQUIPMENT

Net book amount of property, plant and equipment is comprised of the following at June 30, 2018 and 
December 31, 2017:

2018 2017

Office equipment $ 1,395,718 $ 8,226
Furniture and fixtures 4,125 4,446
Construction in progress 2,589,923 4,066,540

$ 3,989,766 $ 4,079,212

The provision for depreciation amounted to $64,234 and $210 for the three-month periods ended June 
30, 2018 and 2017, respectively. The provision for depreciation amounted to $128,350 and $211 for 
the six month periods ended June 30, 2018 and 2017, respectively. The Company did not recognize
any impairment of equipment during these periods.

NOTE 6 – DEFERRED INCOME TAX

The analysis of deferred tax assets at June 30, 2018 and December 31, 2017 is as follows:

Deferred tax asset: 2018 2017
Amounts to be recovered after more 

than 12 months $ 197,600 $ 97,600
Amounts to be recovered within 12 months - -

Deferred tax asset $ 197,600 $ 97,600

The gross movement of deferred tax assets, as well as the movement of deferred tax assets without 
taking into consideration the offsetting of balances within the same tax jurisdiction, during the 
periods presented is as follows:

Start-Up Net Operating Loss
Costs Carryforward Total

January 1, 2017 $ - $ - $ -

Three months ended 3/31/17 2,450 21,950 24,400
Three months ended 6/30/17 2,450 21,950 24,400
Six months ended 6/30/17 4,900 43,900 48,800

Six months ended 12/31/17 4,900 43,900 48,800
December 31, 2017 $ 9,800 $87,800 $ 97,600

(Continued)
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NOTE 6 – DEFERRED INCOME TAX (Continued)

Start-Up Net Operating Loss
Costs Carryforward Total

January 1, 2018 $ 9,800 $ 87,800 $ 97,600

Three months ended 3/31/18 8,000 22,400 30,400
Three months ended 6/30/18 400 69,200 69,600
Six months ended 6/30/18 8,400 91,600 100,000

June 30, 2018 $ 18,200 $ 179,400 $ 197,600

There were no valuation allowances considered necessary for the above deferred tax assets.

Deferred income tax assets are recognized for tax loss carryforwards to the extent that the 
realization of the related tax benefit through future taxable profits is probable. At June 30, 2018, the 
Company had recognized the benefits of state tax loss carryforwards of approximately $2,760,000, 
which, if unused, will expire in 2032 and 2033. 

NOTE 7 – INTANGIBLE ASSETS

Intangible assets at June 30, 2018 and December 31, 2017 consisted solely of patent costs totaling 
$3,977 and $3,543, respectively.

NOTE 8 – OTHER ASSETS

At June 30, 2018 and December 31, 2017, security deposits made by the Company totaled $4,000 
and $2,000, respectively.

NOTE 9 – OPERATING LEASE COMMITMENTS

The Company entered into a lease agreement in December 2017 for office space. The lease provides 
for monthly payments of $2,013, and expires in December 2018. The future aggregate minimum
lease payment under non-cancelable operating leases is as follows:

Period from July 1, 2018 through December 31, 2018 $ 12,078
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NOTE 10 – INCOME TAX BENEFIT

There was no current income tax for the three-month periods ended June 30, 2018 and 2017 or for 
the six-month periods ended June 30, 2018 and 2017.

For the same periods, the deferred income tax benefit originated solely from the origination or 
reversal of temporary differences.

The Company is subject to tax in state and local jurisdictions. Year by year, the Company evaluates
its tax positions and if material will establish liabilities for uncertain tax positions that may be 
challengeable by the taxing authorities. Uncertain tax positions are reviewed on an ongoing
basis and are adjusted in light of changing circumstances, including the progress of tax audits,
developments in case law and closing of statute of limitations. Such adjustments are reflected in the 
tax provision as appropriate.

In addition, the Company has various claims that occur from time to time with various taxing
authorities. Management does not believe the ultimate resolution of these matters will have an
adverse effect on the financial position of the Company.

NOTE 11 – CLASSES OF MEMBERSHIP INTERESTS

The membership interests of the Company are divided into two classes, "Class A interests" and 
"Class B interests." At June 30, 2018 and December 31, 2017, 40.83% of total membership interests 
were designated as Class A interests with 5% of that representing interests reserved for warrants. The 
remaining 59.17% of total membership interests are designated as Class B interests. Allocations of 
profits, losses, capital gains and distributions are based on overall membership interest, which 
includes both Class A and Class B interests. Members with Class B interests have the exclusive 
authority to manage the Company and make decisions on the Company's behalf.

NOTE 12 – WARRANTS

Pursuant to Subscription Agreements dated February 8, 2017, the Company granted warrants to two 
members for each to purchase an additional two and one half percent (2.5%) of fully diluted equity 
interest in the Company. The exercise price is $416,500 for the first 0.833%, $624,750 for an 
additional 0.833% and $833,000 for the remaining 0.834%. The warrants are exercisable at any time 
within the ten-year warrant period from the date of issuance. All warrants were exercised in the six
month period ended June 30, 2018. No additional warrants were outstanding at June 30, 2018.
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NOTE 13 – CONTINGENCIES

In the normal course of business, the Company is subject to claims, both asserted and unasserted.
Based on information presently known, management believes that adequate provision for claims
have been made which will not have a material impact on the Company's financial position or results
of operations.

The Company had no contingencies requiring disclosure under IFRS IAS 37 Provisions, contingent 
liabilities and contingent assets.

NOTE 14 – MEMBERSHIP OPTIONS

On June 28, 2018, the Company issued membership options to its key employees in the amounts and 
on the terms agreed upon in accordance with the membership option agreements. The options may 
be exercised at a price of $1,000 per unit at any time. The membership options are immediately 
vested upon granting to the key employees. 

A summary of the status of the Company's outstanding membership options is presented below:
Shares Price

Options outstanding – January 1, 2018 - $1,000
Options granted 4,310 1,000
Options expired - 1,000
Options outstanding – June 30, 2018 4,310 1,000

Upon exercise date, the Company's issuance of membership options is accounted for as an increase 
to members’ equity at the fair value of the grant. Using the Black-Scholes valuation method to 
estimate fair value, management is required to make estimates of the grant date value of the 
underlying membership interest, the expected volatility, and the expected life of the options among 
other factors.

NOTE 15 – EVENTS AFTER REPORTING PERIOD

The Company evaluated events occurring subsequent to June 30, 2018 in determining the accounting 
for and disclosure of transactions and events that affect the consolidated financial statements. 
Subsequent events have been evaluated through the date of the independent accountant’s report, 
which is the date the consolidated financial statements were available for issuance.

In May of 2018 the Company signed a binding letter of intent to merge with Sante Veritas Holdings 
Inc.; Baker Technologies Inc.; and Sea Hunter. The combined company will operate under the name 
of TILT Holdings, Inc. (TILT). TILT will operate as one of the industry’s most comprehensive 
platforms and expects to establish operations in every state where cannabis laws exist to provide 
support for infrastructure and technology.
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INDEPENDENT AUDITOR’S REPORT

To the Members
Briteside Holdings, LLC and Subsidiaries
Chattanooga, Tennessee

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of Briteside Holdings, LLC and 
Subsidiaries which comprise the consolidated statement of financial position as of December 31, 2017 and 
the related consolidated statement of operations, changes in members’ equity and cash flows for the period 
from December 9, 2016 (date of inception) to December 31, 2017 and the related notes to the consolidated 
financial statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated financial 
statements in accordance with International Financial Reporting Standards ("IFRS") as issued by the 
International Accounting Standards Board ("IASB"); this includes the design, implementation, and 
maintenance of internal control relevant to the preparation and fair presentation of consolidated financial 
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on our audit. We 
conducted our audit in accordance with auditing standards generally accepted in the United States of 
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about 
whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment of
the risks of material misstatement of the consolidated financial statements, whether due to fraud or error. In 
making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and 
fair presentation of the consolidated financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 
entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made 
by management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our 
audit opinion.

1200 Market Street, Chattanooga, TN 37402  |  T 423.756.7771  |  F 423.265.8125 
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Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, 
the financial position of Briteside Holdings, LLC and Subsidiaries as of December 31, 2017, and the results 
of its operations and its cash flows for the period from December 9, 2016 (date of inception) to December 31, 
2017 in accordance with International Financial Reporting Standards as issued by International Accounting 
Standards Board.

Chattanooga, Tennessee
July 24, 2018



CURRENT ASSETS
Cash 3,411,053$    
Demand notes receivable – members (Note 4) 733,333
Inventory (Note 5) 763,165         

Total current assets 4,907,551      

NON-CURRENT ASSETS
Property, plant and equipment (Note 6) 4,079,212
Deferred income tax assets (Note 7) 97,600
Intangible assets (Note 8) 3,543             

  Other assets (Note 9) 2,000             

4,182,355      

TOTAL ASSETS 9,089,906$    

LIABILITIES
Trade payables 157,534$       
Accrued expenses 44,882
Customer deposits 847,650         

Total liabilities 1,050,066      

MEMBERS' EQUITY 8,039,840      

TOTAL LIABILITIES AND MEMBERS' EQUITY 9,089,906$    

BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

DECEMBER 31, 2017

LIABILITIES AND MEMBERS' EQUITY

ASSETS

            The accompanying notes are an integral part of the financial statements 3



REVENUE 15,000$          

SELLING, GERNERAL AND ADMINISTRATIVE EXPENSES
Advertising 248,298
Bank fees 2,813
Computer expense 5,398
Contract labor 269,546
Contributions 50,000
Depreciation expense 1,210
Dues and subscriptions 13,168
Guaranteed payments 208,330
Insurance 35,614
Meals and entertainment 10,037
Miscellaneous 1,563
Office supplies 17,549
Professional fees 169,135
Rent 4,558
Repairs and maintenance 690
Salaries and wages 205,924
Selling expenses 134,456
Taxes and licenses 49,012
Training and recruiting 6,223
Travel 135,310
Utilities 3,926              

Total selling, general and administrative expenses 1,572,760       

LOSS FROM OPERATIONS (1,557,760)      

INCOME TAX BENEFIT (Note 11) (97,600)           

NET LOSS (1,460,160)$    

BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF OPERATIONS

FOR THE PERIOD FROM DECEMBER 9, 2016 (DATE OF INCEPTION)                   
TO DECEMBER 31, 2017

            The accompanying notes are an integral part of the financial statements 4



MEMBERS' EQUITY - January 1, 2017 -$                     

Capital contributions 9,500,000        

Net loss (1,460,160)       

MEMBERS' EQUITY - December 31, 2017 8,039,840$      

BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN MEMBERS' EQUITY

FOR THE PERIOD FROM DECEMBER 9, 2016 (DATE OF INCEPTION)                      
TO DECEMBER 31, 2017

            The accompanying notes are an integral part of the financial statements 5



CASH FLOWS FROM OPERATING ACTIVITIES
Net loss (1,460,160)$  
Adjustments to reconcile net loss to net cash
 from operating activities:

Depreciation 1,210            
Provision for deferred income taxes (97,600)         

Changes in assets and liabilities:
Inventory (763,165)       
Other assets (2,000)           
Accounts payable 157,534        
Accrued expenses 44,882          
Customer deposits 847,650        

Net cash from operating activities (1,271,649)    

CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of intangible assets (3,543)           
Purchases of property and equipment (4,080,422)    

Net cash from investing activities (4,083,965)    

CASH FLOWS FROM FINANCING ACTIVITIES
Capital contributions 8,766,667     

Net cash from financing activities 8,766,667     

Net change in cash 3,411,053     

Cash - beginning of period -                    

Cash - end of period 3,411,053$   

BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS

FOR THE PERIOD FROM DECEMBER 9, 2016 (DATE OF INCEPTION)                   
TO DECEMBER 31, 2017

            The accompanying notes are an integral part of the financial statements 6
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NOTE 1 – REPORTING ENTITY

Organization and Nature of Business

Briteside Holdings, LLC is a limited liability company and was established in Tennessee on 
December 9, 2016. Briteside Holdings, LLC and its subsidiaries (collectively, the "Company") 
operate a fully-integrated business model that features end-to-end solutions for businesses operating 
in the regulated cannabis industry in states and countries where cannabis is regulated and/or has been 
de-criminalized for medical use and/or legalized for recreational use. The Company provides 
software solutions, designs industry-specific facilities and distributes exclusive and non-exclusive 
customer products.

NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accounting policies set out below have been applied consistently to all periods presented in 
these consolidated financial statements.

Basis of Preparation

The consolidated financial statements of the Company have been prepared in compliance and in 
accordance with International Financial Reporting Standards (“IFRS”) issued by the International 
Accounting Standards Board. IFRS 1 requires an entity that is adopting IFRS Standards for the first 
time to prepare a complete set of consolidated financial statements covering its first IFRS reporting 
period and preceding year. Briteside Holdings, LLC first year in operations was in 2017 therefore a 
preceding year consolidated financial statement will not be presented for comparative purposes.

Basis of Consolidation

The consolidated financial statements include the accounts of the Briteside Holdings, LLC and its 
wholly-owned subsidiaries, Briteside E-Commerce, LLC, Briteside Modular, LLC and Briteside 
Oregon, LLC (collectively, the "Company"). All significant intercompany balances and transactions 
have been eliminated on consolidation.

Basis of Measurement

The financial statements have been prepared under the historical cost basis.

Use of Estimates and Judgements

The preparation of consolidated financial statements in conformity with IFRS requires the use of 
certain critical accounting estimates. It also requires management to exercise its judgement in the 
process of applying accounting policies. The areas involving a higher degree of judgement or 
complexity, or areas where assumptions and estimates are significant to the financial statements are 
disclosed in Note 3. 

(Continued)
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Changes in Accounting Policy and Disclosures

New and amended standards adopted by the Company

There are no accounting standards or interpretations issued by the IFRS Interpretations Committee 
(“IFRS IC”) that are effective for the first time for the financial year beginning on or after January 
1, 2017 that would be expected to have a material impact on the Company.

New standards and interpretations not yet adopted

A number of new standards and amendments to standards and interpretations are effective for 
annual periods beginning after January 1, 2017, and have not been applied in preparing these 
financial statements. None of these is expected to have a significant effect on the financial 
statements of the Company, except for the following set out below:

IFRS 9, Financial Instruments, addresses the classification, measurement and recognition of 
financial assets and financial liabilities. The complete version of IFRS 9 was issued in July 2014. It 
replaces the guidance in IAS 39, Financial Instruments: Recognition and Measurement, that relates 
to the classification and measurement of financial instruments. IFRS 9 retains but simplifies the 
mixed measurement model and establishes three primary measurement categories for financial 
assets: amortized costs, fair value through other comprehensive income (OCI) and fair value 
through profit or loss. The basis of classification depends on the entity’s business model and the 
contractual cash flow characteristics of the financial asset. Investments in equity instruments are 
required to be measured at fair value through profit or loss with the irrevocable option at inception 
to present changes in fair value in OCI not recycling. There is now a new expected credit losses 
model that replaces the incurred loss impairment model used in IAS 39. For financial liabilities 
there were no changes to classification and measurement except for the recognition of changes in 
own credit risk in OCI, for liabilities designated at fair value through profit or loss. IFRS 9 relaxes 
the requirements for the hedge effectiveness by replacing the bright line hedge effectiveness tests. It 
requires an economic relationship between the hedged item and hedging instrument and for the 
‘hedged ratio’ to be the same as the one management actually uses for risk management purposes. 
Contemporaneous documentation is still required but is different to that currently prepared under 
IAS 39. The standard is effective for accounting periods beginning on or after January 1, 2018. 
Early adoption is permitted. The Company has yet to assess IFRS 9’s full impact. 

IFRS 15, Revenue from contracts with customers deals with revenue recognition and establishes 
principles for reporting useful information to users of consolidated financial statements about the 
nature, amount, timing and uncertainty of revenue and cash flows arising from an entity’s contracts 
with customers. Revenue is recognized when a customer obtains control of a good or service and 
thus has the ability to direct the use and obtain the benefits from the good or service. The standard 
replaces IAS 18 ‘Revenue’ and IAS 11 ‘Construction contracts’ and related interpretations. 

(Continued)
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Changes in Accounting Policy and Disclosures 

The standard is effective for annual periods beginning on or after January 1, 2018 and earlier 
application is permitted. The Company has yet to assess IFRS 15's full impact.

There are no other accounting standards or IFRS IC interpretations that are not yet effective that 
would be expected to have a material impact on the Company.

Functional and Presentation Currency

These consolidated financial statements are presented in U.S. dollars, which is the Company’s
functional currency.

Cash

Cash includes cash in hand, deposits held with banks and other short-term highly liquid investments 
with original maturities of three months or less. Checks drawn in excess of deposits are reclassified 
and presented separately in the liabilities section of the statement of financial position.

Demand Notes Receivable-Members

Demand notes receivable from members are amounts related to unpaid consideration for their 
membership interest in the company. If collection is expected in one year or less, they are classified 
as current assets. If not, they are presented as non-current assets. Demand notes receivable from 
members are recognized initially at fair value and subsequently measured at amortized cost less any 
provision for impairment.

Inventory

Inventory consists of packaging materials and supplies ("raw materials") and capitalized costs 
associated with the construction of modular farming facilities ("work in process") to be sold to end-
customers, including parts, installation labor and shipping. Inventory is stated at the lower of cost or 
market with cost determined on a specific identification basis. Inventory written down can be written 
back up to original cost where there is clear evidence that exists supporting a change in economic 
conditions or circumstances.

Property and Equipment

Property and equipment are stated at cost less accumulated depreciation. Historical cost includes 
expenditures that are directly attributable to the acquisition of the items.

Subsequent costs are included in the asset's carrying amount or recognized as a separate asset, as 
appropriate, only when it is probable that future economic benefits associated with the item will flow 
to the Company and the cost of the item can be measured reliably. The carrying amount of the 
replaced part is derecognized. All other repairs and maintenance are charged to the statement of 
operations during the financial period in which they are incurred. 

(Continued)
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Property and Equipment (Continued)

Depreciation is provided over the estimated useful lives of the related assets using the straight-line 
method, ranging from three to five years. Capitalized construction in progress, a component of 
property and equipment, consists of software, buildings and land under development to be used in 
future operations. Depreciation begins once the underlying assets are placed into service and is 
recognized over the estimated useful life.

The assets' residual values and useful lives are reviewed, and adjusted if appropriate, at the end of 
each reporting period.

An asset's carrying amount is written down immediately to its recoverable amount if the asset's 
carrying amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing the proceeds with the carrying amount 
and are recognized within 'other income-net in the statement of operations.

Intangible Assets

Intangible assets include costs of acquiring patents. The patents have a finite useful life and are 
carried at cost less accumulated amortization and any accumulated impairment losses. Such patents 
have not been granted as of December 31, 2017 and the Company anticipates additional patent-
related costs to be incurred. Therefore, the Company has not begun amortizing the asset.

Trade Payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary 
course of business from suppliers. Trade payables are classified as current liabilities if payment is 
due within one year or less (or in the normal operating cycle of the business, if longer). If not, they 
are presented as non-current liabilities.

Current and deferred tax

The tax expense for the period comprises current and deferred tax. Tax is recognized in the
statement of operations.

The current income tax charge is calculated based on the tax laws enacted or substantively enacted at 
the statement of financial position date in the countries where the Company operates and generates
taxable income. Current tax comprise the expected tax payable or receivable on the taxable income 
or loss for the year and any adjustments to tax payable or receivable in respect of previous
years. Management periodically evaluates positions taken in tax returns with respect to situations in
which applicable tax regulation is subject to interpretation. It establishes provisions where
appropriate based on amounts expected to be paid to the tax authorities.

(Continued)
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Current and deferred tax (Continued)

Deferred income tax is recognized on temporary differences arising between the tax bases of
assets and liabilities and their carrying amounts in the financial statements. Deferred income tax is 
determined using tax rates (and laws) that have been enacted or substantially enacted by the
statements of financial position date and are expected to apply when the related deferred income tax
asset is realized or the deferred income tax liability is settled.

Deferred income tax assets are recognized only to the extent that it is probable that future taxable
profit will be available against which the temporary differences can be utilized.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to
offset current tax assets against current tax liabilities and when the deferred income taxes assets and
liabilities relate to income taxes levied by the same taxation authority on either the same taxable
entity or different taxable entities where there is an intention to settle the balances on a net basis.

Revenue Recognition

Revenue is recognized at the fair value consideration received or receivable. Revenue from the sale 
of goods is recognized when the Company has transferred the significant risks and rewards of 
ownership to the buyer and it is probable that the Company will receive the previously agreed upon 
payment. Significant risks and rewards are generally considered to be transferred when the Company 
has delivered the product to the customer.

Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor 
are classified as operating leases. Payments made under operating leases (net of any incentives 
received from the lessor) are charged to the statement of operations on a straight-line basis over the 
period of the lease.

NOTE 3 – CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS

Estimates and judgments are continually evaluated and are based on historical experience and other 
factors, including expectations of future events that are believed to be reasonable under the 
circumstances.

The Company makes estimates and assumptions concerning the future. The resulting accounting
estimates will, by definition, seldom equal the related actual results. The estimates and assumptions 
that have a significant risk of causing a material adjustment to the carrying amounts of assets and
liabilities within the next financial year are addressed below.

(Continued)
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NOTE 3 – CRITICAL ACCOUNTING ESTIMATES AND JUDGMENTS (Continued)

Income taxes

Significant judgment is required in determining the provision for income taxes. There are many
transactions and calculations for which the ultimate tax determination is uncertain during the ordinary
course of business. The Company recognizes liabilities for anticipated tax audit issues based on
estimates of whether additional taxes will be due.

Where the final tax outcome of these matters is different from the amounts that were initially 
recorded, such differences will impact the income tax and deferred tax provisions in the period in 
which such determination is made.

Estimated useful lives

Management estimates the useful lives of property, plant and equipment based on the period during
which the assets are expected to be available for use. The amounts and timing of recorded expenses 
for depreciation of property, plant and equipment for any period are affected by these estimated 
useful lives. The estimates are reviewed at least annually and are updated if expectations change as a 
result of physical wear and tear, technical or commercial obsolescence and legal and other limits to
use. It is possible that changes in these factors may cause significant changes in the estimated
useful lives of the Company’s property, plant and equipment in the future.

NOTE 4 – DEMAND NOTES RECEIVABLE – MEMBERS

At December 31, 2017, the Company has demand notes receivable from members of $733,333
related to unpaid consideration for their membership interest in the Company. These loans bear no 
interest and are due on demand. Accordingly, they have been classified as a current asset in the 
accompanying balance sheet. As of December 31, 2017, there were no notes receivables impaired 
based on aging. There was no provision considered necessary as of December 31, 2017.

NOTE 5 – INVENTORY

Inventory consists of the following at December 31, 2017:

Raw materials $ 42,278
Work in process 720,887

$ 763,165

The company did not recognize any write down of inventory during the period ended December 31,
2017. 
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NOTE 6 – PROPERTY, PLANT AND EQUIPMENT

Construction
    Office Furniture in
Equipment and Fixtures Progress Total

Net book amount
      1/1/17 $ - $ - $ - $ -

Additions 9,382 4,500 4,066,540 4,080,422
Disposals - - - -
Depreciation change (1,156) (54) - (1,210)
Net book amount
   12/31/17 $ 8,226 $ 4,446 $ 4,066,540 $ 4,079,212

The company did not recognize any impairment of equipment during the period ended December 
31,2017.

NOTE 7 – DEFERRED INCOME TAX

The analysis of deferred tax asset for the period ended December 31, 2017 is as follows:

Deferred tax asset:
Amounts to be recovered after more 
than 12 months $ 97,600

Amounts to be recovered within 12 months -
Deferred tax asset $ 97,600

The gross movement on the deferred income tax account is as follows:

At January 1, 2017 $ -
Statement of operations change 97,600
Other differences -
At December 31, 2017 $ 97,600

(Continued)
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NOTE 7 – DEFERRED INCOME TAX (Continued)

At December 31, 2017, the movement in deferred income tax assets during the period, without
taking into consideration the offsetting of balances within the same tax jurisdiction, is as follows:

Charged
(credited)

Balance at to the Balance at
January 1, Income December 31,

2017 Statement 2017
Deferred tax assets:
Start-up costs $ - $ 9,800 $ 9,800
Net operating loss carryforwards - 87,800 87,800
Total deferred tax assets - 97,600 97,600

Valuation allowance - - -
Net deferred tax assets $ - $ 97,600 $ 97,600

Deferred income tax assets are recognized for tax loss carryforwards to the extent that the 
realization of the related tax benefit through future taxable profits is probable. At December 31, 
2017, the Company had recognized the benefits of state tax loss carryforwards of approximately 
$1,350,000, which, if unused, will expire in 2032. 

NOTE 8 – INTANGIBLE ASSETS
Patents

        Cost

January 1, 2017 $ -
Additions 3,543
Disposals -

   December 31, 2017 $ 3,543

NOTE 9 – OTHER ASSETS

As of December 31,2017, there was a $2,000 security deposit.

NOTE 10 – OPERATING LEASE COMMITMENTS

The Company entered into a lease agreement in December 2017 for office space. The lease provides 
for monthly payments of $2,013, and expires in December 2018. No rent payments were made 
related to this lease for the period ended December 31, 2017.

The future aggregate minimum lease payment under non-cancelable operating leases is as follows:

2018 $ 24,156
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NOTE 11 – INCOME TAX BENEFIT

            Current tax:
  Current tax on profits for the period $ -
  Adjustments in respect of prior periods -
       Total current tax -

Deferred tax:   
Origination or reversal of temporary differences (97,600)
Impact of change in tax rate -
Recognition of previously unrecognized tax losses -
Valuation allowance -
Total deferred tax (97,600)
   Income tax benefit $ (97,600)

The Company is subject to tax in state and local jurisdictions. Period by period, the Company 
evaluates its tax positions and if material will establish liabilities for uncertain tax positions that 
may be challengeable by the taxing authorities. Uncertain tax positions are reviewed on an
ongoing basis and are adjusted in light of changing circumstances, including the progress of tax
audits, developments in case law and closing of statute of limitations. Such adjustments are reflected
in the tax provision as appropriate.

In addition, the Company has various claims that occur from time to time with various taxing
authorities. Management does not believe the ultimate resolution of these matters will have an
adverse effect on the financial position of the Company.

NOTE 12 – CLASSES OF MEMBERSHIP INTERESTS

The membership interests of the Company are divided into two classes, "Class A interests" and 
"Class B interests." At December 31, 2017, 40.83% of total membership interests were designated as 
Class A interests with 5% of that representing interests reserved for warrants. The remaining 59.17% 
of total membership interests are designated as Class B interests. Allocations of profits, losses, 
capital gains and distributions are based on overall membership interest, which includes both Class A 
and Class B interests. Members with Class B interests have the exclusive authority to manage the 
Company and make decisions on the Company's behalf.

NOTE 13 – WARRANTS

Pursuant to Subscription Agreements dated February 8, 2017, the Company granted warrants to two 
members for each to purchase an additional two and one half percent (2.5%) of fully diluted equity 
interest in the Company. The exercise price is $416,500 for the first 0.833%, $624,750 for an 
additional 0.833% and $833,000 for the remaining 0.834%. The warrants are exercisable at any time 
within the ten-year warrant period from the date of issuance. No warrants were exercised during the 
period ended December 31, 2017.
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NOTE 14 – CONTINGENCIES

In the normal course of business, the Company is subject to claims, both asserted and unasserted.
Based on information presently known, management believes that adequate provision for claims
have been made which will not have a material impact on the Company's financial position or results
of operations.

The Company had no contingencies requiring disclosure under IFRS IAS 37 Provisions, contingent 
liabilities and contingent assets.

NOTE 15 – EVENTS AFTER REPORTING PERIOD

The Company evaluated events occurring subsequent to December 31, 2017 in determining the 
accounting for and disclosure of transactions and events that affect the financial statements. 
Subsequent events have been evaluated through the date of the independent auditor’s report, which is 
the date the financial statements were available for issuance.

In May of 2018 the Company signed a binding letter of intent to merge with Sante Veritas Holdings 
Inc., Baker Technologies Inc, and Sea Hunter. The combined company will operate under the name 
of TILT Holdings, Inc. (TILT). TILT will operate as one of the industry’s most comprehensive 
platforms and expects to establish operations in every state where cannabis laws exist to provide 
support for infrastructure and technology.  In July of 2018, the companies have signed a definitive 
business combination agreement which replaces the binding letter of intent.  
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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
JUNE 30, 2018 AND DECEMBER 31, 2017
(Expressed in U.S. Dollars)

(Unaudited) (Audited)
June December

30, 2018 31, 2017
ASSETS
Current assets:

Cash 2,501,294$ 112,900$
Biological assets (Note 4) 566,108 -
Inventories (Note 5) 2,301,104 -
Prepaid expenses and other current assets 3,027,129 315,522
Prepaid income taxes 1,000 -
Due from related parties (Note 7) 48,046 -
Total current assets 8,444,681 428,422

Non-current assets:
Property, plant and equipment (Note 2) 25,983,830 -
Restricted cash held in escrow 1,202,623 -
Deferred tax asset 45,000 -
Other assets 614,839 -
Goodwill (Note 6) 467,777 -
Intangibles (Note 3) 2,951,099 174,624
TOTAL ASSETS 39,709,849$ 603,046$

LIABILITIES AND MEMBER'S DEFICIT
Current liabilities:

Accounts payable 2,574,106$ 702,806$
Accrued expenses 1,675,033 -
Current portion of long-term debt (Note 10) 1,791 -
Current portion of capital lease obligations (Note 9) 7,065 -
Total current liabilities 4,257,995 702,806

Non-current liabilities:
Deferred rent 238,692 -
Long-term debt, net of current portion (Note 10) 12,567 -
Capital lease obligations, net of current portion (Note 9) 35,517 -
Loans payable - related parties (Note 7) 59,732,652 4,739,994
Total Liabilities 64,277,423 5,442,800

Commitments and Contingencies (Note 9)

Member's Deficit
Member's deficit of Sea Hunter Therapeutics, LLC

and Subsidiaries (10,798,188) (4,133,201)
Non-controlling interests (13,769,386) (706,553)
Total Member's Deficit (24,567,574) (4,839,754)
TOTAL LIABILITIES AND

MEMBER'S DEFICIT 39,709,849$ 603,046$

-2-
See accompanying notes and accountant's report.



SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF OPERATIONS
FOR THE THREE AND SIX MONTHS ENDED JUNE 30, 2018 (UNAUDITED)
(Expressed in U.S. Dollars)

Three months Six months

Revenue
Sales 660,088$ 660,088$
Production costs expensed to cost of sales 580,186 580,186

Gross profit before fair value adjustments 79,902 79,902

Unrealized gain on changes in fair value of biological assets 9,077 9,077
Gross profit 70,825 70,825

Operating expenses:
Professional fees 3,479,099 4,248,789
Payroll and related benefits 1,400,353 2,301,394
Travel, meals and entertainment 427,924 574,539
Licenses, permits and option fees 281,431 282,879
Administrative and other expenses 171,972 262,647
Security and occupancy expenses 100,042 155,531
Advertising 117,220 120,693
Brand research and development 12,605 106,675
Insurance 62,981 91,883
Retail expense 59,903 59,903
Genetics expense 51,183 51,183
Supplies, tools and small equipment 29,715 34,007
Repairs and maintenance 25,754 29,284
Subcontractor 12,500 25,000
Depreciation and amortization 54,835 59,813
Trademarks 4,910 12,511
Utilities 10,738 11,453

Total operating expenses 6,303,165 8,428,184
Loss from operations (6,232,340) (8,357,359)

Other income (expenses):
Loss on disposal of asset (8,597) (8,597)
Interest income 603,270 603,270
Interest expense (799) (799)

Total other expenses 593,874 593,874
Loss before income taxes (5,638,466) (7,763,485)

Income taxes 28,000 28,000

Net loss (5,666,466) (7,791,485)

Net loss attributable to non-controlling interests 1,173,503 1,172,502

Net loss attributable to Sea Hunter Therapeutics, LLC
and Subsidiaries (4,492,963)$ (6,618,983)$

ended June 30, 2018

-3-
See accompanying notes and accountant's reports.



SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
CONDENSED INTERIM CONSOLIDATED STATEMENT OF CHANGES IN MEMBER'S

DEFICIT
FOR THE SIX MONTHS ENDED JUNE 30, 2018 (UNAUDITED)
(Expressed in U.S. Dollars)

Total
Accumulated Non-controlling Member's

Deficit Interests Deficit
Balance - January 1, 2018 (4,133,201)$ (706,553)$ (4,839,754)$

Opening balance of non-controlling interests
from consolidation - Commonwealth - (4,923,776) (4,923,776)

Opening balance of non-controlling
interests from acquisition - Ermont - (6,966,555) (6,966,555)

Transfer of membership interest
from related entity - ACRG (1,260,467) - (1,260,467)

Equity-based compensation 1,214,463 - 1,214,463

Net loss (6,618,983) (1,172,502) (7,791,485)

Balance - June 30, 2018 (10,798,188)$ (13,769,386)$ (24,567,574)$

-4-
See accompanying notes and accountant's report.



SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
CONDENSED INTERIM CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE SIX MONTHS ENDED JUNE 30, 2018 (UNAUDITED)
(Expressed in U.S. Dollars)

Cash flows from operating activities
Net loss (7,791,485)$
Adjustments to reconcile net loss to net cash used in operating activities:

Loss on disposal of asset (8,597)
Depreciation and amortization expense 94,676
Unrealized gain on changes in fair value of biological assets 9,077
Equity-based compensation 1,214,463
Net change in working capital items, net of effect of acquisitions:

Restricted cash escrow (1,202,623)
Biological assets (4,949)
Inventory (1,152,666)
Prepaid expenses and other current assets (101,230)
Prepaid income taxes 24,314
Due from related parties (45,800)
Deferred tax asset 3,000
Other assets (81,750)
Accounts payable 276,014
Accrued expenses (214,022)
Deferred rent payable (10,026)

Net cash used in operating activities (8,991,604)

Cash flows from investing activities
Purchase of property, plant and equipment, net of effect of acquisitions (1,521,082)
Net cash inflow from consolidation 251,174
Net cash inflow from acquisition 128,291
Acquisition goodwill (467,777)
Acquisition of intangible assets (2,776,475)

Net cash used in investing activities (4,385,869)

Cash flows from financing activities
Related party loans, net 26,369,300
Repayments of capital lease obligations (1,465)
Repayments of loans (10,601,967)

Net cash provided by financing activities 15,765,867

Net increase in cash 2,388,394

Cash, beginning of period 112,900

Cash, end of period 2,501,294$

Supplemental disclosures of cash flow information:
Interest paid 782$

Non-cash investing activities:
Equity-based compensation 1,214,463$

-5-
See accompanying notes and accountant's report.



SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS

(Unaudited)

-6-

NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies

Nature of Operations:

Sea Hunter Therapeutics, LLC and Subsidiaries (collectively the
September 20, 2017, to provide cultivation, retail,

operational and capital support to state licensees and, in certain circumstances, to apply
for licenses and/or manage licensees through its subsidiaries to cultivate, process,
transport, and dispense cannabis in Massachusetts and other various States in which it
operates. The Company is a 100% owned subsidiary of Sea Hunter Holdings, LLC.

Basis of Accounting and Presentation:

The condensed interim consolidated financial statements for the three and six months
ended June 30, 2018 have been prepared in accordance with IAS 34 Interim Financial
Reporting. These condensed interim consolidated financial statements do not include
all the information and disclosures required in the annual financial statements and

of December 31, 2017 and for the period September 20, 2017 (inception) to December
31, 2017 which have been prepared in accordance with the International Financial
Repo . These condensed interim consolidated financial
statements were approved by the Board of Managers and authorized for issue by the
Board of Managers on September 7, 2018.

Basis of Consolidation:

The accounts of the consolidated entities are prepared for the same reporting period as
the parent company, using consistent accounting policies. Intercompany transactions

consolidated entities and
investments in affiliates and the ownership interest in each as of June 30, 2018 are as
follows:

Name Place of Incorporation
Ownership
Percentage

SH Realty Holdings Delaware, USA 100%
Cultivo, LLC Delaware, USA 100%
Verdant Holdings, LLC Florida, USA 100%
Herbology Holdings, LLC Florida, USA 100%
Verdant Management Group, LLC Massachusetts, USA 100%



SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS

(Unaudited)
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies
(Continued)

Basis of Consolidation (Continued):

Herbology Management Group, LLC Massachusetts, USA 100%
Alternative Care Resource Group, LLC Massachusetts, USA 100%
Sea Hunter Finance, LLC Massachusetts, USA 100%
SH Therapeutics, LLC Florida, USA 100%
Commonwealth Alternative Care, Inc. Massachusetts, USA 0%
Ermont, Inc. Massachusetts, USA 0%
Verdant Medical, Inc. Massachusetts, USA 0%
Herbology Group, Inc. Massachusetts, USA 0%

These consolidated financial statements incorporate the financial statements of Sea
Hunter and entities controlled by Sea Hunter and its subsidiaries.

On an ongoing basis, Sea Hunter performs an evaluation of its interests in certain
entities to determine if Sea Hunter should consolidate the accounts of the entities. In
performing this evaluation management looks to see if Sea Hunter has both (1) the
power to direct activities of the entity that most significantly impact the
economic performance, and (2) the obligation to absorb losses or right to receive
benefits from the entity that could potentially be significant to the entity. Based on this
analysis, although not having a direct ownership interest, Sea Hunter has determined it
should consolidate Commonwealth Alternative Care, Inc., Ermont, Inc., Verdant
Medical, Inc. and Herbology Group, Inc. The accounts of these entities are included in
the accompanying consolidated financial statements. The portion of these entities net
equity (deficit) and net income (losses) not controlled is presented as non-controlling
interests. See Note 6 for these entities assets and liabilities, included in the
accompanying consolidated statement of financial position as of June 30, 2018.

Revenue Recognition:

Revenue from the sale of cannabis is recognized at a point in time when control over
the goods have been transferred to the customer. The Company transfers control and
satisfies its performance obligation upon delivery and acceptance by the customer.
Revenue is recognized at the fair value of the consideration received.

During 2018, the Company adopted IFRS 15 Revenue from Contracts with Customers.
The standard contains a single model that applies to contracts with customers and two
approaches to recognizing revenue: at a point in time or over time. The model features
a contract-based five-step analysis of transactions to determine whether, how much and



SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES

NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies
(Continued)

when revenue is recognized. The Company has concluded that the adoption of such
standard has resulted in no imp

Cash:

The Company maintains cash in bank accounts that, at times, exceed federally insured
limits. The Company has not experienced any losses on these accounts.

Restricted Cash Held in Escrow:

Restricted cash held in escrow consists of liquid funds set aside in a segregated, non-
interest-bearing account for expenses pursuant to the terms of the escrow agreement.

Inventories:

Inventories of harvested finished goods and packing materials are valued at the lower
of cost or net realizable value. Inventories of harvested cannabis are transferred from
biological assets at their fair value at harvest, which becomes the initial deemed cost.
Any subsequent post-harvest costs are capitalized to inventory to the extent that cost is
less than net realizable value. Inventories of purchased product are valued at the lower
of cost or net realizable value. Net realizable value is determined as the estimated
selling price in the ordinary course of business less the estimated costs of completion
and the estimated costs necessary to make the sale. Cost is determined using the
weighted average costing method.

Biological Assets:

The Company measures biological assets consisting of cannabis plants at fair value less
cost to sell up to the point of harvest, which becomes the basis of the cost of finished
goods inventories after harvest. Unrealized gains or losses arising from changes in fair
value less cost to sell during the period are included in the results of operations of the
related period.

Determination of the fair value of biological assets requires the Company to make a
number of estimates, including estimating the stage of growth of the cannabis up to the
point of harvest, harvesting costs, selling costs, sales prices, wastage and expected
yields of the cannabis plant. In determining final inventory values, the Company
estimates spoiled or expired inventory in determining net realizable value.
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies
(Continued)

Property, Plant and Equipment:

Property, plant and equipment are measured at cost less accumulated depreciation and
impairment losses as applicable. Depreciation is provided on a straight-line basis over
the following estimated useful lives:

Machinery and equipment 5-7 years
Furniture and fixtures 5-7 years
Autos and Truck 5 years
Leasehold improvements Shorter of asset life, or lease term

financial period-end and adjusted, if appropriate. Gains and losses on disposal of an
item are determined by comparing the proceeds from disposal with the carrying amount
of the item and recognized in profit or loss.

Intangibles:

Intangible assets are recorded at cost less accumulated amortization and impairment
losses, if any. Amortization is provided on a straight-line basis over their estimated
useful lives, which do not exceed the contractual period, if any. Intangibles are
evaluated for impairment when events or changes in circumstances indicate that the
carrying amount of the assets may not be recoverable through the estimated
undiscounted future cash flows from the use of these assets. When any such impairment
exists, the related assets will be written down to fair value. No impairment losses have
been necessary through June 30, 2018.

Goodwill:

Goodwill represents the excess of the purchase price paid for the acquisition of an entity
over the fair value of the net tangible and intangible assets acquired. Goodwill that has
an indefinite useful life is not subject to amortization and is tested annually for
impairment, or more frequently if events or changes in circumstances indicate that it
might be impaired. Any goodwill impairment is recorded in income in the period in
which the impairment is identified. Impairment losses on goodwill are not subsequently
reversed. No impairment losses have been necessary through June 30, 2018.
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NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies
(Continued)

Income Taxes:

The Company is a limited liability company which is a flow through entity as defined
in the Internal Revenue Code ( IRS ) and, as such, is not taxable at the entity level for
federal and state income tax purposes. The Company reviewed IFRC 23 Uncertainty
over Income Tax Treatments and IAS 37 Provisions, Contingent Liabilities and
Contingent Assets and believe that there are no uncertain tax positions.

The subsidiary, Ermont, Inc., is considered a C-Corporation for federal purposes and a
non-profit Company in the State of Massachusetts. Income taxes are provided for the
tax effects of transactions reported in the consolidated financial statements and consist
of taxes currently due plus deferred taxes related primarily to differences between the
basis of property and equipment, inventory, provision for bad debts, vacation accruals,
and inventory capitalization for financial and income tax reporting. The deferred tax
assets and liabilities represent the future tax return consequences of those differences,
which will either be taxable or deductible when the assets and liabilities are recovered
or settled. The Company records net deferred tax assets to the extent the Company
believes these assets will more likely than not be realized. In making such
determination, the Company considers all available positive and negative evidence,
including future reversals of existing taxable temporary differences, projected future
taxable income, tax planning strategies and recent financial operations.

Financial Instruments:

Financial Assets
The Company initially recognizes financial assets at fair value on the date that they are
originated. All financial assets (including assets designated at fair value through profit
or loss) are recognized initially on the date at which the Company becomes a party to
the contractual provisions of the instrument. The Company derecognizes a financial
asset when the contractual rights to the cash flows from the asset expire or it transfers
the rights to receive the contractual cash flows on the financial asset in a transaction in
which substantially all the risks and rewards of ownership of the financial asset are
transferred. Any interest in transferred financial assets that is created or retained by the
Company is recognized as a separate asset or liability.

A financial asset is recognized at fair value through profit or loss if it is classified as
held for trading or is designated as such upon initial recognition. Financial assets are
designated at fair value through profit or loss if the Company manages such
investments and makes purchase and sale decisions based on their fair value in
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies
(Continued)

Financial Instruments (Continued):

Financial assets classified as fair value through profit or loss are measured at fair value,
and changes therein are recognized in profit or loss.

Financial Liabilities
The Company initially recognizes financial liabilities at fair value on the date that they
are originated. All financial liabilities (including liabilities designated at fair value
through profit or loss) are recognized initially on the date at which the Company
becomes a party to the contractual provisions of the instrument.

The Company derecognizes a financial liability when its contractual obligations are
discharged or cancelled or expire.

The Company classifies its financial liabilities as either financial liabilities at fair value
through profit or loss or other liabilities. Subsequent to initial recognition, other
liabilities are measured at amortized cost using the effective interest method. Financial
liabilities at fair value are stated at fair value with changes being recognized in profit
or loss.

Classification of Financial Instruments
The Company classifies its financial assets and liabilities depending on the purpose for
which the financial instruments were acquired, their characteristics, and management
intent as outlined below:

Classification
Cash Fair value through profit or loss
Restricted cash held in escrow Fair value through profit or loss
Due from related parties Loans and receivables
Accounts payable and accrued expenses Other financial liabilities
Due to related party Other financial liabilities
Capital leases Other financial liabilities
Loans payable Other financial liabilities

Significant Accounting Judgments, Estimates and Assumptions:

IFRS requires management to make judgments, estimates, and assumptions about the
carrying amounts of assets and liabilities that are not readily apparent from other
sources. The estimates and associated assumptions are based on historical experience
and other factors that are considered to be relevant. Actual results may differ from these
estimates.
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies
(Continued)

Significant Accounting Judgments, Estimates and Assumptions (Continued):

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions
to accounting estimates are recognized in the period in which the estimate is revised, if
the revision affects only that period, or in the period of the revision and future periods,
if the revision affects both current and future periods. Significant judgments, estimates
and assumptions that have the most significant effect on the amounts recognized in the
financial statements are described below.

Fair value of financial instruments
The individual fair values attributed to the different components of a financing
transaction are determined using valuation techniques. The Company uses judgment to
select the methods used to make certain assumptions and in performing the fair value
calculations in order to determine (a) the values attributed to each component of a
transaction at the time of their issuance; (b) the fair value measurements for certain
instruments that require subsequent measurement at fair value on a recurring basis; and
(c) for disclosing the fair value of financial instruments subsequently carried at
amortized cost. These valuation estimates could be significantly different because of
the use of judgment and the inherent uncertainty in estimating the fair value of these
instruments that are not quoted in an active market.

Biological assets
Biological assets, consisting of cannabis plants and agricultural produce consisting of
cannabis, are measured at fair value less costs to sell up to the point of harvest.
Determination of the fair values of the biological assets and the agricultural product
requires the Company to make assumptions about how market participants assign fair
values to these assets. These assumptions primarily relate to the level of effort required
to bring the cannabis up to the point of harvest, costs to convert the harvested cannabis
to finished goods, sales price, risk of loss, expected future yields from the cannabis
plants and estimating values during the growth cycle.

The valuation of biological assets at the point of harvest is the cost basis for all cannabis
based inventory and thus any critical estimates and judgments related to the valuation
of biological assets are also applicable for inventory. The valuation of work-in-process
and finished goods also requires the estimate of conversion costs incurred, which
become part of the carrying amount for the inventory. The Company must also
determine if the cost of any inventory exceeds its net realizable value, such as cases
where prices have decreased, or inventory has spoiled or has otherwise been damaged.
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies
(Continued)

Significant Accounting Judgments, Estimates and Assumptions (Continued):

Estimated useful lives and depreciation of property, plant and equipment
Depreciation of property, plant and equipment is dependent upon estimates of useful
lives which are determined through the exercise of judgment. The assessment of any
impairment of these assets is dependent upon estimates of recoverable amounts that
take into account factors such as economic and market conditions and the useful lives
of assets.

Business combinations
In a business combination, all identifiable assets, liabilities and contingent liabilities
acquired are recorded at their fair values. One of the most significant estimates relates
to the determination of the fair value of these assets and liabilities. For any intangible
asset identified, depending on the type of intangible asset and the complexity of
determining its fair value, an independent valuation expert or management may
develop the fair value, using appropriate valuation techniques, which are generally
based on a forecast of the total expected future net cash flows. The evaluations are
linked closely to the assumptions made by management regarding the future
performance of the assets concerned and any changes in the discount rate applied.

Certain fair values of the acquired assets and assumed liabilities of Ermont, Inc. have
been estimated at the acquisition date pending confirmation or completion of the
valuation process. Where provisional values are used in accounting for a business
combination, they may be adjusted retrospectively in subsequent periods. However, the
measurement period will last for one year from the acquisition date.

Deferred tax assets
Deferred tax assets, including those arising from tax loss carry-forwards, require
management to assess the likelihood that the Company will generate sufficient taxable
earnings in future periods in order to utilize recognized deferred tax assets.
Assumptions about the generation of future taxable profits depend
estimates of future cash flows. In addition, future changes in tax laws could limit the
ability of the Company to obtain tax deductions in future periods. To the extent that
future cash flows and taxable income differ significantly from estimates, the ability of
the Company to realize the net deferred tax assets recorded at the reporting date could
be impacted.
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies
(Continued)

New Standards, Interpretations and Amendments:

IFRS 7 Financial Instruments: Disclosure
This standard was amended to require additional disclosures on transition from IAS 39

effective for annual periods commencing on or after January 1, 2018. The Company
has concluded that the adoption of such standard has resulted in no impact on the

IFRS 9 Financial Statements
In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments, which
reflects all phases of the financial instruments project and replaces IAS 39 Financial
Instruments: Recognition and Measurement and all previous versions of IFRS 9.

The standard introduces new requirements for classification and measurement,
impairment and hedge accounting. IFRS 9 is effective for annual periods beginning on
or after January 1, 2018, with early application permitted. The Company has concluded
that the
consolidated financial statements.

IFRS 16 Leases
The new standard will replace IAS 17 Leases
classification of leases as either operating or finance leases by the leasee. The treatment
of leases by the leasee will require capitalization of all leases resulting accounting
treatment similar to finance leases under IAS 17. The new standard will result in an
increase in lease assets and liabilities for the leasee. Under the new standard, the
treatment of all lease expense is aligned in the statement of earnings with depreciation,
and an interest component recognized for each lease, in line with finance lease
accounting under IAS 17. IFRS 16 will be applied retrospectively. Based on the

the financial reporting and the Company is currently assessing the implications of the
new standard which will become effective to annual reporting periods beginning on or
after January 1, 2019.

Fair Value Measurements:

Fair value has been determined for measurement and/or disclosure purposes based on
the following methods. The Company characterizes fair value inputs using a hierarchy
that prioritizes inputs depending on the degree to which they are observable. The levels
of the fair value hierarchy are as follows:
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies
(Continued)

Fair Value Measurements (Continued):

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets
and liabilities that the Company has the ability to access at the measurement date.

Level 2 inputs are inputs other than quoted prices included within Level 1 that are
observable for the assets or liabilities, either directly or indirectly.

Level 3 inputs are unobservable inputs for the assets or liabilities.

The level in the fair value hierarchy within which a fair measurement in its entirety
falls is based on the lowest level input that is significant to the fair value measurement
in its entirety.

The Company's financial instruments consist primarily of cash, restricted cash held in
escrow, due from related parties, accounts payable, accrued expenses, loans payable
and due to related party. The Company measures its cash at fair value and is classified
with Level 1 as the valuation inputs are based on quoted prices in active markets for
identical assets. The carrying amount of the other financial instruments approximates
their fair value due to their short-term nature or that their terms approximate market
terms.

Financial and Capital Risk Management:

The Company examines the various financial instruments and risks to which it is
exposed and assesses the impact and likelihood of those risks. These risks include
market risk, interest rate risk, liquidity risk, and credit risk. Where material, these risks
are reviewed and monitored by the Board of Managers.

The Board of Managers has overall responsibility for the determination of the
licies. The overall objective of the

Board is to set policies that seek to reduce risk as far as possible without unduly

Liquidity Risk
Liquidity risk is the risk that the Company will not be able to meet its financial
obligations associated with financial liabilities. The Company manages liquidity risk

liquidity is to ensure that it will have sufficient liquidity to settle obligations and
liabilities when due.
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies
(Continued)

Financial and Capital Risk Management (Continued):

Market Risk
Market risk is the risk that the fair value of future cash flows of a financial instrument
will fluctuate because of changes in market prices.

Interest Rate Risk
Interest rate risk is the risk that future cash flows will fluctuate as a result of changes
in market interest rates. The Company's interest rate risk is limited to potential changes
on the cash held with financial institutions. As interest on these balances is negligible,
the Company considers interest rate risk to be immaterial.

Credit Risk
Credit risk is the risk of financial loss to the Company if a counterparty to a financial
instrument fails to meet its contractual obligations. Financial instruments, which are
potentially subject to credit risk for the Company, consist of cash. Cash is maintained
with financial institutions of reputable credit and may be redeemed upon demand. The
Company maintains its cash accounts at various financial institution in the United
States which is insured up to $250,000 for each account by the Federal Deposit

limit. As of June 30, 2018, uninsured balance of the accounts totaled $1,303,110.
Credit risk exposure is limited through maintaining cash with high-credit quality
financial institutions and management considers this risk to be minimal for all cash
assets based on changes that are reasonably possible at each reporting date.

NOTE 2 - Property, Plant and Equipment

Property, plant and equipment as at June 30, 2018 consists of the following:

Machinery and equipment $5,990,358
Furniture and fixtures 200,854
Autos and trucks 105,985
Leasehold improvements 20,892,224

27,189,421

Accumulated depreciation (1,205,591)
Property, plant and equipment, net $ 25,983,830
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NOTE 2 - Property, Plant and Equipment (Continued)

Depreciation expense for the six months ended June 30, 2018 amounted to $76,942,
$34,863 of which was included in Production Costs Expensed to Cost of Sales.

NOTE 3 - Intangibles

The Company entered into agreements which provide rights to licenses owned by
certain not-for-profit entities for which they have management agreements.

ation is provided on a straight-line basis over the following estimated useful
lives:

License rights Shorter of asset life, or license term
Management contract rights Shorter of asset life, or contract term

Intangibles are recorded at cost and consist of the following as of June 30, 2018:

License rights $ 218,833
Management contract rights 2,750,000

2,968,833

Accumulated amortization (17,734)
Intangibles, net $ 2,951,099

Amortization expense for the six months ended June 30, 2018 amounted to $17,734.

NOTE 4 - Biological Assets

The changes in the carrying value of biological assets are as follows as of June 30,
2018:

Balance, beginning of period $ -
Biological assets acquired from Ermont 572,513
Net change in fair value less costs to sell due

to biological transformation 89,395
Production costs capitalized 241,472

$ 903,380

Transferred to inventory upon harvest (337,272)
Balance, end of period $ 566,108
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NOTE 4 - Biological Assets (Continued)

As at June 30, 2018, the carrying value of biological assets consisted entirely of live
cannabis plants.

The Company values cannabis plants at cost from the date of initial clipping from
bearer plants until the beginning of the vegetation stage. The Company does not have
seeds included within biological assets. Measurement of the biological asset at fair
value less costs to sell and costs to complete begins at vegetation stage.

Biological assets are measured using Level 3 inputs. The significant assumptions used
in determining the fair value of medical cannabis plants are as follows:

Expected yields of plants;
Wastage of plants;
Duration of production cycle;
Percentage of costs incurred as of the reporting date compared to the total costs
expected to be incurred;
Percentage of costs incurred for each stage of plant growth;
Market values.

On average, the cultivation cycle is approximately 16 weeks. All of the plants are to be
harvested as agricultural produce (i.e., medical cannabis) and as of June 30, 2018, on
ave
change and differences from the anticipated yield will be reflected in in the gain or loss
on biological assets in future periods.

The Company estimates the harvest yields for the plants at various stages of growth.

Changes in the anticipated yield will be reflected in future changes in the fair value of
the biological assets.

NOTE 5 - Inventories

T as of June 30, 2018 consist of the following:
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NOTE 5 - Inventories (Continued)

Raw Materials $ 168,303
Work in Process 174,220
Finished Goods 1,554,598
Supplies and Accessories 403,983

$ 2,301,104

NOTE 6 - Acquisition and Consolidation of Certain Entities

Ermont, Inc.
On May 31, 2018, the Company completed the acquisition of (i) the existing debt of
Ermont, Inc. a Massachusetts not-for-profit Registered Marijuana Dispensary and (ii)
the existing Management Agreement with Zolly, LLC to Cultivo LLC, a wholly-owned
subsidiary. SH Finance, a wholly-owned subsidiary, consolidated the debt and
advances made on Ermont's behalf at closing into a $12.5 million Loan and Security
Agreement bearing interest at the rate of 18% per annum. The total transaction cost was
$15.0 million (inclusive of a $2.75 million payment for the management agreement).
The Company recognized $467,777 of Goodwill related to this acquisition.

The purchase price allocation, specifically in respect of goodwill, intangibles and
deferred income tax liabilities, has not been finalized as of the date of issuance of these
condensed interim consolidated financial statements. As is customary in a business
acquisition transaction, until the time of acquisition of control, the Company did not
have full access to the relevant portions of Ermont
sufficient time to review the relevant portions of books and records, as well as obtaining
new and additional information about the related facts and circumstances as of the
acquisition date, the Company will adjust the provisional amounts for identifiable
assets acquired and liabilities assumed and thus finalize the purchase price allocation.
Goodwill and intangibles are grouped together in the condensed interim consolidated
statement of financial position; however, these items will be presented separately once
the purchase price allocation is complete.

Alternative Care Resource Group, LLC
On May 1, 2018, Sea Hunter Holdings, LLC contributed its interest in Alternative Care
Resource Group, LLC to Cultivo LLC, a wholly-owned subsidiary. Because the
transaction involves entities under common control, the assets and liabilities transferred
were at cost.
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NOTE 6 - Acquisition and Consolidation of Certain Entities (Continued)

Non-controlling Interests
As of June 30 entities with non-
controlling interests is limited to $43,227,105 representing the balance owed to the
Company for providing direct and indirect financial support. The creditors of these
entities do not have recourse to the credit of the Company.

As of June 30, 2018, the carrying amount of consolidated assets and liabilities of non-
controlling interests included in the accompanying Consolidated Statement of
Financial Position of the Company are as follows:

Herbology
Group, Inc.

Verdant
Medical, Inc. Ermont, Inc.

Commonwealth
Alternative Care,

Inc. Total
Current assets $ - $ - $1,507,517 $ 4,439,979 $ 5,947,496
Non-current assets - 141,250 4,547,579 22,770,349 27,459,178
Current liabilities 205,139 641,663 13,307,256 32,728,160 46,882,217
Non-current liabilities - - 55,149 238,694 293,843

Net Deficit $ (205,139) $ (500,413) $(7,307,309) $(5,576,526) $(13,769,386)

NOTE 7 - Related Party Transactions

Sea Hunter Holdings, LLC
As of June 30, 2018, Sea Hunter Holdings, LLC advanced $59,732,652 to
the Company. The loan is without interest and repayment terms. The loan has been
classified as non-current as SHH has indicated it will not require repayment of the
amounts advanced in the next twelve months. As per the letter of intent to merge
described in Note 11, the loan will be forgiven when the transaction is complete and
the balance will be included as a contribution to equity.

IESO, LLC
During May and June of 2018, the Company made several advances to IESO, LLC

, a related party under common ownership. As of June 30, 2018, the Company
is owed $48,046, without interest and repayment terms, from IESO. This has been

Key Management Compensation
Key management personnel are those persons having the authority and responsibility
for planning, directing and controlling activities of the entity, directly or indirectly. The

executive management team and Board of Managers.
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NOTE 7 - Related Party Transactions (Continued)

Key Management Compensation (Continued)
Compensation provided to key management was $1,278,160 and is included in payroll
and related benefits in the Consolidated Statement of Operations.

NOTE 8 - Equity-Based Compensation

the issuance of incentive units of Sea Hunter Holdings to 4 service providers of the
Company totaling 1,124 preferred units and 7,866 class A units. Equity-based
compensation of the Company totaling $1,123,774 for the six
months ended June 30, 2018 is based upon $142.86 per Class A Unit and is included
in professional fees in the Consolidated Statement of Operations.

the issuance of 635 incentive class A units of Sea Hunter Holdings to 3 individuals of
the Company totaling $90,689 based upon $142.86 per Class A Unit and is included in
payroll and related benefits in the Consolidated Statement of Operations for the six
months ended June 30, 2018. These units vested upon issuance and contain
employment contingency rules.

The Managers also approved the issuance of 50 preferred units and Class A units with
an approximate value of $75,000 that are contingent upon continued employment as of
the date of vesting.

NOTE 9 - Commitments and Contingencies

Operating Leases
The Company entered into a five-year lease agreement for its corporate office in West
Palm Beach, Florida in March 2018 commencing April 2018. Rent will increase
annually by 3% starting in the second lease year.

The Company entered into a three-year lease agreement in West Palm Beach, Florida
starting March 2018. Rent will increase annually by $200 a month starting in the second
lease year.

The Company entered into a 16-month lease agreement in Massachusetts starting
February 2018. Rent is $10,000 per month during the entire term of the lease.
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NOTE 9 - Commitments and Contingencies (Continued)

Operating Leases (Continued)
On January 24, 2014, a predecessor company entered into an agreement to lease the

facility for a term of 10 years expiring
on April 31, 2023, with options to renew the lease upon expiration for two additional
5-year terms. This lease was transferred to the Company concurrent with its formation.
The lease requires monthly lease payments of $21,629 with lease payment escalations
each year. The Company is responsible for operating expenses related to the property.

The future minimum rental payments for each of the next five years and thereafter are:

Year ending December 31
July December 2018 $ 785,201
2019 1,576,475
2020 1,649,233
2021 1,680,266
2022 and thereafter 8,192,720

Total $ 13,883,884

Rent expense amounted to $150,035 for the six months ended June 30, 2018.

Capital Leases
The Company leases six pieces of equipment under agreements that expires between
September 2019 and November 2022. Management has classified these leases as
capital leases. The leased assets are included in property, plant and equipment on the
Consolidated Statement of Financial Position as of June 30, 2018 and consist of the
following:

Equipment $ 653,381
Accumulated depreciation (215,695)

Equipment, net $ 437,686

Amortization of the leased assets has been included in depreciation expense in the
amount of $10,439 for six months ended June 30, 2018.

As of June 30, 2018, minimum rental commitments under the capital leases are as
follows:
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NOTE 9 - Commitments and Contingencies (Continued)

Capital Leases (Continued)

Year ending December 31
July December 2018 $ 11,754
2019 26,966
2020 24,238
2021 3,279
Total minimum lease payments $ 66,237

Less amounts representing interest (23,655)

Present value of net minimum lease payments $ 42,582

Guarantees
The Company is a guarantor in the lease agreement of one of its Massachusetts
dispensaries. The Company might be liable for the future minimum rental payments
under this lease as follows:

Year ending December 31
July December 2018 $ 224,939
2019 460,000
2020 473,800
2021 488,014
2022 and thereafter 1,150,772

Total $ 2,797,525

Other
On December 20, 2015, the Company entered into a service agreement with Zolly,
LLC. Under the agreement Zolly, LLC will provide management and consulting
services to the Company. The fee is determined by total production of 10 milligram
extract in any form plus a set fee per pound of marijuana flower produced not to exceed
$900,000 in the first twelve month period, $1,500,000 in the second twelve month
period, and $1,750,000 in the third twelve month period.

On May 31, 2018, the Company reassigned the service agreement to Cultivo, LLC
under identical terms.
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NOTE 9 - Commitments and Contingencies (Continued)

Other (Continued)
During 2017, the Company met the maximum service agreement fees of $1,500,000,

estimate. Service agreement fees of $920,000 were included in inventoriable costs as
of June 30, 2018. The related prepaid fee was $80,000 and $1,000,000 as of June 30,
2018 and December 31, 2017, respectively.

During the periods ended June 30, 2018 and December 31, 2017, the Company paid
expenses for a consultant from Zolly, Inc. in the amount of $0 and $162,400,
respectively. As of June 30, 2018 and December 31, 2017, the service agreement
payable was approximately $0 and $2,138,000 respectively.

NOTE 10 -Long-Term Debt

The Company has a loan payable to Nissan Motor Acceptance Corporation bearing
interest of 5.48% per annum. The loan calls for 72 monthly payments of principal and
interest until August 14, 2022, when paid in full.

As of June 30, 2018, minimum principal maturities on the loan payable are as follows:

Year ending December 31
July December 2018 $ 1,791
2019 3,407
2020 3,598
2021 3,802
2022 1,760

Total $ 14,358

NOTE 11 -Income Taxes

The provision for income tax consists of the following for the six months ended June
30, 2018:

Current tax provision $ 25,000
Deferred 3,000
Valuation allowance -

Total provision for income taxes $ 28,000
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NOTE 11 -Income Taxes (Continued)

Deferred taxes reflect the tax effects of temporary differences between the carrying
amounts of asset and liabilities for financial reporting purposes and their tax values.
Movements in deferred tax assets (liabilities) as of June 30, 2018 are comprised of the
following:

As of Deferred tax As of
December 31, assets assumed Charged to June 30,

2017 from acquisition earnings 2018
Deferred tax asset:

Biological assets $ - $ 48,000 $ (3,000) $ 45,000

The effective income tax rate varied from the statutory federal income tax rate
principally due to state income taxes, net of federal income tax benefits.

NOTE 12 -Risk and Uncertainties

The Company operates in the rapidly growing U.S. regulated cannabis market. There
is a high level of risk and uncertainty associated with regulatory conditions within this
market. Such uncertainty is mitigated by the gradual path that the United States is
taking to legalize cannabis through state-by-state reform initiatives. Due to the high
level of risk and uncertainty associated with the regulatory conditions within the
industry, it is at least reasonably possible that the Company can face material adverse
effects if regulations are established to prohibit the cultivation and sale of cannabis
products nationally or if the state-by-state reform initiatives allowing for the sale and
cultivation of cannabis products do not pass or are reversed in the near term.

NOTE 13 -Subsequent Events

On July 8, 2018, Sea Hunter Therapeutics, LLC executed a business combination
agreement to merge with three US companies and one Canadian company in

forms
in the cannabis space. The new company will be operating under the name TILT
Holdings, LLC. Following completion of the business combination, Sea Hunter will
own 44.98% of the outstanding shares of TILT. The business combination will be
carried out by way of a court approved plan of arrangement and will require approval
of: (i) at least two-thirds of the votes cast by shareholders of TILT(which at such time
will be the shareholders of the 3 US companies); and (ii) at least two thirds of the votes
cast by the shareholders of the Canadian company. The combination is also subject to
regulatory approval, including the approval of the CSE, and he acceptance of the listing
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NOTE 13 -Subsequent Events (Continued)

mpany has an agreement to make a
short-term loan of $1.5 million to one of the companies if the proposed merger does
not occur.

Pursuant to Massachusetts laws, The Board of Director's of Commonwealth Alternative
Care, Inc. ("CAC" or "Company") adopted plan of conversion by unanimous written
consent a to convert CAC, a non-profit corporation under Massachusetts law, to a for
profit domestic corporation in Massachusetts. The plan of conversion granted Sea
Hunter Therapeutics, LLC, a Delaware limited liability company, one hundred percent
(100%) of the common stock of the Company. The shares of common stock were issued
to Sea Hunter Therapeutics, LLC in exchange for the forgiveness of outstanding debt
owed by the Company to SH Finance Company, LLC, a wholly-owned subsidiary of
Sea Hunter Therapeutics, LLC, in an approximate amount of $23.5 million, in
accordance with the terms of an Exchange Agreement to be entered into between the
Company, Sea Hunter Therapeutics, LLC and SH Finance Company, LLC. The plan
of conversion was certified by the Massachusetts Department of Public Health and
CAC was approved by the Secretary of the Commonwealth as a duly incorporated for
profit domestic corporation on August 29, 2018.

On August 8, 2018, Sea Hunter Holdings, LLC entered into an agreement to advance
up to $18,829,585 in cash and equity consideration (in the form of Preferred and Class
A Common Units) for the acquisition of IESO, LLC by SH Illinois License Holder
Corp., an indirect subsidiary of Sea Hunter Capital Management, LLC. At the closing

promissory note to Sea Hunter Holdings, LLC in the amount of the total value of the
consideration advanced by Sea Hunter Holdings, LLC. The note would have a five-
year term and bear interest at a rate of 8% per annum. Following the consummation of
the transaction, Cultivo, LLC intends to enter into a management agreement, equipment
lease agreement, and intellectual property license agreement with IESO, LLC.

On August 10, 2018 SH Realty Holdings-Ohio, LLC acquired a property in Elyria,
Ohio. This property is leased to AFS Cultivation, LLC, an owner of a dispensary
license in Ohio. Simultaneously, SH Finance Company, LLC entered into a Loan and
Security Agreement with AFS Cultivation, LLC for an option to acquire all the
membership interests in AFS Cultivation, LLC In exchange for a loan in the amount of
$2,650,000. In connection with the transaction, Sea Hunter formed SH Ohio, LLC to
hold the option and SH Realty Holdings-Ohio, LLC to hold the real estate. Both entities
are wholly owned subsidiaries of Sea Hunter Therapeutics.

The Company and its subsidiaries are engaged in advanced negotiations to acquire
interests in related and complementary businesses throughout the United States.
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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
(Expressed in U.S. Dollars)

December
31, 2017

ASSETS
Current assets:

Cash 112,900$
Prepaid expenses and other current assets 315,522
Total current assets 428,422

Non-current assets:
Intangibles (Note 2) 174,624
TOTAL ASSETS 603,046$

LIABILITIES AND MEMBER'S EQUITY
Current liabilities:

Accounts payable 702,806$
Total current liabilities 702,806

Non-current liabilities:
Loans payable - related parties (Note 4) 4,739,994
Total Liabilities 5,442,800

Commitments and Contingencies (Note 5)

Member's Deficit
  Member's deficit of Sea Hunter Therapeutics, LLC
      and Subsidiaries (4,133,201)
Non-controlling interests (706,553)
Total Member's Deficit (4,839,754)
TOTAL LIABILITIES AND 

MEMBER'S DEFICIT 603,046$

-2-
The accompanying notes are an integral part of these consolidated financial statements.



SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF OPERATIONS AND 
CHANGES IN MEMBER'S DEFICIT
FOR THE PERIOD SEPTEMBER 20, 2017 (INCEPTION) TO DECEMBER 31, 2017
(Expressed in U.S. Dollars)

Operating expenses:
Payroll and related benefits 1,527,421$
Professional fees 1,159,730
Taxes and license 829,147
Travel, meals and entertainment 196,251
Administrative and other expenses 113,686
Brand development 107,488
Rent (Note 5) 40,970
Subcontractor fees 30,966
Insurance 6,569
Advertising 5,440
Trademarks 3,868
Utilities 331

     Total operating expenses 4,021,867

Loss from operations (4,021,867)

Other expenses:
Option fee 74,500
Loss on disposal of asset 36,834

     Total other expenses 111,334

Net loss (4,133,201)

Net loss attributable to non-controlling interests -

Net loss attributable to Sea Hunter Therapeutics, LLC (4,133,201)
   and Subsidiaries

Member's deficit, beginning of period -

Net loss (4,133,201)
Opening balance of non-controlling

interests from consolidation (706,553)

Member's deficit, end of period (4,839,754)$

-3-
The accompanying notes are an integral part of these consolidated financial statements.



SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD SEPTEMBER 20, 2017 (INCEPTION) TO DECEMBER 31, 2017
(Expressed in U.S. Dollars)

Cash flows from operating activities
Net loss (4,133,201)$
Adjustments to reconcile net loss to net cash used in operating activities:

Loss on disposal of asset 36,834
Net change in working capital items:

Prepaid expenses and other current assets (33,022)
Accounts payable 702,806

Net cash used in operating activities (3,426,583)

Cash flows from investing activities
Acquisition of leasehold improvements (36,834)
Acquisition of intangible assets (174,624)

Net cash used in investing activities (211,458)

Cash flows from financing activities
Proceeds from related party loans 4,739,994
Repayment of advances (989,053)

Net cash provided by financing activities 3,750,941

Net increase in cash 112,900
   Cash, beginning of period -
   Cash, end of period 112,900$

Supplemental disclosures of cash flow information:
    Interest paid -$

-4-
The accommpanying notes are an integral part of these consolidated financial statements.
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies 

Nature of Operations: 

Sea Hunter Therapeutics, LLC and Subsidiaries (the “Company”) was formed on 
September 20, 2017, to provide cultivation, retail, operational and capital support to 
state licenses and, in certain circumstances, to apply for licenses and/or manage 
licensees through its subsidiaries to cultivate, process, transport, and dispense cannabis 
in Massachusetts and other various States in which it operations. The Company is a 
100% owned subsidiary of Sea Hunter Holdings, LLC. 

Basis of Accounting and Presentation: 

 The accompanying consolidated financial statements have been prepared in accordance 
with the International Financial Reporting Standards (“IFRS”) as issued by the 
International Accounting Standards Board and interpretations of the International 
Financial Reporting Interpretations Committee; effective for the Company’s reporting 
for the period September 20, 2017 (inception) to December 31, 2017. 

 These consolidated financial statements were approved by the Board of Managers and 
authorized for issue by the Board of Managers on June 12, 2018. 

Basis of Consolidation: 

The accounts of the consolidated entities are prepared for the same reporting period as 
the parent company, using consistent accounting policies. Intercompany transactions 
and balances are eliminated. The Company’s principal consolidated entities and the 
ownership interest in each are as follows: 

Name Place of Incorporation 
Ownership 
Percentage

SH Realty Holdings Delaware, USA 100% 
Cultivo, LLC Delaware, USA 100% 
Verdant Holdings, LLC Florida, USA 100% 
Herbology Holdings, LLC Florida, USA 100% 
Verdant Management Group, LLC Massachusetts, USA 100% 
Herbology Management Group, LLC Massachusetts, USA 100% 
Verdant Medical, Inc. Massachusetts, USA 0% 
Herbology Group, Inc. Massachusetts, USA 0% 

These consolidated financial statements incorporate the financial statements of the 
Company and entities consolidated by the Company and its subsidiaries. 
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies 
(Continued)

Basis of Consolidation: 

 On an ongoing basis the Company performs an evaluation of its interests in certain 
entities to determine if should consolidate the accounts of the entities. In performing 
this evaluation management looks to see if the Company has both (1) the power to 
direct activities of the entity that most significantly impact the entity’s economic 
performance, and (2) the obligation to absorb losses or right to receive benefits from 
the entity that could potentially be significant to the entity. Based on this analysis, 
although not having a direct ownership interest, the Company has determined it should 
consolidate Verdant Medical, Inc. and Herbology Group, Inc. The accounts of these 
two entities are included in the 2017 consolidated financial statements. The portion of 
these entities’ net equity (deficit) and net income (losses) not controlled is presented as 
non-controlling interest in these financial statements. See Note 3 for these entities’ 
assets and liabilities, included in the accompanying consolidated statement of financial 
position of the Company as of December 31, 2017. 

Use of Estimates: 

The preparation of consolidated financial statements in conformity with IFRS requires 
management to make estimates and assumptions that affect the reported amounts of 
assets and liabilities and disclosure of contingent assets and liabilities at the date of the 
consolidated financial statements and the reported amounts of expenses during the 
reporting period. Actual results could differ from those estimates.  

Cash:

The Company maintains cash in bank accounts which, at times, exceed federally 
insured limits. The Company has not experienced any losses on these accounts. 

Impairment of Long Lived Assets: 

Intangibles are evaluated for impairment when events or changes in circumstances 
indicate that the carrying amount of the assets may not be recoverable through the 
estimated undiscounted future cash flows from the use of these assets. When any such 
impairment exists, the related assets will be written down to fair value. No impairment 
losses have been necessary through December 31, 2017. 
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies 
(Continued)

 Income Taxes: 

The Company is a limited liability company which is a flow through entity as defined 
in the Internal Revenue Code and, as such, is not taxable at the entity level for federal 
and state income tax purposes. The Company reviewed IFRC 23 Uncertainty over 
Income Tax Treatments and IAS 37 Provisions, Contingent Liabilities and Contingent 
Assets and believes that there are no uncertain tax positions. 

Financial Instruments: 

Financial Assets 
The Company initially recognizes financial assets at fair value on the date that they are 
originated. All financial assets (including assets designated at fair value through profit 
or loss) are recognized initially on the date at which the Company becomes a party to 
the contractual provisions of the instrument. The Company derecognizes a financial 
asset when the contractual rights to the cash flows from the asset expire or it transfers 
the rights to receive the contractual cash flows on the financial asset in a transaction in 
which substantially all the risks and rewards of ownership of the financial asset are 
transferred. Any interest in transferred financial assets that is created or retained by the 
Company is recognized as a separate asset or liability. 

A financial asset is recognized at fair value through profit or loss if it is classified as 
held for trading or is designated as such upon initial recognition. Financial assets are 
designated at fair value through profit or loss if the Company manages such 
investments and makes purchase and sale decisions based on their fair value in 
accordance with the Company’s documented risk management or investment strategy. 

Financial assets at fair value through profit or loss are measured at fair value, and 
changes therein are recognized in profit or loss. 

Financial Liabilities 
The Company initially recognizes financial liabilities at fair value on the date that they 
are originated. All financial liabilities (including liabilities designated at fair value 
through profit or loss) are recognized initially on the date at which the Company 
becomes a party to the contractual provisions of the instrument. The Company 
derecognizes a financial liability when its contractual obligations are discharged or 
cancelled or expire. 
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies 
(Continued)

Financial Instruments (Continued): 

The Company classifies its financial liabilities as either financial liabilities at fair value 
through profit or loss or other liabilities. Subsequent to initial recognition, other 
liabilities are measured at amortized cost using the effective interest method. Financial 
liabilities at fair value are stated at fair value with changes being recognized in profit 
or loss. 

Classification of Financial Instruments 
The Company classifies its financial assets and liabilities depending on the purpose for 
which the financial instruments were acquired, their characteristics, and management 
intent as outlined below: 

Classification 
Cash       Fair value through profit or loss 
Accounts payable      Other financial liabilities 
Loans payable – related parties  Loans and receivables 

New Standards, Interpretations and Amendments: 

IAS 1 Presentation of Financial Statements 
The Company has reviewed and considered the amendments made to IAS 1 effective 
on January 1, 2016. The Company has concluded that the adoption of such standard 
has resulted in no impact on the Company’s consolidated financial statements. The 
Company will re-evaluate IAS 1 should a transaction occur. 

IFRS 7 Financial Instruments: Disclosure 
This standard was amended to require additional disclosures on transition from IAS 39 
Financial Instruments: Recognition and Measurement (“IAS 39”) to IFRS 9 Financial 
Instruments (“IFRS 9”). This amendment is effective on adoption of IFRS 9, which is 
effective for annual periods commencing on or after January 1, 2018. The Company 
does not expect significant impact on its consolidated financial statements from the 
adoption of this new standard. 

IFRS 9 Financial Statements 
In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments, which 
reflects all phases of the financial instruments project and replaces IAS 39 Financial 
Instruments: Recognition and Measurement and all previous versions of IFRS 9. The 
standard introduces new requirements for classification and measurement, impairment 
and hedge accounting. IFRS 9 is effective for annual periods beginning on or after 
January 1, 2018, with early application permitted. The Company does not expect 
significant impact on its consolidated financial statements from the adoption of this 
new standard. 
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies 
(Continued)

New Standards, Interpretations and Amendments (Continued):

IFRS 15 Revenue from Contracts with Customers 
The standard replaces IAS 18 Revenue and IAS 11 Construction Contracts, and 
contains a single model that applies to contracts with customers and two approaches to 
recognizing revenue: at a point in time or over time. The model features a contract-
based five-step analysis of transactions to determine whether, how much and when 
revenue is recognized. New estimates and judgmental thresholds have been introduced, 
which may affect the amount and/or timing of revenue recognized. IFRS 15 is effective 
for annual periods beginning on January 1, 2018. The Company does not expect this 
standard to significantly impact revenue recognition in the future. 

IFRS 16 Leases 
The new standard will replace IAS 17 Leases (“IAS 17”) and eliminates the 
classification of leases as either operating or finance leases by the lessee. The treatment 
of leases by the lessee will require capitalization of all leases resulting in an accounting 
treatment similar to finance leases under IAS 17. The new standard will result in an 
increase in lease assets and liabilities for the lessee. Under the new standard, the 
treatment of all lease expense is aligned in the statement of earnings with depreciation, 
and an interest component recognized for each lease, in line with finance lease 
accounting under IAS 17. IFRS 16 will be applied retrospectively. Based on the 
Company’s current leasing arrangements, this standard is expected to have an effect on 
the financial reporting and the Company is currently assessing the implications of the 
new standard which will become effective to annual reporting periods beginning on or 
after January 1, 2019. 

Fair Value Measurements: 

Fair value has been determined for measurement and/or disclosure purposes based on 
the following methods. The Company characterizes fair value inputs using a hierarchy 
that prioritizes inputs depending on the degree to which they are observable. The levels 
of the fair value hierarchy are as follows: 

Level 1 inputs are quoted prices (unadjusted) in active markets for identical assets 
and liabilities that the Company has the ability to access at the measurement date. 

Level 2 inputs are inputs other than quoted prices included within Level 1 that are 
observable for the assets or liabilities, either directly or indirectly. 

Level 3 inputs are unobservable inputs for the assets or liabilities. 
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies 
(Continued)

Fair Value Measurements (Continued): 

The level in the fair value hierarchy within which a fair value measurement in its 
entirety falls is based on the lower level input that is significant to the fair value 
measurement in its entirety. 

The Company's financial instruments consist primarily of cash and accounts payable. 
The Company measures its cash at fair value and is classified within Level 1 as the 
valuation inputs are based on quoted prices in active markets for identical assets. The 
carrying amount of the other financial instruments approximates their fair value due to 
their short-term nature.  

There are no financial assets or liabilities classified as Level 2 or 3 at December 31, 
2017.

Financial and Capital Risk Management: 

The Company examines the various financial instruments and risks to which it is 
exposed and assesses the impact and likelihood of those risks. These risks include 
interest rate risk, liquidity risk, and credit risk. Where material, these risks are reviewed 
and monitored by the Board of Managers. 

The Board of Managers has overall responsibility for the determination of the 
Company’s risk management objectives and policies. The overall objective of the 
Board is to set policies that seek to reduce risk as far as possible without unduly 
affecting the Company’s competitiveness and flexibility. 

Market Risk 
Market risk is the risk that the fair value of future cash flows of a financial instrument 
will fluctuate because of changes in market prices. 

Interest Rate Risk 
Interest rate risk is the risk that future cash flows will fluctuate as a result of changes 
in market interest rates. The Company's interest rate risk is limited to potential changes 
on the cash held with financial institutions. As interest on these balances is negligible, 
the Company considers interest rate risk to be immaterial. 
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NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies 
(Continued)

Financial and Capital Risk Management (Continued): 

Liquidity Risk 
Liquidity risk is the risk that the Company will not be able to meet its financial 
obligations associated with financial liabilities. The Company manages liquidity risk 
through the management of its capital structure. The Company’s approach to managing 
liquidity is to ensure that it will have sufficient liquidity to settle obligations and 
liabilities when due. 

Credit Risk 
Credit risk is the risk of financial loss to the Company if a counterparty to a financial 
instrument fails to meet its contractual obligations. Financial instruments, which are 
potentially subject to credit risk for the Company, consist of cash. Cash is maintained 
with financial institutions of reputable credit and may be redeemed upon demand. The 
Company maintains two cash balance accounts at one financial institution in the United 
States which is insured up to $250,000 for each account by the Federal Deposit 
Insurance Corporation. From time to time, the Company’s balances may exceed this 
limit. As of December 31, 2017, there were no accounts above the insured limit. Credit 
risk exposure is limited through maintaining cash with high-credit quality financial 
institutions and management considers this risk to be minimal for all cash assets based 
on changes that are reasonably possible at each reporting date.  

NOTE 2 -  Intangibles 

The Company entered into agreements which provide rights to licenses owned by 
certain not-for-profit entities for which they have management agreements as disclosed 
in Note 5. 

Intangibles are recorded at cost and consist of the following: 

Estimated
     Useful Life  

  License rights $ 174,624 Term of license 

Amortization is provided on a straight-line basis over their estimated useful life. 
Amortization of the intangibles will commence when the licensees commence 
operations.
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NOTE 3 - Consolidation of Certain Entities 

As of December 31, 2017, The Company’s maximum exposure to losses in Verdant 
Medical, Inc. and Herbology Group, Inc. is limited to $989,053 representing the 
balance owed to the Company for providing direct and indirect financial support. The 
creditors of these entities do not have recourse to the credit of the Company.  

As of December 31, 2017, the carrying amount of Verdant and Herbology’s 
consolidated assets and liabilities included in the accompanying consolidated statement 
of financial position of the Company are as follows: 

Summarized financial information for Verdant and Herbology: 

Summarized condensed statement of financial position 
As of   December 31, 2017 

Current assets  $             282,500 

Non-current liabilities  $             989,053 
Net deficit    $           (706,553) 

NOTE 4 - Related Party Transactions 

Sea Hunter Holdings, LLC 
Sea Hunter Holdings, LLC, (“SHH”) advanced $4,739,994 to the Company. The loan 
is without interest and repayment terms. The loan has been classified as non-current as 
SHH has indicated it will not require repayment of the amounts advanced in the next 
twelve months. 

Key Management Compensation 
Key management personnel are those persons having the authority and responsibility 
for planning, directing and controlling activities of the entity, directly or indirectly. The 
key management personnel of the Company are the members of the Company’s 
executive management team and Board of Managers. Compensation provided to key 
management was $1,450,000 and is included in payroll and related benefits in the 
consolidated statement of operations for the period September 20, 2017 (inception) to 
December 31, 2017. 

NOTE 5 - Commitments and Contingencies 

The Company entered into a five-year lease agreement for its corporate office in August 
2017 with rent payments commencing in January 2018. Rent will increase annually by 
3% starting in the third lease year.
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For leases which provide for rent abatements and scheduled increases in the base rent, 
rent expense is charged to operations on the straight-line method over the term of the 
lease.  

The future minimum rental payments for each of the next five years and thereafter are: 

Year ending December 31  Amount 
2018 $      71,598   
2019       71,598 
2020       73,746 
2021       75,958 
2022 and thereafter       78,237 

Total $    371,137 

Rent expense amounted to $40,970 for the period September 20 (inception) to 
December 31, 2017 and related to leases paid on a month-to-month basis. 

The Company entered into a real estate purchase agreement on November 13, 2017 to 
purchase a property in Palm Bay, Florida. The total purchase price for the property is 
$775,000. A deposit of $10,000 was made on November 13, 2017, upon the execution 
of the purchase agreement. 

NOTE 7 - Risk and Uncertainties 

The Company operates in the rapidly growing U.S. regulated cannabis market. There 
is a high level of risk and uncertainty associated with regulatory conditions within this 
market. Such uncertainty is mitigated by the gradual path that the United States is 
taking to legalize cannabis through state-by-state reform initiatives. Due to the high 
level of risk and uncertainty associated with the regulatory conditions within the 
industry, it is at least reasonably possible that the Company can face material adverse 
effects if regulations are established to prohibit the cultivation and sale of cannabis 
products nationally or if the state-by-state reform initiatives allowing for the sale and 
cultivation of cannabis products do not pass or are reversed in the near term. 
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NOTE 8 - Subsequent Events 

On March 29, 2018, the Company entered into a new lease agreement for real estate 
located in West Palm Beach, Florida for a term of five-years. This property will serve 
as the Company’s corporate office. Monthly rental is expected to be $8,670. In 
conjunction with the Company entering into this lease it terminated the lease for 
corporate office space entered into in August 2017. 

The Company and its subsidiaries are engaged in advanced negotiations to acquire 
interests in related businesses in Maryland and Illinois.

The Company has entered into a letter of intent to merge with two US companies in 
complimentary businesses and roll that entity into a public Canadian company. Sea 
Hunter will own 41.1% of the outstanding shares. The Company has an agreement to 
make a short-term loan of $1.5 million to one of the companies if the proposed merger 
does not occur. 

On May 31, 2018, the Company completed the acquisition of (i) the existing debt of 
Ermont, Inc. a Massachusetts not-for-profit Registered Marijuana Dispensary and (ii) 
the existing Management Agreement with Zolly, LLC, to Cultivo LLC. SH Finance, a 
wholly-owned subsidiary, consolidated the debt and advances made on Ermont's behalf 
at closing into a $12.5 million Loan and Security Agreement bearing interest at the rate 
of 18% per annum. The total transaction cost was $15.0 million (inclusive of a $2.75 
million payment for the management agreement). Ermont has filed a priority 
registration for an Adult Use license.

On May 1, 2018, Sea Hunter Holdings, LLC contributed its interest in Alternative Care 
Resource Group, LLC to Cultivo LLC.  
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SANTÉ VERITAS HOLDINGS INC. Management Discussion and Analysis 

The following Management Discussion and Analysis (MD&A) should be read in conjunction with 
Santé Veritas Holdings Inc.’s (the Company) condensed interim consolidated financial 
statements and notes for the three and six months ended July 31, 2018 (“Q2FY19”). The Financial 
Statements, together with this MD&A, are intended to provide investors with a reasonable basis 
for assessing the financial performance of the Company as well as forward-looking statements 
relating to future performance. The financial statements are prepared in accordance with 
International Financial Reporting Standards (“IFRS”). 

This MD&A contains disclosure of material changes occurring up to and including September 28, 
2018. 

Forward-Looking Statements 

This MD&A contains certain information that may constitute “forward-looking information” and 
“forward-looking statements” (collectively, “forward-looking statements”) which are based upon 
the Company’s current internal expectations, estimates, projections, assumptions and beliefs. 
Such statements can be identified using forward-looking terminology such as "expect," “likely”, 
"may," "will," "should," "intend," or "anticipate", “potential”, “proposed”, “estimate” and other similar 
words, including negative and grammatical variations thereof, or statements that certain events 
or conditions “may” or “will” happen, or by discussions of strategy. Forward-looking statements 
include estimates, plans, expectations, opinions, forecasts, projections, targets, guidance, or 
other statements that are not statements of fact. The forward-looking statements included in this 
MD&A are made only as of the date of the Company’s financial statements for the quarter ended 
July 31, 2018. 

Forward-looking statements in this MD&A include, but are not limited to, statements with respect 
to: 

• licensing risks; 

• regulatory risks; 

• change in laws, regulations and guidelines; 

• market risks; 

• expansion of facility; 

• risks inherent in an agricultural business; 

• history of net losses; and 

• competition. 

Certain of the forward-looking statements and forward-looking information and other information 
contained herein concerning the medical cannabis industry and the general expectations of the 
Company concerning the medical cannabis industry and concerning the Company are based on 
estimates prepared by the Company using data from publicly available governmental sources as 
well as from market research and industry analysis and on assumptions based on data and 
knowledge of this industry which the Company believe to be reasonable. While the Company is 
not aware of any misstatement regarding any industry or government data presented herein, the 
medical cannabis industry involves risks and uncertainties that are subject to change based on 
various factors and the Company has not independently verified such third-party information. 
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Although the Company believes that the expectations reflected in such forward-looking 
statements are reasonable, it can give no assurance that such expectations will prove to have 
been correct. The Company’s forward-looking statements are expressly qualified in their entirety 
by this cautionary statement. But without limiting the foregoing, disclosure in this MD&A under 
“Overview of the Company’s Medical Cannabis Business” as well as statements regarding the 
Company’s objectives, plans and goals, including future operating results, economic performance 
and patient acquisition efforts may refer to or involve forward-looking statements. Many factors 
could cause actual events, performance or results to differ materially from what is projected in the 
forward-looking statements. See “Risk Factors” for further details. The purpose of forward-looking 
statements is to provide the reader with a description of management’s expectations, and such 
forward-looking statements may not be appropriate for any other purpose. You should not place 
undue reliance on forward-looking statements contained in this MD&A. The Company undertakes 
no obligation to update or revise any forward-looking statements, whether because of new 
information, future events or otherwise, except as required by applicable law. 
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Overview of Santé Veritas Holdings Inc.’s Cannabis Business 

Santé Veritas Holdings Inc. (“SVT”) business activities are focused on developing the emerging 
cannabis market with a specific focus on the wholesale sector of the cannabis market in Canada. 
At present, SVT is a late-stage applicant for a licence to cultivate and sell cannabis and become 
a Licensed Producer. 

On May 30, 2017, Health Canada issued a “confirmation of readiness” to SVT for the Cultivation 
Licence it had previously applied for under the ACMPR. SVT plans to become fully operational in 
the cultivation and sale of cannabis, subject to the following anticipated occurrences: (i) receipt 
by SVT of a Cultivation Licence from Health Canada permitting SVT to begin cultivation at the 
Powell River Facility (as hereinafter defined), anticipated in late 2018 upon successful attestation 
to Health Canada of the Powell River Facility; and (ii) receipt by SVT of a license to sell cannabis, 
anticipated in mid-late 2019 upon successful pre-sale inspection by Health Canada. 

The Cannabis Act received Royal Assent on June 21, 2018. If SVT is issued a cultivation and 
sales licence under the ACMPR to become a Licensed Producer before the Cannabis Act comes 
into force on October 17, 2018, SVT will cultivate and sell medical cannabis to other licensed 
producers until the Cannabis Act comes into force following which SVT will be permitted to 
cultivate and sell adult-use cannabis. 

SVT is currently constructing its cultivation facilities in Powell River, British Columbia, on a site 
that was formerly a paper mill (the “Powell River Facility”). SVT will begin cultivation of cannabis 
at the Powell River Facility upon receipt of its Cultivation License, expected by late 2018 (“Phase 
I”). Upon the successful completion and start-up of Phase I, SVT will begin construction of the 
second (“Phase II”) and third (“Phase III”) phases of the Powell River Facility which are expected 
to add approximately 100,000 square feet (“SF”) of additional productive capacity in addition to 
Phase I. Phase II and Phase III construction are currently contemplated to be ground up, purpose-
built modular facilities. Modular facilities deliver market-leading return on investment, are the most 
cost-efficient indoor growth model in the cannabis industry, offer turnkey functionality, deliver the 
largest pesticide-free yields in the industry, and represent minimal construction or retrofit time and 
cost. As a result, SVT believes it is uniquely positioned to produce large quantities of high quality, 
low cost cannabis. 

As a licensed producer, SVT would be one of a few cannabis companies focused primarily on the 
“business-to-business” (“B2B”) market, supplying bulk cannabis to other legal producers of 
cannabis thereby promoting stable revenue growth via termed sales contracts and reducing the 
risk of competition at the point of retail sales. 

Products 

SVT does not currently have any fully developed products or intellectual property. SVT’s research 
and development programs are in their early stages. 

SVT plans to enhance the value of its harvests by spending approximately 1% to 2% of revenues 
on in-house research and development initiatives focused on extracting oils from its crops for sale 
to other Licensed Producers of cannabis in 2019. SVT anticipates that extracting oils from its 
crops will further increase their value by differentiating its products by strains and features. 

Steps to Reach Commercial Production 

In order to reach commercial production, SVT needs to receive the Cultivation Licence, which 
management anticipates will occur in late 2018, complete the remaining portion of Phase I of the 
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Powell River Facility at an estimated cost of $1.3M, and incur approximately $4M of start-up costs 
in order to fund operations through to mid-2019.

Competitive Conditions 

On October 19, 2015, the Liberal Party of Canada (the “Liberal Party”) obtained a majority 
government in Canada. The Liberal Party committed to the legalization of recreational cannabis 
in Canada and on April 13, 2017, it introduced the first draft of Bill C-45 which proposed the 
enactment of the Cannabis Act to regulate the production, distribution and sale of cannabis for 
unqualified adult use. The Cannabis Act received Royal Assent on June 21, 2018 and is expected 
to come into force on October 17, 2018. The introduction of a recreational model for cannabis 
production and distribution may impact the medical cannabis market. The impact of this potential 
development may be negative for SVT and could result in increased levels of competition in its 
existing medical market and/or the entry of new competitors in the overall cannabis market in 
which SVT operates. 

There is potential that SVT will face intense competition from other companies, some of which 
can be expected to have longer operating histories, more financial resources and manufacturing 
and marketing experience than SVT. Increased competition by larger and better financed 
competitors could materially and adversely affect the business, financial condition and results of 
operations of SVT. 

The government has only issued to date a limited number of licenses under the ACMPR to 
produce and sell medical cannabis. There are, however, several hundred applicants for licenses. 
The number of licenses granted could have an impact on the operations of SVT. Because of the 
early stage of the industry in which SVT operates, SVT expects to face additional 
competition from new entrants. According to Health Canada, there were Licensed
Producers of cannabis as at , 2018 according to the “Authorized Licensed 
Producers of Cannabis for Medical Purposes” page on Health Canada’s website Licensed 
Producers. If the number of users of medical cannabis in Canada increases, the demand for 
products will increase and SVT expects that competition will become more intense, as current 
and future competitors begin to offer an increasing number of differentiated products. To 
remain competitive, SVT will require a continued level of investment in research and 
development, marketing, and sales. SVT may not have sufficient resources to maintain 
research and development, marketing, sales and client support efforts on a competitive basis 
which could materially and adversely affect the business, financial condition and results of 
operations of SVT. 

The principal aspects of competition between SVT and its competitors will be the price 
of cannabis, the yield obtained on cannabis crops, and the ability to develop and sell 
differentiated cannabis products. Since the price that SVT is able to obtain for its cannabis 
will be primarily dictated by the market, SVT plans to focus on achieving higher crop yields than 
its competitors by retaining a top cultivation team, incentivizing its cultivation team by 
implementing a bonus structure that is directly tied to yield results, ensuring that the proper 
strains of cannabis are being grown in the correct environments, and highly competitive 
energy costs. SVT also plans to set itself apart from its competitors by increasing the value 
of its crops by offering unique genetic strains. 

Specialized Skill and Knowledge 

Knowledge of aquaculture and hydroponic indoor cannabis grows are integral to SVT’s 
operations since SVT intends to leverage aquaculture and hydroponics to produce its products. 
SVT employs several key personnel with knowledge of aquaculture and hydroponic indoor 
cannabis grows, but in order to scale operations SVT will need to retain additional personnel 
with such knowledge. 
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Additionally, SVT will need to retain a director of operations and a director of production who have 
the requisite knowledge and skills to oversee operations and production at the Powell River 
Facility. As the knowledge required for these roles is highly specialized, it may be difficult for SVT 
to identify and retain the required personnel to successfully scale operations. Please see “Risk 
Factors” discussed at the end of this MD&A and in SVT’s CSE listing statement (the “Listing 
Statement”), available on SVT’s SEDAR profile at www.sedar.com and  

Components 

The main raw materials and components that will be used in the production of SVT’s products are 
cannabis seeds and clones, water, plant nutrients, and electricity. 

Water for SVT’s operations is obtained from the municipal water system in Powell River, British 
Columbia. The price of water is determined by the City of Powell River. 

Electricity for SVT’s operations will be delivered via an indirect interconnect and a wheeling 
agreement coordinated with Catalyst Paper and BC Hydro that will avail SVT of a competitive 
cost for power based on BC Hydro’s Large Customer Rate pursuant to Schedule 1823 of the 
British Columbia Hydro and Power Authority Electric Tariff. 

SVT intends to begin acquiring cannabis seeds and clones upon receipt of the Cultivation Licence, 
which management anticipates will be in late 2018. Once an order is placed, it takes six weeks 
for the cannabis seeds or clones to be delivered. SVT does not currently have a supply agreement 
in place with respect to cannabis seeds or clones but is considering several supply strategies 
including ordering directly from other LPs. There is a risk that SVT may not be able to obtain 
cannabis seeds and clones on schedule, which could result in a delay in start-up or operations.  

Environmental 

SVT does not anticipate that environmental protection requirements will have a material financial 
or operational effect on SVT’s capital expenditures, earnings, and competitive position in the 
current financial year or in future years. 

Employees 

As of the date of this Information Circular, SVT has two employees located at the Toronto, Ontario 
headquarters and has six employees located at the Powell River Facility. 

Contracts 

SVT’s business is substantially dependent on the Lease Agreement and the Memorandum of 
Understanding between SVT and the City of Powell River dated November 21, 2013 which 
provides the foundation for the Lease Agreement. 

Highlights from Q1FY19 and Q2FY19 

The net loss for the three and six months ended July 31, 2018 was 2,032,978 and $5,289,463 
respectively, compared to $360,319 and $512,171 net loss in the same period of 2017.  

Reverse Takeover of Santé Veritas Holdings Inc. (formerly Marchwell Ventures Inc.) by 
Santé Veritas Therapeutics Inc. 

On April 24, 2018, SVT completed a reverse takeover (RTO) of Marchwell Ventures Ltd. (renamed 
Santé Veritas Holdings Inc.) to gain a listing on the Canadian Securities Exchange (CSE) by 
becoming a wholly-owned subsidiary of Santé Veritas Holdings Inc. (formerly Marchwell).  The 
shares of Santé Veritas Holdings Inc. began trading on the CSE on May 10, 2018. 
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Business Combination with Baker Technologies Inc., Briteside Holdings LLC, Sea Hunter 
Holdings LLC and Santé Veritas Holdings Inc. in TILT Holdings Inc. 

On July 9, 2018, the Company executed a business combination agreement to merge with three 
US companies in complimentary businesses to form one of the industry’s most comprehensive 
platforms in the cannabis space. The new company will operate under the name TILT Holdings, 
LLC (“TILT”) and will be listed on the Canadian Securities Exchange (“CSE”). Following 
completion of the business combination, the Company will own 15% of the outstanding shares of 
TILT. The business combination will be carried out by way of a court approved plan of 
arrangement and will require approval of: (i) at least two-thirds of the votes cast by shareholders 
of TILT (which at such time will be the shareholders of the 3 US companies); and (ii) at least two 
thirds of the votes cast by the shareholders of the Company. The combination is subject to 
regulatory approval, including the approval of the CSE, and the acceptance of the listing of TILT’s 
common shares on the CSE. To date, the Company has received conditional approval from the 
CSE.  
 
Results of Operations 

Three Months Ended July 31, 2018 vs. Three Months Ended July 31, 2017 

The net loss for the quarter ended July 31, 2018 was $2,032,978 compared to $360,319 net loss 
in the same period of 2017; an increase in the net loss of $1,672,659. The increase in loss for the 
three months ended July 31, 2018 was mainly due to:  

For the quarter ended July 31, 2018, SVT incurred: 

 Capital Costs of $1,774,127 for ongoing renovation and construction of Phase 1 of the 
SVT’s Powell River Facility.  All such costs have been capitalized as Leasehold 
Improvements, Cultivation Equipment or Security Equipment (Financial Statement Note 
8). To date, no amortization and/or depreciation has been taken on  construction-related 
assets. 

 Construction Expenses of $372,606 for salaries, wages & consulting fees, legal and 
accounting fees, rent and utilities, office expenses, repairs and maintenance, travel and 
insurance from $161,456 in the same period of 2017.  

 Financing and Investing Expenses of $1,132,283 for, legal and audit fees, consulting fees, 
reverse takeover listing fees, share based compensation and offices expenses from 
$150,719 in the same period of 2017.  

 General and Administrative expenses of $547,055 for salaries, wages & consulting fees, 
executive equity based compensation, legal and accounting fees, offices expenses, listing 
expenses and rent from $51,792 in the same period of 2017. 

 Operating Expenses total $2,051,944 from $363,967 in the same period of 2017. 

For the quarter ended July 31, 2018, SVT earned interest income of $18,966 on temporary surplus 
cash from the proceeds of its private placements, which are invested in a term deposit from $3,648 
in the same period of 2017. 

As a result, for the quarter ended July 31, 2018, the Company incurred a Net Loss and 
Comprehensive Loss of $2,032,978 from $360,319 in the same period of 2017. 

Six Months Ended July 31, 2018 vs. Six Months Ended July 31, 2017 
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The net loss for the quarter ended July 31, 2018 was $5,289,463 compared to $512,171 net loss 
in the same period of 2017, an increase in the net loss of $4,777,292. The increase in loss for the 
quarter ended July 31, 2018 was mainly due to:  

For the quarter ended July 31, 2018, SVT incurred: 

 Capital Costs of $4,575,682 for ongoing renovation and construction of Phase 1 of the 
SVT’s Powell River Facility.  All such costs have been capitalized as Leasehold 
Improvements, Cultivation Equipment or Security Equipment (Financial Statement Note 
8). To date, no amortization and/or depreciation has been taken on  construction-related 
assets. 

 Construction Expenses of $804,733 for salaries, wages & consulting fees, legal and 
accounting fees, rent and utilities, office expenses, repairs and maintenance, travel and 
insurance from $253,918 in the same period of 2017.  

 Financing and Investing Expenses of $3,494,383 for, legal and audit fees, consulting fees, 
reverse takeover listing fees, share based compensation and offices expenses from 
$205,719 in the same period of 2017.  

 General and Administrative expenses of $1,039,435 for salaries, wages & consulting fees, 
executive equity based compensation, legal and accounting fees, offices expenses, listing 
expenses and rent from $56,244 in the same period of 2017. 

 Operating Expenses total $5,338,551 from $515,881 in the same period of 2017. 

For the quarter ended July 31, 2018, SVT earned interest income of $49,088 on temporary surplus 
cash from the proceeds of its private placements, which are invested in a term deposit from $3,710 
the same period of 2017. 

As a result, for the quarter ended July 31, 2018, the Company incurred a Net Loss and 
Comprehensive Loss of $5,289,463 from $512,171 in the same period of 2017. 
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Summary of Quarterly Results   

 Three Months 
Quarter Ended July 
31, 2018 (Unaudited) 

($) 

Net loss (2,032,978) 

Basic and diluted net loss per share (0.01) 

Total assets 17,097,700 

Total liabilities 1,455,084 

Working capital  2,929,519 

 

 Six Months Quarter 
Ended July 31, 2018 

(Unaudited) 

($) 

Net loss (5,289,463) 

Basic and diluted net loss per share (0.02) 

Total assets 17,097,700 

Total liabilities 1,455,084 

Working capital  2,929,519 

 
Liquidity  

At January 31, 2018, the Company had cash, short term investment and funds in trust of 
$11,875,310. 
 
Cash Flows 

For the quarter ended July 31, 2018, cash was provided by (used in): 

 Investing activities - $3,376,657 from ($6,014,139) in the same period of 2017 

 Operating activities - ($4,992,641) from ($179,019) in the same period of 2017 

 Financing activities - $125,000 from $5,788,000 in the same period of 2017 

 Net decrease in cash – ($1,490,984) from ($405,158) in the same period of 2017  

At July 31, 2018, the Company had cash, short term investment and funds in trust of $2,549,578. 

Capital Resources 
 
The Company closely monitors and manages its capital resources to assess the liquidity required 
to fund fixed asset capital expenditures and operations. 

As at July 31, 2018, the Company had cash, short term investment and funds in trust of 
$2,549,578 and total liabilities of $1,455,084. 
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As at July 31, 2018, the Company had working capital of $2,929,519 compared to working capital 
of $10,425,289 as at January 31, 2018. The change in working capital reflects a lower balance of 
cash.  

Barring unforeseen delays and/or complications, current cash resources are sufficient to complete 
the cultivation licensing process and commencement of cultivation operations.  

Related-Party Transactions 

For the three months ended July 31, 2018, aggregate compensation and payment for services to 
key management personnel: 

Related Party Transactions Q2FY19 

($) 

Q2FY18 

($) 

Salaries and wages/consulting fees 252,764 30,000 

Shares issued for services and as compensation 158,721 122,187 

Warrants and options vested for services and as compensation 31,083 - 

Total  442,568 152,187 

 

For the six months ended July 31, 2018, aggregate compensation and payment for services to 
key management personnel: 

Related Party Transactions Q2FY19 

($) 

Q2FY18 

($) 

Salaries and wages/consulting fees 589,175 105,000 

Shares issued for services and as compensation 177,471 122,187 

Warrants and options vested for services and as compensation 72,523 - 

Total  839,169 227,187 

 

Financial Instruments 

The fair value of financial instruments is the amount of consideration that would be agreed upon 
in an arm’s length transaction between knowledgeable, willing parties who are under no 
compulsion to act. Fair values are determined by reference to quoted market prices, as 
appropriate, in the most advantageous market for that instrument to which the Company has 
immediate access. Where quoted market prices are not available, the Company uses the closing 
price of the most recent transaction for that instrument. In the absence of an active market, fair 
values are determined based on prevailing market rates for instruments with similar 
characteristics. The fair value of current financial instruments approximates their carrying values 
as long as they are short term in nature or bear interest at market rates.  

The Company’s financial instruments include cash, short term investment, funds held in trust, 
accounts payable and accrued liabilities and due to related parties. The risks associated with 
these financial instruments and the policies on how to mitigate these risks are set out below. 
Management manages and monitors these exposures to ensure appropriate measures are 
implemented on a timely and effective manner. 
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Capital Management 

The Company manages its capital to maintain its ability to continue as a going concern and to 
provide returns to shareholders and benefits to other stakeholders. The capital structure of the 
Company consists of equity comprised of issued share capital and accumulated deficits. The 
Company manages and adjusts its capital structure responding to and anticipating economic 
circumstances and conditions. The Company, upon approval from its Board of Directors, will 
balance its overall capital structure through new share issues or by undertaking other activities 
as deemed appropriate under specific circumstances. The Company is not subject to any 
externally imposed capital requirements and the Company’s overall strategy with respect to 
capital risk management remains unchanged. 

Risks and Uncertainties 

The following specific factors could materially adversely affect the Company and should be 
considered when deciding whether to make an investment in the Company and the Common 
Shares. Some of the following factors are interrelated and, consequently, investors should treat 
such risk factors. These risks and uncertainties are not the only ones that could affect the 
Company or the Common Shares and additional risks and uncertainties not currently known to 
the Company, or that it currently deems to be immaterial, may also impair the business, financial 
condition and results of operations of the Company and/or the value of the Common Shares. If 
any of the following risks or other risks occur, they could have a material adverse effect on the 
Company’s business, financial condition and results of operations and/or the value of the 
Common Shares. There is no assurance that any risk management steps taken by the Company 
will avoid future loss due to the occurrence of the risks described below or other unforeseen 
risks. 

Risks generally related to the Company 

The Company is a development stage company with no operating history, a history of losses and 
the Company cannot assure profitability. 

The Company has been incurring operating losses since the inception, as it attempts to create an 
infrastructure to capitalize on the opportunity for value creation that is emerging from the relaxing 
of prohibitions on the cannabis industry in Canada. The Company’s lack of operating history 
makes it difficult for investors to evaluate the Company’s prospects for success. Prospective 
investors should consider the risks and difficulties the Company might encounter, especially given 
the Company’s lack of an operating history, as there is no assurance that the Company will be 
successful and the likelihood of success must be considered in light of its relatively early stage of 
operations. 

As the Company has yet to begin generating operating revenue, it is extremely difficult to make 
accurate predictions and forecasts of its finances. This is compounded by the fact that the 
Company intends to operate in the cannabis industry, which is rapidly transforming. There is no 
guarantee that the Company’s products or services will be attractive to potential consumers. 

Uncertainty about the Company’s ability to continue as a going concern. 

The Company is in the development stage and is currently seeking additional capital, mergers, 
acquisitions, joint ventures, partnerships and other business arrangements to expand its product 
offerings in the medical cannabis industry and grow its revenue. The Company’s ability to continue 
as a going concern is dependent upon its ability in the future to grow its revenue and achieve 
profitable operations and, in the meantime, to obtain the necessary financing to meet its 
obligations and repay its liabilities when they become due. External financing, predominantly by 
the issuance of equity, will be sought to finance the operations of the Company; however, there 
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can be no certainty that such funds will be available at terms acceptable to the Company. These 
conditions indicate the existence of material uncertainties that may cast significant doubt about 
the Company’s ability to continue as a going concern. 

The Company’s actual financial position and results of operations may differ materially 
from the expectations of the Company’s management. 

The Company’s actual financial position and results of operations may differ materially from 
management’s expectations. The Company has experienced some changes in its operating plans 
and certain delays in its plans. As a result, the Company’s revenue, net income and cash flow 
may differ materially from the Company’s projected revenue, net income and cash flow. The 
process for estimating the Company’s revenue, net income and cash flow requires the use of 
judgment in determining the appropriate assumptions and estimates. These estimates and 
assumptions may be revised as additional information becomes available and as additional 
analyses are performed. In addition, the assumptions used in planning may not prove to be 
accurate, and other factors may affect the Company’s financial condition or results of operations. 

The Company expects to incur significant ongoing costs and obligations related to its 
investment in infrastructure, growth, regulatory compliance and operations. 

The Company expects to incur significant ongoing costs and obligations related to its investment 
in infrastructure and growth and for regulatory compliance, which could have a material adverse 
impact on the Company’s results of operations, financial condition and cash flows. In addition, 
future changes in regulations, more vigorous enforcement thereof or other unanticipated events 
could require extensive changes to the Company’s operations, increased compliance costs or 
give rise to material liabilities, which could have a material adverse effect on the business, results 
of operations and financial condition of the Company. Our efforts to grow our business may be 
costlier than we expect, and we may not be able to increase our revenue enough to offset our 
higher operating expenses. We may incur significant losses in the future for a number of reasons, 
including the other risks described in this prospectus, and unforeseen expenses, difficulties, 
complications and delays, and other unknown events. If we are unable to achieve and sustain 
profitability, the market price of our Common Shares may significantly decrease. 

There are factors which may prevent the Company from the realization of growth targets. 

The Company is currently in the expansion from early development stage. The Company’s growth 
strategy contemplates building the New Brunswick facilities and expanding the existing Powell 
River Facility. There is a risk that these additional resources will not be achieved on time, on 
budget, or at all, as they can be adversely affected by a variety of factors, including some that are 
discussed elsewhere in these “Risk Factors” and the following: 

• delays in obtaining, or conditions imposed by, regulatory approvals; 

• facility design errors; 

• environmental pollution; non-performance by third party contractors; increases in 
materials or labour costs; construction performance falling below expected levels of output 
or efficiency; 

• breakdown, aging or failure of equipment or processes; 

• contractor or operator errors; 

• operational inefficiencies; 
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• labour disputes, disruptions or declines in productivity; inability to attract sufficient 
numbers of qualified workers; disruption in the supply of energy and utilities; and 

• major incidents and/or catastrophic events such as fires, explosions or storms. The 
Company is reliant on cultivation licenses to produce medical cannabis products in 
Canada. 

The Company’s ability to grow, store and sell cannabis and cannabis oil in Canada is dependent 
on securing the appropriate licenses with Health Canada. Failure to comply with the requirements 
of any license application or failure to obtain the appropriate licenses with Health Canada would 
have a material adverse impact on the future business, financial condition and operating results 
of the Company. There can be no guarantees that Health Canada will issue the required licenses. 

The Company is subject to changes in Canadian laws, regulations and guidelines which 
could adversely affect the Company’s future business, financial condition and results of 
operations. 

The Company’s operations will be subject to various laws, regulations and guidelines relating to 
the manufacturing, management, packaging/labelling, advertising, sale, transportation, storage 
and disposal of medical cannabis but also including laws and regulations relating to drugs, 
controlled substances, health and safety, the conduct of operations and the protection of the 
environment. Changes to such laws, regulations and guidelines due to matters beyond the control 
of the Company may cause adverse effects to its operations. The Company endeavours to comply 
with all relevant laws, regulations and guidelines. To the best of the Company’s knowledge, the 
Company is in compliance or in the process of being assessed for compliance with all such laws, 
regulations and guidelines as described elsewhere in this prospectus. 

On June 30, 2016, the Canadian Federal Government established the Task Force to seek input 
on the design of a new system to legalize, strictly regulate and restrict access to adult cannabis. 
On December 13, 2016, the Task Force completed its review and published a report outlining its 
recommendations. On April 13, 2017, the Canadian Federal Government introduced Bill C-45, 
which proposes the enactment of the Cannabis Act, to regulate the production, distribution and 
sale of cannabis for adult use, with a target implementation date of July 1, 2018. However, it is 
unknown if this regulatory change will be implemented at all. Several recommendations from the 
Task Force reflected in the Cannabis Act including, but not limited to, permitting home cultivation, 
potentially easing barriers to entry into a Canadian adult cannabis market and restrictions on 
advertising and branding, could materially and adversely affect the future business, financial 
condition and results of operations of the Company. Their advice will be considered by the 
Government of Canada as a new framework for adult cannabis is developed and it is possible 
that such developments could significantly adversely affect the future business, financial condition 
and results of operations of the Company. 

The Company is subject to uncertainty regarding legal and regulatory status and changes. 

Achievement of the Company’s business objectives is also contingent, in part, upon compliance 
with other regulatory requirements enacted by governmental authorities and obtaining other 
required regulatory approvals. The regulatory regime applicable to the cannabis business in 
Canada is currently undergoing significant proposed changes and the Company cannot predict 
the impact of the regime on its business once the structure of the regime is finalized. Similarly, 
the Company cannot predict the timeline required to secure all appropriate regulatory approvals 
for its products, or the extent of testing and documentation that may be required by governmental 
authorities. Any delays in obtaining, or failing to obtain, required regulatory approvals may 
significantly delay or impact the development of markets, products and sales initiatives and could 
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have a material adverse effect on the business, results of operations and financial condition of 
the Company. The Company will incur ongoing costs and obligations related to regulatory 
compliance. Failure to comply with regulations may result in additional costs for corrective 
measures, penalties or in restrictions on the Company’s operations. In addition, changes in 
regulations, more vigorous enforcement thereof or other unanticipated events could require 
extensive changes to the Company’s operations, increased compliance costs or give rise to 
material liabilities, which could have a material adverse effect on the business, results of 
operations and financial condition of the Company. 

The Company may become involved in regulatory or agency proceedings, investigations 
and audits. 

The Company’s business requires compliance with many laws and regulations. Failure to comply 
with these laws and regulations could subject the Company to regulatory or agency proceedings 
or investigations and could also lead to damage awards, fines and penalties. The Company may 
become involved in many government or agency proceedings, investigations and audits. The 
outcome of any regulatory or agency proceedings, investigations, audits, and other contingencies 
could harm the Company’s reputation, require the Company to take, or refrain from taking, actions 
that could harm its operations or require the Company to pay substantial amounts of money, 
harming its financial condition. There can be no assurance that any pending or future regulatory 
or agency proceedings, investigations and audits will not result in substantial costs or a diversion 
of management’s attention and resources or have a material adverse impact on the Company’s 
business, financial condition and results of operation. 

The Company’s business plan involves a number of strategic partnerships. If these 
partnerships do not materialize, the Company may be unable to sell its products. 

The Company currently has, and may in the future, enter strategic alliances with third parties that 
the Company believes will complement or augment its existing business. The Company’s ability 
to complete strategic alliances is dependent upon, and may be limited by, the availability of 
suitable candidates and capital. In addition, strategic alliances could present unforeseen 
integration obstacles or costs, may not enhance our business, and may involve risks that could 
adversely affect the Company, including significant amounts of management time that may be 
diverted from operations to pursue and complete such transactions or maintain such strategic 
alliances. Future strategic alliances could result in the incurrence of additional debt, costs and 
contingent liabilities, and there can be no assurance that future strategic alliances will achieve, or 
that the Company’s existing strategic alliances will continue to achieve, the expected benefits to 
the Company’s business or that the Company will be able to consummate future strategic 
alliances on satisfactory terms, or at all. Any of the foregoing could have a material adverse effect 
on the Company’s business, financial condition and results of operations. 

The Company may not be able to successfully identify and execute future acquisitions or 
dispositions, or to successfully manage the impacts of such transactions on its 
operations. 

Although there is no present intention to undertake any of the following transactions, material 
acquisitions, dispositions and other strategic transactions involve a number of risks, including: (i) 
potential disruption of the Company’s ongoing business; (ii) distraction of management; (iii) the 
Company may become more financially leveraged; (iv) the anticipated benefits and cost savings 
of those transactions may not be realized fully or at all or may take longer to realize than expected; 
(v) increasing the scope and complexity of the Company’s operations, and (vi) loss or reduction 
of control over certain of the Company’s assets. 
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The presence of one or more material liabilities of an acquired company that are unknown to the 
Company at the time of acquisition could have a material adverse effect on the results of 
operations, business prospects and financial condition of the Company. A strategic transaction 
may result in a significant change the Company’s business, operations and strategy. In addition, 
the Company may encounter unforeseen obstacles or costs in implementing a strategic 
transaction or integrating any acquired business into the Company’s operations. 

The Company may not be able to develop its products, which could prevent it from ever 
becoming profitable. 

If the Company cannot successfully develop, manufacture and distribute its products, or if the 
Company experiences difficulties in the development process, such as capacity constraints, 
quality control problems or other disruptions, the Company may not be able to develop market-
ready commercial products at acceptable costs, which would adversely affect the Company’s 
ability to effectively enter the market. A failure by the Company to achieve a low-cost structure 
through economies of scale or improvements in cultivation and manufacturing processes would 
have a material adverse effect on the Company’s commercialization plans and the Company’s 
business, prospects, results of operations and financial condition. 

The Company’s officers and directors control a large percentage of the Company’s issued 
and outstanding Common Shares and such officers and directors may have the ability to 
control matters affecting the Company and its business. 

The officers and directors of the Company currently own approximately 26.5% of the issued and 
outstanding Common Shares. The Company’s shareholders nominate and elect the Board of 
Directors, which generally can control the acquisition or disposition of the Company’s assets, and 
the future issuance of its Common Shares or other securities. Accordingly, for any matters with 
respect to which a majority vote of the Common Shares may be required by law, the Company’s 
directors and officers may have the ability to control such matters. Because the directors and 
officers control a substantial portion of such Common Shares, investors may find it difficult or 
impossible to replace the Company’s directors if they disagree with the way the Company’s 
business is being operated. 

There is no assurance that the Company will turn a profit or generate immediate revenues. 

There is no assurance as to whether the Company will be profitable, earn revenues, or pay 
dividends. The Company has incurred and anticipates that it will continue to incur substantial 
expenses relating to the development and initial operations of its business. 

The payment and amount of any future dividends will depend upon, among other things, the 
Company’s results of operations, cash flow, financial condition, and operating and capital 
requirements. There is no assurance that future dividends will be paid, and, if dividends are paid, 
there is no assurance with respect to the amount of any such dividends. 

The Company may not be able to effectively manage its growth and operations, which 
could materially and adversely affect its business. 

If the Company implements it business plan as intended, it may in the future experience rapid 
growth and development in a relatively short period of time. The management of this growth will 
require, among other things, continued development of the Company’s financial and management 
controls and management information systems, stringent control of costs, the ability to attract and 
retain qualified management personnel and the training of new personnel. The Company intends 
to utilize outsourced resources, and hire additional personnel, to manage its expected growth and 
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expansion. Failure to successfully manage its possible growth and development could have a 
material adverse effect on the Company’s business and the value of the Common Shares. 

The Company may be subject to risks related to the protection and enforcement of its 
intellectual property rights, and may become subject to allegations that the Company is in 
violation of intellectual property rights of third parties. 

The ownership and protection of our intellectual property rights is a significant aspect of the 
Company’s future success. Currently we rely on trade secrets, technical know-how and 
proprietary information that are not protected by patents to maintain our competitive position. We 
try to protect such intellectual property by entering into confidentiality agreements with parties that 
have access to it, such as our partners, collaborators, employees and consultants. Any of these 
parties may breach these agreements and we may not have adequate remedies for any specific 
breach. In addition, our trade secrets and technical know-how, which are not protected by patents, 
may otherwise become known to or be independently developed by competitors, in which event 
our business, financial condition and results of operations could be materially adversely affected. 

Unauthorized parties may attempt to replicate or otherwise obtain and use the Company’s 
products, trade secrets, technical know-how and proprietary information. Policing the 
unauthorized use of the Company’s current or future intellectual property rights could be difficult, 
expensive, time-consuming and unpredictable, as may be enforcing these rights against 
unauthorized use by others. Identifying unauthorized use of intellectual property rights is difficult 
as the Company may be unable to effectively monitor and evaluate the products being distributed 
by its competitors, including parties such as unlicensed dispensaries, and the processes used to 
produce such products. In addition, in any infringement proceeding, some or all of the Company’s 
current or future trademarks, patents or other intellectual property rights or other proprietary know-
how, or arrangements or agreements seeking to protect the same for the benefit of the Company, 
may be found invalid, unenforceable, anti-competitive or not infringed. An adverse result in any 
litigation or defence proceedings could put one or more of the Company’s current or future 
trademarks, patents or other intellectual property rights at risk of being invalidated or interpreted 
narrowly and could put existing intellectual property applications at risk of not being issued. Any 
or all of these events could materially and adversely affect the business, financial condition and 
results of operations of the Company. 

In addition, other parties may claim that the Company’s products infringe on their proprietary and 
perhaps patent protected rights. Such claims, if meritorious, may result in the expenditure of 
significant financial and managerial resources, legal fees, result in injunctions, temporary 
restraining orders and/or require the payment of damages. As well, the Company may need to 
obtain licenses from third parties who allege that the Company has infringed on their lawful rights. 
However, such licenses may not be available on terms acceptable to the Company or at all. In 
addition, the Company may not be able to obtain or utilize on terms that are favourable to it, or at 
all, licenses or other rights with respect to intellectual property that it does not own. 

The Company may be forced to litigate to defend its intellectual property rights, or to 
defend against claims by third parties against the Company relating to intellectual property 
rights. 

The Company may be forced to litigate to enforce or defend its intellectual property rights, to 
protect its trade secrets or to determine the validity and scope of other parties’ proprietary rights. 
Any such litigation could be very costly and could distract its management from focusing on 
operating the Company’s business. The existence and/or outcome of any such litigation could 
harm the Company’s business. Further, because the content of much of the Company’s 
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intellectual property concerns cannabis and other activities that are not legal in some jurisdictions, 
the Company may face additional difficulties in defending its intellectual property rights. 

The Company may become subject to litigation, including for possible product liability 
claims, which may have a material adverse effect on the Company’s reputation, business, 
results from operations, and financial condition. 

The Company may be named as a defendant in a lawsuit or regulatory action. The Company may 
also incur uninsured losses for liabilities which arise in the ordinary course of business, or which 
are unforeseen, including, but not limited to, employment liability and business loss claims. Any 
such losses could have a material adverse effect on the Company’s business, results of 
operations, sales, cash flow or financial condition. 

Further, the administration of medical substances to humans can result in product liability claims 
by consumers. Product liability claims can be expensive, difficult to defend and may result in large 
judgments or settlements against the Company. The Company may not be able to obtain or 
maintain adequate insurance or other protection against potential liabilities arising from product 
sales. Product liability claims could also result in negative perception of the Company’s products 
or other reputational damage which could have a material adverse effect on the Company’s 
business, results of operations, sales, cash flow or financial condition. 

The Company’s operations are subject to environmental regulation in the various 
jurisdictions in which it operates. 

These regulations mandate, among other things, the maintenance of air and water quality 
standards and land reclamation. They also set forth limitations on the generation, transportation, 
storage and disposal of solid and hazardous waste. Environmental legislation is evolving in a 
manner which will require stricter standards and enforcement, increased fines and penalties for 
non-compliance, more stringent environmental assessments of proposed projects and a 
heightened degree of responsibility for companies and their officers, directors and employees. 
There is no assurance that future changes in environmental regulation, if any, will not adversely 
affect the Company’s operations. 

Government environmental approvals and permits are currently, and may in the future be required 
in connection with the Company’s operations. To the extent such approvals are required and not 
obtained, the Company may be curtailed or prohibited from its proposed business activities or 
from proceeding with the development of its operations as currently proposed. 

Failure to comply with applicable environmental laws, regulations and permitting requirements 
may result in enforcement actions thereunder, including orders issued by regulatory or judicial 
authorities causing operations to cease or be curtailed, and may include corrective measures 
requiring capital expenditures, installation of additional equipment, or remedial actions. The 
Company may be required to compensate those suffering loss or damage due to its operations 
and may have civil or criminal fines or penalties imposed for violations of applicable laws or 
regulations. 

The Company faces competition from other companies where it will conduct business that 
may have higher capitalization, more experienced management or may be more mature as 
a business. 

The Company does and expects to continue to face intense competition from other Licensed 
Producers and companies, some of which can be expected to have longer operating histories and 
more financial resources, manufacturing and marketing experience than the Company. In 
addition, there is potential that the medical cannabis industry will undergo consolidation, creating 



- 17 - 

 

 

larger companies with financial resources, manufacturing and marketing capabilities, and product 
offerings that are greater than those of the Company. As a result of this competition, the Company 
may be unable to maintain its operations or develop them as currently proposed on terms it 
considers acceptable or at all. Increased competition by larger, better-financed competitors with 
geographic advantages could materially and adversely affect the Company’s business, financial 
condition and results of operations. 

The number of licences granted and the number of Licensed Producers ultimately authorized by 
Health Canada could also have an impact on the operations of the Company. The Company 
expects to face additional competition from new market entrants that are granted licences under 
the ACMPR or existing licence holders which are not yet active in the industry. If a significant 
number of new licences are granted by Health Canada in the near term, the Company may 
experience increased competition for market share and may experience downward price pressure 
on its products as new entrants increase production. The Company also faces competition from 
illegal dispensaries and the black market that are unlicensed and unregulated, and that are selling 
cannabis and cannabis products, including products with higher concentrations of active 
ingredients, and using delivery methods, including edibles and extract vaporizers, that the 
Company is prohibited from offering to individuals as they are not currently permitted by the 
ACMPR. Any inability or unwillingness of law enforcement authorities to enforce existing laws 
prohibiting the unlicensed cultivation and sale of cannabis and cannabis-based products could 
result in the perpetuation of the black market for cannabis and/or have a material adverse effect 
on the perception of cannabis use. Any or all these events could have a material adverse effect 
on the Company’s business, financial condition and results of operations. 

If the number of users of cannabis for medical purposes in Canada increases, the demand for 
products will increase and the Company expects that competition will become more intense, as 
current and future competitors begin to offer an increasing number of diversified products. To 
remain competitive, the Company will require a continued high level of investment in R&D, sales 
and patient support. The Company may not have sufficient resources to maintain R&D, sales and 
patient support efforts on a competitive basis which could have a material adverse effect on the 
Company’s business, financial condition and results of operations. 

Furthermore, several recommendations of the Task Force on Cannabis Legalization and 
Regulation including, but not limited to, permitting home cultivation and potentially easing barriers 
to entry into a Canadian recreational cannabis market, could materially and adversely affect the 
business, financial condition and results of operations of the Company. There is potential that the 
Company will face intense competition from other companies, some of which can be expected to 
have longer operating histories and more financial resources, manufacturing and marketing 
experience than the Company. Increased competition by larger and better financed competitors 
could materially and adversely affect the business, financial condition and results of operations of 
the Company. 

As well, the legal landscape for medical and recreational cannabis is changing internationally. 
More countries have passed laws that allow for the production and distribution of cannabis for 
medical purposes in some form or another. Increased international competition and limitations 
placed on the Company by Canadian regulations might lower the demand for the Company’s 
products on a global scale. 

If the Company is unable to attract and retain key personnel, it may not be able to compete 
effectively in the cannabis market. 

The Company’s success has depended and continues to depend upon its ability to attract and 
retain key management, including the Company’s acting CEO, technical experts and sales 



- 18 - 

 

 

personnel. The Company will attempt to enhance its management and technical expertise by 
continuing to recruit qualified individuals who possess desired skills and experience in certain 
targeted areas. The Company’s inability to retain employees and attract and retain sufficient 
additional employees or engineering and technical support resources could have a material 
adverse effect on the Company’s business, results of operations, sales, cash flow or financial 
condition. Shortages in qualified personnel or the loss of key personnel could adversely affect the 
financial condition of the Company, results of operations of the business and could limit the 
Company’s ability to develop and market its cannabis-related products. The loss of any of the 
Company’s senior management or key employees could materially adversely affect the 
Company’s ability to execute our business plan and strategy, and the Company may not be able 
to find adequate replacements on a timely basis, or at all. The Company does not maintain key 
person life insurance policies on any of our employees. 

There is no assurance that the Company will obtain and retain any relevant licenses. 

Further, the Company’s ability to grow, store and sell cannabis in Canada is dependent on the 
ability of the Company to obtain a license to do so from Health Canada. The Company does not 
currently hold a license from Health Canada and there can be no assurance that the Company 
will receive such a license in a timely manner, or at all. The licenses, once issued, are subject to 
ongoing compliance and reporting requirements. Failure to comply with the requirements would 
have a material adverse impact on the business, financial condition and operating results of the 
Company. 

The size of the Company’s target market is difficult to quantify and investors will be reliant 
on their own estimates on the accuracy of market data. 

Because the cannabis industry is in a nascent stage with uncertain boundaries, there is a lack of 
information about comparable companies available for potential investors to review in deciding 
about whether to invest in the Company and, few, if any, established companies whose business 
model the Company can follow or upon whose success the Company can build. Accordingly, 
investors will have to rely on their own estimates in deciding about whether to invest in the 
Company. There can be no assurance that the Company’s estimates are accurate or that the 
market size is sufficiently large for its business to grow as projected, which may negatively impact 
its financial results. The Company regularly purchases and follows market research. 

The Company may not be able to develop and maintain lasting relationships with 
consumers. 

The Company’s success depends on its ability to attract and retain customers. There are many 
factors which could impact the Company’s ability to attract and retain consumers, including but 
not limited to the Company’s brand awareness, its ability to continually produce desirable and 
effective cannabis products, the successful implementation of the Company’s consumer-
acquisition plan and the continued growth in the aggregate number of consumers purchasing 
cannabis products. The Company’s failure to acquire and retain consumers could have a material 
adverse effect on the Company’s business, financial condition and results of operations. 

The Company’s industry is experiencing rapid growth and consolidation that may cause 
the Company to lose key relationships and intensify competition. 

The cannabis industry is undergoing rapid growth and substantial change, which has resulted in 
an increase in competitors, consolidation and formation of strategic relationships. Acquisitions or 
other consolidating transactions could harm the Company in several ways, including by losing 
strategic partners if they are acquired by or enter into relationships with a competitor, losing 
customers, revenue and market share, or forcing the Company to expend greater resources to 
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meet new or additional competitive threats, all of which could harm the Company’s operating 
results. As competitors enter the market and become increasingly sophisticated, competition in 
the Company’s industry may intensify and place downward pressure on prices for its products, 
which could negatively impact its profitability. 

The Company continues to sell shares for cash to fund operations, capital expansion, and 
mergers and acquisitions that will dilute the current shareholders. 

There is no guarantee that the Company will be able to achieve its business objectives. The 
continued development of the Company will require additional financing. The failure to raise such 
capital could result in the delay or indefinite postponement of current business objectives or the 
Company going out of business. There can be no assurance that additional capital or other types 
of financing will be available if needed or that, if available, the terms of such financing will be 
favourable to the Company. 

If additional funds are raised through issuances of equity or convertible debt securities, existing 
shareholders could suffer significant dilution, and any new equity securities issued could have 
rights, preferences and privileges superior to those of holders of Common Shares. The 
Company’s articles permit the issuance of an unlimited number of Common Shares, and 
shareholders will have no pre-emptive rights regarding such further issuance. The directors of the 
Company have discretion to determine the price and the terms of issue of further issuances. 
Moreover, additional Common Shares will be issued by the Company on the exercise of options 
and upon the exercise of outstanding warrants. In addition, from time to time, the Company may 
enter into transactions to acquire assets or the shares of other companies. These transactions 
may be financed wholly or partially with debt, which may temporarily increase the Company’s debt 
levels above industry standards. Any debt financing secured in the future could involve restrictive 
covenants relating to capital raising activities and other financial and operational matters, which 
may make it more difficult for the Company to obtain additional capital and to pursue business 
opportunities, including potential acquisitions. The Company may require additional financing to 
fund its operations to the point where it is generating positive cash flows. Negative cash flow may 
restrict the Company’s ability to pursue its business objectives. 

If you purchase shares of our Common Shares in an offering, you will experience substantial and 
immediate dilution, because the price that you pay will be substantially greater than the net 
tangible book value per share of the Common Shares that you acquire. This dilution is due in 
large part to the fact that our earlier investors will have paid substantially less than a public offering 
price when they purchased their shares of our capital stock. 

The Company may not be able to secure adequate or reliable sources of funding required 
to operate its business and meet consumer demand for its products. 

There is no guarantee that the Company will be able to achieve its business objectives. The 
continued development of the Company may require additional financing. The failure to raise such 
capital could result in the delay or indefinite postponement of current business objectives or the 
Company ceasing to carry on business. There can be no assurance that additional capital or other 
types of financing will be available if needed or that, if available, the terms of such financing will 
be favourable to the Company. In addition, from time to time, the Company may enter into 
transactions to acquire assets or the shares of other corporations. These transactions may be 
financed wholly or partially with debt, which may increase the Company’s debt levels above 
industry standards. Any debt financing secured in the future could involve restrictive covenants 
relating to capital raising activities and other financial and operational matters, which may make 
it more difficult for the Company to obtain additional capital and to pursue business opportunities, 
including potential acquisitions. Debt financings may also contain provisions which, if breached, 
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may entitle lenders or their agents to accelerate repayment of loans and/or realize upon security 
over the assets of the Company, and there is no assurance that the Company would be able to 
repay such loans in such an event or prevent the enforcement of security granted pursuant to 
such debt financing. 

The Company currently has insurance coverage; however, because the Company operates 
within the cannabis industry, there are additional difficulties and complexities associated 
with such insurance coverage. 

The Company believes that it has insurance coverage with respect to workers’ compensation, 
general liability, directors’ and officers’ insurance, fire and other similar policies customarily 
obtained for businesses to the extent commercially appropriate; however, because the Company 
is engaged in and operates within the cannabis industry, there are exclusions and additional 
difficulties and complexities associated with such insurance coverage that could cause the 
Company to suffer uninsured losses, which could adversely affect the Company’s business, 
results of operations, and profitability. There is no assurance that the Company will be able to 
fully utilize such insurance coverage, if necessary. 

The cultivation of cannabis includes risks inherent in an agricultural business including 
the risk of crop loss, sudden changes in environmental conditions, equipment failure, 
product recalls and others. 

The Company’s future business involves the growing of medical marijuana, an agricultural 
product. Such business will be subject to the risks inherent in the agricultural business, such as 
insects, plant diseases and similar agricultural risks. Although the Company expects that any such 
growing will be completed indoors under climate controlled conditions, there can be no assurance 
that natural elements will not have a material adverse effect on any such future production. 

The Company is reliant on a single location. Adverse changes affecting the Powell River, 
British Columbia development project could materially affect the Company’s plans. 

To date, the Company’s activities and resources have been primarily focused on the premises in 
Powell River, British Columbia with future development plans in Fredericton, New Brunswick with 
undefined timetables. The Company expects to continue the focus on the Powell River, British 
Columbia for the foreseeable future. Adverse changes or developments affecting the existing 
facility and location could have a material and adverse effect on the Company’s ability to continue 
producing medical marijuana, its business, financial condition and prospects. 

The cultivation of cannabis involves a reliance on third party transportation which could 
result in supply delays, reliability of delivery and other related risks. 

In order for customers of the Company to receive their product, the Company will rely on third 
party transportation services. This can cause logistical problems with and delays in patients 
obtaining their orders and cannot be directly controlled by the Company. Any delay by third party 
transportation services may adversely affect the Company’s financial performance. 

Moreover, security of the product during transportation to and from the Company’s facilities is 
critical due to the nature of the product. A breach of security during transport could have material 
adverse effects on the Company’s business, financials and prospects. Any such breach could 
impact the Company’s future ability to continue operating under its licenses or the prospect of 
renewing its licenses. 

The Company may be subject to product recalls for product defects self-imposed or 
imposed by regulators. 
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Manufacturers and distributors of products are sometimes subject to the recall or return of their 
products for a variety of reasons, including product defects, such as contamination, unintended 
harmful side effects or interactions with other substances, packaging safety and inadequate or 
inaccurate labelling disclosure. If any of the Company’s products are recalled due to an alleged 
product defect or for any other reason, the Company could be required to incur the unexpected 
expense of the recall and any legal proceedings that might arise regarding the recall. The 
Company may lose a significant amount of sales and may not be able to replace those sales at 
an acceptable margin or at all. In addition, a product recall may require significant management 
attention. Although the Company has detailed procedures in place for testing its products, there 
can be no assurance that any quality, potency or contamination problems will be detected in time 
to avoid unforeseen product recalls, regulatory action or lawsuits. Additionally, if one of the 
Company significant brands were subject to recall, the image of that brand and the Company 
could be harmed. A recall for any of the foregoing reasons could lead to decreased demand for 
the Company’s products and could have a material adverse effect on the results of operations 
and financial condition of the Company. Additionally, product recalls may lead to increased 
scrutiny of the Company’s operations by Health Canada or other regulatory agencies, requiring 
further management attention and potential legal fees and other expenses. 

The Company is reliant on key inputs, such as water and utilities, and any interruption of 
these services could have a material adverse effect on the Company’s finances and 
operation results. 

The Company’s business is dependent on several key inputs and their related costs including raw 
materials and supplies related to its growing operations, as well as electricity, water and other 
local utilities. Any significant interruption or negative change in the availability or economics of the 
supply chain for key inputs could materially impact the business, financial condition and operating 
results of the Company. Any inability to secure required supplies and services or to do so on 
appropriate terms could have a materially adverse impact on the business, financial condition and 
operating results of the Company. 

The expansion of the medical cannabis industry may require new clinical research into 
effective medical therapies, when such research is new to Canada. 

Research in Canada, the U.S. and internationally regarding the medical benefits, viability, safety, 
efficacy, dosing and social acceptance of cannabis or isolated cannabinoids (such as CBD and 
THC) remains in early stages. There have been relatively few clinical trials on the benefits of 
cannabis or isolated cannabinoids (such as CBD and THC). Although the Company believes that 
the articles, reports and studies support its beliefs regarding the medical benefits, viability, safety, 
efficacy, dosing and social acceptance of cannabis, future research and clinical trials may prove 
such statements to be incorrect, or could raise concerns regarding, and perceptions relating to, 
cannabis. Given these risks, uncertainties and assumptions, investors should not place undue 
reliance on such articles and reports. Future research studies and clinical trials may draw 
opposing conclusions to those stated herein or reach negative conclusions regarding the medical 
benefits, viability, safety, efficacy, dosing, social acceptance or other facts and perceptions related 
to medical cannabis, which could have a material adverse effect on the demand for the 
Company’s products with the potential to lead to a material adverse effect on the Company’s 
business, financial condition and results of operations. 

Under Canadian regulations, an LP of cannabis may have restrictions on the type and form 
of marketing it can undertake which could materially impact sales performance. 

The development of the Company’s future business and operating results may be hindered by 
applicable restrictions on sales and marketing activities imposed by Health Canada. The 
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regulatory environment in Canada limits the Company’s ability to compete for market share in a 
manner similar to other industries. If the Company is unable to effectively market its products and 
compete for market share, or if the costs of compliance with government legislation and regulation 
cannot be absorbed through increased selling prices for its products, the Company’s sales and 
operating results could be adversely affected. 

The Company could be liable for fraudulent or illegal activity by its employees, contractors 
and consultants resulting in significant financial losses to claims against the Company. 

The Company is exposed to the risk that its employees, independent contractors and consultants 
may engage in fraudulent or other illegal activity. Misconduct by these parties could include 
intentional, reckless and/or negligent conduct or disclosure of unauthorized activities to the 
Company that violates: (i) government regulations; (ii) manufacturing standards; (iii) federal and 
provincial healthcare fraud and abuse laws and regulations; or (iv) laws that require the true, 
complete and accurate reporting of financial information or data. It is not always possible for the 
Company to identify and deter misconduct by its employees and other third parties, and the 
precautions taken by the Company to detect and prevent this activity may not be effective in 
controlling unknown or unmanaged risks or losses or in protecting the Company from 
governmental investigations or other actions or lawsuits stemming from a failure to follow such 
laws or regulations. If any such actions are instituted against the Company, and it is not successful 
in defending itself or asserting its rights, those actions could have a significant impact on our 
business, including the imposition of civil, criminal and administrative penalties, damages, 
monetary fines, contractual damages, reputational harm, diminished profits and future earnings, 
and curtailment of the Company’s operations, any of which could have a material adverse effect 
on the Company’s business, financial condition and results of operations. 

The Company will be reliant on information technology systems and may be subject to 
damaging cyber-attacks. 

The Company has and will continue to enter into agreements with third parties for hardware, 
software, telecommunications and other information technology (“IT”) services regarding its 
operations. The Company’s operations depend, in part, on how well it and its suppliers protect 
networks, equipment, IT systems and software against damage from many threats, including, but 
not limited to, cable cuts, damage to physical plants, natural disasters, intentional damage and 
destruction, fire, power loss, hacking, computer viruses, vandalism and theft. The Company’s 
operations also depend on the timely maintenance, upgrade and replacement of networks, 
equipment, IT systems and software, as well as pre-emptive expenses to mitigate the risks of 
failures. Any of these and other events could result in information system failures, delays and/or 
increase in capital expenses. The failure of information systems or a component of information 
systems could, depending on the nature of any such failure, adversely impact the Company’s 
reputation and results of operations. 

The Company has not experienced any material losses to date relating to cyber-attacks or other 
information security breaches, but there can be no assurance that the Company will not incur 
such losses in the future. The Company’s risk and exposure to these matters cannot be fully 
mitigated because of, among other things, the evolving nature of these threats. As a result, cyber 
security and the continued development and enhancement of controls, processes and practices 
designed to protect systems, computers, software, data and networks from attack, damage or 
unauthorized access is a priority. As cyber threats continue to evolve, the Company may be 
required to expend additional resources to continue to modify or enhance protective measures or 
to investigate and remediate any security vulnerabilities. 
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The Company may be subject to breaches of security at its facilities, or in respect of 
electronic documents and data storage and may face risks related to breaches of 
applicable privacy laws. 

Given the nature of the Company’s product and its lack of legal availability outside of channels 
approved by the Government of Canada, as well as the concentration of inventory in its facilities, 
despite meeting or exceeding Health Canada’s security requirements, there remains a risk of 
shrinkage as well as theft. A security breach at one of the Company’s facilities could expose the 
Company to additional liability and to potentially costly litigation, increase expenses relating to the 
resolution and future prevention of these breaches and may deter potential customers from 
choosing the Company’s products. 

In addition, the Company may collect and store personal information about its customers and is 
responsible for protecting that information from privacy breaches. A privacy breach may occur 
through procedural or process failure, information technology malfunction, or deliberate 
unauthorized intrusions. Theft of data for competitive purposes, particularly patient lists and 
preferences, is an ongoing risk whether perpetrated via employee collusion or negligence or 
through deliberate cyber-attack. Any such theft or privacy breach would have a material adverse 
effect on the Company’s business, financial condition and results of operations. 

In addition, there are several federal and provincial laws protecting the confidentiality of certain 
patient health information, including patient records, and restricting the use and disclosure of that 
protected information. The privacy rules under the Personal Information Protection and 
Electronics Documents Act (Canada) (“PIPEDA”), protect medical records and other personal 
health information by limiting their use and disclosure of health information to the minimum level 
reasonably necessary to accomplish the intended purpose. If the Company was found to be in 
violation of the privacy or security rules under PIPEDA or other laws protecting the confidentiality 
of patient health information, it could be subject to sanctions and civil or criminal penalties, which 
could increase its liabilities, harm its reputation and have a material adverse effect on the 
business, results of operations and financial condition of the Company. 

The Company’s officers and directors may be engaged in a range of business activities 
resulting in conflicts of interest. 

The Company may be subject to various potential conflicts of interest because some of its officers 
and directors may be engaged in a range of business activities. In addition, the Company’s 
executive officers and directors may devote time to their outside business interests, so long as 
such activities do not materially or adversely interfere with their duties to the Company. In some 
cases, the Company’s executive officers and directors may have fiduciary obligations associated 
with these business interests that interfere with their ability to devote time to the Company’s 
business and affairs and that could adversely affect the Company’s operations. These business 
interests could require significant time and attention of the Company’s executive officers and 
directors. 

In addition, the Company may also become involved in other transactions which conflict with the 
interests of its directors and the officers who may from time to time deal with persons, firms, 
institutions or companies with which the Company may be dealing, or which may be seeking 
investments like those desired by it. The interests of these persons could conflict with those of 
the Company. In addition, from time to time, these persons may be competing with the Company 
for available investment opportunities. Conflicts of interest, if any, will be subject to the procedures 
and remedies provided under applicable laws. In particular, if such a conflict of interest arises at 
a meeting of the Company’s directors, a director who has such a conflict will abstain from voting 
for or against the approval of such participation or such terms. In accordance with applicable laws, 
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the directors of the Company are required to act honestly, in good faith and in the best interests 
of the Company. 

Management may not be able to successfully implement adequate internal controls over 
financial reporting. 

Proper systems of internal controls over financial accounting and disclosure are critical to the 
operation of a public company. However, the Company does not expect that its DCP and ICFR 
will prevent all error and all fraud. A control system, no matter how well designed and operated, 
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. Because of the 
inherent limitations in all control systems, no evaluation of controls can provide absolute 
assurance that all control issues and instances of fraud, if any, have been detected. 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. If the Company cannot provide reliable 
financial reports or prevent fraud, its reputation and operating results could be materially 
adversely affected, which could cause investors to lose confidence in the Company’s reported 
financial information, which in turn could result in a reduction in the value of the Common Shares. 

The Company, or the medical cannabis industry more generally, may receive unfavourable 
publicity or become subject to negative consumer perception. 

The Company believes the medical cannabis industry is highly dependent upon consumer 
perception regarding the medical benefits, safety, efficacy and quality of the cannabis distributed 
for medical purposes to such consumers. Consumer perception of the Company’s products can 
be significantly influenced by scientific research or findings, regulatory investigations, litigation, 
political statements both in Canada and in other countries, media attention and other publicity (if 
accurate or with merit) regarding the consumption of cannabis products for medical purposes, 
including unexpected safety or efficacy concerns arising with respect to the products of the 
Company or its competitors. There can be no assurance that future scientific research, findings, 
regulatory proceedings, litigation, media attention or other research findings or publicity will be 
favourable to the medical cannabis market or any product, or consistent with earlier publicity. 
Future research reports, findings, regulatory proceedings, litigation, media attention or other 
publicity that are perceived as less favourable than, or that question, earlier research reports, 
findings or publicity could have a material adverse effect on the demand for the Company’s 
products and the business, results of operations and financial condition of the Company. The 
Company’s dependence upon consumer perceptions means that adverse scientific research 
reports, findings, regulatory proceedings, litigation, media attention or other publicity (if accurate 
or with merit), could have an adverse effect on any demand for the Company’s products which 
could have a material adverse effect on the Company’s business, financial condition and results 
of operations. Further, adverse publicity reports or other media attention regarding the safety, 
efficacy and quality of cannabis for medical purposes in general, or the Company’s products 
specifically, or associating the consumption of cannabis with illness or other negative effects or 
events, could have such a material adverse effect. Such adverse publicity reports or other media 
attention could arise even if the adverse effects associated with such products resulted from 
consumers’ failure to consume such products legally, appropriately or as directed. 

Financial Instruments and Other Transfers 

The Company’s financial instruments consist of cash, short term investments, accounts payable 
and accrued liabilities and due to related parties. The fair value of cash, accounts payable and 
accrued liabilities, and due to related parties are equal to their carrying value due to their short-
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term maturity. Unless otherwise noted, it is management’s opinion that the Company is not 
exposed to significant interest, currency or credit risks arising from these financial instruments. 

Off-Balance Sheet Arrangements 

Currently, the facility leased by the Company from the City of Powell River represents an 
Operating Lease for the purposes of accounting classification, and the resulting rent expense 
represents a form of off-balance sheet financing for the purposes of accounting under IFRS.   

The Company has plans to purchase the Facility for market-value in the near-term from the City 
of Powell River however, as of the date of the Financial Statements and MD&A, the details of 
this arrangement have not been finalized with the City.   

Investor Relations 

The Company has not entered into any investor relations contracts. Primarily, all investor relation 
activity is carried out by the directors and officers of the Company. 

Critical Accounting Estimates 

The preparation of financial statements in conformity with IFRS requires management to make 
judgments, estimates, and assumptions that affect the application of accounting policies and the 
reported amounts of assets, liabilities, income and expenses, and related disclosure.   

Judgment is used mainly in determining how a balance or transaction should be recognized in 
the financial statements. Estimates and assumptions are used mainly in determining the 
measurement of recognized transactions and balances. Actual results may differ from these 
estimates.   

Significant areas where management’s estimates and judgments have been applied include: 

 
Judgments 
 
i) Going concern 

Management has applied judgements in the assessment of the Company's ability to continue 
as a going concern when preparing the financial statements. Management prepares the 
financial statements on a going concern basis unless management either intends to liquidate 
the entity or to cease trading, or has no realistic alternative but to do so. In assessing whether 
the going concern assumption is appropriate, management considers all available 
information about the future, which is at least, but is not limited to, twelve months from the 
end of the reporting period. The assessment of the Company’s ability to execute its strategy 
and finance the operations by obtaining additional funding through debt or equity financing 
involves judgments. 

 
Estimates 
 
i) Share-based payments 

The Company uses the fair value method of valuing compensation expense associated with 
the Company’s share-based compensation plan.  Estimating fair value requires determining 
the most appropriate valuation model for a grant of equity instruments, which is dependent 
on the terms and conditions of the grant. Option-pricing models require the use of highly 
subjective estimates and assumptions including the expected stock price volatility and 
expected life of options.  Changes in the underlying assumptions can materially affect the fair 
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value estimates and, therefore, existing models do not necessarily provide reliable 
measurement of the fair value of the Company’s stock options.  

 
ii) Deferred taxes 

Accounting for income taxes is a complex process requiring management to interpret 
frequently changing laws and regulations and make judgments relating to the application of 
tax law, the estimated timing of temporary difference reversals, and the estimated realization 
of tax assets.  
 
The Company recognizes the deferred tax benefit related to deferred tax assets to the extent 
recovery is probable. Assessing the recoverability of deferred tax assets requires 
management to make significant estimates of future taxable profit. 
 
Judgment, estimates and assumptions are continually evaluated and are based on historical 
experience and other factors including expectations of future events that are believed to be 
reasonable under the circumstances. Revisions to accounting estimates are recognized in 
the period in which the estimates are revised and in any future periods affected. 
 

New Accounting Standards and Interpretations Not Yet Adopted 

Standards issued but not yet effective up to the date of issuance of the Company’s financial 
statements are listed below. This listing is of standards and interpretations issued, which the 
Company reasonably expects to be applicable at a future date. The Company intends to adopt 
those standards when they become effective. The Company does not expect the impact of such 
changes on the financial statements to be material. 

 IFRS 9 ‘Financial Instruments: Classification and Measurement’ – effective for annual 
periods beginning on or after January 1, 2018, with early adoption permitted, introduces 
new requirements for the classification and measurement of financial instruments. 

 IFRS 16 ‘Leases’ – effective for annual periods beginning on or after January 1, 2019, with 
early adoption permitted, only if the entity is also applying IFRS 15, Revenue from 
Contracts with Customers.  The standard provides a single lessee accounting model, 
requiring lessees to recognize assets and liabilities for all leases, unless the lease term is 
12 months or less, or the underlying asset has a low value. 

Other MD&A Requirements 

As specified by National Instrument 51-102, the Company advises readers of this MD&A that 
additional important information about the Company is available on the SEDAR website – 
www.sedar.com. 

The Company’s acting President & Chief Executive Officer (CEO) and acting Chief Financial 
Officer (CFO) are responsible for establishing and maintaining disclosure controls and procedures 
and internal controls over financial reporting by the Company. 

Outstanding Share Data 

The authorized share capital of the Company consists of an unlimited number of common 
shares. The Company had 254,508,411 common shares issued and outstanding as at July 31, 
2018. 
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The following table sets out the number of share purchase warrants issued and outstanding as 
at July 31, 2018: 

 
Number of 
Warrants 

Weighted Average 
Exercise Price Expiry Date 

Balance, January 31, 2017 3,000,000 $0.06 January 27, 2019 
Issued during the year: 12,000,000 $0.12 October 20, 2020 
Issued during the year: 2,993,268 $0.30 December 19, 2019  
Balance, January 31, 2018 17,993,268 $0.14 - 
Issued during the quarter:                   - - - 
Balance, July 31, 2018        17,993,268 $0.14  

 

The following table sets out the number of stock options granted as at July 31, 2018: 

 

Number of 
Options/Rights 

Outstanding 

Number of 
Options/Rights 

Exercisable  
Weighted Average 

Exercise Price 
Balance, January 31, 2018 7,000,000 3,250,000 $0.17 
Options granted during the quarter - - - 
Options vested during the quarter  1,250,000 0.25 
Rights exercised during the quarter (1,000,000) (1,000,000) 0.125 
Rights expired during the quarter (1,000,000) (1,000,000) 0.125 
Balance, July 31, 2018 5,000,000 2,500,000 0.25 

 

Holder Number of Options Exercise Price Expiry Date 

City of Powell River 1,000,000 $0.10 
24 months from the date 

of the Occupancy 
Permit1 

Total: 1,000,000   

Notes: 
(1) Pursuant to the memorandum of understanding between the Company and the City of Powell River, the City of Powell 
River will be granted an option to purchase up to 1,000,000 common shares of the Company at an exercise price of $0.10 per 
share for a period of 24 months from the date the Occupancy Permit is issued. The Occupancy Permit is to be issued by the 
City of Powell River upon Health Canada issuing a Cultivation Licence to the Company. 
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SANTE VERITAS THERAPEUTICS INC. Management Discussion and Analysis 

The following Management Discussion and Analysis (“MD&A”) should be read in conjunction with 
Sante Veritas Therapeutics Inc.’s (the “Company”) consolidated financial statements and notes 
for the years ended January 31, 2018 (“FY18”) and 2017. The Financial Statements, together with 
this MD&A, are intended to provide investors with a reasonable basis for assessing the financial 
performance of the Company as well as forward-looking statements relating to future 
performance. The financial statements are prepared in accordance with International Financial 
Reporting Standards (“IFRS”). 

This MD&A contains disclosure of material changes occurring up to and including January 31, 
2018. 

Forward-Looking Statements 

This MD&A contains certain information that may constitute “forward-looking information” and 
“forward-looking statements” (collectively, “forward-looking statements”) which are based upon 
the Company’s current internal expectations, estimates, projections, assumptions and beliefs. 
Such statements can be identified using forward-looking terminology such as "expect," “likely”, 
"may," "will," "should," "intend," or "anticipate", “potential”, “proposed”, “estimate” and other similar 
words, including negative and grammatical variations thereof, or statements that certain events 
or conditions “may” or “will” happen, or by discussions of strategy. Forward-looking statements 
include estimates, plans, expectations, opinions, forecasts, projections, targets, guidance, or 
other statements that are not statements of fact. The forward-looking statements included in this 
MD&A are made only as of the date of the Company’s financial statements for the year ended 
January 31, 2018. 

Forward-looking statements in this MD&A include, but are not limited to, statements with respect 
to: 

• licensing risks; 

• regulatory risks; 

• change in laws, regulations and guidelines; 

• market risks; 

• expansion of facility; 

• risks inherent in an agricultural business; 

• history of net losses; and 

• competition. 

Certain of the forward-looking statements and forward-looking information and other information 
contained herein concerning the medical cannabis industry and the general expectations of the 
Company concerning the medical cannabis industry and concerning the Company are based on 
estimates prepared by the Company using data from publicly available governmental sources as 
well as from market research and industry analysis and on assumptions based on data and 
knowledge of this industry which the Company believe to be reasonable. While the Company is 
not aware of any misstatement regarding any industry or government data presented herein, the 
medical cannabis industry involves risks and uncertainties that are subject to change based on 
various factors and the Company has not independently verified such third-party information. 
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Although the Company believes that the expectations reflected in such forward-looking 
statements are reasonable, it can give no assurance that such expectations will prove to have 
been correct. The Company’s forward-looking statements are expressly qualified in their entirety 
by this cautionary statement. But without limiting the foregoing, disclosure in this MD&A under 
“Overview of the Company’s Medical Cannabis Business” as well as statements regarding the 
Company’s objectives, plans and goals, including future operating results, economic performance 
and patient acquisition efforts may refer to or involve forward-looking statements. Many factors 
could cause actual events, performance or results to differ materially from what is projected in the 
forward-looking statements. See “Risk Factors” for further details. The purpose of forward-looking 
statements is to provide the reader with a description of management’s expectations, and such 
forward-looking statements may not be appropriate for any other purpose. You should not place 
undue reliance on forward-looking statements contained in this MD&A. The Company undertakes 
no obligation to update or revise any forward-looking statements, whether because of new 
information, future events or otherwise, except as required by applicable law. 
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Overview of the Company’s Adult Medical Cannabis Business 

The Company is a late-stage Health Canada applicant for a License to Produce (LP) adult medical 
cannabis under the Access to Cannabis for Medical Purposes Regulations (ACMPR). 

Health Canada Licensing Status 

In August 2013, the Company applied to Health Canada to become a Licensed Producer under 
the Marihuana for Medical Purposes Regulations (MMPR). 

On June 10, 2016, the Company received a Confirmation of Readiness (COR) from Health 
Canada under the MMPR to proceed with conversion of the vacant Catalyst Paper office building 
in Powell River, British Columbia into an adult medical cannabis cultivation facility. 

On May 30, 2017, the Company received a further COR from Health Canada under the ACMPR 
(which replaced the MMPR in August 2016) for the same facility. 

Both Confirmations of Readiness advised the Company that Health Canada had completed its 
review of the Company’s application and that a Licence to Produce would be granted to the 
Company after it demonstrated to Health Canada’s satisfaction that the Company’s cultivation 
facility fully complied with all relevant provisions of the ACMPR and Security Directive. 

As a result, the Company raised $6.5M through a partially brokered private placement in January 
2017 and began construction of its Powell River facility in June 2017. 

In December 2017, the Company similarly raised another $15.9M to fund the completion of 
construction of its Powell River Facility and to start-up operations in 2018. 

At January 31, 2018, the Company has completed construction of approximately 65% of 
Phase 1 of its Powell River Facility and expects to complete Phase 1 and be licensed by 
Health Canada to start cultivation in 2018. 

The Company plans to become fully operational in the cultivation and sale of adult medical 
cannabis subject to the following:  

(i) Receipt of a Licence to Produce from Health Canada permitting the Company to begin 
cultivation of adult medical cannabis at its Powell River Facility following successful 
Health Canada attestation by the Company of its Facility 

(ii) Receipt of a Licence to Sell from Health Canada permitting the Company to sell its 
harvests following successful on-site inspection by Health Canada; and 

(iii) Bill C-45, the Cannabis Act (Canada) obtaining royal assent in 2018. 

If successful, the Company plans to enhance the value of its harvests by extracting oils from its 
crops beginning in 2019 for possible sale to other LPs. Extraction will increase the value of the 
Company’s crops by differentiating its products by strains and features. Management believes its 
business model offers stable revenue growth via termed sales contracts while reducing the risk 
of competition at the point of retail sales. 

Powell River Facility 

The Company’s primary asset currently is its 40,000 SF Powell River Facility (10,500 SF under 
cultivation) presently under construction and expected to be Licensed by Health Canada in 2018. 
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On November 15, 2016, the Company agreed to lease the vacant Catalyst Paper office building 
(the Premises, as defined in the Lease Agreement) from the City of Powell River for a term of 10 
years with an option to renew for an additional 10 years at rent of $15,000 per month (the Lease 
Agreement). 

The Powell River Facility is occupied pursuant to a Lease Agreement, which is in good standing 
with the City of Powell River permitting the Company to use the leased building and land to 
produce adult medical cannabis to the extent permitted by all laws and Health Canada 
Regulations. 

The Powell River Facility will be a modern, fully operational facility built in Three (3) Phases with 
each Phase capitalizing on the insights and elements of the latest agricultural industry 
improvements in cultivation methodology, facility control and irrigation system design:  

2018 Phase 1 (40,000 SF 4-storey indoor renovated facility; 10,500 SF under cultivation) 

2019 Phase 2 (50,000 SF 2-storey indoor design-build facility; 37,500 SF under cultivation) 

2020 Phase 3 (43,000 SF 2-storey indoor design-build facility; 32,250SF under cultivation) 

By 2020, the Powell River Facility should encompass 133,000 SF of a multi-level indoor design-
built facility (with 80,2500 SF under cultivation). 

Management believes that Phases 1 – 3 of the Powell River Facility can be completed by 2020. 
Subject to Health Canada approval, the Company anticipates that it will gradually commission 
Phase 2 as construction progresses in 2018 – 2019 and Phase 3 as construction progresses in 
2019 - 2020.  

However, actual timing will be determined by management based on demand for the Company’s 
cannabis-based products and whether the Company receives a Licence to Produce and to Sell 
adult medical cannabis under the ACMPR in respect of such facility.  

While management believes that the production practices it will employ at its Powell River Facility 
will meet or exceed the requirements of Health Canada and the ACMPR, no assurance can be 
provided that the Company will be able to obtain its Licences or that the completion of the 
remaining phases of the build-out of the Powell River Facility will be completed on time or on 
budget, or at all. See “Risk Factors”. 

New Brunswick Initiative 

The Company has been in negotiations with the municipality of Fredericton, New Brunswick 
since September 2017 to build a new adult cannabis cultivation facility in the City. 

The Company plans to begin the design-build of a 100,000 SF facility in 2018 followed by an 
additional 200,000 SF in 2019 and another 300,000 SF in 2020 for a total of 600,000 SF by 
2020. 

The municipality of Fredericton has offered inducements on the price of the land, wage costs, 
taxation and power. 

In addition, the Fredericton location provides ready access to labour, a research university and 
the central distribution centre for cannabis in New Brunswick by the New Brunswick Liquor Control 
Board.  
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Highlights from 2018 

Construction of Powell River Facility – Phase 1 

In January 2018, the Company had completed approximately 65% construction of Phase 1 
(started in June 2017) of its Powell River Facility with Phase 1 expected to be completed in 2018. 

Brokered Private Placement 

In December 2017, the Company closed a partially brokered private placement issuing 
52,942,355 common shares for cash consideration of $15,882,707 (before issue costs of 
$1,034,812) to fund the completion and start-up of Phase 1 of its Powell River Facility. 

Corporate Office Established in Toronto, Ontario 

In August of 2017, the Company moved its corporate office to Toronto, Ontario. 

Amendment of Lease Agreement with the City of Powell River 

In July 2017, the Company amended its Lease Agreement with the City of Powell River to include 
an option to purchase the Leased Premises at market value (based on an appraisal) within 45 
days of receipt of its Health Canada LP.  

Negotiations with the municipality of Fredericton, New Brunswick 

As of the date of this MD&A, these negotiations remain active and ongoing. 

Subsequent Events 

Reverse Takeover of Santé Veritas Holdings Inc. (formerly Marchwell Ventures Inc.) by 
Sante Veritas Therapeutics Inc. 

On April 24, 2018, the Company completed a reverse takeover (RTO) of Marchwell Ventures Ltd. 
(renamed Santé Veritas Holdings Inc.) to gain a listing on the Canadian Securities Exchange 
(CSE) by becoming a wholly-owned subsidiary of Santé Veritas Holdings Inc. (formerly 
Marchwell).  The shares of Santé Veritas Holdings Inc. began trading on the CSE on May 10, 
2018. 

Merger of Baker Technologies Inc., Briteside Holdings LLC, Sea Hunter Holdings LLC and 
Santé Veritas Holdings Inc. in TILT Holdings Inc. 

On May 15, 2018, Santé Veritas Holdings Inc. (formerly Marchwell) signed a Letter of Intent to 
merge with Baker Technologies Inc., Briteside Holdings LLC and Sea Hunter Holdings LLC in 
TILT Holdings Inc.  Following completion of the merger, Santé Veritas Holdings will own 
approximately 22.3% of TILT Holdings.  As a result of signing the Letter of Intent, Santé Veritas 
Holdings was granted a temporary halt in the trading of its shares on the CSE pending the future 
release of further information.   
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Results of Operations 

For the year ended January 31, 2018, the Company incurred: 

 Capital Costs of $8,221,593 for renovation and construction of Phase 1 of the company’s 
Powell River Facility including $458,796 in capital costs paid by the issue of shares and 
warrants.  All such capital costs have been capitalized as Leasehold Improvements, 
Cultivation Equipment or Security Equipment (Financial Statement Note 9). To date, no 
amortization and/or depreciation has been taken on any construction-related assets. 

 Construction Expenses of $1,314,335 for salaries and wages, losses on disposals of fixed 
assets, rent and utilities, office expenses, repairs and maintenance, travel, legal fees and 
insurance. 

 Financing and Investing Expenses of $2,573,233 representing business development of 
$1,303,981 paid by the issue of shares and warrants, legal and audit fees, consulting fees, 
provision for a loan loss, travel and offices expenses 

 General and Administrative expenses of $1,109,113 for the Toronto Corporate Office 
representing salaries and wages, management’s equity based compensation of $319,083, 
legal and accounting fees, offices expenses, business development and rent. 

 Operating Expenses total $4,996,681. 

For the year ended January 31, 2018, the Company also earned interest income of $30,443 on 
temporary surplus cash from the proceeds from its private placements invested short-term 
investments. 

As a result, for the year ended January 31, 2018, the company incurred a Net Loss and 
Comprehensive Loss of $4,966,238. 

Selected Annual Information 

Year Ended 
January 31, 2018 

(Audited) 

($) 

Year Ended 
January 31, 2017 

(Audited) 

($) 

Year Ended 
January 31, 2016 

(Unaudited) 

($) 

Net loss (4,966,238) (2,378,259) (8,330) 

Basic and diluted net loss per share (0.03) (0.11) (0.00) 

Total assets 20,668,542 6,510,579 135,086 

Total liabilities 2,111,532 121,273 64,701 

Dividends declared per share Nil Nil Nil 

Liquidity 

At January 31, 2017, the Company had cash and funds in trust of $6,107,377. 

For the year ended January 31, 2018, cash was provided by (used in): 

 Financing activities (Private Placement December 19, 2017, funds held in trust and share 
subscription receivable) - $20,563,895 
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 Investing activities (Construction of Cultivation Facility and short term investment) - 
($17,773,459) 

 Operating activities - ($1,418,503) 

At January 31, 2018, the Company had cash, short term investments and funds in trust of 
$11,875,310. 

Capital Resources 

The Company closely monitors and manages its capital resources to assess the liquidity required 
to fund operations and expansion. 

As at January 31, 2018, the Company had cash, short term investments and funds in trust of 
$11,875,310 and current liabilities of $2,111,532. 

Barring unforeseen delays and/or complications, current cash resources are sufficient to complete 
the cultivation licensing process and commencement of cultivation operations.  

Related-Party Transactions 

For the year ended January 31, 2018, aggregate compensation and payment for services to key 
management personnel: 

Related Party Transactions FY2018 

($) 

FY2017 

($) 

Salaries and wages/consulting fees 875,979 30,000 

Shares issued for services and as compensation 1,041,250 960,000 

Warrants issued for services 581,814 - 

Total 2,449,043 990,000

Risks and Uncertainties 

The following specific factors could materially adversely affect the Company and should be 
considered when deciding whether to make an investment in the Company and the Common 
Shares. Some of the following factors are interrelated and, consequently, investors should treat 
such risk factors. These risks and uncertainties are not the only ones that could affect the 
Company or the Common Shares and additional risks and uncertainties not currently known to 
the Company, or that it currently deems to be immaterial, may also impair the business, financial 
condition and results of operations of the Company and/or the value of the Common Shares. If 
any of the following risks or other risks occur, they could have a material adverse effect on the 
Company’s business, financial condition and results of operations and/or the value of the 
Common Shares. There is no assurance that any risk management steps taken by the Company 
will avoid future loss due to the occurrence of the risks described below or other unforeseen 
risks. 

Risks generally related to the Company 

The Company is a development stage company with no operating history, a history of losses and 
the Company cannot assure profitability. 
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The Company has been incurring operating losses since the inception, as it attempts to create an 
infrastructure to capitalize on the opportunity for value creation that is emerging from the relaxing 
of prohibitions on the cannabis industry in Canada. The Company’s lack of operating history 
makes it difficult for investors to evaluate the Company’s prospects for success. Prospective 
investors should consider the risks and difficulties the Company might encounter, especially given 
the Company’s lack of an operating history, as there is no assurance that the Company will be 
successful and the likelihood of success must be considered in light of its relatively early stage of 
operations. 

As the Company has yet to begin generating operating revenue, it is extremely difficult to make 
accurate predictions and forecasts of its finances. This is compounded by the fact that the 
Company intends to operate in the cannabis industry, which is rapidly transforming. There is no 
guarantee that the Company’s products or services will be attractive to potential consumers. 

Uncertainty about the Company’s ability to continue as a going concern. 

The Company is in the development stage and is currently seeking additional capital, mergers, 
acquisitions, joint ventures, partnerships and other business arrangements to expand its product 
offerings in the medical cannabis industry and grow its revenue. The Company’s ability to continue 
as a going concern is dependent upon its ability in the future to grow its revenue and achieve 
profitable operations and, in the meantime, to obtain the necessary financing to meet its 
obligations and repay its liabilities when they become due. External financing, predominantly by 
the issuance of equity, will be sought to finance the operations of the Company; however, there 
can be no certainty that such funds will be available at terms acceptable to the Company. These 
conditions indicate the existence of material uncertainties that may cast significant doubt about 
the Company’s ability to continue as a going concern. 

The Company’s actual financial position and results of operations may differ materially 
from the expectations of the Company’s management. 

The Company’s actual financial position and results of operations may differ materially from 
management’s expectations. The Company has experienced some changes in its operating plans 
and certain delays in its plans. As a result, the Company’s revenue, net income and cash flow 
may differ materially from the Company’s projected revenue, net income and cash flow. The 
process for estimating the Company’s revenue, net income and cash flow requires the use of 
judgment in determining the appropriate assumptions and estimates. These estimates and 
assumptions may be revised as additional information becomes available and as additional 
analyses are performed. In addition, the assumptions used in planning may not prove to be 
accurate, and other factors may affect the Company’s financial condition or results of operations.

The Company expects to incur significant ongoing costs and obligations related to its 
investment in infrastructure, growth, regulatory compliance and operations. 

The Company expects to incur significant ongoing costs and obligations related to its investment 
in infrastructure and growth and for regulatory compliance, which could have a material adverse 
impact on the Company’s results of operations, financial condition and cash flows. In addition, 
future changes in regulations, more vigorous enforcement thereof or other unanticipated events 
could require extensive changes to the Company’s operations, increased compliance costs or 
give rise to material liabilities, which could have a material adverse effect on the business, results 
of operations and financial condition of the Company. Our efforts to grow our business may be 
costlier than we expect, and we may not be able to increase our revenue enough to offset our 
higher operating expenses. We may incur significant losses in the future for a number of reasons, 
including the other risks described in this prospectus, and unforeseen expenses, difficulties, 
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complications and delays, and other unknown events. If we are unable to achieve and sustain 
profitability, the market price of our Common Shares may significantly decrease. 

There are factors which may prevent the Company from the realization of growth targets. 

The Company is currently in the expansion from early development stage. The Company’s growth 
strategy contemplates building the New Brunswick facilities and expanding the existing Powell 
River Facility. There is a risk that these additional resources will not be achieved on time, on 
budget, or at all, as they can be adversely affected by a variety of factors, including some that are 
discussed elsewhere in these “Risk Factors” and the following: 

• delays in obtaining, or conditions imposed by, regulatory approvals;

• facility design errors;

• environmental pollution; non-performance by third party contractors; increases in
materials or labour costs; construction performance falling below expected levels of output
or efficiency;

• breakdown, aging or failure of equipment or processes;

• contractor or operator errors;

• operational inefficiencies;

• labour disputes, disruptions or declines in productivity; inability to attract sufficient
numbers of qualified workers; disruption in the supply of energy and utilities; and

• major incidents and/or catastrophic events such as fires, explosions or storms. The
Company is reliant on cultivation licenses to produce medical cannabis products in
Canada.

The Company’s ability to grow, store and sell cannabis and cannabis oil in Canada is dependent 
on securing the appropriate licenses with Health Canada. Failure to comply with the requirements 
of any license application or failure to obtain the appropriate licenses with Health Canada would 
have a material adverse impact on the future business, financial condition and operating results 
of the Company. There can be no guarantees that Health Canada will issue the required licenses.

The Company is subject to changes in Canadian laws, regulations and guidelines which 
could adversely affect the Company’s future business, financial condition and results of 
operations. 

The Company’s operations will be subject to various laws, regulations and guidelines relating to 
the manufacturing, management, packaging/labelling, advertising, sale, transportation, storage 
and disposal of medical cannabis but also including laws and regulations relating to drugs, 
controlled substances, health and safety, the conduct of operations and the protection of the 
environment. Changes to such laws, regulations and guidelines due to matters beyond the control 
of the Company may cause adverse effects to its operations. The Company endeavours to comply 
with all relevant laws, regulations and guidelines. To the best of the Company’s knowledge, the 
Company is in compliance or in the process of being assessed for compliance with all such laws, 
regulations and guidelines as described elsewhere in this prospectus. 
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On June 30, 2016, the Canadian Federal Government established the Task Force to seek input 
on the design of a new system to legalize, strictly regulate and restrict access to adult cannabis. 
On December 13, 2016, the Task Force completed its review and published a report outlining its 
recommendations. On April 13, 2017, the Canadian Federal Government introduced Bill C-45, 
which proposes the enactment of the Cannabis Act, to regulate the production, distribution and 
sale of cannabis for adult use, with a target implementation date of July 1, 2018. However, it is 
unknown if this regulatory change will be implemented at all. Several recommendations from the 
Task Force reflected in the Cannabis Act including, but not limited to, permitting home cultivation, 
potentially easing barriers to entry into a Canadian adult cannabis market and restrictions on 
advertising and branding, could materially and adversely affect the future business, financial 
condition and results of operations of the Company. Their advice will be considered by the 
Government of Canada as a new framework for adult cannabis is developed and it is possible 
that such developments could significantly adversely affect the future business, financial condition 
and results of operations of the Company. 

The Company is subject to uncertainty regarding legal and regulatory status and changes. 

Achievement of the Company’s business objectives is also contingent, in part, upon compliance 
with other regulatory requirements enacted by governmental authorities and obtaining other 
required regulatory approvals. The regulatory regime applicable to the cannabis business in 
Canada is currently undergoing significant proposed changes and the Company cannot predict 
the impact of the regime on its business once the structure of the regime is finalized. Similarly, 
the Company cannot predict the timeline required to secure all appropriate regulatory approvals 
for its products, or the extent of testing and documentation that may be required by governmental 
authorities. Any delays in obtaining, or failing to obtain, required regulatory approvals may 
significantly delay or impact the development of markets, products and sales initiatives and could 
have a material adverse effect on the business, results of operations and financial condition of 
the Company. The Company will incur ongoing costs and obligations related to regulatory 
compliance. Failure to comply with regulations may result in additional costs for corrective 
measures, penalties or in restrictions on the Company’s operations. In addition, changes in 
regulations, more vigorous enforcement thereof or other unanticipated events could require 
extensive changes to the Company’s operations, increased compliance costs or give rise to 
material liabilities, which could have a material adverse effect on the business, results of 
operations and financial condition of the Company.

The Company may become involved in regulatory or agency proceedings, investigations 
and audits. 

The Company’s business requires compliance with many laws and regulations. Failure to comply 
with these laws and regulations could subject the Company to regulatory or agency proceedings 
or investigations and could also lead to damage awards, fines and penalties. The Company may 
become involved in many government or agency proceedings, investigations and audits. The 
outcome of any regulatory or agency proceedings, investigations, audits, and other contingencies 
could harm the Company’s reputation, require the Company to take, or refrain from taking, actions 
that could harm its operations or require the Company to pay substantial amounts of money, 
harming its financial condition. There can be no assurance that any pending or future regulatory 
or agency proceedings, investigations and audits will not result in substantial costs or a diversion 
of management’s attention and resources or have a material adverse impact on the Company’s 
business, financial condition and results of operation. 

The Company’s business plan involves a number of strategic partnerships. If these 
partnerships do not materialize, the Company may be unable to sell its products. 
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The Company currently has, and may in the future, enter strategic alliances with third parties that 
the Company believes will complement or augment its existing business. The Company’s ability 
to complete strategic alliances is dependent upon, and may be limited by, the availability of 
suitable candidates and capital. In addition, strategic alliances could present unforeseen 
integration obstacles or costs, may not enhance our business, and may involve risks that could 
adversely affect the Company, including significant amounts of management time that may be 
diverted from operations to pursue and complete such transactions or maintain such strategic 
alliances. Future strategic alliances could result in the incurrence of additional debt, costs and 
contingent liabilities, and there can be no assurance that future strategic alliances will achieve, or 
that the Company’s existing strategic alliances will continue to achieve, the expected benefits to 
the Company’s business or that the Company will be able to consummate future strategic 
alliances on satisfactory terms, or at all. Any of the foregoing could have a material adverse effect 
on the Company’s business, financial condition and results of operations. 

The Company may not be able to successfully identify and execute future acquisitions or 
dispositions, or to successfully manage the impacts of such transactions on its 
operations. 

Although there is no present intention to undertake any of the following transactions, material 
acquisitions, dispositions and other strategic transactions involve a number of risks, including: (i) 
potential disruption of the Company’s ongoing business; (ii) distraction of management; (iii) the 
Company may become more financially leveraged; (iv) the anticipated benefits and cost savings 
of those transactions may not be realized fully or at all or may take longer to realize than expected; 
(v) increasing the scope and complexity of the Company’s operations, and (vi) loss or reduction
of control over certain of the Company’s assets.

The presence of one or more material liabilities of an acquired company that are unknown to the 
Company at the time of acquisition could have a material adverse effect on the results of 
operations, business prospects and financial condition of the Company. A strategic transaction 
may result in a significant change the Company’s business, operations and strategy. In addition, 
the Company may encounter unforeseen obstacles or costs in implementing a strategic 
transaction or integrating any acquired business into the Company’s operations.

The Company may not be able to develop its products, which could prevent it from ever 
becoming profitable. 

If the Company cannot successfully develop, manufacture and distribute its products, or if the 
Company experiences difficulties in the development process, such as capacity constraints, 
quality control problems or other disruptions, the Company may not be able to develop market-
ready commercial products at acceptable costs, which would adversely affect the Company’s 
ability to effectively enter the market. A failure by the Company to achieve a low-cost structure 
through economies of scale or improvements in cultivation and manufacturing processes would 
have a material adverse effect on the Company’s commercialization plans and the Company’s 
business, prospects, results of operations and financial condition. 

The Company’s officers and directors control a large percentage of the Company’s issued 
and outstanding Common Shares and such officers and directors may have the ability to 
control matters affecting the Company and its business. 

The officers and directors of the Company currently own approximately 26.5% of the issued and 
outstanding Common Shares. The Company’s shareholders nominate and elect the Board of 
Directors, which generally can control the acquisition or disposition of the Company’s assets, and 
the future issuance of its Common Shares or other securities. Accordingly, for any matters with 
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respect to which a majority vote of the Common Shares may be required by law, the Company’s 
directors and officers may have the ability to control such matters. Because the directors and 
officers control a substantial portion of such Common Shares, investors may find it difficult or 
impossible to replace the Company’s directors if they disagree with the way the Company’s 
business is being operated. 

There is no assurance that the Company will turn a profit or generate immediate revenues. 

There is no assurance as to whether the Company will be profitable, earn revenues, or pay 
dividends. The Company has incurred and anticipates that it will continue to incur substantial 
expenses relating to the development and initial operations of its business. 

The payment and amount of any future dividends will depend upon, among other things, the 
Company’s results of operations, cash flow, financial condition, and operating and capital 
requirements. There is no assurance that future dividends will be paid, and, if dividends are paid, 
there is no assurance with respect to the amount of any such dividends. 

The Company may not be able to effectively manage its growth and operations, which 
could materially and adversely affect its business. 

If the Company implements it business plan as intended, it may in the future experience rapid 
growth and development in a relatively short period of time. The management of this growth will 
require, among other things, continued development of the Company’s financial and management 
controls and management information systems, stringent control of costs, the ability to attract and 
retain qualified management personnel and the training of new personnel. The Company intends 
to utilize outsourced resources, and hire additional personnel, to manage its expected growth and 
expansion. Failure to successfully manage its possible growth and development could have a 
material adverse effect on the Company’s business and the value of the Common Shares.

The Company may be subject to risks related to the protection and enforcement of its 
intellectual property rights, and may become subject to allegations that the Company is in 
violation of intellectual property rights of third parties. 

The ownership and protection of our intellectual property rights is a significant aspect of the 
Company’s future success. Currently we rely on trade secrets, technical know-how and 
proprietary information that are not protected by patents to maintain our competitive position. We 
try to protect such intellectual property by entering into confidentiality agreements with parties that 
have access to it, such as our partners, collaborators, employees and consultants. Any of these 
parties may breach these agreements and we may not have adequate remedies for any specific 
breach. In addition, our trade secrets and technical know-how, which are not protected by patents, 
may otherwise become known to or be independently developed by competitors, in which event 
our business, financial condition and results of operations could be materially adversely affected. 

Unauthorized parties may attempt to replicate or otherwise obtain and use the Company’s 
products, trade secrets, technical know-how and proprietary information. Policing the 
unauthorized use of the Company’s current or future intellectual property rights could be difficult, 
expensive, time-consuming and unpredictable, as may be enforcing these rights against 
unauthorized use by others. Identifying unauthorized use of intellectual property rights is difficult 
as the Company may be unable to effectively monitor and evaluate the products being distributed 
by its competitors, including parties such as unlicensed dispensaries, and the processes used to 
produce such products. In addition, in any infringement proceeding, some or all of the Company’s 
current or future trademarks, patents or other intellectual property rights or other proprietary know-
how, or arrangements or agreements seeking to protect the same for the benefit of the Company, 
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may be found invalid, unenforceable, anti-competitive or not infringed. An adverse result in any 
litigation or defence proceedings could put one or more of the Company’s current or future 
trademarks, patents or other intellectual property rights at risk of being invalidated or interpreted 
narrowly and could put existing intellectual property applications at risk of not being issued. Any 
or all of these events could materially and adversely affect the business, financial condition and 
results of operations of the Company. 

In addition, other parties may claim that the Company’s products infringe on their proprietary and 
perhaps patent protected rights. Such claims, if meritorious, may result in the expenditure of 
significant financial and managerial resources, legal fees, result in injunctions, temporary 
restraining orders and/or require the payment of damages. As well, the Company may need to 
obtain licenses from third parties who allege that the Company has infringed on their lawful rights. 
However, such licenses may not be available on terms acceptable to the Company or at all. In 
addition, the Company may not be able to obtain or utilize on terms that are favourable to it, or at 
all, licenses or other rights with respect to intellectual property that it does not own. 

The Company may be forced to litigate to defend its intellectual property rights, or to 
defend against claims by third parties against the Company relating to intellectual property 
rights. 

The Company may be forced to litigate to enforce or defend its intellectual property rights, to 
protect its trade secrets or to determine the validity and scope of other parties’ proprietary rights. 
Any such litigation could be very costly and could distract its management from focusing on 
operating the Company’s business. The existence and/or outcome of any such litigation could 
harm the Company’s business. Further, because the content of much of the Company’s 
intellectual property concerns cannabis and other activities that are not legal in some jurisdictions, 
the Company may face additional difficulties in defending its intellectual property rights. 

The Company may become subject to litigation, including for possible product liability 
claims, which may have a material adverse effect on the Company’s reputation, business, 
results from operations, and financial condition. 

The Company may be named as a defendant in a lawsuit or regulatory action. The Company may 
also incur uninsured losses for liabilities which arise in the ordinary course of business, or which 
are unforeseen, including, but not limited to, employment liability and business loss claims. Any 
such losses could have a material adverse effect on the Company’s business, results of 
operations, sales, cash flow or financial condition. 

Further, the administration of medical substances to humans can result in product liability claims 
by consumers. Product liability claims can be expensive, difficult to defend and may result in large 
judgments or settlements against the Company. The Company may not be able to obtain or 
maintain adequate insurance or other protection against potential liabilities arising from product 
sales. Product liability claims could also result in negative perception of the Company’s products 
or other reputational damage which could have a material adverse effect on the Company’s 
business, results of operations, sales, cash flow or financial condition. 

The Company’s operations are subject to environmental regulation in the various 
jurisdictions in which it operates. 

These regulations mandate, among other things, the maintenance of air and water quality 
standards and land reclamation. They also set forth limitations on the generation, transportation, 
storage and disposal of solid and hazardous waste. Environmental legislation is evolving in a 
manner which will require stricter standards and enforcement, increased fines and penalties for 
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non-compliance, more stringent environmental assessments of proposed projects and a 
heightened degree of responsibility for companies and their officers, directors and employees. 
There is no assurance that future changes in environmental regulation, if any, will not adversely 
affect the Company’s operations. 

Government environmental approvals and permits are currently, and may in the future be required 
in connection with the Company’s operations. To the extent such approvals are required and not 
obtained, the Company may be curtailed or prohibited from its proposed business activities or 
from proceeding with the development of its operations as currently proposed. 

Failure to comply with applicable environmental laws, regulations and permitting requirements 
may result in enforcement actions thereunder, including orders issued by regulatory or judicial 
authorities causing operations to cease or be curtailed, and may include corrective measures 
requiring capital expenditures, installation of additional equipment, or remedial actions. The 
Company may be required to compensate those suffering loss or damage due to its operations 
and may have civil or criminal fines or penalties imposed for violations of applicable laws or 
regulations. 

The Company faces competition from other companies where it will conduct business that 
may have higher capitalization, more experienced management or may be more mature as 
a business. 

The Company does and expects to continue to face intense competition from other Licensed 
Producers and companies, some of which can be expected to have longer operating histories and 
more financial resources, manufacturing and marketing experience than the Company. In 
addition, there is potential that the medical cannabis industry will undergo consolidation, creating 
larger companies with financial resources, manufacturing and marketing capabilities, and product 
offerings that are greater than those of the Company. As a result of this competition, the Company 
may be unable to maintain its operations or develop them as currently proposed on terms it 
considers acceptable or at all. Increased competition by larger, better-financed competitors with 
geographic advantages could materially and adversely affect the Company’s business, financial 
condition and results of operations. 

The number of licences granted and the number of Licensed Producers ultimately authorized by 
Health Canada could also have an impact on the operations of the Company. The Company 
expects to face additional competition from new market entrants that are granted licences under 
the ACMPR or existing licence holders which are not yet active in the industry. If a significant 
number of new licences are granted by Health Canada in the near term, the Company may 
experience increased competition for market share and may experience downward price pressure 
on its products as new entrants increase production. The Company also faces competition from 
illegal dispensaries and the black market that are unlicensed and unregulated, and that are selling 
cannabis and cannabis products, including products with higher concentrations of active 
ingredients, and using delivery methods, including edibles and extract vaporizers, that the 
Company is prohibited from offering to individuals as they are not currently permitted by the 
ACMPR. Any inability or unwillingness of law enforcement authorities to enforce existing laws 
prohibiting the unlicensed cultivation and sale of cannabis and cannabis-based products could 
result in the perpetuation of the black market for cannabis and/or have a material adverse effect 
on the perception of cannabis use. Any or all these events could have a material adverse effect 
on the Company’s business, financial condition and results of operations. 

If the number of users of cannabis for medical purposes in Canada increases, the demand for 
products will increase and the Company expects that competition will become more intense, as 
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current and future competitors begin to offer an increasing number of diversified products. To 
remain competitive, the Company will require a continued high level of investment in R&D, sales 
and patient support. The Company may not have sufficient resources to maintain R&D, sales and 
patient support efforts on a competitive basis which could have a material adverse effect on the 
Company’s business, financial condition and results of operations. 

Furthermore, several recommendations of the Task Force on Cannabis Legalization and 
Regulation including, but not limited to, permitting home cultivation and potentially easing barriers 
to entry into a Canadian recreational cannabis market, could materially and adversely affect the 
business, financial condition and results of operations of the Company. There is potential that the 
Company will face intense competition from other companies, some of which can be expected to 
have longer operating histories and more financial resources, manufacturing and marketing 
experience than the Company. Increased competition by larger and better financed competitors 
could materially and adversely affect the business, financial condition and results of operations of 
the Company. 

As well, the legal landscape for medical and recreational cannabis is changing internationally. 
More countries have passed laws that allow for the production and distribution of cannabis for 
medical purposes in some form or another. Increased international competition and limitations 
placed on the Company by Canadian regulations might lower the demand for the Company’s 
products on a global scale. 

If the Company is unable to attract and retain key personnel, it may not be able to compete 
effectively in the cannabis market. 

The Company’s success has depended and continues to depend upon its ability to attract and 
retain key management, including the Company’s acting CEO, technical experts and sales 
personnel. The Company will attempt to enhance its management and technical expertise by 
continuing to recruit qualified individuals who possess desired skills and experience in certain 
targeted areas. The Company’s inability to retain employees and attract and retain sufficient 
additional employees or engineering and technical support resources could have a material 
adverse effect on the Company’s business, results of operations, sales, cash flow or financial 
condition. Shortages in qualified personnel or the loss of key personnel could adversely affect the 
financial condition of the Company, results of operations of the business and could limit the 
Company’s ability to develop and market its cannabis-related products. The loss of any of the 
Company’s senior management or key employees could materially adversely affect the 
Company’s ability to execute our business plan and strategy, and the Company may not be able 
to find adequate replacements on a timely basis, or at all. The Company does not maintain key 
person life insurance policies on any of our employees. 

There is no assurance that the Company will obtain and retain any relevant licenses. 

Further, the Company’s ability to grow, store and sell cannabis in Canada is dependent on the 
ability of the Company to obtain a license to do so from Health Canada. The Company does not 
currently hold a license from Health Canada and there can be no assurance that the Company 
will receive such a license in a timely manner, or at all. The licenses, once issued, are subject to 
ongoing compliance and reporting requirements. Failure to comply with the requirements would 
have a material adverse impact on the business, financial condition and operating results of the 
Company. 

The size of the Company’s target market is difficult to quantify and investors will be reliant 
on their own estimates on the accuracy of market data. 
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Because the cannabis industry is in a nascent stage with uncertain boundaries, there is a lack of 
information about comparable companies available for potential investors to review in deciding 
about whether to invest in the Company and, few, if any, established companies whose business 
model the Company can follow or upon whose success the Company can build. Accordingly, 
investors will have to rely on their own estimates in deciding about whether to invest in the 
Company. There can be no assurance that the Company’s estimates are accurate or that the 
market size is sufficiently large for its business to grow as projected, which may negatively impact 
its financial results. The Company regularly purchases and follows market research. 

The Company may not be able to develop and maintain lasting relationships with 
consumers. 

The Company’s success depends on its ability to attract and retain customers. There are many 
factors which could impact the Company’s ability to attract and retain consumers, including but 
not limited to the Company’s brand awareness, its ability to continually produce desirable and 
effective cannabis products, the successful implementation of the Company’s consumer-
acquisition plan and the continued growth in the aggregate number of consumers purchasing 
cannabis products. The Company’s failure to acquire and retain consumers could have a material 
adverse effect on the Company’s business, financial condition and results of operations. 

The Company’s industry is experiencing rapid growth and consolidation that may cause 
the Company to lose key relationships and intensify competition. 

The cannabis industry is undergoing rapid growth and substantial change, which has resulted in 
an increase in competitors, consolidation and formation of strategic relationships. Acquisitions or 
other consolidating transactions could harm the Company in several ways, including by losing 
strategic partners if they are acquired by or enter into relationships with a competitor, losing 
customers, revenue and market share, or forcing the Company to expend greater resources to 
meet new or additional competitive threats, all of which could harm the Company’s operating 
results. As competitors enter the market and become increasingly sophisticated, competition in 
the Company’s industry may intensify and place downward pressure on prices for its products, 
which could negatively impact its profitability. 

The Company continues to sell shares for cash to fund operations, capital expansion, and 
mergers and acquisitions that will dilute the current shareholders. 

There is no guarantee that the Company will be able to achieve its business objectives. The 
continued development of the Company will require additional financing. The failure to raise such 
capital could result in the delay or indefinite postponement of current business objectives or the 
Company going out of business. There can be no assurance that additional capital or other types 
of financing will be available if needed or that, if available, the terms of such financing will be 
favourable to the Company. 

If additional funds are raised through issuances of equity or convertible debt securities, existing 
shareholders could suffer significant dilution, and any new equity securities issued could have 
rights, preferences and privileges superior to those of holders of Common Shares. The 
Company’s articles permit the issuance of an unlimited number of Common Shares, and 
shareholders will have no pre-emptive rights regarding such further issuance. The directors of the 
Company have discretion to determine the price and the terms of issue of further issuances. 
Moreover, additional Common Shares will be issued by the Company on the exercise of options 
and upon the exercise of outstanding warrants. In addition, from time to time, the Company may 
enter into transactions to acquire assets or the shares of other companies. These transactions 
may be financed wholly or partially with debt, which may temporarily increase the Company’s debt 
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levels above industry standards. Any debt financing secured in the future could involve restrictive 
covenants relating to capital raising activities and other financial and operational matters, which 
may make it more difficult for the Company to obtain additional capital and to pursue business 
opportunities, including potential acquisitions. The Company may require additional financing to 
fund its operations to the point where it is generating positive cash flows. Negative cash flow may 
restrict the Company’s ability to pursue its business objectives. 

If you purchase shares of our Common Shares in an offering, you will experience substantial and 
immediate dilution, because the price that you pay will be substantially greater than the net 
tangible book value per share of the Common Shares that you acquire. This dilution is due in 
large part to the fact that our earlier investors will have paid substantially less than a public offering 
price when they purchased their shares of our capital stock. 

The Company may not be able to secure adequate or reliable sources of funding required 
to operate its business and meet consumer demand for its products. 

There is no guarantee that the Company will be able to achieve its business objectives. The 
continued development of the Company may require additional financing. The failure to raise such 
capital could result in the delay or indefinite postponement of current business objectives or the 
Company ceasing to carry on business. There can be no assurance that additional capital or other 
types of financing will be available if needed or that, if available, the terms of such financing will 
be favourable to the Company. In addition, from time to time, the Company may enter into 
transactions to acquire assets or the shares of other corporations. These transactions may be 
financed wholly or partially with debt, which may increase the Company’s debt levels above 
industry standards. Any debt financing secured in the future could involve restrictive covenants 
relating to capital raising activities and other financial and operational matters, which may make 
it more difficult for the Company to obtain additional capital and to pursue business opportunities, 
including potential acquisitions. Debt financings may also contain provisions which, if breached, 
may entitle lenders or their agents to accelerate repayment of loans and/or realize upon security 
over the assets of the Company, and there is no assurance that the Company would be able to 
repay such loans in such an event or prevent the enforcement of security granted pursuant to 
such debt financing. 

The Company currently has insurance coverage; however, because the Company operates 
within the cannabis industry, there are additional difficulties and complexities associated 
with such insurance coverage. 

The Company believes that it has insurance coverage with respect to workers’ compensation, 
general liability, directors’ and officers’ insurance, fire and other similar policies customarily 
obtained for businesses to the extent commercially appropriate; however, because the Company 
is engaged in and operates within the cannabis industry, there are exclusions and additional 
difficulties and complexities associated with such insurance coverage that could cause the 
Company to suffer uninsured losses, which could adversely affect the Company’s business, 
results of operations, and profitability. There is no assurance that the Company will be able to 
fully utilize such insurance coverage, if necessary. 

The cultivation of cannabis includes risks inherent in an agricultural business including 
the risk of crop loss, sudden changes in environmental conditions, equipment failure, 
product recalls and others. 

The Company’s future business involves the growing of medical marijuana, an agricultural 
product. Such business will be subject to the risks inherent in the agricultural business, such as 
insects, plant diseases and similar agricultural risks. Although the Company expects that any such 
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growing will be completed indoors under climate controlled conditions, there can be no assurance 
that natural elements will not have a material adverse effect on any such future production. 

The Company is reliant on a single location. Adverse changes affecting the Powell River, 
British Columbia development project could materially affect the Company’s plans. 

To date, the Company’s activities and resources have been primarily focused on the premises in 
Powell River, British Columbia with future development plans in Fredericton, New Brunswick with 
undefined timetables. The Company expects to continue the focus on the Powell River, British 
Columbia for the foreseeable future. Adverse changes or developments affecting the existing 
facility and location could have a material and adverse effect on the Company’s ability to continue 
producing medical marijuana, its business, financial condition and prospects. 

The cultivation of cannabis involves a reliance on third party transportation which could 
result in supply delays, reliability of delivery and other related risks. 

In order for customers of the Company to receive their product, the Company will rely on third 
party transportation services. This can cause logistical problems with and delays in patients 
obtaining their orders and cannot be directly controlled by the Company. Any delay by third party 
transportation services may adversely affect the Company’s financial performance. 

Moreover, security of the product during transportation to and from the Company’s facilities is 
critical due to the nature of the product. A breach of security during transport could have material 
adverse effects on the Company’s business, financials and prospects. Any such breach could 
impact the Company’s future ability to continue operating under its licenses or the prospect of 
renewing its licenses. 

The Company may be subject to product recalls for product defects self-imposed or 
imposed by regulators. 

Manufacturers and distributors of products are sometimes subject to the recall or return of their 
products for a variety of reasons, including product defects, such as contamination, unintended 
harmful side effects or interactions with other substances, packaging safety and inadequate or 
inaccurate labelling disclosure. If any of the Company’s products are recalled due to an alleged 
product defect or for any other reason, the Company could be required to incur the unexpected 
expense of the recall and any legal proceedings that might arise regarding the recall. The 
Company may lose a significant amount of sales and may not be able to replace those sales at 
an acceptable margin or at all. In addition, a product recall may require significant management 
attention. Although the Company has detailed procedures in place for testing its products, there 
can be no assurance that any quality, potency or contamination problems will be detected in time 
to avoid unforeseen product recalls, regulatory action or lawsuits. Additionally, if one of the 
Company significant brands were subject to recall, the image of that brand and the Company 
could be harmed. A recall for any of the foregoing reasons could lead to decreased demand for 
the Company’s products and could have a material adverse effect on the results of operations 
and financial condition of the Company. Additionally, product recalls may lead to increased 
scrutiny of the Company’s operations by Health Canada or other regulatory agencies, requiring 
further management attention and potential legal fees and other expenses. 

The Company is reliant on key inputs, such as water and utilities, and any interruption of 
these services could have a material adverse effect on the Company’s finances and 
operation results. 
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The Company’s business is dependent on several key inputs and their related costs including raw 
materials and supplies related to its growing operations, as well as electricity, water and other 
local utilities. Any significant interruption or negative change in the availability or economics of the 
supply chain for key inputs could materially impact the business, financial condition and operating 
results of the Company. Any inability to secure required supplies and services or to do so on 
appropriate terms could have a materially adverse impact on the business, financial condition and 
operating results of the Company. 

The expansion of the medical cannabis industry may require new clinical research into 
effective medical therapies, when such research is new to Canada. 

Research in Canada, the U.S. and internationally regarding the medical benefits, viability, safety, 
efficacy, dosing and social acceptance of cannabis or isolated cannabinoids (such as CBD and 
THC) remains in early stages. There have been relatively few clinical trials on the benefits of 
cannabis or isolated cannabinoids (such as CBD and THC). Although the Company believes that 
the articles, reports and studies support its beliefs regarding the medical benefits, viability, safety, 
efficacy, dosing and social acceptance of cannabis, future research and clinical trials may prove 
such statements to be incorrect, or could raise concerns regarding, and perceptions relating to, 
cannabis. Given these risks, uncertainties and assumptions, investors should not place undue 
reliance on such articles and reports. Future research studies and clinical trials may draw 
opposing conclusions to those stated herein or reach negative conclusions regarding the medical 
benefits, viability, safety, efficacy, dosing, social acceptance or other facts and perceptions related 
to medical cannabis, which could have a material adverse effect on the demand for the 
Company’s products with the potential to lead to a material adverse effect on the Company’s 
business, financial condition and results of operations. 

Under Canadian regulations, an LP of cannabis may have restrictions on the type and form 
of marketing it can undertake which could materially impact sales performance. 

The development of the Company’s future business and operating results may be hindered by 
applicable restrictions on sales and marketing activities imposed by Health Canada. The 
regulatory environment in Canada limits the Company’s ability to compete for market share in a 
manner similar to other industries. If the Company is unable to effectively market its products and 
compete for market share, or if the costs of compliance with government legislation and regulation 
cannot be absorbed through increased selling prices for its products, the Company’s sales and 
operating results could be adversely affected. 

The Company could be liable for fraudulent or illegal activity by its employees, contractors 
and consultants resulting in significant financial losses to claims against the Company. 

The Company is exposed to the risk that its employees, independent contractors and consultants 
may engage in fraudulent or other illegal activity. Misconduct by these parties could include 
intentional, reckless and/or negligent conduct or disclosure of unauthorized activities to the 
Company that violates: (i) government regulations; (ii) manufacturing standards; (iii) federal and 
provincial healthcare fraud and abuse laws and regulations; or (iv) laws that require the true, 
complete and accurate reporting of financial information or data. It is not always possible for the 
Company to identify and deter misconduct by its employees and other third parties, and the 
precautions taken by the Company to detect and prevent this activity may not be effective in 
controlling unknown or unmanaged risks or losses or in protecting the Company from 
governmental investigations or other actions or lawsuits stemming from a failure to follow such 
laws or regulations. If any such actions are instituted against the Company, and it is not successful 
in defending itself or asserting its rights, those actions could have a significant impact on our 
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business, including the imposition of civil, criminal and administrative penalties, damages, 
monetary fines, contractual damages, reputational harm, diminished profits and future earnings, 
and curtailment of the Company’s operations, any of which could have a material adverse effect 
on the Company’s business, financial condition and results of operations. 

The Company will be reliant on information technology systems and may be subject to 
damaging cyber-attacks. 

The Company has and will continue to enter into agreements with third parties for hardware, 
software, telecommunications and other information technology (“IT”) services regarding its 
operations. The Company’s operations depend, in part, on how well it and its suppliers protect 
networks, equipment, IT systems and software against damage from many threats, including, but 
not limited to, cable cuts, damage to physical plants, natural disasters, intentional damage and 
destruction, fire, power loss, hacking, computer viruses, vandalism and theft. The Company’s 
operations also depend on the timely maintenance, upgrade and replacement of networks, 
equipment, IT systems and software, as well as pre-emptive expenses to mitigate the risks of 
failures. Any of these and other events could result in information system failures, delays and/or 
increase in capital expenses. The failure of information systems or a component of information 
systems could, depending on the nature of any such failure, adversely impact the Company’s 
reputation and results of operations. 

The Company has not experienced any material losses to date relating to cyber-attacks or other 
information security breaches, but there can be no assurance that the Company will not incur 
such losses in the future. The Company’s risk and exposure to these matters cannot be fully 
mitigated because of, among other things, the evolving nature of these threats. As a result, cyber 
security and the continued development and enhancement of controls, processes and practices 
designed to protect systems, computers, software, data and networks from attack, damage or 
unauthorized access is a priority. As cyber threats continue to evolve, the Company may be 
required to expend additional resources to continue to modify or enhance protective measures or 
to investigate and remediate any security vulnerabilities. 

The Company may be subject to breaches of security at its facilities, or in respect of 
electronic documents and data storage and may face risks related to breaches of 
applicable privacy laws. 

Given the nature of the Company’s product and its lack of legal availability outside of channels 
approved by the Government of Canada, as well as the concentration of inventory in its facilities, 
despite meeting or exceeding Health Canada’s security requirements, there remains a risk of 
shrinkage as well as theft. A security breach at one of the Company’s facilities could expose the 
Company to additional liability and to potentially costly litigation, increase expenses relating to the 
resolution and future prevention of these breaches and may deter potential customers from 
choosing the Company’s products. 

In addition, the Company may collect and store personal information about its customers and is 
responsible for protecting that information from privacy breaches. A privacy breach may occur 
through procedural or process failure, information technology malfunction, or deliberate 
unauthorized intrusions. Theft of data for competitive purposes, particularly patient lists and 
preferences, is an ongoing risk whether perpetrated via employee collusion or negligence or 
through deliberate cyber-attack. Any such theft or privacy breach would have a material adverse 
effect on the Company’s business, financial condition and results of operations. 

In addition, there are several federal and provincial laws protecting the confidentiality of certain 
patient health information, including patient records, and restricting the use and disclosure of that 



- 21 -

protected information. The privacy rules under the Personal Information Protection and 
Electronics Documents Act (Canada) (“PIPEDA”), protect medical records and other personal 
health information by limiting their use and disclosure of health information to the minimum level 
reasonably necessary to accomplish the intended purpose. If the Company was found to be in 
violation of the privacy or security rules under PIPEDA or other laws protecting the confidentiality 
of patient health information, it could be subject to sanctions and civil or criminal penalties, which 
could increase its liabilities, harm its reputation and have a material adverse effect on the 
business, results of operations and financial condition of the Company. 

The Company’s officers and directors may be engaged in a range of business activities 
resulting in conflicts of interest. 

The Company may be subject to various potential conflicts of interest because some of its officers 
and directors may be engaged in a range of business activities. In addition, the Company’s 
executive officers and directors may devote time to their outside business interests, so long as 
such activities do not materially or adversely interfere with their duties to the Company. In some 
cases, the Company’s executive officers and directors may have fiduciary obligations associated 
with these business interests that interfere with their ability to devote time to the Company’s 
business and affairs and that could adversely affect the Company’s operations. These business 
interests could require significant time and attention of the Company’s executive officers and 
directors. 

In addition, the Company may also become involved in other transactions which conflict with the 
interests of its directors and the officers who may from time to time deal with persons, firms, 
institutions or companies with which the Company may be dealing, or which may be seeking 
investments like those desired by it. The interests of these persons could conflict with those of 
the Company. In addition, from time to time, these persons may be competing with the Company 
for available investment opportunities. Conflicts of interest, if any, will be subject to the procedures 
and remedies provided under applicable laws. In particular, if such a conflict of interest arises at 
a meeting of the Company’s directors, a director who has such a conflict will abstain from voting 
for or against the approval of such participation or such terms. In accordance with applicable laws, 
the directors of the Company are required to act honestly, in good faith and in the best interests 
of the Company. 

Management may not be able to successfully implement adequate internal controls over 
financial reporting. 

Proper systems of internal controls over financial accounting and disclosure are critical to the 
operation of a public company. However, the Company does not expect that its DCP and ICFR 
will prevent all error and all fraud. A control system, no matter how well designed and operated, 
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. Because of the 
inherent limitations in all control systems, no evaluation of controls can provide absolute 
assurance that all control issues and instances of fraud, if any, have been detected. 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. If the Company cannot provide reliable 
financial reports or prevent fraud, its reputation and operating results could be materially 
adversely affected, which could cause investors to lose confidence in the Company’s reported 
financial information, which in turn could result in a reduction in the value of the Common Shares. 
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The Company, or the medical cannabis industry more generally, may receive unfavourable 
publicity or become subject to negative consumer perception. 

The Company believes the medical cannabis industry is highly dependent upon consumer 
perception regarding the medical benefits, safety, efficacy and quality of the cannabis distributed 
for medical purposes to such consumers. Consumer perception of the Company’s products can 
be significantly influenced by scientific research or findings, regulatory investigations, litigation, 
political statements both in Canada and in other countries, media attention and other publicity (if 
accurate or with merit) regarding the consumption of cannabis products for medical purposes, 
including unexpected safety or efficacy concerns arising with respect to the products of the 
Company or its competitors. There can be no assurance that future scientific research, findings, 
regulatory proceedings, litigation, media attention or other research findings or publicity will be 
favourable to the medical cannabis market or any product, or consistent with earlier publicity. 
Future research reports, findings, regulatory proceedings, litigation, media attention or other 
publicity that are perceived as less favourable than, or that question, earlier research reports, 
findings or publicity could have a material adverse effect on the demand for the Company’s 
products and the business, results of operations and financial condition of the Company. The 
Company’s dependence upon consumer perceptions means that adverse scientific research 
reports, findings, regulatory proceedings, litigation, media attention or other publicity (if accurate 
or with merit), could have an adverse effect on any demand for the Company’s products which 
could have a material adverse effect on the Company’s business, financial condition and results 
of operations. Further, adverse publicity reports or other media attention regarding the safety, 
efficacy and quality of cannabis for medical purposes in general, or the Company’s products 
specifically, or associating the consumption of cannabis with illness or other negative effects or 
events, could have such a material adverse effect. Such adverse publicity reports or other media 
attention could arise even if the adverse effects associated with such products resulted from 
consumers’ failure to consume such products legally, appropriately or as directed. 

Financial Instruments and Other Transfers 

The Company’s financial instruments consist of cash, short term investments, accounts payable 
and accrued liabilities and due to related parties. The fair value of cash, accounts payable and 
accrued liabilities, and due to related parties are equal to their carrying value due to their short-
term maturity. Unless otherwise noted, it is management’s opinion that the Company is not 
exposed to significant interest, currency or credit risks arising from these financial instruments. 

Off-Balance Sheet Arrangements 

Currently, the facility leased by the Company from the City of Powell River represents an 
Operating Lease for the purposes of accounting classification, and the resulting rent expense 
represents a form of off-balance sheet financing for the purposes of accounting under IFRS.   

The Company has plans to purchase the Facility for market-value in the near-term from the City 
of Powell River however, as of the date of the Financial Statements and MD&A, the details of 
this arrangement have not been finalized with the City.   

Investor Relations 

The Company has not entered into any investor relations contracts. Primarily, all investor relation 
activity is carried out by the directors and officers of the Company. 
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Critical Accounting Estimates 

The preparation of financial statements in conformity with IFRS requires management to make 
judgments, estimates, and assumptions that affect the application of accounting policies and the 
reported amounts of assets, liabilities, income and expenses, and related disclosure.   

Judgment is used mainly in determining how a balance or transaction should be recognized in 
the financial statements. Estimates and assumptions are used mainly in determining the 
measurement of recognized transactions and balances. Actual results may differ from these 
estimates.   

Significant areas where management’s estimates and judgments have been applied include: 

Judgments 

i) Going concern
Management has applied judgements in the assessment of the Company's ability to continue
as a going concern when preparing the financial statements. Management prepares the
financial statements on a going concern basis unless management either intends to liquidate
the entity or to cease trading, or has no realistic alternative but to do so. In assessing whether
the going concern assumption is appropriate, management considers all available
information about the future, which is at least, but is not limited to, twelve months from the
end of the reporting period. The assessment of the Company’s ability to execute its strategy
and finance the operations by obtaining additional funding through debt or equity financing
involves judgments.

Estimates 

i) Share-based payments
The Company uses the fair value method of valuing compensation expense associated with
the Company’s share-based compensation plan.  Estimating fair value requires determining
the most appropriate valuation model for a grant of equity instruments, which is dependent
on the terms and conditions of the grant. Option-pricing models require the use of highly
subjective estimates and assumptions including the expected stock price volatility and
expected life of options.  Changes in the underlying assumptions can materially affect the fair
value estimates and, therefore, existing models do not necessarily provide reliable
measurement of the fair value of the Company’s stock options.

ii) Deferred taxes
Accounting for income taxes is a complex process requiring management to interpret
frequently changing laws and regulations and make judgments relating to the application of
tax law, the estimated timing of temporary difference reversals, and the estimated realization
of tax assets. The Company recognizes the deferred tax benefit related to deferred tax assets
to the extent recovery is probable. Assessing the recoverability of deferred tax assets
requires management to make significant estimates of future taxable profit.

Judgment, estimates and assumptions are continually evaluated and are based on historical
experience and other factors including expectations of future events that are believed to be
reasonable under the circumstances. Revisions to accounting estimates are recognized in
the period in which the estimates are revised and in any future periods affected.
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New Accounting Standards and Interpretations Not Yet Adopted 

Standards issued but not yet effective up to the date of issuance of the Company’s financial 
statements are listed below. This listing is of standards and interpretations issued, which the 
Company reasonably expects to be applicable at a future date. The Company intends to adopt 
those standards when they become effective. The Company does not expect the impact of such 
changes on the financial statements to be material. 

IFRS 9 ‘Financial Instruments: Classification and Measurement’ – effective for annual 
periods beginning on or after January 1, 2018, with early adoption permitted, introduces 
new requirements for the classification and measurement of financial instruments. 

IFRS 16 ‘Leases’ – effective for annual periods beginning on or after January 1, 2019, with 
early adoption permitted, only if the entity is also applying IFRS 15, Revenue from 
Contracts with Customers.  The standard provides a single lessee accounting model, 
requiring lessees to recognize assets and liabilities for all leases, unless the lease term is 
12 months or less, or the underlying asset has a low value. 

IFRS 15 ‘Revenue from Contracts with Customers’ – effective for annual periods 
beginning on or after January 1, 2018. The standard specifies how and when to recognize 
revenue and enhances relevant disclosures to be applied to all contracts with customers, 
except for contracts that are within the scope of the standards on leases, insurance 
contracts and financial instruments.  

Other MD&A Requirements 

As specified by National Instrument 51-102, the Company advises readers of this MD&A that 
additional important information about the Company is available on the SEDAR website – 
www.sedar.com. 

The Company’s acting President & Chief Executive Officer (CEO) and acting Chief Financial 
Officer (CFO) are responsible for establishing and maintaining disclosure controls and procedures 
and internal controls over financial reporting by the Company. 

Outstanding Share Data 

The authorized share capital of the Company consists of an unlimited number of common shares. 
The Company had 244,545,589 common shares issued and outstanding as at January 31, 2018. 

The following table sets out the number of share purchase warrants issued and outstanding as 
at January 31, 2018: 

Number of 
Warrants

Weighted Average 
Exercise Price Expiry Date

Balance, January 31, 2016 - - - 
Issued during the year: 3,000,000 $0.06 January 27, 2019 
Balance, January 31, 2017 3,000,000 $0.06 

Issued during the year:        14,993,268 $0.16 
December 19, 2019, 

October 20, 2020  
Balance, January 31, 2018        17,993,268 $0.14 
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The following table sets out the number of stock options granted as at January 31, 2018: 

Number of 
Options 

Outstanding

Number of 
Options 

Exercisable 

Weighted 
Average 

Exercise Price
Balance, January 31, 2017 and 2016 - - - 
Options granted during the year: 7,000,000 3,250,000 0.17 
Balance, January 31, 2018 7,000,000 3,250,000 0.17 

Holder Number of Options Exercise Price Expiry Date 

City of Powell River 1,000,000 $0.10 
24 months from the date 

of the Occupancy 
Permit1

Total: 1,000,000

Notes: 
(1) Pursuant to the memorandum of understanding between the Company and the City of Powell River, the City of Powell
River will be granted an option to purchase up to 1,000,000 common shares of the Company at an exercise price of $0.10 per
share for a period of 24 months from the date the Occupancy Permit is issued. The Occupancy Permit is to be issued by the
City of Powell River upon Health Canada issuing the Cultivation Licence to the Company.
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SANTE VERITAS THERAPEUTICS INC.

Management Discussion and Analysis

The following Management Discussion and Analysis (“MD&A”) should be read in conjunction with 
Sante Veritas Therapeutics Inc.’s (the “Company”) financial statements and notes for the year 
ended January 31, 2017 (“FY17”) and for the nine months ended October 31, 2017 (“Q3FY18”, 
and together with FY17, the “Financial Statements”). The Financial Statements, together with 
this MD&A, are intended to provide investors with a reasonable basis for assessing the financial 
performance of the Company as well as forward-looking statements relating to future 
performance. The consolidated financial statements are prepared in accordance with 
International Financial Reporting Standards (“IFRS”).

This MD&A contains disclosure of material changes occurring up to and including October 31, 
2017.

Forward-Looking Statements

This MD&A contains certain information that may constitute “forward-looking information” and 
“forward-looking statements” (collectively, “forward-looking statements”) which are based upon 
the Company’s current internal expectations, estimates, projections, assumptions and beliefs.
Such statements can be identified by the use of forward-looking terminology such as "expect," 
“likely”, "may," "will," "should," "intend," or "anticipate", “potential”, “proposed”, “estimate” and 
other similar words, including negative and grammatical variations thereof, or statements that 
certain events or conditions “may” or “will” happen, or by discussions of strategy. Forward-looking 
statements include estimates, plans, expectations, opinions, forecasts, projections, targets, 
guidance, or other statements that are not statements of fact. The forward-looking statements 
included in this MD&A are made only as of the date of this MD&A. Forward-looking statements in 
this MD&A include, but are not limited to, statements with respect to:

• licensing risks;

• regulatory risks;

• change in laws, regulations and guidelines;

• market risks;

• expansion of facility;

• risks inherent in an agricultural business;

• history of net losses; and

• competition.

Certain of the forward-looking statements and forward-looking information and other information 
contained herein concerning the medical cannabis industry and the general expectations of the 
Company concerning the medical cannabis industry and concerning the Company are based on 
estimates prepared by the Company using data from publicly available governmental sources as 
well as from market research and industry analysis and on assumptions based on data and 
knowledge of this industry which the Company believe to be reasonable. While the Company is 
not aware of any misstatement regarding any industry or government data presented herein, the 
medical cannabis industry involves risks and uncertainties that are subject to change based on 
various factors and the Company has not independently verified such third party information.
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Although the Company believes that the expectations reflected in such forward-looking 
statements are reasonable, it can give no assurance that such expectations will prove to have 
been correct. The Company’s forward-looking statements are expressly qualified in their entirety 
by this cautionary statement. In particular, but without limiting the foregoing, disclosure in this 
MD&A under “Overview of the Company’s Medical Cannabis Business” as well as statements 
regarding the Company’s objectives, plans and goals, including future operating results, economic 
performance and patient acquisition efforts may make reference to or involve forward-looking 
statements. A number of factors could cause actual events, performance or results to differ 
materially from what is projected in the forward-looking statements. See “Risk Factors” for further 
details. The purpose of forward-looking statements is to provide the reader with a description of 
management’s expectations, and such forward-looking statements may not be appropriate for 
any other purpose. You should not place undue reliance on forward-looking statements contained 
in this MD&A. The Company undertakes no obligation to update or revise any forward-looking 
statements, whether as a result of new information, future events or otherwise, except as required 
by applicable law.

Overview of the Company’s Medical Cannabis Business

The Company is incorporated under the Business Corporations Act (British Columbia). The 
Company is focused on developing its business in the emerging cannabis market, with a specific 
focus on the wholesale sector of the medical cannabis market in Canada. At present, the 
Company is a late-stage applicant for a licence to cultivate and sell cannabis (the “Licence’) and
become a licensed producer of cannabis (“LP”) pursuant to the Access to Cannabis for Medical 
Purposes Regulations (“ACMPR”).

On August 13, 2013, the Company submitted to Health Canada an Application to Become a 
Licensed Producer (the “Application”) under the Marihuana for Medical Purposes Regulations 
(“MMPR”). On May 30, 2017, the Company received a Confirmation of Readiness for a Licence 
under the ACMPR from Health Canada to proceed with conversion of the vacant Catalyst Paper 
office building into a cannabis cultivation facility. The Company plans to become fully operational 
in the cultivation and sale of adult cannabis, subject to the following anticipated occurrences: (i) 
receipt by the Company of a licence to produce from Health Canada (the “Cultivation Licence”)
permitting the Company to begin cultivation at the Powell River Facility, anticipated in early 2018 
upon successful attestation by Health Canada of the Company’s Facility; (ii) receipt by the 
Company of Health Canada’s final approval permitting the Company to begin selling harvests 
grown at the Powell River Facility (the “Sales Licence”), anticipated in June 2018 upon successful 
pre-sale inspection by Health Canada; and (iii) Bill C-45, the Cannabis Act (Canada) obtaining 
royal assent by July 1, 2018.

The Company’s primary asset is its $8.3M, 32,500SF indoor facility (10,500SF for cultivation) 
currently under construction and renovation in Powell River, British Columbia (the “Powell River 
Facility”). Upon the successful completion and start-up of Phase I of the Powell River Facility, 
anticipated in July 2018, the Company plans to begin construction of its first modular indoor 
facility, Phase II(a). The Company anticipates that Phase II(a) will expand the Powell River Facility 
by a 2 x 25,000SF stacked modular indoor facility (37,500SF of cultivation space) in 2018 and 
that Phase II(b) will expand the Powell River Facility by an additional 2 x 50,000SF stacked 
modular indoor facility (75,000SF of cultivation space) in 2019, bringing the total space at the 
Powell River Facility to 182,500SF (123,000SF of cultivation space) by 2020. The Company 
anticipates that its modular facilities will allow for a 12-week delivery and construction schedule 
and will take one to two weeks to become operational. Modular facilities deliver market-leading 
ROI, are the most cost-efficient indoor grow model in the cannabis industry, offer turnkey 
functionality, deliver the largest pesticide-free yields in the industry, and represent minimal 
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construction or retrofit time and cost. As a result, the Company believes it is uniquely positioned 
to produce large quantities of high quality, low cost cannabis.

The Company also plans to build the first 100,00SF of a modular indoor cultivation facility in 
Fredericton, New Brunswick (the “Proposed NB Facility”) in 2018. If built, the Company plans to 
expand the Proposed NB Facility by 200,000SF of modular indoor cultivation space in 2019 and 
by 300,000SF of modular indoor cultivation space in 2020, bringing the total modular indoor
cultivation space at the Proposed NB Facility to 600,000SF by 2021.

Simultaneously, the Company plans to enhance the value of its harvests by starting to extract oils 
from its crops for sale to other LPs in 2018 and in 2019. The Company anticipates that this will 
further increase the value of its crops by differentiating its products by strains and by features. If
the Company becomes a LP, it will be one of the few companies focused primarily on the 
Business-To-Business (“B2B”) marketplace, supplying bulk cannabis to other legal producers of 
cannabis. Management believes the B2B business model offers stable revenue growth via termed 
sales contracts while reducing the risk of competition at the point of retail sales.
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Highlights from 2017

$6.5M Private Placement

In January 2017, the Company raised capital for construction and operations by way of a non-
brokered private placement. The Company issued 108,333,323 common shares for aggregate 
cash consideration of $6,500,000.

Receipt of Confirmation of Readiness for a Licence under the ACMPR from Health Canada

On June 10, 2016 the Company received a Confirmation of Readiness for a Final Inspection of 
the Powell River Facility. On May 30, 2017 the Company received a Confirmation of Readiness 
for a Licence under the ACMPR (the “Confirmation”) from Health Canada, subject to confirmation 
of the Company’s compliance with all relevant provisions of the ACMPR and the Directive on 
Physical Security Requirements for Controlled Substances (licensed Dealers Security 
Requirements for the Storage of Controlled Substances) (Canada) (the “Security Directive”).

Lease Agreement (as amended) with the City of Powell River

On November 15, 2016, the Company agreed to lease the Premises (as defined in the Lease 
Agreement) from the City of Powell River for a term of 10 years with an option to renew for an 
additional 10 years for rent equal to $15,000 per month (the “Lease Agreement”). The Lease 
Agreement provided the Company with the option to purchase the Premises subject to the 
Company’s receipt of LP status from Health Canada and the Company not defaulting on any of 
its obligations under the Lease Agreement.

On July 7, 2017, the Company executed the Amendment to the Lease Agreement. Pursuant to 
the Amendment, the Company’s receipt of a Sales Licence will trigger a binding obligation for the 
Company to purchase the Premises from the City of Powell River with a set closing date of 45 
days after the Company receives the Sales Licence.

Construction of the Powell River Facility

The Company commenced construction of the Powell River Facility in June 2017.

As at October 31, 2017, the Company had completed approximately 60% of Phase I of the Powell 
River Facility. As at January 31, 2018 the Company had completed more than 90% of Phase I. 
The Company expects to complete construction of Phase I in February 2018 at an approximate 
total cost of $8.3M.

Moving the Company’s Headquarters to Toronto, Ontario

In August of 2017, the Company moved its headquarters to Toronto, Ontario. By doing so, the 
Company gained proximity to capital markets, stock exchanges, and a hub for international 
business opportunities. The move also afforded the Company access to the broadest and deepest 
range of business talent and advisors.

Negotiations with the Municipality of Fredericton, New Brunswick

Since September 10, 2017 the Company has been actively negotiating the terms of building the 
Proposed NB Facility with the municipality of Fredericton, New Brunswick. As of the date of this 
MD&A, negotiations are ongoing and active.
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$15.8M Brokered Private Placement led by Canaccord Genuity Corp.

On December 19, 2017, the Company raised additional capital for construction of the Powell River 
Facility and for general working capital by way of a private placement (the “December 2017 
Private Placement”). The December 2017 Private Placement consisted of a brokered component 
pursuant to an agency agreement dated December 19, 2017 between the Company and 
Canaccord Genuity Corp., PowerOne Capital Markets Limited and Gravitas Securities Inc. and a 
non-brokered component. The Company issued 52,942,355 common shares for cash 
consideration of approximately $15.8M in the December 2017 Private Placement.

Licensing Status

On August 13, 2013, the Company submitted the Application to Health Canada. On May 30, 2017, 
the Company received a Confirmation of Readiness for a Licence under the ACMPR from Health 
Canada, confirming that Health Canada had completed the paper-based review of the Application 
and that a Licence would be granted once the Company demonstrated compliance with all of the 
relevant provisions of the ACMPR and the Security Directive.

The Company plans become fully operational in the cultivation and sale of adult cannabis, subject 
to the following anticipated occurrences: (i) receipt by the Company of a Cultivation Licence 
permitting the Company to begin cultivation at the Powell River Facility, anticipated in early 2018 
upon successful attestation by Health Canada of the Company’s Facility; (ii) receipt by the 
Company of a Sales Licence permitting the Company to begin selling harvests produced at the 
Powell River Facility, anticipated in June 2018 upon successful pre-sale inspection by Health 
Canada.

The Powell River Facility

The Company is currently finalizing the renovation of the 32,500SF Powell River Facility
(10,500SF of cultivation space), which is expected to be covered by the Licence. The Powell River 
Facility is occupied pursuant to the Lease Agreement. The Lease Agreement permits the 
Company to use the lands and building comprising the Powell River Facility for the production of 
medical cannabis to the extent permitted by all laws and in keeping with the standards of Health 
Canada. As of the date of this MD&A, the Lease Agreement is in good standing.

The Powell River Facility is a modern, fully operational facility that is being built out in three 
phases, with each phase capitalizing on the insights and elements of the latest agricultural 
industry improvements in cultivation methodology, facility control and irrigation system design. 
The 32,500SF Powell River Facility is expected to be utilized as an indoor cultivation facility and, 
upon full build-out completion of Phases II(a) and II(b), the Powell River Facility will encompass 
a total of 182,500SF (123,000SF of cultivation space) across a number of buildings.

Management believes that the remainder of the Powell River Facility can be built-out by 2020.
Subject to Health Canada approval, the Company anticipates that it will gradually commission 
Phase II(a) as construction progresses in 2018, and gradually commission Phase II(b) as 
construction progresses in 2019. However, the actual timing thereof will be determined by 
management based on demand for the Company’s cannabis-based products and depending on 
whether the Company receives a Licence to produce and sell cannabis under the ACMPR in 
respect of such facility. While management believes that the production practices it will employ at 
the Powell River Facility will meet or exceed the requirements of Health Canada and the ACMPR, 
no assurance can be provided that the Company will be able to obtain the Licence or that the 
completion of the remaining phases of the build-out of the Powell River Facility will be completed 
on time or on budget, or at all. See “Risk Factors”.
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Phase II – The Modular Advantage

Phase II of the Powell River Facility will be built-out in two phases, Phase II(a) and Phase II(b). 
Phase II will be constructed as a modular indoor cultivation facility, allowing for a 12-week delivery 
and construction schedule and will take one to two weeks to become operational. Modular 
facilities deliver market-leading ROI, are the most cost-efficient indoor grow model in the cannabis 
industry, offer turnkey functionality, deliver the largest pesticide-free yields in the industry, and 
represent minimal construction or retrofit time and cost. Phase II(a) represents approximately 
50,000SF on two levels of dedicated modular cultivation space and is expected to be operational 
in 2019. Phase II(b) represents approximately 100,000SF on two levels of dedicated modular 
indoor cultivation space and construction is targeted for 2020.

The Proposed NB Facility

Since September 10, 2017 the Company has been negotiating the terms of building the 
Proposed NB Facility with the municipality of Fredericton, New Brunswick. As of the date of this 
Listing Statement, negotiations are ongoing.

The Company plans to conclude negotiations in early 2018 and plans to begin construction on 
the first 100,000SF of modular indoor cultivation space at the Proposed NB Facility in 2018. If 
completed, the Company plans to expand the Proposed NB Facility by 200,000SF of modular 
indoor cultivation space in 2019 and by 300,000SF of modular indoor cultivation space in 2020, 
bringing the total modular indoor cultivation space at the Proposed NB Facility to 600,000SF by 
2021.

The municipality of Fredericton has put forward inducements with respect to the purchase price 
of the property, training and wage benefits, taxation, and power. The location of the Proposed NB 
Facility would provide the Company with ready access to labour, research, a university, and the 
main Fredericton LCBO which the management of the Company anticipates will be a central hub 
for the distribution and sale of cannabis in New Brunswick.

Result of Operations

From incorporation in 2012 to 2016, the Company issued 5,995,000 common shares for cash 
consideration of $752,512. During that same period, the Company incurred expenses of $682,127 
to prepare, file, and amend the Application, otherwise maintain the corporation, and fund deferred 
development costs of $124,380.

In January 2017, the Company raised capital for construction and operations by way of the 
January 2017 Private Placement. The Company issued 108,333,323 common shares for cash 
consideration of $6,500,000 which paid expenses of $218,493 in 2016 to maintain the corporation 
and fund additional deferred development costs of $142,816 leaving $6,122,111 to begin 
construction of the Powell River Facility and to fund operations in 2017.

From January to October 2017, the Company spent $4,748,393 on construction of the Powell 
River Facility. In addition, the Company incurred general administration expenses of $1,064,409,
resulting in a working capital balance of $532,816 as at October 31, 2017.

On December 19, 2017 the Company raised capital for construction of the Powell River Facility 
and for general working capital by way of the December 2017 Private Placement. The Company 
issued 52,942,355 common shares for cash consideration equal to $15.8M.

Since incorporation, the Company has issued 168,937,344 common shares for cash 
consideration of $23,235,206 and 74,608,245 common shares as compensation for services and 
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settlement of debt valued at $3,799,378. To October 31, 2017, the Company has incurred 
construction expenditures of $5,460,979. To date, the Company has not incurred any debt or 
earned any revenue.

Selected Annual Information

Year Ended January 31, 
2017 (Audited)

($)

Year Ended January 31, 
2016 (Unaudited)

($)

Year Ended January 31, 
2015 (Unaudited)

($)

Net Income (loss) for the 
year (2,378,259) (8,330) (418,903)

Basic and diluted income 
(loss) per share (0.11) (0.00) (0.00)

Total assets 6,510,579 135,086 101,838

Total liabilities 121,273 64,701 23,124

Dividends declared per 
share Nil Nil Nil

Selected Quarterly Information

The Company has not prepared quarterly financial information for the last eight completed fiscal 
quarters of the Company since the Company was not a Reporting Issuer during that time.

Liquidity

Cash from (used in) operating activities during the year ended January 31, 2017 is ($247,166)
(January 31, 2016: $35,094). Cash from (used in) investing activities during the year ended 
January 31, 2017 is ($142,818) (January 31, 2016: ($31,902)). Cash provided (used in) financing 
activities during the year ended January 31, 2017 is $800,000 (January 31, 2016: $Nil).

Capital Resources

The Company constantly monitors and manages its capital resources to assess the liquidity 
necessary to fund operations and capacity expansion. As at January 31, 2017, the Company had 
a combined cash and short-term investments balance of $419,377 and current liabilities of 
$121,273. The Company’s current resources are sufficient to settle its current liabilities. 
Subsequent to year end, the Company successfully refinanced and closed a private placement 
for gross proceeds of $15.8M. Management believes the current resources available should be 
sufficient to complete the cultivation and sales licensing processes barring any unforeseen delays 
or complications. All of the Company’s liabilities are due within the next twelve months.

Related-Party Transactions

The aggregate value of transaction and outstanding balances relating to key management 
personnel for the nine months ended October 31, 2017 and the year ended January 31, 2017 
were as follows:

Related Party Transactions FY2017

($)

Q3FY18

($)

Compensation $960,000 $1,397,481
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Related Party Transactions FY2017

($)

Q3FY18

($)

Balance Due From (To) ($30,201) ($15,282)

Risks and Uncertainties

The following specific factors could materially adversely affect the Company and should be 
considered when deciding whether to make an investment in the Company and the Common 
Shares. Some of the following factors are interrelated and, consequently, investors should treat 
such risk factors as a whole. These risks and uncertainties are not the only ones that could affect 
the Company or the Common Shares and additional risks and uncertainties not currently known 
to the Company, or that it currently deems to be immaterial, may also impair the business, 
financial condition and results of operations of the Company and/or the value of the Common 
Shares. If any of the following risks or other risks occur, they could have a material adverse effect 
on the Company’s business, financial condition and results of operations and/or the value of the 
Common Shares. There is no assurance that any risk management steps taken by the Company
will avoid future loss due to the occurrence of the risks described below or other unforeseen 
risks.

Risks generally related to the Company

The Company is a development stage company with no operating history, a history of losses and 
the Company cannot assure profitability.

The Company has been incurring operating losses and cash flow deficits since the inception, as 
it attempts to create an infrastructure to capitalize on the opportunity for value creation that is 
emerging from the relaxing of prohibitions on the cannabis industry in Canada. The Company’s 
lack of operating history, and the lack of historical pro-forma combined financial information for 
the Company and its acquired subsidiaries, makes it difficult for investors to evaluate the 
Company’s prospects for success. Prospective investors should consider the risks and difficulties 
the Company might encounter, especially given the Company’s lack of an operating history or 
historical pro forma combined financial information, there is no assurance that the Company will 
be successful and the likelihood of success must be considered in light of its relatively early stage 
of operations.

As the Company has yet to begin generating revenue, it is extremely difficult to make accurate 
predictions and forecasts of its finances. This is compounded by the fact that the Company intends 
to operate in the cannabis industry, which is rapidly transforming. There is no guarantee that the 
Company’s products or services will be attractive to potential consumers.

Uncertainty about the Company’s ability to continue as a going concern.

The Company is in the development stage and is currently seeking additional capital, mergers, 
acquisitions, joint ventures, partnerships and other business arrangements to expand its product 
offerings in the medical cannabis industry and grow its revenue. The Company’s ability to continue 
as a going concern is dependent upon its ability in the future to grow its revenue and achieve 
profitable operations and, in the meantime, to obtain the necessary financing to meet its 
obligations and repay its liabilities when they become due. External financing, predominantly by 
the issuance of equity and debt, will be sought to finance the operations of the Company; however, 
there can be no certainty that such funds will be available at terms acceptable to the Company.
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These conditions indicate the existence of material uncertainties that may cast significant doubt 
about the Company’s ability to continue as a going concern.

The Company has negative cash flow for the financial year ended January 31, 2017.

The Company had negative operating cash flow for the financial year ended January 31, 2017.
To the extent that the Company has negative operating cash flow in future periods, it may need 
to allocate a portion of its cash reserves to fund such negative cash flow. The Company may also 
be required to raise additional funds through the issuance of equity or debt securities. There can 
be no assurance that the Company will be able to generate a positive cash flow from its 
operations, that additional capital or other types of financing will be available when needed or that 
these financings will be on terms favourable to the Company.

The Company’s actual financial position and results of operations may differ materially 
from the expectations of the Company’s management.

The Company’s actual financial position and results of operations may differ materially from 
management’s expectations. The Company has experienced some changes in its operating plans 
and certain delays in its plans. As a result, the Company’s revenue, net income and cash flow 
may differ materially from the Company’s projected revenue, net income and cash flow. The 
process for estimating the Company’s revenue, net income and cash flow requires the use of 
judgment in determining the appropriate assumptions and estimates. These estimates and 
assumptions may be revised as additional information becomes available and as additional 
analyses are performed. In addition, the assumptions used in planning may not prove to be 
accurate, and other factors may affect the Company’s financial condition or results of operations.

The Company expects to incur significant ongoing costs and obligations related to its 
investment in infrastructure, growth, regulatory compliance and operations.

The Company expects to incur significant ongoing costs and obligations related to its investment 
in infrastructure and growth and for regulatory compliance, which could have a material adverse 
impact on the Company’s results of operations, financial condition and cash flows. In addition, 
future changes in regulations, more vigorous enforcement thereof or other unanticipated events 
could require extensive changes to the Company’s operations, increased compliance costs or 
give rise to material liabilities, which could have a material adverse effect on the business, results 
of operations and financial condition of the Company. Our efforts to grow our business may be 
costlier than we expect, and we may not be able to increase our revenue enough to offset our 
higher operating expenses. We may incur significant losses in the future for a number of reasons, 
including the other risks described in this prospectus, and unforeseen expenses, difficulties, 
complications and delays, and other unknown events. If we are unable to achieve and sustain 
profitability, the market price of our Common Shares may significantly decrease.

There are factors which may prevent the Company from the realization of growth targets.

The Company is currently in the expansion from early development stage. the Company’s growth 
strategy contemplates building the New Brunswick facilities. There is a risk that these additional 
resources will not be achieved on time, on budget, or at all, as they can be adversely affected by 
a variety of factors, including some that are discussed elsewhere in these “Risk Factors” and the 
following:

• delays in obtaining, or conditions imposed by, regulatory approvals;

• facility design errors;
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• environmental pollution; non-performance by third party contractors; increases in 
materials or labour costs; construction performance falling below expected levels of output 
or efficiency;

• breakdown, aging or failure of equipment or processes;

• contractor or operator errors;

• operational inefficiencies;

• labour disputes, disruptions or declines in productivity; inability to attract sufficient 
numbers of qualified workers; disruption in the supply of energy and utilities; and

• major incidents and/or catastrophic events such as fires, explosions or storms. The 
Company is reliant on cultivation licenses to produce medical cannabis products in 
Canada.

The Company’s ability to grow, store and sell cannabis and cannabis oil in Canada is dependent 
on securing the appropriate licenses with Health Canada. Failure to comply with the requirements 
of any license application or failure to obtain the appropriate licenses with Health Canada would 
have a material adverse impact on the future business, financial condition and operating results 
of the Company. There can be no guarantees that Health Canada will issue the required licenses.

The Company is subject to changes in Canadian laws, regulations and guidelines which 
could adversely affect the Company’s future business, financial condition and results of 
operations.

The Company’s operations will be subject to various laws, regulations and guidelines relating to 
the manufacture, management, packaging/labelling, advertising, sale, transportation, storage and 
disposal of medical cannabis but also including laws and regulations relating to drugs, controlled 
substances, health and safety, the conduct of operations and the protection of the environment. 
Changes to such laws, regulations and guidelines due to matters beyond the control of the 
Company may cause adverse effects to its operations. The Company endeavours to comply with 
all relevant laws, regulations and guidelines. To the best of the Company’s knowledge, the 
Company is in compliance or in the process of being assessed for compliance with all such laws, 
regulations and guidelines as described elsewhere in this prospectus.

On June 30, 2016, the Canadian Federal Government established the Task Force to seek input 
on the design of a new system to legalize, strictly regulate and restrict access to adult cannabis.
On December 13, 2016, the Task Force completed its review and published a report outlining its 
recommendations. On April 13, 2017, the Canadian Federal Government introduced Bill C-45, 
which proposes the enactment of the Cannabis Act, to regulate the production, distribution and 
sale of cannabis for adult use, with a target implementation date of July 1, 2018. However, it is 
unknown if this regulatory change will be implemented at all. Several recommendations from the 
Task Force reflected in the Cannabis Act including, but not limited to, permitting home cultivation, 
potentially easing barriers to entry into a Canadian adult cannabis market and restrictions on 
advertising and branding, could materially and adversely affect the future business, financial 
condition and results of operations of the Company. Their advice will be considered by the 
Government of Canada as a new framework for adult cannabis is developed and it is possible 
that such developments could significantly adversely affect the future business, financial condition
and results of operations of the Company.

The Company is subject to uncertainty regarding legal and regulatory status and changes.
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Achievement of the Company’s business objectives is also contingent, in part, upon compliance 
with other regulatory requirements enacted by governmental authorities and obtaining other 
required regulatory approvals. The regulatory regime applicable to the cannabis business in 
Canada is currently undergoing significant proposed changes and the Company cannot predict 
the impact of the regime on its business once the structure of the regime is finalized. Similarly, 
the Company cannot predict the timeline required to secure all appropriate regulatory approvals 
for its products, or the extent of testing and documentation that may be required by governmental 
authorities. Any delays in obtaining, or failing to obtain, required regulatory approvals may 
significantly delay or impact the development of markets, products and sales initiatives and could 
have a material adverse effect on the business, results of operations and financial condition of 
the Company. The Company will incur ongoing costs and obligations related to regulatory 
compliance. Failure to comply with regulations may result in additional costs for corrective 
measures, penalties or in restrictions on the Company’s operations. In addition, changes in 
regulations, more vigorous enforcement thereof or other unanticipated events could require 
extensive changes to the Company’s operations, increased compliance costs or give rise to
material liabilities, which could have a material adverse effect on the business, results of 
operations and financial condition of the Company.

The Company may become involved in regulatory or agency proceedings, investigations 
and audits.

The Company’s business requires compliance with many laws and regulations. Failure to comply 
with these laws and regulations could subject the Company to regulatory or agency proceedings 
or investigations and could also lead to damage awards, fines and penalties. The Company may 
become involved in a number of government or agency proceedings, investigations and audits. 
The outcome of any regulatory or agency proceedings, investigations, audits, and other 
contingencies could harm the Company’s reputation, require the Company to take, or refrain from 
taking, actions that could harm its operations or require the Company to pay substantial amounts 
of money, harming its financial condition. There can be no assurance that any pending or future 
regulatory or agency proceedings, investigations and audits will not result in substantial costs or 
a diversion of management’s attention and resources or have a material adverse impact on the 
Company’s business, financial condition and results of operation.

The Company’s business plan involves a number of strategic partnerships. If these 
partnerships do not materialize, the Company may be unable to sell its products.

The Company currently has, and may in the future enter into, strategic alliances with third parties 
that the Company believes will complement or augment its existing business. The Company’s 
ability to complete strategic alliances is dependent upon, and may be limited by, the availability 
of suitable candidates and capital. In addition, strategic alliances could present unforeseen 
integration obstacles or costs, may not enhance our business, and may involve risks that could 
adversely affect the Company, including significant amounts of management time that may be 
diverted from operations in order to pursue and complete such transactions or maintain such 
strategic alliances. Future strategic alliances could result in the incurrence of additional debt, 
costs and contingent liabilities, and there can be no assurance that future strategic alliances will 
achieve, or that the Company’s existing strategic alliances will continue to achieve, the expected 
benefits to the Company’s business or that the Company will be able to consummate future 
strategic alliances on satisfactory terms, or at all. Any of the foregoing could have a material
adverse effect on the Company’s business, financial condition and results of operations.
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The Company may not be able to successfully identify and execute future acquisitions or 
dispositions, or to successfully manage the impacts of such transactions on its
operations.

Although there is no present intention to undertake any of the following transactions, material 
acquisitions, dispositions and other strategic transactions involve a number of risks, including: (i) 
potential disruption of the Company’s ongoing business; (ii) distraction of management; (iii) the 
Company may become more financially leveraged; (iv) the anticipated benefits and cost savings 
of those transactions may not be realized fully or at all or may take longer to realize than expected; 
(v) increasing the scope and complexity of the Company’s operations, and (vi) loss or reduction 
of control over certain of the Company’s assets.

The presence of one or more material liabilities of an acquired company that are unknown to the 
Company at the time of acquisition could have a material adverse effect on the results of 
operations, business prospects and financial condition of the Company. A strategic transaction 
may result in a significant change in the nature of the Company’s business, operations and 
strategy. In addition, the Company may encounter unforeseen obstacles or costs in implementing 
a strategic transaction or integrating any acquired business into the Company’s operations.

The Company may not be able to develop its products, which could prevent it from ever 
becoming profitable.

If the Company cannot successfully develop, manufacture and distribute its products, or if the 
Company experiences difficulties in the development process, such as capacity constraints, 
quality control problems or other disruptions, the Company may not be able to develop market-
ready commercial products at acceptable costs, which would adversely affect the Company’s 
ability to effectively enter the market. A failure by the Company to achieve a low-cost structure 
through economies of scale or improvements in cultivation and manufacturing processes would 
have a material adverse effect on the Company’s commercialization plans and the Company’s 
business, prospects, results of operations and financial condition.

The Company’s officers and directors control a large percentage of the Company’s issued 
and outstanding Common Shares and such officers and directors may have the ability to 
control matters affecting the Company and its business.

The officers and directors of the Company currently own approximately 9.51% of the issued and 
outstanding Common Shares. The Company’s shareholders nominate and elect the Board of 
Directors, which generally has the ability to control the acquisition or disposition of the Company’s 
assets, and the future issuance of its Common Shares or other securities. Accordingly, for any 
matters with respect to which a majority vote of the Common Shares may be required by law, the 
Company’s directors and officers may have the ability to control such matters. Because the 
directors and officers control a substantial portion of such Common Shares, investors may find it 
difficult or impossible to replace the Company’s directors if they disagree with the way the 
Company’s business is being operated.

There is no assurance that the Company will turn a profit or generate immediate revenues.

There is no assurance as to whether the Company will be profitable, earn revenues, or pay 
dividends. The Company has incurred and anticipates that it will continue to incur substantial 
expenses relating to the development and initial operations of its business.

The payment and amount of any future dividends will depend upon, among other things, the 
Company’s results of operations, cash flow, financial condition, and operating and capital 
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requirements. There is no assurance that future dividends will be paid, and, if dividends are paid, 
there is no assurance with respect to the amount of any such dividends.

The Company may not be able to effectively manage its growth and operations, which 
could materially and adversely affect its business.

If the Company implements it business plan as intended, it may in the future experience rapid 
growth and development in a relatively short period of time. The management of this growth will 
require, among other things, continued development of the Company’s financial and management 
controls and management information systems, stringent control of costs, the ability to attract and 
retain qualified management personnel and the training of new personnel. The Company intends 
to utilize outsourced resources, and hire additional personnel, to manage its expected growth and 
expansion. Failure to successfully manage its possible growth and development could have a 
material adverse effect on the Company’s business and the value of the Common Shares.

The Company may be subject to risks related to the protection and enforcement of its 
intellectual property rights, and may become subject to allegations that the Company is in 
violation of intellectual property rights of third parties.

The ownership and protection of our intellectual property rights is a significant aspect of the 
Company’s future success. Currently we rely on trade secrets, technical know-how and 
proprietary information that are not protected by patents to maintain our competitive position. We 
try to protect such intellectual property by entering into confidentiality agreements with parties that 
have access to it, such as our partners, collaborators, employees and consultants. Any of these 
parties may breach these agreements and we may not have adequate remedies for any specific 
breach. In addition, our trade secrets and technical know-how, which are not protected by patents, 
may otherwise become known to or be independently developed by competitors, in which event 
our business, financial condition and results of operations could be materially adversely affected.

Unauthorized parties may attempt to replicate or otherwise obtain and use the Company’s 
products, trade secrets, technical know-how and proprietary information. Policing the 
unauthorized use of the Company’s current or future intellectual property rights could be difficult, 
expensive, time-consuming and unpredictable, as may be enforcing these rights against
unauthorized use by others. Identifying unauthorized use of intellectual property rights is difficult 
as the Company may be unable to effectively monitor and evaluate the products being distributed 
by its competitors, including parties such as unlicensed dispensaries, and the processes used to 
produce such products. In addition, in any infringement proceeding, some or all of the Company’s 
current or future trademarks, patents or other intellectual property rights or other proprietary know-
how, or arrangements or agreements seeking to protect the same for the benefit of the Company,
may be found invalid, unenforceable, anti-competitive or not infringed. An adverse result in any 
litigation or defence proceedings could put one or more of the Company’s current or future 
trademarks, patents or other intellectual property rights at risk of being invalidated or interpreted 
narrowly and could put existing intellectual property applications at risk of not being issued. Any 
or all of these events could materially and adversely affect the business, financial condition and 
results of operations of the Company.

In addition, other parties may claim that the Company’s products infringe on their proprietary and 
perhaps patent protected rights. Such claims, whether or not meritorious, may result in the 
expenditure of significant financial and managerial resources, legal fees, result in injunctions, 
temporary restraining orders and/or require the payment of damages. As well, the Company may 
need to obtain licenses from third parties who allege that the Company has infringed on their 
lawful rights. However, such licenses may not be available on terms acceptable to the Company
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or at all. In addition, the Company may not be able to obtain or utilize on terms that are favourable 
to it, or at all, licenses or other rights with respect to intellectual property that it does not own.

The Company may be forced to litigate to defend its intellectual property rights, or to 
defend against claims by third parties against the Company relating to intellectual property 
rights.

The Company may be forced to litigate to enforce or defend its intellectual property rights, to 
protect its trade secrets or to determine the validity and scope of other parties’ proprietary rights. 
Any such litigation could be very costly and could distract its management from focusing on 
operating the Company’s business. The existence and/or outcome of any such litigation could 
harm the Company’s business. Further, because the content of much of the Company’s 
intellectual property concerns cannabis and other activities that are not legal in some jurisdictions, 
the Company may face additional difficulties in defending its intellectual property rights.

The Company may become subject to litigation, including for possible product liability 
claims, which may have a material adverse effect on the Company’s reputation, business, 
results from operations, and financial condition.

The Company may be named as a defendant in a lawsuit or regulatory action. The Company may 
also incur uninsured losses for liabilities which arise in the ordinary course of business, or which 
are unforeseen, including, but not limited to, employment liability and business loss claims. Any 
such losses could have a material adverse effect on the Company’s business, results of 
operations, sales, cash flow or financial condition.

Further, the administration of medical substances to humans can result in product liability claims 
by consumers. Product liability claims can be expensive, difficult to defend and may result in large 
judgments or settlements against the Company. The Company may not be able to obtain or 
maintain adequate insurance or other protection against potential liabilities arising from product 
sales. Product liability claims could also result in negative perception of the Company’s products 
or other reputational damage which could have a material adverse effect on the Company’s 
business, results of operations, sales, cash flow or financial condition.

The Company’s operations are subject to environmental regulation in the various 
jurisdictions in which it operates.

These regulations mandate, among other things, the maintenance of air and water quality 
standards and land reclamation. They also set forth limitations on the generation, transportation, 
storage and disposal of solid and hazardous waste. Environmental legislation is evolving in a 
manner which will require stricter standards and enforcement, increased fines and penalties for 
non-compliance, more stringent environmental assessments of proposed projects and a 
heightened degree of responsibility for companies and their officers, directors and employees. 
There is no assurance that future changes in environmental regulation, if any, will not adversely 
affect the Company’s operations.

Government environmental approvals and permits are currently, and may in the future be required 
in connection with the Company’s operations. To the extent such approvals are required and not 
obtained, the Company may be curtailed or prohibited from its proposed business activities or 
from proceeding with the development of its operations as currently proposed.

Failure to comply with applicable environmental laws, regulations and permitting requirements 
may result in enforcement actions thereunder, including orders issued by regulatory or judicial 
authorities causing operations to cease or be curtailed, and may include corrective measures 

- 14 -



requiring capital expenditures, installation of additional equipment, or remedial actions. The 
Company may be required to compensate those suffering loss or damage due to its operations 
and may have civil or criminal fines or penalties imposed for violations of applicable laws or 
regulations.

The Company faces competition from other companies where it will conduct business that 
may have higher capitalization, more experienced management or may be more mature as 
a business.

The Company does and expects to continue to face intense competition from other Licensed 
Producers and companies, some of which can be expected to have longer operating histories and 
more financial resources, manufacturing and marketing experience than the Company. In
addition, there is potential that the medical cannabis industry will undergo consolidation, creating 
larger companies with financial resources, manufacturing and marketing capabilities, and product 
offerings that are greater than those of the Company. As a result of this competition, the Company
may be unable to maintain its operations or develop them as currently proposed on terms it 
considers acceptable or at all. Increased competition by larger, better-financed competitors with 
geographic advantages could materially and adversely affect the Company’s business, financial 
condition and results of operations.

The number of licences granted and the number of Licensed Producers ultimately authorized by 
Health Canada could also have an impact on the operations of the Company. The Company
expects to face additional competition from new market entrants that are granted licences under 
the ACMPR or existing licence holders which are not yet active in the industry. If a significant 
number of new licences are granted by Health Canada in the near term, the Company may 
experience increased competition for market share and may experience downward price pressure 
on its products as new entrants increase production. The Company also faces competition from 
illegal dispensaries and the black market that are unlicensed and unregulated, and that are selling 
cannabis and cannabis products, including products with higher concentrations of active 
ingredients, and using delivery methods, including edibles and extract vaporizers, that the 
Company is prohibited from offering to individuals as they are not currently permitted by the 
ACMPR. Any inability or unwillingness of law enforcement authorities to enforce existing laws 
prohibiting the unlicensed cultivation and sale of cannabis and cannabis-based products could 
result in the perpetuation of the black market for cannabis and/or have a material adverse effect 
on the perception of cannabis use. Any or all of these events could have a material adverse effect 
on the Company’s business, financial condition and results of operations.

If the number of users of cannabis for medical purposes in Canada increases, the demand for 
products will increase and the Company expects that competition will become more intense, as 
current and future competitors begin to offer an increasing number of diversified products. To 
remain competitive, the Company will require a continued high level of investment in R&D, sales 
and patient support. The Company may not have sufficient resources to maintain R&D, sales and 
patient support efforts on a competitive basis which could have a material adverse effect on the 
Company’s business, financial condition and results of operations.

Furthermore, several recommendations of the Task Force on Cannabis Legalization and 
Regulation including, but not limited to, permitting home cultivation and potentially easing barriers 
to entry into a Canadian recreational cannabis market, could materially and adversely affect the 
business, financial condition and results of operations of the Company. There is potential that the 
Company will face intense competition from other companies, some of which can be expected to 
have longer operating histories and more financial resources, manufacturing and marketing 
experience than the Company. Increased competition by larger and better financed competitors 
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could materially and adversely affect the business, financial condition and results of operations of 
the Company.

As well, the legal landscape for medical and recreational cannabis is changing internationally. 
More countries have passed laws that allow for the production and distribution of cannabis for 
medical purposes in some form or another. Increased international competition and limitations 
placed on the Company by Canadian regulations might lower the demand for the Company’s 
products on a global scale.

If the Company is unable to attract and retain key personnel, it may not be able to compete 
effectively in the cannabis market.

The Company’s success has depended and continues to depend upon its ability to attract and 
retain key management, including the Company’s CEO, technical experts and sales personnel. 
The Company will attempt to enhance its management and technical expertise by continuing to 
recruit qualified individuals who possess desired skills and experience in certain targeted areas. 
The Company’s inability to retain employees and attract and retain sufficient additional employees 
or engineering and technical support resources could have a material adverse effect on the 
Company’s business, results of operations, sales, cash flow or financial condition. Shortages in 
qualified personnel or the loss of key personnel could adversely affect the financial condition of 
the Company, results of operations of the business and could limit the Company’s ability to 
develop and market its cannabis-related products. The loss of any of the Company’s senior 
management or key employees could materially adversely affect the Company’s ability to execute 
our business plan and strategy, and the Company may not be able to find adequate replacements 
on a timely basis, or at all. The Company does not maintain key person life insurance policies on 
any of our employees.

There is no assurance that the Company will obtain and retain any relevant licenses.

Further, the Company’s ability to grow, store and sell cannabis in Canada is dependent on the 
ability of the Company to obtain a license to do so from Health Canada. The Company does not 
currently hold a license from Health Canada and there can be no assurance that the Company
will receive such a license in a timely manner, or at all. The licenses, once issued, are subject to 
ongoing compliance and reporting requirements. Failure to comply with the requirements would 
have a material adverse impact on the business, financial condition and operating results of the 
Company.

The size of the Company’s target market is difficult to quantify and investors will be reliant 
on their own estimates on the accuracy of market data.

Because the cannabis industry is in a nascent stage with uncertain boundaries, there is a lack of 
information about comparable companies available for potential investors to review in deciding 
about whether to invest in the Company and, few, if any, established companies whose business 
model the Company can follow or upon whose success the Company can build. Accordingly, 
investors will have to rely on their own estimates in deciding about whether to invest in the 
Company. There can be no assurance that the Company’s estimates are accurate or that the 
market size is sufficiently large for its business to grow as projected, which may negatively impact 
its financial results. The Company regularly purchases and follows market research.

The Company may not be able to develop and maintain lasting relationships with 
consumers.
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The Company’s success depends on its ability to attract and retain customers. There are many 
factors which could impact the Company’s ability to attract and retain consumers, including but 
not limited to the Company’s brand awareness, its ability to continually produce desirable and 
effective cannabis products, the successful implementation of the Company’s consumer-
acquisition plan and the continued growth in the aggregate number of consumers purchasing 
cannabis products. The Company’s failure to acquire and retain consumers could have a material 
adverse effect on the Company’s business, financial condition and results of operations.

The Company’s industry is experiencing rapid growth and consolidation that may cause 
the Company to lose key relationships and intensify competition.

The cannabis industry is undergoing rapid growth and substantial change, which has resulted in 
an increase in competitors, consolidation and formation of strategic relationships. Acquisitions or 
other consolidating transactions could harm the Company in a number of ways, including by losing 
strategic partners if they are acquired by or enter into relationships with a competitor, losing 
customers, revenue and market share, or forcing the Company to expend greater resources to 
meet new or additional competitive threats, all of which could harm the Company’s operating 
results. As competitors enter the market and become increasingly sophisticated, competition in 
the Company’s industry may intensify and place downward pressure on prices for its products, 
which could negatively impact its profitability.

The Company continues to sell shares for cash to fund operations, capital expansion, and 
mergers and acquisitions that will dilute the current shareholders.

There is no guarantee that the Company will be able to achieve its business objectives. The 
continued development of the Company will require additional financing. The failure to raise such 
capital could result in the delay or indefinite postponement of current business objectives or the 
Company going out of business. There can be no assurance that additional capital or other types 
of financing will be available if needed or that, if available, the terms of such financing will be 
favourable to the Company.

If additional funds are raised through issuances of equity or convertible debt securities, existing 
shareholders could suffer significant dilution, and any new equity securities issued could have 
rights, preferences and privileges superior to those of holders of Common Shares. The 
Company’s articles permit the issuance of an unlimited number of Common Shares, and 
shareholders will have no pre-emptive rights in connection with such further issuance. The 
directors of the Company have discretion to determine the price and the terms of issue of further 
issuances. Moreover, additional Common Shares will be issued by the Company on the exercise 
of options and upon the exercise of outstanding warrants. In addition, from time to time, the 
Company may enter into transactions to acquire assets or the shares of other companies. These 
transactions may be financed wholly or partially with debt, which may temporarily increase the 
Company’s debt levels above industry standards. Any debt financing secured in the future could 
involve restrictive covenants relating to capital raising activities and other financial and operational 
matters, which may make it more difficult for the Company to obtain additional capital and to 
pursue business opportunities, including potential acquisitions. The Company may require 
additional financing to fund its operations to the point where it is generating positive cash flows. 
Negative cash flow may restrict the Company’s ability to pursue its business objectives.

If you purchase shares of our Common Shares in an offering, you will experience substantial and 
immediate dilution, because the price that you pay will be substantially greater than the net 
tangible book value per share of the Common Shares that you acquire. This dilution is due in 
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large part to the fact that our earlier investors will have paid substantially less than a public offering 
price when they purchased their shares of our capital stock.

The Company may not be able to secure adequate or reliable sources of funding required 
to operate its business and meet consumer demand for its products.

There is no guarantee that the Company will be able to achieve its business objectives. The 
continued development of the Company may require additional financing. The failure to raise such 
capital could result in the delay or indefinite postponement of current business objectives or the 
Company ceasing to carry on business. There can be no assurance that additional capital or other 
types of financing will be available if needed or that, if available, the terms of such financing will 
be favourable to the Company. In addition, from time to time, the Company may enter into 
transactions to acquire assets or the shares of other corporations. These transactions may be 
financed wholly or partially with debt, which may increase the Company’s debt levels above 
industry standards. Any debt financing secured in the future could involve restrictive covenants 
relating to capital raising activities and other financial and operational matters, which may make 
it more difficult for the Company to obtain additional capital and to pursue business opportunities, 
including potential acquisitions. Debt financings may also contain provisions which, if breached, 
may entitle lenders or their agents to accelerate repayment of loans and/or realize upon security 
over the assets of the Company, and there is no assurance that the Company would be able to 
repay such loans in such an event or prevent the enforcement of security granted pursuant to 
such debt financing.

The Company currently has insurance coverage; however, because the Company operates 
within the cannabis industry, there are additional difficulties and complexities associated 
with such insurance coverage.

The Company believes that it has insurance coverage with respect to workers’ compensation, 
general liability, directors’ and officers’ insurance, fire and other similar policies customarily 
obtained for businesses to the extent commercially appropriate; however, because the Company
is engaged in and operates within the cannabis industry, there are exclusions and additional 
difficulties and complexities associated with such insurance coverage that could cause the 
Company to suffer uninsured losses, which could adversely affect the Company’s business, 
results of operations, and profitability. There is no assurance that the Company will be able to 
fully utilize such insurance coverage, if necessary.

The cultivation of cannabis includes risks inherent in an agricultural business including 
the risk of crop loss, sudden changes in environmental conditions, equipment failure, 
product recalls and others.

The Company’s future business involves the growing of medical marijuana, an agricultural 
product. Such business will be subject to the risks inherent in the agricultural business, such as 
insects, plant diseases and similar agricultural risks. Although the Company expects that any such 
growing will be completed indoors under climate controlled conditions, there can be no assurance 
that natural elements will not have a material adverse effect on any such future production.

The Company is reliant on a single location. Adverse changes affecting the Powell River, 
British Columbia development project could materially affect the Company’s plans.

To date, the Company’s activities and resources have been primarily focused on the premises in 
Powell River, British Columbia with future development plans in Fredericton, New Brunswick with 
undefined timetables. The Company expects to continue the focus on the Powell River, British 
Columbia for the foreseeable future. Adverse changes or developments affecting the existing 
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facility and location could have a material and adverse effect on the Company’s ability to continue 
producing medical marijuana, its business, financial condition and prospects.

The cultivation of cannabis involves a reliance on third party transportation which could 
result in supply delays, reliability of delivery and other related risks.

In order for customers of the Company to receive their product, the Company will rely on third 
party transportation services. This can cause logistical problems with and delays in patients 
obtaining their orders and cannot be directly controlled by the Company. Any delay by third party 
transportation services may adversely affect the Company’s financial performance.

Moreover, security of the product during transportation to and from the Company’s facilities is 
critical due to the nature of the product. A breach of security during transport could have material 
adverse effects on the Company’s business, financials and prospects. Any such breach could 
impact the Company’s future ability to continue operating under its licenses or the prospect of 
renewing its licenses.

The Company may be subject to product recalls for product defects self-imposed or 
imposed by regulators.

Manufacturers and distributors of products are sometimes subject to the recall or return of their 
products for a variety of reasons, including product defects, such as contamination, unintended 
harmful side effects or interactions with other substances, packaging safety and inadequate or 
inaccurate labelling disclosure. If any of the Company’s products are recalled due to an alleged 
product defect or for any other reason, the Company could be required to incur the unexpected 
expense of the recall and any legal proceedings that might arise in connection with the recall. The 
Company may lose a significant amount of sales and may not be able to replace those sales at 
an acceptable margin or at all. In addition, a product recall may require significant management 
attention. Although the Company has detailed procedures in place for testing its products, there 
can be no assurance that any quality, potency or contamination problems will be detected in time 
to avoid unforeseen product recalls, regulatory action or lawsuits. Additionally, if one of the 
Company significant brands were subject to recall, the image of that brand and the Company
could be harmed. A recall for any of the foregoing reasons could lead to decreased demand for 
the Company’s products and could have a material adverse effect on the results of operations 
and financial condition of the Company. Additionally, product recalls may lead to increased 
scrutiny of the Company’s operations by Health Canada or other regulatory agencies, requiring 
further management attention and potential legal fees and other expenses.

The Company is reliant on key inputs, such as water and utilities, and any interruption of 
these services could have a material adverse effect on the Company’s finances and 
operation results.

The Company’s business is dependent on a number of key inputs and their related costs including 
raw materials and supplies related to its growing operations, as well as electricity, water and other 
local utilities. Any significant interruption or negative change in the availability or economics of the 
supply chain for key inputs could materially impact the business, financial condition and operating
results of the Company. Any inability to secure required supplies and services or to do so on 
appropriate terms could have a materially adverse impact on the business, financial condition and 
operating results of the Company.

The expansion of the medical cannabis industry may require new clinical research into 
effective medical therapies, when such research is new to Canada.
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Research in Canada, the U.S. and internationally regarding the medical benefits, viability, safety, 
efficacy, dosing and social acceptance of cannabis or isolated cannabinoids (such as CBD and 
THC) remains in early stages. There have been relatively few clinical trials on the benefits of 
cannabis or isolated cannabinoids (such as CBD and THC). Although the Company believes that 
the articles, reports and studies support its beliefs regarding the medical benefits, viability, safety, 
efficacy, dosing and social acceptance of cannabis, future research and clinical trials may prove 
such statements to be incorrect, or could raise concerns regarding, and perceptions relating to, 
cannabis. Given these risks, uncertainties and assumptions, investors should not place undue 
reliance on such articles and reports. Future research studies and clinical trials may draw 
opposing conclusions to those stated herein or reach negative conclusions regarding the medical 
benefits, viability, safety, efficacy, dosing, social acceptance or other facts and perceptions related 
to medical cannabis, which could have a material adverse effect on the demand for the 
Company’s products with the potential to lead to a material adverse effect on the Company’s 
business, financial condition and results of operations.

Under Canadian regulations, an LP of cannabis may have restrictions on the type and form 
of marketing it can undertake which could materially impact sales performance.

The development of the Company’s future business and operating results may be hindered by 
applicable restrictions on sales and marketing activities imposed by Health Canada. The 
regulatory environment in Canada limits the Company’s ability to compete for market share in a 
manner similar to other industries. If the Company is unable to effectively market its products and 
compete for market share, or if the costs of compliance with government legislation and regulation 
cannot be absorbed through increased selling prices for its products, the Company’s sales and 
operating results could be adversely affected.

The Company could be liable for fraudulent or illegal activity by its employees, contractors 
and consultants resulting in significant financial losses to claims against the Company.

The Company is exposed to the risk that its employees, independent contractors and consultants 
may engage in fraudulent or other illegal activity. Misconduct by these parties could include 
intentional, reckless and/or negligent conduct or disclosure of unauthorized activities to the 
Company that violates: (i) government regulations; (ii) manufacturing standards; (iii) federal and 
provincial healthcare fraud and abuse laws and regulations; or (iv) laws that require the true, 
complete and accurate reporting of financial information or data. It is not always possible for the 
Company to identify and deter misconduct by its employees and other third parties, and the 
precautions taken by the Company to detect and prevent this activity may not be effective in 
controlling unknown or unmanaged risks or losses or in protecting the Company from 
governmental investigations or other actions or lawsuits stemming from a failure to be in 
compliance with such laws or regulations. If any such actions are instituted against the Company,
and it is not successful in defending itself or asserting its rights, those actions could have a 
significant impact on our business, including the imposition of civil, criminal and administrative 
penalties, damages, monetary fines, contractual damages, reputational harm, diminished profits 
and future earnings, and curtailment of the Company’s operations, any of which could have a 
material adverse effect on the Company’s business, financial condition and results of operations.

The Company will be reliant on information technology systems and may be subject to 
damaging cyber-attacks.

The Company has and will continue to enter into agreements with third parties for hardware, 
software, telecommunications and other information technology (“IT”) services in connection with 
its operations. The Company’s operations depend, in part, on how well it and its suppliers protect 
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networks, equipment, IT systems and software against damage from a number of threats, 
including, but not limited to, cable cuts, damage to physical plants, natural disasters, intentional 
damage and destruction, fire, power loss, hacking, computer viruses, vandalism and theft. The 
Company’s operations also depend on the timely maintenance, upgrade and replacement of 
networks, equipment, IT systems and software, as well as pre-emptive expenses to mitigate the 
risks of failures. Any of these and other events could result in information system failures, delays 
and/or increase in capital expenses. The failure of information systems or a component of 
information systems could, depending on the nature of any such failure, adversely impact the 
Company’s reputation and results of operations.

The Company has not experienced any material losses to date relating to cyber-attacks or other 
information security breaches, but there can be no assurance that the Company will not incur 
such losses in the future. The Company’s risk and exposure to these matters cannot be fully 
mitigated because of, among other things, the evolving nature of these threats. As a result, cyber 
security and the continued development and enhancement of controls, processes and practices 
designed to protect systems, computers, software, data and networks from attack, damage or 
unauthorized access is a priority. As cyber threats continue to evolve, the Company may be 
required to expend additional resources to continue to modify or enhance protective measures or 
to investigate and remediate any security vulnerabilities.

The Company may be subject to breaches of security at its facilities, or in respect of 
electronic documents and data storage and may face risks related to breaches of 
applicable privacy laws.

Given the nature of the Company’s product and its lack of legal availability outside of channels 
approved by the Government of Canada, as well as the concentration of inventory in its facilities, 
despite meeting or exceeding Health Canada’s security requirements, there remains a risk of 
shrinkage as well as theft. A security breach at one of the Company’s facilities could expose the 
Company to additional liability and to potentially costly litigation, increase expenses relating to the 
resolution and future prevention of these breaches and may deter potential customers from 
choosing the Company’s products.

In addition, the Company may collect and store personal information about its customers and is 
responsible for protecting that information from privacy breaches. A privacy breach may occur 
through procedural or process failure, information technology malfunction, or deliberate 
unauthorized intrusions. Theft of data for competitive purposes, particularly patient lists and 
preferences, is an ongoing risk whether perpetrated via employee collusion or negligence or 
through deliberate cyber-attack. Any such theft or privacy breach would have a material adverse 
effect on the Company’s business, financial condition and results of operations.

In addition, there are a number of federal and provincial laws protecting the confidentiality of 
certain patient health information, including patient records, and restricting the use and disclosure 
of that protected information. In particular, the privacy rules under the Personal Information 
Protection and Electronics Documents Act (Canada) (“PIPEDA”), protect medical records and 
other personal health information by limiting their use and disclosure of health information to the 
minimum level reasonably necessary to accomplish the intended purpose. If the Company was 
found to be in violation of the privacy or security rules under PIPEDA or other laws protecting the 
confidentiality of patient health information, it could be subject to sanctions and civil or criminal 
penalties, which could increase its liabilities, harm its reputation and have a material adverse 
effect on the business, results of operations and financial condition of the Company.
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The Company’s officers and directors may be engaged in a range of business activities 
resulting in conflicts of interest.

The Company may be subject to various potential conflicts of interest because some of its officers 
and directors may be engaged in a range of business activities. In addition, the Company’s 
executive officers and directors may devote time to their outside business interests, so long as 
such activities do not materially or adversely interfere with their duties to the Company. In some 
cases, the Company’s executive officers and directors may have fiduciary obligations associated 
with these business interests that interfere with their ability to devote time to the Company’s 
business and affairs and that could adversely affect the Company’s operations. These business 
interests could require significant time and attention of the Company’s executive officers and 
directors.

In addition, the Company may also become involved in other transactions which conflict with the 
interests of its directors and the officers who may from time to time deal with persons, firms, 
institutions or companies with which the Company may be dealing, or which may be seeking 
investments similar to those desired by it. The interests of these persons could conflict with those 
of the Company. In addition, from time to time, these persons may be competing with the 
Company for available investment opportunities. Conflicts of interest, if any, will be subject to the 
procedures and remedies provided under applicable laws. In particular, if such a conflict of interest 
arises at a meeting of the Company’s directors, a director who has such a conflict will abstain 
from voting for or against the approval of such participation or such terms. In accordance with 
applicable laws, the directors of the Company are required to act honestly, in good faith and in 
the best interests of the Company.

Management may not be able to successfully implement adequate internal controls over 
financial reporting.

Proper systems of internal controls over financial accounting and disclosure are critical to the
operation of a public company. However, the Company does not expect that its DCP and ICFR 
will prevent all error and all fraud. A control system, no matter how well designed and operated, 
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. Because of the 
inherent limitations in all control systems, no evaluation of controls can provide absolute 
assurance that all control issues and instances of fraud, if any, have been detected. 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. If the Company cannot provide reliable 
financial reports or prevent fraud, its reputation and operating results could be materially 
adversely affected, which could cause investors to lose confidence in the Company’s reported 
financial information, which in turn could result in a reduction in the value of the Common Shares.

The Company, or the medical cannabis industry more generally, may receive unfavourable 
publicity or become subject to negative consumer perception.

The Company believes the medical cannabis industry is highly dependent upon consumer 
perception regarding the medical benefits, safety, efficacy and quality of the cannabis distributed 
for medical purposes to such consumers. Consumer perception of the Company’s products can 
be significantly influenced by scientific research or findings, regulatory investigations, litigation, 
political statements both in Canada and in other countries, media attention and other publicity 
(whether or not accurate or with merit) regarding the consumption of cannabis products for 
medical purposes, including unexpected safety or efficacy concerns arising with respect to the 
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products of the Company or its competitors. There can be no assurance that future scientific
research, findings, regulatory proceedings, litigation, media attention or other research findings 
or publicity will be favourable to the medical cannabis market or any particular product, or 
consistent with earlier publicity. Future research reports, findings, regulatory proceedings, 
litigation, media attention or other publicity that are perceived as less favourable than, or that 
question, earlier research reports, findings or publicity could have a material adverse effect on 
the demand for the Company’s products and the business, results of operations and financial 
condition of the Company. The Company’s dependence upon consumer perceptions means that 
adverse scientific research reports, findings, regulatory proceedings, litigation, media attention or 
other publicity (whether or not accurate or with merit), could have an adverse effect on any 
demand for the Company’s products which could have a material adverse effect on the 
Company’s business, financial condition and results of operations. Further, adverse publicity 
reports or other media attention regarding the safety, efficacy and quality of cannabis for medical 
purposes in general, or the Company’s products specifically, or associating the consumption of 
cannabis with illness or other negative effects or events, could have such a material adverse 
effect. Such adverse publicity reports or other media attention could arise even if the adverse 
effects associated with such products resulted from consumers’ failure to consume such products 
legally, appropriately or as directed.

Financial Instruments and Other Transfers

The Company’s financial instruments consist of cash, short term investments, accounts payable 
and accrued liabilities and due to related parties. The fair value of cash, accounts payable and 
accrued liabilities, and due to related parties are equal to their carrying value due to their short-
term maturity. Unless otherwise noted, it is management’s opinion that the Company is not 
exposed to significant interest, currency or credit risks arising from these financial instruments.

Off-Balance Sheet Arrangements

The Company has no off-balance sheet arrangements.

Investor Relations

The Company has not entered into any investor relations contracts. Primarily, all investor relation 
activity is carried out by the directors and officers of the Company.

Critical Accounting Estimates

The preparation of the financial statements in conformity with IFRS requires management to make 
judgments, estimates and assumptions that affect the reported amounts of assets, liabilities and 
contingent liabilities at the date of the financial statements and reported amounts of revenues and 
expenses during the reporting period. Estimates and assumptions are continuously evaluated and 
are based on management’s experience and other factors, including expectations of future events 
that are believed to be reasonable under the circumstances. However, actual outcomes can differ 
from these estimates.

Significant assumptions about the future and other sources of estimation uncertainty that 
management has made at the statements of financial position date, could result in a material 
adjustment to the carry amounts of assets or liabilities. In the event that actual results differ from 
the assumptions made, relate to, but are not limited to the following:

a) The inputs used in accounting for share based payments in the statements of operations 
and comprehensive loss;
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b) The inputs used in assessing the recoverability of deferred tax assets to the extent that 
the deductible temporary differences will reverse in the foreseeable future and that the 
Company will have future taxable income; and

c) The amounts recorded related to flow-through share commitments are based on 
management’s assessment of eligible expenditures, which qualify for renouncement 
under the applicable income tax legislation and are subject to review by the Canadian 
Revenue Agency (“CRA”).

d) Impairment of intangible assets:

i) Judgment involved in determining whether an intangible asset’s useful life is finite or 
indefinite. The inputs used in assessing the potential impairment of indefinite life 
intangibles.

New Accounting Standards and Interpretations Not Yet Adopted

Standards issued but not yet effective up to the date of issuance of the Company’s financial 
statements are listed below. This listing is of standards and interpretations issued, which the 
Company reasonably expects to be applicable at a future date. The Company intends to adopt 
those standards when they become effective. The Company does not expect the impact of such 
changes on the financial statements to be material.

IFRS 9 ‘Financial Instruments: Classification and Measurement’ – effective for annual 
periods beginning on or after January 1, 2018, with early adoption permitted, introduces 
new requirements for the classification and measurement of financial instruments.

IAS 32 ‘Offsetting Financial Assets and Liabilities – the IASB amended IAS 32 to clarify 
certain aspects because of diversity in application of the requirements on offsetting.

Other MD&A Requirements

As specified by National Instrument 51-102, the Company advises readers of this MD&A that 
additional important information about the Company is available on the SEDAR website –
www.sedar.com.

The Company’s President & Chief Executive Officer (CEO) and Chief Financial Officer (CFO) are 
responsible for establishing and maintaining disclosure controls and procedures and internal 
controls over financial reporting for the Company.

Outstanding Share Data

The authorized share capital of the Company consists of an unlimited number of common shares 
without par value. The Company had 190,603,234 common shares issued and outstanding as at 
October 31, 2017.

The following table sets out the number of stock options granted as at October 31, 2017:

Holder Number of Options Exercise Price Expiry Date

City of Powell River 1,000,000 $0.10
24 months from the date 

of the Occupancy 
Permit1

John Walker 5,000,000 $0.25 July 31, 2019
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Holder Number of Options Exercise Price Expiry Date

John Walker 2,000,000 $0.125 March 31, 2018

Total: 8,000,000

Notes:
(1) Pursuant to the memorandum of understanding between the Company and the City of Powell River, the City of Powell 
River will be granted an option to purchase up to 1,000,000 common shares of the Company at an exercise price of $0.10 per 
share for a period of 24 months from the date the Occupancy Permit is issued. The Occupancy Permit is to be issued by the 
City of Powell River upon Health Canada issuing the Cultivation Licence to the Company.

The following table sets out the number of share purchase warrants issued and outstanding as 
at October 31, 2017:

Holder Number of Warrants Exercise Price Expiry Date

PowerOne Capital 1,000,000 $0.06 January 27, 2019

Canaccord Genuity 
Corp. 2,000,000 $0.06 January 27, 2019

Michael Orr 10,000,000 $0.12 October 19, 2020

Glenn Miller 2,000,000 $0.12 October 19, 2020

Total: 15,000,000
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This management's discussion and analysis ("MD&A") of the financial condition and results of operations of Baker 
Technologies, Inc. (the "Company", "Baker", "we", "us" or "our") is for the three and six months ended June 30, 
2018. It is supplemental to, and should be read in conjunction with, the Company's unaudited financial statements 
and the accompanying notes for the three and six months ended June 30, 2018. The Company's financial statements 
are prepared in accordance with International Financial Reporting Standards ("IFRS"). Financial information 
presented in this MD&A is presented in United States dollars ("$" or "US$"), unless otherwise indicated. 

This MD&A has been prepared by reference to the MD&A disclosure requirements established under National 
Instrument 51-102 – Continuous Disclosure Obligations of the Canadian Securities Administrators. 

The effective date of this MD&A is August 31, 2018. 

This MD&A contains certain "forward-looking information" and "forward-looking statements", as defined in 
applicable securities laws (collectively referred to herein as "forward-looking statements"). Forward-looking 
statements are prospective and by their nature require the Company to make certain assumptions and are subject to 
inherent risks and uncertainties. There can be no assurance that forward-looking statements will prove to be accurate, 
and readers are cautioned not to place undue reliance on the forward-looking statements contained in this MD&A. 
All statements, other than statements of historical fact, are forward-looking statements. Often, but not always, 
forward-looking statements can be identified by the use of the words "continue", "expect", "anticipate", "estimate", 
"forecast", "believe", "intend", "schedule", "budget", "plan" or "project" or variations of, or the negatives of, such 
words and phrases, or statements that certain actions, events or results "may", "could", "should", "would", "might" 
or "will" be taken, occur or be achieved. Forward-looking statements in this MD&A include, but are not limited to, 
statements with respect to management's expectations, intentions and beliefs concerning the growth, strategy, results 
of operations, performance, business prospects and opportunities of the Company, the general economy, and the 
future financial position or results of the Company. 

In order to give such forward-looking statements, the Company has made certain assumptions about the Company's 
business, the economy and the industry in general and has also assumed that no significant events occur outside of 
the Company's normal course of business. Although the assumptions were considered reasonable by management of 
the Company at the time the forward-looking statements were given, there can be no assurance that such assumptions 
will prove to be accurate. 

In addition, the following are material factors that could cause actual results to differ materially from a conclusion, 
guidance, forecast or projection contained in the forward-looking statements in this MD&A: dependence on key 
personnel, general economic conditions, the Company's limited operating history, industry conditions, currency 
fluctuations, competition from other industry participants, dilution of interests of stockholders, and ability to access 
sufficient capital from internal and external sources. Although the Company has attempted to identify material factors 
that could cause actual results to differ materially from a conclusion, guidance, forecast or projection contained in 
the forward-looking statements, there may be other factors that could cause results to differ from what is anticipated, 
estimated or intended. Those factors are described or referred to below in this MD&A under the heading "Risk and 
Uncertainties" and elsewhere herein. Additional risks and uncertainties not presently known to the Company or that 
the Company currently deems immaterial may also impair the Company's business operations. 

The forward-looking statements in this MD&A are given as of the date hereof and are based upon the opinions and 
estimates of management and information available to management as at the date hereof. The Company undertakes 
no obligation to update publicly or otherwise revise any forward-looking statements, whether as a result of new 
information, future events or otherwise, except as may be required by law. If the Company does update one or more 
forward-looking statements, no inference should be drawn that it will make additional updates with respect to those 
or other forward-looking statements, unless required by law. 
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MANAGEMENT'S DISCUSSION AND ANALYSIS OF  
FINANCIAL CONDITION AND RESULTS OF OPERATIONS FOR 

THE YEAR ENDED DECEMBER 31, 2017 

This management's discussion and analysis ("MD&A") of the financial condition and results of operations of Baker 
Technologies, Inc. (the "Company", "Baker", "we", "us" or "our") is for the year ended December 31, 2017. It is 
supplemental to, and should be read in conjunction with, the Company's audited financial statements and the 
accompanying notes for the year ended December 31, 2017. The Company's financial statements are prepared in 
accordance with International Financial Reporting Standards ("IFRS"). Financial information presented in this 
MD&A is presented in United States dollars ("$" or "US$"), unless otherwise indicated. 

This MD&A has been prepared by reference to the MD&A disclosure requirements established under National 
Instrument 51-102 – Continuous Disclosure Obligations of the Canadian Securities Administrators. 

The effective date of this MD&A is July 26, 2018. 

This MD&A contains certain "forward-looking information" and "forward-looking statements", as defined in 
applicable securities laws (collectively referred to herein as "forward-looking statements"). Forward-looking 
statements are prospective and by their nature require the Company to make certain assumptions and are subject to 
inherent risks and uncertainties. There can be no assurance that forward-looking statements will prove to be accurate, 
and readers are cautioned not to place undue reliance on the forward-looking statements contained in this MD&A. 
All statements, other than statements of historical fact, are forward-looking statements. Often, but not always, 
forward-looking statements can be identified by the use of the words "continue", "expect", "anticipate", "estimate", 
"forecast", "believe", "intend", "schedule", "budget", "plan" or "project" or variations of, or the negatives of, such 
words and phrases, or statements that certain actions, events or results "may", "could", "should", "would", "might" 
or "will" be taken, occur or be achieved. Forward-looking statements in this MD&A include, but are not limited to, 
statements with respect to management's expectations, intentions and beliefs concerning the growth, strategy, results 
of operations, performance, business prospects and opportunities of the Company, the general economy, and the 
future financial position or results of the Company. 
 
In order to give such forward-looking statements, the Company has made certain assumptions about the Company's 
business, the economy and the industry in general and has also assumed that no significant events occur outside of 
the Company's normal course of business. Although the assumptions were considered reasonable by management of 
the Company at the time the forward-looking statements were given, there can be no assurance that such assumptions 
will prove to be accurate. 
 
In addition, the following are material factors that could cause actual results to differ materially from a conclusion, 
guidance, forecast or projection contained in the forward-looking statements in this MD&A: dependence on key 
personnel, general economic conditions, the Company's limited operating history, industry conditions, currency 
fluctuations, competition from other industry participants, dilution of interests of stockholders, and ability to access 
sufficient capital from internal and external sources. Although the Company has attempted to identify material factors 
that could cause actual results to differ materially from a conclusion, guidance, forecast or projection contained in 
the forward-looking statements, there may be other factors that could cause results to differ from what is anticipated, 
estimated or intended. Those factors are described or referred to below in this MD&A under the heading "Risk and 
Uncertainties" and elsewhere herein. Additional risks and uncertainties not presently known to the Company or that 
the Company currently deems immaterial may also impair the Company's business operations. 
 
The forward-looking statements in this MD&A are given as of the date hereof and are based upon the opinions and 
estimates of management and information available to management as at the date hereof. The Company undertakes 
no obligation to update publicly or otherwise revise any forward-looking statements, whether as a result of new 
information, future events or otherwise, except as may be required by law. If the Company does update one or more 
forward-looking statements, no inference should be drawn that it will make additional updates with respect to those 
or other forward-looking statements, unless required by law. 
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BUSINESS OVERVIEW 

Baker was organized as a limited liability company on September 16, 2014 in the State of Colorado and was 
subsequently incorporated under the name "Baker Technologies, Inc." pursuant to the General Corporation Law of 
the State of Delaware on July 14, 2015.  

With expertise in retail, technology and cannabis, the Company helps cannabis dispensaries drive revenue and build 
relationships with their customers through a cannabis-specific Customer Relationship Management ("CRM") 
platform featuring online ordering, customer loyalty, customer messaging and analytics. With over 20 integrations 
and growing, the Company is creating a seamless tech ecosystem where dispensaries can easily transition between 
ancillary services. The Company's CRM platform is powered by the Company's own proprietary intellectual property, 
which was built from the ground up by one of the Company's co-founders with over 20 years of software engineer 
experience, and continues to grow in a way that is only possible due to the Company's constantly expanding team of 
experienced software engineers and product experts.  
 
Baker has become a brand known for reliable, scalable technology with cutting-edge features and best-in-class 
customer success services. As the industry-leading software as a service platform, Baker is the trusted CRM solution 
for over 650 cannabis dispensaries across the United States. 
 
The Company's goal is to give the cannabis industry the most intuitive technology to help cannabis retailers run more 
successful businesses. Baker believes that the cannabis shopping experience should be as comfortable and 
personalized as it is in every other retail environment. By providing an integrated and easy-to-use technology platform, 
Baker is helping propel the cannabis industry forward.  
 
Our Performance 

License count for the year ended December 31, 2017 was 654, an increase of 507, or 345%, compared to a license 
count of 147 for the year ended December 31, 2016. The increase in license count was primarily due to expansion of 
our product offerings and opening of new legal cannabis markets across the United States, which provided greater 
opportunity for sales.   

Our recent success in achieving a 345% increase, as of December 31, 2017, as noted above, in license count in United 
States markets as compared to December 31, 2016 is attributable to our aggressive market expansion strategy which 
has been a key driver of our revenue growth. We have identified additional high potential markets in which we plan 
to continue to execute our expansion strategy. We expect labor and growth related costs as well as marketing and 
selling expenses required to support these initiatives will continue to grow in proportion to revenue growth.  

On November 10, 2017, Baker acquired all of the issued and outstanding membership interests of Defender Marketing 
Services LLC (dba Grassworks Digital, Grassworks Media and Simple Marijuana Menu) and its customer base in 
consideration for: (i) 432,499 shares of common stock; (ii) $774,154 cash; and (iii) 50% of revenues derived from 
acquired subscription agreements for a period of one year from the acquisition date, estimated to be $190,392. One-
third of the shares of common stock issued to the sellers are subject to a vesting milestone of the Company retaining 
128 of the seller's customers 13 months after the closing date. 

At December 31, 2017, the Company had assets of $7.202 million and shareholders' equity of $5.971 million. This 
compares with assets of $2.004 million and shareholders' equity of $1.743 million at December 31, 2016. At December 
31, 2017, the Company had $1.135 million of current liabilities, compared to $260,000 of current liabilities at 
December 31, 2016. 

At December 31, 2017, the Company had a working capital of $4.458 million, compared to a working capital of $1.727 
million at December 31, 2016. The Company had cash of $4.873 million at December 31, 2017, compared to $1.954 
million at December 31, 2016, an increase of $2.919 million, primarily due to the issuance of shares of Series A 
preferred stock. The Company believes that additional financing will be required to fund its operating expenses as it 
searches for suitable assets or businesses to merge with or acquire and/or to pursue a transaction if an appropriate 
merger or acquisition opportunity is identified. See "Liquidity and Capital Resources". 
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Trends 

Management regularly monitors economic conditions and estimates their impact on the Company's operations and 
incorporates these estimates in both short-term operating and longer-term strategic decisions. Apart from these and 
the risk factors noted under the heading "Risks and Uncertainties", management is not aware of any other trends, 
commitments, events or uncertainties that would have a material effect on the Company's business, financial condition 
or results of operations. 
 
Components of Results of Operations 

Revenue 

We derive our revenue from software as a service contracts containing multiple deliverables including license fees 
and usage-type fees. For the year ended December 31, 2017, approximately 30 percent of our revenue was generated 
from sales in Colorado, approximately 23 percent of our revenue was generated from sales in California, with the 
remaining sales split between 24 states and territories. Revenue from license fees, net of discounts, are recognized 
ratably over the period the customer expects to access the underlying intellectual property, including anticipated 
renewal periods. The Company has estimated this period to be three years. Revenue from usage-type fees is recognized 
when the customer obtains control of the underlying asset and assumes the risks and rewards of ownership. 

Selling, General and Administrative Expenses ("SG&A") 

SG&A expenses consist of selling costs to obtain and support our customer relationships. It also includes a significant 
investment in marketing activities and the corporate infrastructure required to support our ongoing business. 

Selling costs generally correlate to revenue, including costs directly attributable to license fees and usage-type fees. 
As a percentage of sales, we expect selling costs to increase as our business continues to grow. The increase is expected 
to be driven primarily by the continued growth of our market share. 

General and administrative expenses represent costs incurred in our corporate offices, primarily related to personnel 
costs, including salaries, benefits, stock-based compensation and other professional service costs, including legal and 
accounting. We expect to continue to invest considerably in this area to support our aggressive market share plans and 
to support the increasing complexity of the cannabis business. Furthermore, we expect to continue to incur acquisition 
and transaction costs related to our expansion plans, as well as stock compensation expenses related to recruiting and 
hiring talent. 

Income Taxes 

We are subject to income taxes in the jurisdictions in which we operate and, consequently, income tax expense is a 
function of the allocation of taxable income by jurisdiction and the various activities that impact the timing of taxable 
events.   

SELECTED FINANCIAL INFORMATION 

The following table sets forth selected financial information for the periods indicated that was derived from our audited 
financial statements and the respective accompanying notes prepared in accordance with IFRS. The selected financial 
information set out below may not be indicative of Baker's future performance. 
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RESULTS OF OPERATIONS 

Year Ended December 31, 2017 vs. Year Ended December 31, 2016 

Revenue 

Revenue for the year ended December 31, 2017 was $1.778 million, an increase of $1.610 million, or 958%, compared 
to revenue of $168,000 for the year ended December 31, 2016. The increase in revenue was driven by an increase in 
licenses under contract which was driven by our strategy for market share dominance. See "Business Overview". 

The Company expects to progressively increase its revenues over the next 12 months from an increasing number of 
customers subscribing to its CRM platform and new legal cannabis markets opening in the United States.  

Total Expenses 

Total expenses for the year ended December 31, 2017 were $5.913 million, an increase of $4.442 million, or 302%, 
compared to total expenses of $1.471 million for the year ended December 31, 2016, which represents 333% of 
revenue for the year ended December 31, 2017 compared to 876% of revenue for the year ended December 31, 2016. 

2017 2016 2015

Revenue 1,778,423$        167,720$           1,387$              

Operating expenses 5,913,049$        1,471,317$        569,893$           

Net loss after taxes 4,074,677$        1,316,722$        569,834$           

Net loss per share - basic and diluted (0.45)$               (0.14)$               (0.06)$               

Weighted average shares - basic and diluted * 9,093,144          9,737,500          9,402,600          

Cash and cash equivalents 4,872,811$        1,953,897$        793,851$           

Working capital 4,457,615$        1,727,344$        836,066$           

Total Assets 7,202,011$        2,003,601$        854,716$           

Long-term debt -$                  -$                  900,000$           

Shareholders' equity 5,970,755$        1,743,102$        (59,629)$            

Dividends, per share -$                  -$                  -$                  

* 1-for-100 forward stock split on 08/16/2017 (Affected share classes: Common, Seed Preferred). Prior periods are 
adjusted for comparison purposes

Year Ended December 31

As of and for the 
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The increase in total expenses was attributable to an increase in the number of licenses and an increase in headcount 
and operating costs. We increased our headcount by 41 employees, or 117%, from December 31, 2016 to December 
31, 2017 to support our overall growth strategy.  See "Business Overview". 

The Company expects to progressively increase its expenses over the next 12 months as needed for purposes of hiring 
additional employees to maintain growth in market share as well as the related expenses with an increased number of 
licenses.  

Provision for Income Taxes 

The provision for income tax recovery for the year ended December 31, 2017 was $60,000 compared to no provision 
for income taxes for the year ended December 31, 2016. For the year ended December 31, 2017, the effective tax rate 
was about 18% and varied from the statutory tax rate of 35%.  See "Business Overview". 

Net Loss 

Net loss for the year ended December 31, 2017 was $4.075 million, an increased loss of $2.758 million, or 209%, 
compared to a net loss of $1.317 million for the year ended December 31, 2016. The increase in net loss was driven 
by the factors described above under "Total Expenses". 

FOURTH QUARTER RESULTS 

Three Months Ended December 31, 2017 vs. Three Months Ended December 31, 2016 

Revenue 

Revenue for the three months ended December 31, 2017 was $710,000, an increase of $609,000, or 603%, compared 
to revenue of $101,000 for the three months ended December 31, 2016. The increase in revenue was driven by an 
increase in licenses under contract which was driven by our strategy for market share dominance. See "Business 
Overview". 

The Company expects to progressively increase its revenues over the next 12 months from an increasing number of 
customers subscribing to its CRM platform and new legal cannabis markets opening in the United States.  

Total Expenses 

Total expenses for the three months ended December 31, 2017 were $2.583 million, an increase of $1.979 million, or 
328%, compared to total expenses of $604,000 for the three months ended December 31, 2016, which represents 364% 
of revenue for the three months ended December 31, 2017 compared to 598% of revenue for the three months ended 
December 31, 2016. The increase in total expenses was attributable to an increase in the number of licenses and an 
increase in headcount and operating costs. We increased our average quarterly headcount by about 120% from 
December 31, 2016 to December 31, 2017 to support our overall growth strategy. See "Business Overview". 

The Company expects to progressively increase its expenses over the next 12 months as needed for purposes of hiring 
additional employees to maintain growth in market share.  

Provision for Income Taxes 

The provision for income tax recovery for the three months ended December 31, 2017 was $15,000 compared to no 
provision for income tax recovery for the three months ended December 31, 2016. For the three months ended 
December 31, 2017, the effective tax rate was about 18% and varied from the statutory tax rate of about 35%. See 
"Business Overview". 
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Net Loss 

Net loss for the three months ended December 31, 2017 was $1.859 million, an increased loss of $1.369 million, or 
279%, compared to a net loss of $490,000 for the three months ended December 31, 2016. The increase in net loss 
was driven by the factors described above under "Total Expenses". 

SUMMARY OF QUARTERLY RESULTS 

The below table highlights selected financial information for each of the eight most recent quarters that, in 
management's opinion, have been prepared on a basis consistent with the accounting policies stated in the audited 
financial statements for the year ended December 31, 2017. The financial information presented reflects all 
adjustments which are, in the opinion of management, necessary for a fair presentation of results for the interim 
periods.  
 

 

LIQUIDITY AND CAPITAL RESOURCES 

Overview 

The Company's objective when managing capital is to ensure that it has the appropriate capital structure to execute its 
strategic business plan while not creating risk to its ability to operate as a going concern. The Company's liquidity 
needs in the short term and long term can be sourced multiple ways including: funds from operations, available cash 
balances, new debt instruments and equity issuances. 

Liquidity 

The table below sets out the cash, short-term investments, long-term debt and working capital as at December 31, 
2017 and December 31, 2016. 

Mar. 31, 2016 June 30, 2016 Sept 30, 2016 Dec. 31, 2016 Mar. 31, 2017 June 30, 2017 Sept 30, 2017 Dec 31, 2017

Revenue 2,836$          16,316$        47,724$        100,820$      184,091$       346,462$       538,279$      709,591$      

Operating expenses 217,556$       319,692$       329,919$      604,126$      888,645$       1,059,756$    1,381,503$   2,583,147$   

Net loss from operations 214,720$       303,376$       282,195$      503,306$      704,554$       713,294$       843,224$      1,873,556$   

Net loss after taxes 214,720$       303,376$       282,195$      516,431$      689,554$       698,294$       828,275$      1,858,556$   

Net loss per share - basic and diluted (0.02)$           (0.03)$           (0.03)$          (0.05)$          (0.07)$           (0.08)$           (0.09)$          (0.20)$          

Weighted average shares - basic and diluted * 9,737,500      9,737,500      9,737,500     9,737,500     9,337,500      8,937,500      8,937,500     9,160,077     

* 1-for-100 forward stock split on 08/16/2017 (Affected share classes: Common, Seed Preferred). Prior periods are adjusted for comparison purposes
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The Company's liquid assets as at December 31, 2017 and 2016 were cash and cash equivalents. The Company's level 
of liquid assets is relevant to meet the current operating needs of the Company.  

As at December 31, 2017, the Company had cash and cash equivalents available of $4.873 million, up from $1.954 
million as at December 31, 2016. The increase since December 31, 2016 was primarily due to the issuance of shares 
of Series A preferred stock for $8.000 million, which was offset by the purchase of productive assets and businesses 
for $710,000, property and equipment for $270,000 and financing of the net loss of $4.075 million. While the 
Company has incurred cash losses to date, management anticipates eventual cash profitability of the business, though 
there can be no assurance that the Company will be able to generate sufficient positive cash flow to reach sustained 
profitability. 

The Company monitors its level of working capital and working capital ratio in order to assess the ability to continue 
to fund operating costs. The level of working capital has increased from $1.727 million as at December 31, 2016 to 
$4.458 million as at December 31, 2017. The level of the working capital ratio has decreased from 7.63 as at December 
31, 2016 to 4.93 as at December 31, 2017. The increase in the working capital is primarily driven by the fundraising 
incurred in the year. 

The Company has no lease commitments, purchase commitments or other liabilities beyond those that are shown on 
its balance sheet at December 31, 2017. 

Capital Resources 

The Company's authorized share capital as of December 31, 2017 consists of 27,500,000 shares of common stock, 
5,350,800 shares of Series Seed preferred stock and 5,500,000 shares of Series A preferred stock, of which 9,956,299 
shares of common stock, 5,350,800 shares of Series Seed preferred stock and 5,003,655 shares of Series A preferred 
stock were issued and outstanding as at December 31, 2017. As at December 31, 2016, 9,337,500 shares of common 
stock (as adjusted for the stock split) and 5,350,800 shares of Series Seed preferred stock (as adjusted for the stock 
split) were issued and outstanding. 
 
From August to October 2017, the Company issued 5,003,655 shares of Series A preferred stock at a price of 
approximately $1.60 per share for aggregate gross proceeds of approximately $7,999,988. From November to 
December 2017, the Company issued 586,300 shares of common stock upon the exercise of stock options for proceeds 
of approximately $191,351. 
 
As at December 31, 2017, 3,008,677 stock options were outstanding under the Company's 2016 Equity Incentive Plan. 
 
Cash Flows 

The chart below highlights the Company's cash flows during the years ended December 31, 2017 and 2016. 

December 31, 2017 December 31, 2016

Cash & cash equivalents 4,872,811$                1,953,897$                

Restricted short-term investments -$                         -$                         

Long-term debt -$                         -$                         

Working capital 4,457,615$                1,727,344$                

Working capital ratio 4.93                         7.63                         
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Cash Used in Operating Activities 

Net cash used in operating activities was $4.162 million for the year ended December 31, 2017, an increase of $3.163 
million, or 317%, compared to $999,000 for the year ended December 31, 2016. The increase in net cash used in 
operating activities was primarily due to an increase in net loss. 

Cash Flow from Investing Activities 

Net cash used in investing activities was $980,000 for the year ended December 31, 2017, an increase of $964,000, or 
6,025%, compared to $16,000 for the year ended December 31, 2016. The increase in net cash used in investing 
activities was due to the acquisition of productive assets and businesses and an increase in purchases of property and 
equipment. 

Cash Flow from Financing Activities 

Net cash provided in financing activities was $8.061 million for the year ended December 31, 2017, an increase of 
$5.886 million, or 271%, compared to $2.175 million for the year ended December 31, 2016. The increase in net cash 
provided by financing activities was primarily due to the proceeds from the issuance of preferred stock. 

CONTRACTUAL OBLIGATIONS 

In October 2017, the Company executed an operating lease with monthly payments escalating from $14,850 to 
$21,229 for office space in Denver, Colorado, commencing in December 2017 and expiring in November 2020.  

The Company's rent expense for the twelve months ended December 31, 2017 and 2016 was $233,738 and $41,618, 
respectively.  

Minimum annual operating lease payments, subsequent to December 31, 2017 are as follows:  

Net cash provided by (used in) December 31, 2017 December 31, 2016

Operating activities (4,162,133)$               (999,331)$                  

Investing activities (980,292)$                  (15,623)$                   

Financing activities 8,061,339$                2,175,000$                

Cash and cash equivalents, beginning of period 1,953,897$                793,851$                   

Cash and cash equivalents, end of period 4,872,811$                1,953,897$                



 

- 9 - 

 

In addition to the lease commitments, as of December 31, 2017, and in the normal course of business, the Company 
has the following contractual obligations: 

 
 

OFF-BALANCE SHEET ARRANGEMENTS AND PROPOSED TRANSACTIONS 

As at December 31, 2017, the Company has no material undisclosed off-balance sheet arrangements or proposed 
transactions that have, or are reasonably likely to have, a current or future effect on its financial performance or 
financial condition, including revenues, expenses, liquidity, capital expenditures or capital resources that are material 
to investors. 

RELATED PARTY TRANSACTIONS 

The Company has revenues from two minority stockholders of the Company. The Company recognized revenues of 
approximately $137,500 and $9,600 from these stockholders for the years ended December 31, 2017 and 2016, 
respectively. The Company also had outstanding accounts receivable from the same stockholders of approximately 
$81,400 and $4,800 as of December 31, 2017 and 2016, respectively. Both of the stockholders, who were awarded 
stock as payment for consulting services, are current clients of the Company's CRM platform, with contracts ending 
July 15, 2019 and September 30, 2018, respectively. 

OUTSTANDING SHARE DATA 
 
As at December 31, 2017, the Company had the following securities outstanding: (i) 9,956,299 shares of common 
stock; (ii) 5,350,800 shares of Series Seed preferred stock; (iii) 5,003,655 shares of Series A preferred stock; and 
3,008,677 stock options to purchase shares of common stock of the Company at a weighted average exercise price of 
$0.31 per option. 
 
As at July 26, 2018, the effective date of this MD&A, the Company had the following securities outstanding: (i) 
10,473,124 shares of common stock; (ii) 5,350,800 shares of Series Seed preferred stock; (iii) 5,003,655 shares of 
Series A preferred stock; and (iv) 2,659,162 stock options to purchase shares of common stock of the Company at a 
weighted average exercise price of $0.36 per option. 

Year Ending December 31 Scheduled Payments

2018 118,890$                      
2019 250,080                        
2020 233,521                        

Total Future Minimum Lease Payments 602,491$                      

< 1 Year 1 to 3 Years 3 to 5 Years Total

Accounts Payable and Accrued Liabilities 733,945$      -$             -$             733,945$       
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ACCOUNTING MATTERS 

Critical Accounting Estimates 

The preparation of the Company's financial statements in conformity with IFRS requires management to apply 
estimates and assumptions that affect the reported amount of assets, liabilities, revenues, and expenses as well as 
certain disclosures within the financial statements. It also requires management to exercise judgement in applying the 
Company's accounting policies. Estimates, assumptions and other judgements are periodically evaluated and are based 
on management's experience and other factors, including expectations about future events that are believed to be 
reasonable under the circumstances. Actual results could differ significantly from those estimates. Revisions to 
accounting estimates are recognized in the period in which the estimate is revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future periods. 
 
The significant areas requiring estimates and assumptions in determining the reported amounts in the financial 
statements are as follows: 

Revenue Recognition  

The Company derives its revenues from software as a service contracts containing multiple deliverables including 
license fees, setup fees and usage-type fees. The transaction price is allocated to the separate performance obligations 
based on relative standalone selling prices. Revenue from license and setup fees, net of discounts, are recognized 
ratably over the period the customer expects to access the underlying intellectual property, including anticipated 
renewal periods. The Company has estimated this period to be three years. Revenue from usage-type fees is recognized 
when the customer obtains control of the underlying asset and assumes the risks and rewards of ownership. The 
Company presents revenues net of sales-related taxes.  

Property and Equipment 

Property and equipment is carried at cost and includes expenditures for new additions and those, which substantially 
increase the useful lives of existing assets. The Company reviews residual values and useful lives annually. If an item 
of property and equipment is comprised of major components with different useful lives, the components are 
accounted for as separate items and depreciated separately. Depreciation is computed by use of the straight-line 
method. Estimated depreciable lives generally range from three to seven years.  

Goodwill and Other Intangible Assets 

Goodwill is allocated to a cash generating unit, which is the smallest identifiable group of assets that generates cash 
inflows largely independently of other assets or groups of assets.  

Goodwill and other intangible assets are assessed for impairment at least annually and more frequently as triggering 
events may occur. In making this assessment, management relies on a number of factors, including operating results, 
business plans, economic projections, anticipated future cash flows and transactions and market place data. Any 
impairment losses determined to exist are recorded in the period the determination is made. There are inherent 
uncertainties related to these factors and management's judgment is involved in performing goodwill and other 
intangible assets valuation analyses, thus there is risk that the carrying value of goodwill and other intangible assets 
may be overstated or understated.  

The Company has elected to perform the annual impairment assessment of recorded goodwill and other intangible 
assets as of the end of the Company's fiscal year.  

Deferred Income Tax Assets 

Deferred Income Tax Assets are dependent upon the inputs used in assessing the recoverability of deferred income 
tax assets to the extent that the deductible temporary differences will reverse in the foreseeable future and that the 
Company will have future taxable income.  
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Income taxes for corporations are provided for the tax effects of transactions reported in the financial statements and 
consist of taxes currently due plus deferred taxes. Deferred taxes are recognized for the differences between the basis 
of assets and liabilities for financial statement and income tax purposes. Those differences relate primarily to fixed 
assets (use of different depreciation methods and lives for financial statement and income tax purposes) and certain 
accrued liabilities (use of accrual method for financial statement purposes and cash method for income tax purposes). 
The deferred tax assets and liabilities represent the future tax consequences of those differences, which will either be 
taxable or deductible when the assets and liabilities are recovered or settled. Deferred taxes are also recognized for 
any operating loss carry forwards, charitable contribution carry forwards and tax credit carry forwards that are 
available to offset future income taxes. A deferred tax asset is recognized only to the extent that it is probable that 
future taxable profits will be available against which the asset can be utilized.  

Stock-based Compensation 

Compensation cost for employee stock options or similar equity instruments, less expected forfeitures based upon a 
historical trend analysis, is measured at fair value on the grant date of the award and recognized on a straight-line basis 
over the requisite service period, which is typically the vesting period. The Company uses the Black-Scholes option 
pricing model to calculate the fair value of the awards. The Black-Scholes model requires estimates for stock price 
volatility, expected term and risk-free interest rates. The period of historical volatility used to derive the computed 
volatility is the same as the expected life of the option. Changes in these estimates could impact expense recognition 
for future awards. 

Adoption of New Accounting Policies 

None of the new accounting standards adopted during the year ended December 31, 2017 (see Note 1 of the audited 
financial statements for the year ended December 31, 2017) resulted in a change in accounting policies. 

Future Accounting Pronouncements 

In May 2014, the IASB issued IFRS 15, "Revenue from Contracts with Customers", as amended in September 2015 
and further clarified in April 2016, which supersedes nearly all existing revenue recognition guidance. This standard 
establishes principles for reporting the nature, amount, timing and uncertainty of revenue and cash flows arising from 
an entity's contract with customers. This standard is effective for annual periods beginning on or after January 1, 2018, 
with early adoption permitted. The Company has elected to early adopt and apply to all contracts since inception in 
2015.  

In July 2014, the IASB issued IFRS 9, "Financial Instruments", which revised guidance on the classification and 
measurement of financial instruments. In addition, the standard provided a new expected credit loss model for 
calculating impairment on financial assets and new general hedge accounting requirements. This standard is effective 
for annual periods beginning on or after January 1, 2018, with early adoption permitted. The Company is currently 
evaluating the effect of this standard.  

In January 2016, the IASB issued IFRS 16, "Leases". The standard introduces a single lessee accounting model and 
requires a lessee to recognize assets and liabilities for all leases with a term of more than 12 months, unless the 
underlying asset is of low value. A lessee is required to recognize a right-of-use asset representing its right to use the 
underlying leased asset and a lease liability representing its obligation to make lease payments. This standard is 
effective for annual periods beginning on or after January 1, 2019, with early adoption permitted, but no earlier than 
the entity's adoption of IFRS 15, "Revenue from Contracts with Customers". The Company is currently evaluating the 
effect of this standard.  

In June 2016, the IASB amended IFRS 2, "Share-Based Payment", to address (i) certain issues related to the 
accounting for cash settled awards and (ii) the accounting for equity settled awards that include a "net settlement" 
feature with respect to employee withholding taxes. This amendment is effective for annual periods beginning on or 
after January 1, 2018. The Company is currently evaluating the effect of this amendment.  
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 NON-IFRS MEASURES 
 
The Company has included a non-IFRS measure for "working capital" in this MD&A to supplement its financial 
statements, which are presented in accordance with IFRS. The Company believes that this measure provides investors 
with an improved ability to evaluate the performance of the Company. Non-IFRS measures do not have any 
standardized meaning prescribed under IFRS. Therefore, such measures may not be comparable to similar measures 
employed by other companies. The data is intended to provide additional information and should not be considered in 
isolation or as a substitute for measures of performance prepared in accordance with IFRS. 

FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT 

The Company's financial instruments consist of cash and cash equivalents, accounts receivable, and other liabilities. 
The carrying values of these financial instruments approximate their fair values. Financial instruments recorded at fair 
value are classified using a fair value hierarchy that reflects the significance of the inputs to fair value measurements. 
The three levels of hierarchy are: 

Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities; 

Level 2: Inputs other than quoted prices that are observable for the asset or liability, either directly or 
indirectly; and 

Level 3: Inputs for the asset or liability that are not based on observable market data. 

Financial Risk Management 

The Company is exposed in varying degrees to a variety of financial instrument related risks. The Board mitigates 
these risks by assessing, monitoring and approving the Company's risk management processes. 

Credit Risk 

Credit risk is the risk of a potential loss to the Company if a customer or third party to a financial instrument fails to 
meet its contractual obligations. The maximum credit exposure is the carrying amount of cash and cash equivalents. 
The Company does not have significant credit risk with respect to customers. All cash and cash equivalents are placed 
with major U.S. financial institutions. 

Liquidity Risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations associated with financial 
liabilities. The Company manages liquidity risk through the management of its capital structure. The Company's 
approach to managing liquidity is to ensure that it will have sufficient liquidity to settle obligations and liabilities 
when due. 

Market Risk 

Currency Risk 

The operating results and financial position of the Company are reported in U.S. dollars. Some of the Company's 
financial transactions are denominated in currencies other than the U.S. dollar. The results of the Company's operations 
are subject to currency transaction and translation risks. 

The Company has no hedging agreements in place with respect to foreign exchange rates. The Company has not 
entered into any agreements or purchased any instruments to hedge possible currency risks at this time. 
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Interest Rate Risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in market interest rates. Cash and cash equivalents bear interest at market rates. The Company's financial 
debts have fixed rates of interest and therefore expose the Company to a limited interest rate fair value risk. 

Price Risk 

Price risk is the risk of variability in fair value due to movements in equity or market prices. 

RISKS AND UNCERTAINTIES 

Unprofitable Operations 
  
The Company has incurred losses in recent periods. The Company may not be able to achieve or maintain profitability 
and may continue incurring significant losses in the future. In addition, the Company expects to continue increasing 
operating expenses as it implements initiatives to continue growing its business. If the Company's revenues do not 
increase at a higher proportion to offset these expected increases in costs and operating expenses, the Company may 
not generate profits. 
  
Dependence on Key Personnel 
  
Due to the technical nature of its business and the dynamic market in which the Company competes, the Company 
depends on its ability to attract and retain highly skilled developers and technology, engineering, managerial, 
marketing and sales personnel. In particular, the Company's future will depend in part on the continued services of 
each of its proposed executive officers and other key employees. Competition for qualified personnel in the industry 
in which the Company operates is intense. The Company believes that there are only a limited number of people with 
the requisite skills to serve in many key positions and it is difficult to hire and retain these people. The loss of one or 
more of these key personnel may have a significant adverse effect on the Company. 
  
Variable Revenues and Earnings 
  
The revenues and earnings of the Company may fluctuate from quarter to quarter. Revenues and earnings may vary 
quarter to quarter as a result of a number of factors, including the timing of releases of new products or services, the 
timing of substantial sales orders or deliveries, activities of the Company's competitors, concentration in the 
Company's customer base, transition periods associated with the migration to new technologies, potential 
commoditization and saturation in certain markets, impairment of goodwill or intangible assets which may result in a 
significant change to earnings in the period in which an impairment is determined, and operating expenses that are 
generally fixed in the short-term and therefore difficult to rapidly adjust to different levels of business. Any of the 
factors listed above could cause significant variations to the Company's revenues, gross margin and earnings in any 
given quarter. 
  
Additional Financing 
  
In order to execute its anticipated growth strategy, the Company may require additional equity and/or debt financing 
to support ongoing operations, to undertake capital expenditures, or to undertake business combination transactions 
or other initiatives. There can be no assurance that additional financing will be available to the Company when needed 
or on terms which are acceptable. The Company's inability to raise additional financing could limit the Company's 
growth and may have a material adverse effect upon its business, operations, results, financial condition or prospects. 
If additional funds are raised through further issuances of equity or debt convertible into equity, existing shareholders 
could suffer significant dilution, and any new equity securities issued could have rights, preferences and privileges 
superior to those of holders of the Company's shares. Any debt financing secured in the future could involve restrictive 
covenants relating to capital raising activities and other financial and operational matters, which may make it more 
difficult for the Company to obtain additional capital and to pursue business opportunities. 
  
Competition 
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Given the size of the overall market, the low barriers to entry and the difficulty differentiating, a number of competitive 
strategies may emerge. Some competitors may be turn-key providers; some may focus on market verticals or 
industries. Geographical reach and customer service may also play an important role in competitive landscape. 
   
Cyber Security 
  
The Company relies on our information technology to process, transmit and store electronic information. A breach in 
the security of our information technology could expose our business to a risk of loss, misuse or interruption of critical 
information and functions. This could affect our operations, damage our assets, result in safety incidents, reputational 
harm, competitive disadvantage, regulatory enforcement actions and potential litigation, which could have a material 
adverse effect on our operations, financial position and results of operations. 
 



 

 

MANAGEMENT'S DISCUSSION AND ANALYSIS OF  
FINANCIAL CONDITION AND RESULTS OF OPERATIONS FOR  

THE YEAR ENDED DECEMBER 31, 2016 

This management's discussion and analysis ("MD&A") of the financial condition and results of operations of Baker 
Technologies, Inc. (the "Company", "Baker", "we", "us" or "our") is for the year ended December 31, 2016. It is 
supplemental to, and should be read in conjunction with, the Company's audited financial statements and the 
accompanying notes for the year ended December 31, 2016. The Company's financial statements are prepared in 
accordance with International Financial Reporting Standards ("IFRS"). Financial information presented in this 
MD&A is presented in United States dollars ("$" or "US$"), unless otherwise indicated. 

This MD&A has been prepared by reference to the MD&A disclosure requirements established under National 
Instrument 51-102 – Continuous Disclosure Obligations of the Canadian Securities Administrators. 

The effective date of this MD&A is July 26, 2018. 

This MD&A contains certain "forward-looking information" and "forward-looking statements", as defined in 
applicable securities laws (collectively referred to herein as "forward-looking statements"). Forward-looking 
statements are prospective and by their nature require the Company to make certain assumptions and are subject to 
inherent risks and uncertainties. There can be no assurance that forward-looking statements will prove to be accurate, 
and readers are cautioned not to place undue reliance on the forward-looking statements contained in this MD&A. 
All statements, other than statements of historical fact, are forward-looking statements. Often, but not always, 
forward-looking statements can be identified by the use of the words "continue", "expect", "anticipate", "estimate", 
"forecast", "believe", "intend", "schedule", "budget", "plan" or "project" or variations of, or the negatives of, such 
words and phrases, or statements that certain actions, events or results "may", "could", "should", "would", "might" 
or "will" be taken, occur or be achieved. Forward-looking statements in this MD&A include, but are not limited to, 
statements with respect to management's expectations, intentions and beliefs concerning the growth, strategy, results 
of operations, performance, business prospects and opportunities of the Company, the general economy, and the 
future financial position or results of the Company. 
 
In order to give such forward-looking statements, the Company has made certain assumptions about the Company's 
business, the economy and the industry in general and has also assumed that no significant events occur outside of 
the Company's normal course of business. Although the assumptions were considered reasonable by management of 
the Company at the time the forward-looking statements were given, there can be no assurance that such assumptions 
will prove to be accurate. 
 
In addition, the following are material factors that could cause actual results to differ materially from a conclusion, 
guidance, forecast or projection contained in the forward-looking statements in this MD&A: dependence on key 
personnel, general economic conditions, the Company's limited operating history, industry conditions, currency 
fluctuations, competition from other industry participants, dilution of interests of stockholders, and ability to access 
sufficient capital from internal and external sources. Although the Company has attempted to identify material factors 
that could cause actual results to differ materially from a conclusion, guidance, forecast or projection contained in 
the forward-looking statements, there may be other factors that could cause results to differ from what is anticipated, 
estimated or intended. Those factors are described or referred to below in this MD&A under the heading "Risk and 
Uncertainties" and elsewhere herein. Additional risks and uncertainties not presently known to the Company or that 
the Company currently deems immaterial may also impair the Company's business operations. 
 
The forward-looking statements in this MD&A are given as of the date hereof and are based upon the opinions and 
estimates of management and information available to management as at the date hereof. The Company undertakes 
no obligation to update publicly or otherwise revise any forward-looking statements, whether as a result of new 
information, future events or otherwise, except as may be required by law. If the Company does update one or more 
forward-looking statements, no inference should be drawn that it will make additional updates with respect to those 
or other forward-looking statements, unless required by law. 
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BUSINESS OVERVIEW 

Baker was organized as a limited liability company on September 16, 2014 in the State of Colorado and was 
subsequently incorporated under the name "Baker Technologies, Inc." pursuant to the General Corporation Law of 
the State of Delaware on July 14, 2015.  

With expertise in retail, technology and cannabis, the Company helps cannabis dispensaries drive revenue and build 
relationships with their customers through a cannabis-specific Customer Relationship Management ("CRM") 
platform featuring online ordering, customer loyalty, customer messaging and analytics. With over 20 integrations 
and growing, the Company is creating a seamless tech ecosystem where dispensaries can easily transition between 
ancillary services. The Company's CRM platform is powered by the Company's own proprietary intellectual property, 
which was built from the ground up by one of the Company's co-founders with over 20 years of software engineer 
experience, and continues to grow in a way that is only possible due to the Company's constantly expanding team of 
experienced software engineers and product experts.  
 
Baker has become a brand known for reliable, scalable technology with cutting-edge features and best-in-class 
customer success services. As the industry-leading software as a service platform, Baker is the trusted CRM solution 
for cannabis dispensaries across the United States. 
 
The Company's goal is to give the cannabis industry the most intuitive technology to help cannabis retailers run more 
successful businesses. Baker believes that the cannabis shopping experience should be as comfortable and 
personalized as it is in every other retail environment. By providing an integrated and easy-to-use technology platform, 
Baker is helping propel the cannabis industry forward.  
 
Our Performance 

License count for the year ended December 31, 2016 was 147, an increase of 139, or 1,738%, compared to a license 
count of eight for the year ended December 31, 2015. The increase in license count was primarily due to expansion of 
our product offerings and opening of new legal cannabis markets across the United States, which provided greater 
opportunity for sales.   

Our recent success in achieving a 1,738% increase, as of December 31, 2016, as noted above, in license count in 
United States markets as compared to December 31, 2015 is attributable to our aggressive market expansion strategy 
which has been a key driver of our revenue growth. We have identified additional high potential markets in which we 
plan to continue to execute our expansion strategy. We expect labor and growth related costs as well as marketing and 
selling expenses required to support these initiatives will continue to grow in proportion to revenue growth.  

At December 31, 2016, the Company had assets of $2.004 million and shareholders' equity of $1.743 million. This 
compares with assets of $855,000 and shareholders' deficit of $60,000 at December 31, 2015. At December 31, 2016, 
the Company had $260,000 of current liabilities, compared to $14,000 of current liabilities at December 31, 2015. 

At December 31, 2016, the Company had a working capital of 1.727 million, compared to a working capital of 
$836,000 at December 31, 2015. The Company had cash of $1.954 million at December 31, 2016, compared to 
$794,000 at December 31, 2015, an increase of $1.160 million, primarily due to the issuance of the Company's Series 
Seed preferred shares. The Company believes that additional financing will be required to fund its operating expenses 
as it searches for suitable assets or businesses to merge with or acquire and/or to pursue a transaction if an appropriate 
merger or acquisition opportunity is identified. See "Liquidity and Capital Resources". 

Trends 

Management regularly monitors economic conditions and estimates their impact on the Company's operations and 
incorporates these estimates in both short-term operating and longer-term strategic decisions. Apart from these and 
the risk factors noted under the heading "Risks and Uncertainties", management is not aware of any other trends, 
commitments, events or uncertainties that would have a material effect on the Company's business, financial condition 
or results of operations. 
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Components of Results of Operations 

Revenue 

We derive our revenue from software as a service contracts containing multiple deliverables including license fees 
and usage-type fees. For the year ended December 31, 2016, approximately 39 percent of our revenue was generated 
from sales in Colorado, approximately 34 percent of our revenue was generated from sales in Oregon, with the 
remaining sales split between 11 states and territories. Revenue from license fees, net of discounts, are recognized 
ratably over the period the customer expects to access the underlying intellectual property, including anticipated 
renewal periods. The Company has estimated this period to be three years. Revenue from usage-type fees is recognized 
when the customer obtains control of the underlying asset and assumes the risks and rewards of ownership. 

Selling, General and Administrative Expenses ("SG&A") 

SG&A expenses consist of selling costs to obtain and support our customer relationships. It also includes a significant 
investment in marketing activities and the corporate infrastructure required to support our ongoing business. 

Selling costs generally correlate to revenue, including costs directly attributable to license fees and usage-type fees. 
As a percentage of sales, we expect selling costs to increase as our business continues to grow. The increase is expected 
to be driven primarily by the continued growth of our market share. 

General and administrative expenses represent costs incurred in our corporate offices, primarily related to personnel 
costs, including salaries, benefits, stock-based compensation and other professional service costs, including legal and 
accounting. We expect to continue to invest considerably in this area to support our aggressive market share plans and 
to support the increasing complexity of the cannabis business. Furthermore, we expect to continue to incur acquisition 
and transaction costs related to our expansion plans, as well as stock compensation expenses related to recruiting and 
hiring talent. 

Income Taxes 

We are subject to income taxes in the jurisdictions in which we operate and, consequently, income tax expense is a 
function of the allocation of taxable income by jurisdiction and the various activities that impact the timing of taxable 
events.   

SELECTED FINANCIAL INFORMATION 

The following table sets forth selected financial information for the periods indicated that was derived from our audited 
financial statements and the respective accompanying notes prepared in accordance with IFRS. The selected financial 
information set out below may not be indicative of Baker's future performance. 
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RESULTS OF OPERATIONS 

Year Ended December 31, 2016 vs. Year Ended December 31, 2015 

Revenue 

Revenue for the year ended December 31, 2016 was $168,000, an increase of $167,000, or 16,700%, compared to 
revenue of $1,000 for the year ended December 31, 2015. The increase in revenue was driven by an increase in licenses 
under contract which was driven by our strategy for market share dominance.  See "Business Overview". 

The Company expects to progressively increase its revenues over the next 12 months from an increasing number of 
customers subscribing to its CRM platform and new legal cannabis markets opening in the United States.  

Total Expenses 

Total expenses for the year ended December 31, 2016 were $1.471 million, an increase of $901,000, or 158%, 
compared to total expenses of $570,000 for the year ended December 31, 2015, which represents 876% of revenue for 
the year ended December 31, 2016 compared to 57,000% of revenue for the year ended December 31, 2015. The 
increase in total expenses was attributable to an increase in the number of licenses and an increase in headcount and 

2016 2015

Revenue 167,720$           1,387$              

Operating expenses 1,471,317$        569,893$           

Net loss after taxes 1,316,722$        569,834$           

Net loss per share - basic and diluted (13.52)$             (6.06)$               

Weighted average shares - basic and diluted * 97,375              94,026              

Cash and cash equivalents 1,953,897$        793,851$           

Working capital 1,727,344$        836,066$           

Total Assets 2,003,601$        854,716$           

Long-term debt -$                  900,000$           

Shareholders' equity 1,743,102$        (59,629)$            

Dividends, per share -$                  -$                  

As of and for the 

Year Ended December 31
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operating costs. We increased our headcount by 19 employees, or 119%, from December 31, 2015 to December 31, 
2016 to support our overall growth strategy.  See "Business Overview". 

The Company expects to progressively increase its expenses over the next 12 months as needed for purposes of hiring 
additional employees to maintain growth in market share as well as the related expenses with an increased number of 
licenses.  

Provision for Income Taxes 

There was no provision for income taxes for either the year ended December 31, 2016 or the year ended December 
31, 2015. For the year ended December 31, 2016, the effective tax rate was about 18% and varied from the statutory 
tax rate of 35%.  See "Business Overview". 

Net Loss 

Net loss for the year ended December 31, 2016 was $1.317 million, an increased loss of $747,000, or 131%, compared 
to a net loss of $570,000 for the year ended December 31, 2015. The increase in net loss was driven by the factors 
described above under "Total Expenses". 

FOURTH QUARTER RESULTS 

Three Months Ended December 31, 2016 vs. Three Months Ended December 31, 2015 

Revenue 

Revenue for the three months ended December 31, 2016 was $101,000, an increase of $100,000, or 10,000%, 
compared to revenue of $1,000 for the three months ended December 31, 2015. The increase in revenue was driven 
by an increase in licenses under contract which was driven by our strategy for market share dominance.  See "Business 
Overview". 

The Company expects to progressively increase its revenues over the next 12 months from an increasing number of 
customers subscribing to its CRM platform and new legal cannabis markets opening in the United States.  

Total Expenses 

Total expenses for the three months ended December 31, 2016 were $604,000, an increase of $156,000, or 35%, 
compared to total expenses of $448,000 for the three months ended December 31, 2015, which represents 598% of 
revenue for the three months ended December 31, 2016 compared to 44,800% of revenue for the three months ended 
December 31, 2015. The increase in total expenses was attributable to an increase in the number of licenses and an 
increase in headcount and operating costs. We increased our average quarterly headcount by about 120% from 
December 31, 2015 to December 31, 2016 to support our overall growth strategy.  See "Business Overview". 

The Company expects to progressively increase its expenses over the next 12 months as needed for purposes of hiring 
additional employees to maintain growth in market share.  

Provision for Income Taxes 

There was no provision for income taxes for either the three months ended December 31, 2016 or the three months 
ended December 31, 2015. For the three months ended December 31, 2016, the effective tax rate was about 18% and 
varied from the statutory tax rate of about 35%.  See "Business Overview". 
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Net Loss 

Net loss for the three months ended December 31, 2016 was $516,000, an increased loss of $68,000, or 15%, compared 
to a net loss of $448,000 for the three months ended December 31, 2015. The increase in net loss was driven by the 
factors described above under "Total Expenses". 

SUMMARY OF QUARTERLY RESULTS 

The below table highlights selected financial information for each of the six most recent quarters that, in management's 
opinion, have been prepared on a basis consistent with the accounting policies stated in the audited financial statements 
for the year ended December 31, 2016. The financial information presented reflects all adjustments which are, in the 
opinion of management, necessary for a fair presentation of results for the interim periods. 

LIQUIDITY AND CAPITAL RESOURCES 
 
Overview 

The Company's objective when managing capital is to ensure that it has the appropriate capital structure to execute its 
strategic business plan while not creating risk to its ability to operate as a going concern. The Company's liquidity 
needs in the short term and long term can be sourced multiple ways including: funds from operations, available cash 
balances, new debt instruments and equity issuances. 

Liquidity 

The table below sets out the cash, short-term investments, long-term debt and working capital as at December 31, 
2016 and December 31, 2015. 

 

Sept 30, 2015 Dec. 31, 2015 Mar. 31, 2016 June 30, 2016 Sept 30, 2016 Dec. 31, 2016

Revenue 312$                 1,076$              2,836$              16,316$             47,724$             100,820$           

Operating expenses 121,907$           447,988$           217,556$           319,692$           329,919$           604,126$           

Net loss from operations 121,595$           446,912$           214,720$           303,376$           282,195$           503,306$           

Net loss after taxes 121,595$           448,240$           214,720$           303,376$           282,195$           516,431$           

Net loss per share - basic and diluted (1.27)$               (4.60)$               (2.21)$               (3.12)$               (2.90)$               (5.30)$               

Weighted average shares - basic and diluted * 95,396              97,375              97,375              97,375              97,375              97,375              

Three months ended

December 31, 2016 December 31, 2015

Cash & cash equivalents 1,953,897$                793,851$                   

Restricted short-term investments -$                         -$                         

Long-term debt -$                         900,000$                   

Working capital 1,727,344$                836,066$                   

Working capital ratio 7.63                         59.28                        
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The Company's liquid assets as at December 31, 2016 and 2015 were cash and cash equivalents. The Company's level 
of liquid assets is relevant to meet the current operating needs of the company.  

As at December 31, 2016, the Company had cash and cash equivalents available of $1.954 million, up from $794,000 
as at December 31, 2015. The increase since December 31, 2015 was primarily due to the issuance of shares of Series 
Seed preferred stock for $1.600 million, the proceeds from issuing notes payable for $575,000, and an increase in 
deferred revenue of $173,000. These were offset by the financing of the net loss of $1.317 million.  While the Company 
has incurred cash losses to date, management anticipates eventual cash profitability of the business, though there can 
be no assurance that the Company will be able to generate sufficient positive cash flow to reach sustained profitability. 

The Company monitors its level of working capital and working capital ratio in order to assess the ability to continue 
to fund operating costs. The level of working capital has increased from $836,000 as at December 31, 2015 to $1.727 
million as at December 31, 2016. The level of the working capital ratio has decreased from 59.28 as at December 31, 
2015 as compared to 7.63 as at December 31, 2016. The increase in the working capital is primarily driven by the 
fundraising incurred in the year.  

The Company has no lease commitments, purchase commitments or other liabilities beyond those that are shown on 
its balance sheet at December 31, 2016. 

Capital Resources 

The Company's authorized share capital as of December 31, 2016 consists of 185,000 shares of common stock and 
56,500 shares of Series Seed preferred stock, of which 97,375 shares of common stock and 53,508 shares of Series 
Seed preferred stock were issued and outstanding as at December 31, 2016. As at December 31, 2015, 97,375 shares 
of common stock were issued and outstanding. 
 
The Company issued 53,508 shares of Series Seed preferred stock on November 17, 2016 at $111.11 per share. As at 
December 31, 2016, 7,477 stock options were outstanding under the Company's 2016 Equity Incentive Plan. 
 
Cash Flows 

The chart below highlights the Company's cash flows during the years ended December 31, 2016 and 2015. 

 

Cash Used in Operating Activities 

Net cash used in operating activities was $999,000 for the year ended December 31, 2016, an increase of $522,000, 
or 109%, compared to $477,000 for the year ended December 31, 2015. The increase in net cash used in operating 
activities was primarily due to an increase in net loss. 

Net cash provided by (used in) December 31, 2016 December 31, 2015

Operating activities (993,331)$                  (477,376)$                  

Investing activities (15,623)$                   (4,603)$                     

Financing activities 2,175,000$                1,275,830$                

Cash and cash equivalents, beginning of period 793,851$                   -$                         

Cash and cash equivalents, end of period 1,959,897$                793,851$                   
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Cash Flow from Investing Activities 

Net cash used in investing activities was $16,000 for the year ended December 31, 2016, an increase of $11,000, or 
220%, compared to $5,000 for the year ended December 31, 2015. The increase in net cash used in investing activities 
was due to an increase in purchases of property and equipment. 

Cash Flow from Financing Activities 

Net cash provided in financing activities was $2.175 million for the year ended December 31, 2016, an increase of 
$899,000, or 70%, compared to $1.276 million for the year ended December 31, 2015. The increase in net cash 
provided by financing activities was primarily due to the proceeds from issuance of preferred stock and notes payable. 

CONTRACTUAL OBLIGATIONS 

As of December 31, 2016, and in the normal course of business, the Company has the following contractual 
obligations: 

  
 

OFF-BALANCE SHEET ARRANGEMENTS AND PROPOSED TRANSACTIONS 

As at December 31, 2016, the Company has no material undisclosed off-balance sheet arrangements or proposed 
transactions that have, or are reasonably likely to have, a current or future effect on its financial performance or 
financial condition, including revenues, expenses, liquidity, capital expenditures or capital resources that are material 
to investors. 

RELATED PARTY TRANSACTIONS 

The Company has no related party transactions as of December 31, 2016 and 2015. 

OUTSTANDING SHARE DATA 
 
As at December 31, 2016, the Company had the following securities outstanding: (i) 97,375 shares of common stock; 
(ii) 53,508 shares of Series Seed preferred stock; and (iii) 7,477 stock options to purchase shares of common stock of 
the Company at a weighted average exercise price of $10 per share. 

 
As at July 26, 2018, the effective date of this MD&A, the Company had the following securities outstanding: (i) 
10,473,124 shares of common stock; (ii) 5,350,800 shares of Series Seed preferred stock; (iii) 5,003,655 shares of 
Series A preferred stock; and (iv) 2,659,162 stock options to purchase shares of common stock of the Company at a 
weighted average exercise price of $0.36 per option. The Company completed a stock split on August 16, 2017. 

ACCOUNTING MATTERS 

Critical Accounting Estimates 

The preparation of the Company's financial statements in conformity with IFRS requires management to apply 
estimates and assumptions that affect the reported amount of assets, liabilities, revenues, and expenses as well as 
certain disclosures within the financial statements. It also requires management to exercise judgement in applying the 
Company's accounting policies. Estimates, assumptions and other judgements are periodically evaluated and are based 

< 1 Year 1 to 3 Years 3 to 5 Years Total

Accounts Payable and Accrued Liabilities 84,864$        -$             -$             84,864$        
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on management's experience and other factors, including expectations about future events that are believed to be 
reasonable under the circumstances. Actual results could differ significantly from those estimates. Revisions to 
accounting estimates are recognized in the period in which the estimate is revised if the revision affects only that 
period, or in the period of the revision and future periods if the revision affects both current and future periods. 

The significant areas requiring estimates and assumptions in determining the reported amounts in the financial 
statements are as follows: 

Revenue Recognition  

The Company derives its revenues from software as a service contracts containing multiple deliverables including 
license fees, setup fees and usage-type fees. The transaction price is allocated to the separate performance obligations 
based on relative standalone selling prices. Revenue from license and setup fees, net of discounts, are recognized 
ratably over the period the customer expects to access the underlying intellectual property, including anticipated 
renewal periods. The Company has estimated this period to be three years. Revenue from usage-type fees is recognized 
when the customer obtains control of the underlying asset and assumes the risks and rewards of ownership. The 
Company presents revenues net of sales-related taxes.  

Property and Equipment 

Property and equipment is carried at cost and includes expenditures for new additions and those, which substantially 
increase the useful lives of existing assets. The Company reviews residual values and useful lives annually. If an item 
of property and equipment is comprised of major components with different useful lives, the components are 
accounted for as separate items and depreciated separately. Depreciation is computed by use of the straight-line 
method. Property and equipment primarily consists of computer equipment and the related depreciable life is estimated 
at three years.  

Deferred Income Tax Assets 

Deferred Income Tax Assets are dependent upon the inputs used in assessing the recoverability of deferred income 
tax assets to the extent that the deductible temporary differences will reverse in the foreseeable future and that the 
Company will have future taxable income.  

Income taxes for corporations are provided for the tax effects of transactions reported in the financial statements and 
consist of taxes currently due plus deferred taxes. Deferred taxes are recognized for the differences between the basis 
of assets and liabilities for financial statement and income tax purposes. Those differences relate primarily to fixed 
assets (use of different depreciation methods and lives for financial statement and income tax purposes) and certain 
accrued liabilities (use of accrual method for financial statement purposes and cash method for income tax purposes). 
The deferred tax assets and liabilities represent the future tax consequences of those differences, which will either be 
taxable or deductible when the assets and liabilities are recovered or settled. Deferred taxes are also recognized for 
any operating loss carry forwards, charitable contribution carry forwards and tax credit carry forwards that are 
available to offset future income taxes. A deferred tax asset is recognized only to the extent that it is probable that 
future taxable profits will be available against which the asset can be utilized.  

Stock-based Compensation 

Compensation cost for employee stock options or similar equity instruments, less expected forfeitures based upon a 
historical trend analysis, is measured at fair value on the grant date of the award and recognized on a straight-line basis 
over the requisite service period, which is typically the vesting period. The Company uses the Black-Scholes option 
pricing model to calculate the fair value of the awards. The Black-Scholes model requires estimates for stock price 
volatility, expected term and risk-free interest rates. The period of historical volatility used to derive the computed 
volatility is the same as the expected life of the option. Changes in these estimates could impact expense recognition 
for future awards. 
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Notes Payable 

Notes Payable are dependent upon the market rate of interest used to estimate the fair value of the liability components 
of notes payable with conversion features. 

The Company issued notes containing a conversion feature whereby upon the closing of the next equity financing, 
these notes payable automatically convert into that number of conversion shares equal to the quotient obtained by 
dividing the purchase price and any unpaid accrued interest by the conversion price. For convertible compound 
instruments with a conversion feature that exchanges a fixed amount of cash for a fixed number of shares, IFRS 
requires bifurcation and split accounting between the liability and equity components of the instrument. The liability 
component is recognized at fair value calculated by discounting the cash flows associated with the liability component 
at a market rate for nonconvertible debt and the equity conversion feature is measured as the residual amount and 
recognized in equity with no subsequent remeasurement.  

Adoption of New Accounting Policies 

None of the new accounting standards adopted during the year ended December 31, 2016 (see Note 1 of the audited 
financial statements for the year ended December 31, 2016) resulted in a change in accounting policies. 

Future Accounting Pronouncements 

In May 2014, the IASB issued IFRS 15, "Revenue from Contracts with Customers", as amended in September 2015 
and further clarified in April 2016, which supersedes nearly all existing revenue recognition guidance. This standard 
establishes principles for reporting the nature, amount, timing and uncertainty of revenue and cash flows arising from 
an entity's contract with customers. This standard is effective for annual periods beginning on or after January 1, 2018, 
with early adoption permitted. The Company has elected to early adopt and apply to all contracts since inception.  
 
In July 2014, the IASB issued IFRS 9, "Financial Instruments", which revised guidance on the classification and 
measurement of financial instruments. In addition, the standard provided a new expected credit loss model for 
calculating impairment on financial assets and new general hedge accounting requirements. This standard is effective 
for annual periods beginning on or after January 1, 2018, with early adoption permitted. The Company is currently 
evaluating the effect of this standard.  
 
In January 2016, the IASB issued IFRS 16, "Leases". The standard introduces a single lessee accounting model and 
requires a lessee to recognize assets and liabilities for all leases with a term of more than 12 months, unless the 
underlying asset is of low value. A lessee is required to recognize a right-of-use asset representing its right to use the 
underlying leased asset and a lease liability representing its obligation to make lease payments. This standard is 
effective for annual periods beginning on or after January 1, 2019, with early adoption permitted, but no earlier than 
the entity's adoption of IFRS 15, "Revenue from Contracts with Customers". The Company is currently evaluating the 
effect of this standard.  
 
In June 2016, the IASB amended IFRS 2, "Share-Based Payment", to address (i) certain issues related to the 
accounting for cash settled awards and (ii) the accounting for equity settled awards that include a "net settlement" 
feature with respect to employee withholding taxes. This amendment is effective for annual periods beginning on or 
after January 1, 2018. The Company is currently evaluating the effect of this amendment.  

 
Combination 

The financial information in the MD&A includes Baker Technologies, Inc. and Baker Technologies LLC, all under 
common ownership. On July 14, 2015, the net assets exchanged were transferred from the limited liability company 
to the corporation at cost. The results of operations for the year ended December 31, 2015, have been presented as 
though the transfer of net assets occurred at the beginning of 2015. All significant intercompany balances and 
transactions have been eliminated in combination.  
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NON-IFRS MEASURES 
 
The Company has included a non-IFRS measure for "working capital" in this MD&A to supplement its financial 
statements, which are presented in accordance with IFRS. The Company believes that this measure provides investors 
with an improved ability to evaluate the performance of the Company. Non-IFRS measures do not have any 
standardized meaning prescribed under IFRS. Therefore, such measures may not be comparable to similar measures 
employed by other companies. The data is intended to provide additional information and should not be considered in 
isolation or as a substitute for measures of performance prepared in accordance with IFRS. 

FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT 

The Company's financial instruments consist of cash and cash equivalents, accounts receivable, and other liabilities. 
The carrying values of these financial instruments approximate their fair values. Financial instruments recorded at fair 
value are classified using a fair value hierarchy that reflects the significance of the inputs to fair value measurements. 
The three levels of hierarchy are: 

Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities; 

Level 2: Inputs other than quoted prices that are observable for the asset or liability, either directly or 
indirectly; and 

Level 3: Inputs for the asset or liability that are not based on observable market data. 

Financial Risk Management 

The Company is exposed in varying degrees to a variety of financial instrument related risks. The Board mitigates 
these risks by assessing, monitoring and approving the Company's risk management processes. 

Credit Risk 

Credit risk is the risk of a potential loss to the Company if a customer or third party to a financial instrument fails to 
meet its contractual obligations. The maximum credit exposure is the carrying amount of cash and cash equivalents. 
The Company does not have significant credit risk with respect to customers. All cash and cash equivalents are placed 
with major U.S. financial institutions. 

Liquidity Risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations associated with financial 
liabilities. The Company manages liquidity risk through the management of its capital structure. The Company's 
approach to managing liquidity is to ensure that it will have sufficient liquidity to settle obligations and liabilities 
when due. 

Market Risk 

Currency Risk 

The operating results and financial position of the Company are reported in U.S. dollars. Some of the Company's 
financial transactions are denominated in currencies other than the U.S. dollar. The results of the Company's operations 
are subject to currency transaction and translation risks. 

The Company has no hedging agreements in place with respect to foreign exchange rates. The Company has not 
entered into any agreements or purchased any instruments to hedge possible currency risks at this time. 
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Interest Rate Risk 

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of 
changes in market interest rates. Cash and cash equivalents bear interest at market rates. The Company's financial 
debts have fixed rates of interest and therefore expose the Company to a limited interest rate fair value risk. 

Price Risk 

Price risk is the risk of variability in fair value due to movements in equity or market prices. 

RISKS AND UNCERTAINTIES 

Unprofitable Operations 
  
The Company has incurred losses in recent periods. The Company may not be able to achieve or maintain profitability 
and may continue incurring significant losses in the future. In addition, the Company expects to continue increasing 
operating expenses as it implements initiatives to continue growing its business. If the Company's revenues do not 
increase at a higher proportion to offset these expected increases in costs and operating expenses, the Company may 
not generate profits. 
  
Dependence on Key Personnel 
  
Due to the technical nature of its business and the dynamic market in which the Company competes, the Company 
depends on its ability to attract and retain highly skilled developers and technology, engineering, managerial, 
marketing and sales personnel. In particular, the Company's future will depend in part on the continued services of 
each of its proposed executive officers and other key employees. Competition for qualified personnel in the industry 
in which the Company operates is intense. The Company believes that there are only a limited number of people with 
the requisite skills to serve in many key positions and it is difficult to hire and retain these people. The loss of one or 
more of these key personnel may have a significant adverse effect on the Company. 
  
Variable Revenues and Earnings 
  
The revenues and earnings of the Company may fluctuate from quarter to quarter. Revenues and earnings may vary 
quarter to quarter as a result of a number of factors, including the timing of releases of new products or services, the 
timing of substantial sales orders or deliveries, activities of the Company's competitors, concentration in the 
Company's customer base, transition periods associated with the migration to new technologies, potential 
commoditization and saturation in certain markets, impairment of goodwill or intangible assets which may result in a 
significant change to earnings in the period in which an impairment is determined, and operating expenses that are 
generally fixed in the short-term and therefore difficult to rapidly adjust to different levels of business. Any of the 
factors listed above could cause significant variations to the Company's revenues, gross margin and earnings in any 
given quarter. 
  
Additional Financing 
  
In order to execute its anticipated growth strategy, the Company may require additional equity and/or debt financing 
to support ongoing operations, to undertake capital expenditures, or to undertake business combination transactions 
or other initiatives. There can be no assurance that additional financing will be available to the Company when needed 
or on terms which are acceptable. The Company's inability to raise additional financing could limit the Company's 
growth and may have a material adverse effect upon its business, operations, results, financial condition or prospects. 
If additional funds are raised through further issuances of equity or debt convertible into equity, existing shareholders 
could suffer significant dilution, and any new equity securities issued could have rights, preferences and privileges 
superior to those of holders of the Company's shares. Any debt financing secured in the future could involve restrictive 
covenants relating to capital raising activities and other financial and operational matters, which may make it more 
difficult for the Company to obtain additional capital and to pursue business opportunities. 
  
Competition 
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Given the size of the overall market, the low barriers to entry and the difficulty differentiating, a number of competitive 
strategies may emerge. Some competitors may be turn-key providers; some may focus on market verticals or 
industries. Geographical reach and customer service may also play an important role in competitive landscape. 
   
Cyber Security 
  
The Company relies on our information technology to process, transmit and store electronic information. A breach in 
the security of our information technology could expose our business to a risk of loss, misuse or interruption of critical 
information and functions. This could affect our operations, damage our assets, result in safety incidents, reputational 
harm, competitive disadvantage, regulatory enforcement actions and potential litigation, which could have a material 
adverse effect on our operations, financial position and results of operations. 
 



MANAGEMENT'S DISCUSSION AND ANALYSIS OF
FINANCIAL CONDITION AND RESULTS OF OPERATIONS FOR

THE PERIOD FROM DECEMBER 9, 2016 (DATE OF INCEPTION) TO DECEMBER 31, 2017 AND THE
THREE AND SIX MONTHS ENDED JUNE 30, 2018

This management discussion and analysis ("MD&A") of the financial condition and results of operations of
Briteside Holdings, LLC and its subsidiaries (collectively, the "Company" or "Briteside") is for the period from
December 9, 2016 (date of inception) to December 31, 2017 and for the three and six months ended June 30, 2018.
It is supplemental to, and should be read in conjunction with, the Company's audited combined financial statements
and the accompanying notes for the period from December 9, 2016 (date of inception) and ended December 31,
2017 and the Company's unaudited interim combined financial statements and the accompanying notes for the three
and six months ended June 30, 2018. The Company's financial statements are prepared in accordance with
International Financial Reporting Standards ("IFRS"). Financial information presented in this MD&A is presented
in United States dollars ("$" or "US$"), unless otherwise indicated.

This MD&A has been prepared by reference to the MD&A disclosure requirements established under National
Instrument 51-102 – Continuous Disclosure Obligations of the Canadian Securities Administrators.

This MD&A includes "forward-looking statements", within the meaning of applicable United States and Canadian
securities legislation, which are based on the opinions and estimates of management and are subject to a variety of
risks and uncertainties and other factors that could cause actual events or results to differ materially from those
projected in the forward-looking statements (see “Risk factors”). While these forward-looking statements, and any
assumptions upon which they are based, are made in good faith and reflect our current judgment regarding the
direction of our business, actual results will almost always vary, sometimes materially, from any estimates,
predictions, projections, assumptions, or other future performance suggested herein.

Forward-looking statements are often, but not always, identified by the use of words such as "seek", "anticipate",
"budget", "plan", "continue", "estimate", "expect", "forecast", "may", "will", "project", "predict", "potential",
"targeting", "intend", "could", "might", "should", "believe" and similar words suggesting future outcomes or
statements regarding an outlook. These statements involve known and unknown risks, uncertainties and other
factors that may cause actual results or events to differ materially from those anticipated in such forward-looking
statements. These forward-looking statements include but are not limited to statements concerning:

The Company’s success at completing future financings;
The Company’s strategies and objectives;
The Company’s cost reductions and other financial operating objectives;
The availability of qualified employees for business operations;
General business and economic conditions;
The Company’s ability to meet its financial obligations as they become due;
The Company’s ability to identify, successfully negotiate and/or finance an acquisition of a new business
opportunity;
The positive cash flows and financial viability of new business opportunities;
The Company’s ability to manage growth with respect to a new business opportunity; and
The Company’s tax position, anticipated tax refunds and the tax rates applicable to the Company.

Readers are cautioned that the preceding list of risks, uncertainties, assumptions and other factors are not
exhaustive. Events or circumstances could cause actual results to differ materially from those estimated or projected
and expressed in, or implied by these forward-looking statements. Due to the risks, uncertainties and assumptions
inherent in forward-looking statements, investors in securities of the Company should not place undue reliance on
these forward-looking statements.
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OVERVIEW OF THE COMPANY

The Briteside group of companies consists of Briteside Holdings, LLC, a limited liability company formed on
December 9, 2016 under the Tennessee Revised Limited Liability Company Act, and its six wholly-owned
subsidiaries (collectively, “Briteside” or the "Company"): Briteside E-Commerce, LLC (“Briteside E-
Commerce”), Briteside Modular, LLC (“Briteside Modular”), Briteside Oregon, LLC (“Briteside Oregon”),
Briteside Risk Partners, LLC, Briteside Florida, LLC and Oregon Company, LLC.

Briteside operates a fully-integrated business model that features end-to-end solutions for businesses operating in the
regulated cannabis industry in states and countries where cannabis is regulated and/or has been de-criminalized for
medical use and/or legalized for recreational use. Briteside provides IT solutions for businesses, and delivery
services for cannabis consumers, as well as engineering and infrastructure solutions for the cultivation, processing,
and retail divisions of the industry. Briteside also intends to provide insurance solutions for the cannabis industry,
although it has yet to take specific steps to facilitate this (including, without limitation, applying for necessary
licenses and seeking required regulatory approvals), and Briteside has not established a timeline for doing so.

Briteside’s current business encompasses three operational components: (1) providing a streamlined technology
platform which is focused on creating an online presence and storefront for cannabis dispensaries operating in states
and other locales in which the sale of cannabis is legally permitted; (2) producing prefabricated Modular Production
Facilities (for which it has a patent pending); and (3) applying for a cannabis production license to establish a
cultivation operation at Briteside’s Modular Production Facility in Bend, Oregon.

Briteside possesses the knowledge and capacity to cultivate and process its own cannabis products; therefore, it is
taking steps to apply for a production license in Oregon. However, Briteside intends to maintain its other
operational business segments, thereby leveraging its technology, infrastructure and industry know-how to insulate
itself from the volatility of the cannabis industry, while also benefiting from the potential opportunities associated
with becoming a licensed producer of cannabis.

Overall Performance and Results of Operations

Briteside’s active operating segments that are reportable segments include the following:

1. Briteside E-Commerce- Briteside, through its subsidiary Briteside E-Commerce, has developed a
technology platform for streamlining online orders, inventory management, and customer service for small
to medium size recreational and medical cannabis businesses (the “E-Commerce Platform”). Briteside’s
E-Commerce Platform simplifies a cannabis dispensary’s ability to manage its online presence and
storefront. The E-Commerce Platform also assist the dispensary to remain compliant with local cannabis
laws and regulations. (For example, the E-Commerce Platform has built in compliance software that
ensures customers are not purchasing more than the legal limit of cannabis allowable per person in their
jurisdiction.)

Briteside plans to offer best in class technology by integrating with common state inventory tracking
systems, integrating with existing point of sale and enterprise resource planning software systems, and
providing other business services, in addition to providing use of its E-Commerce Platform.

Briteside integrates with each E-Commerce Platform user’s existing inventory management system so that
their products can be displayed on Briteside’s online marketplace. Each state and local jurisdiction has its
own unique laws and regulations concerning the distribution and sale of cannabis that must be incorporated
into Briteside’s E-Commerce Platform as a built-in compliance framework. As laws and regulations within
existing markets evolve, so too will the E-Commerce Platform framework. As the number of users of
Briteside’s E-Commerce Platform increases, Briteside will gather additional data to help it optimize its
framework—especially as Briteside expands its services to other states across the U.S, where allowed.

2. Briteside Modular- Through its subsidiary, Briteside Modular, Briteside has developed patent pending
modular technology (patent #62/595,650 filed 12/7/2017) that can be used to optimize cannabis cultivation
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(the “Modular Technology”). This Modular Technology is incorporated into modular buildings used for
cannabis cultivation (the “Modular Production Facilities”). These Modular Production Facilities come
pre-equipped with all standard operating procedures and equipment required for cultivation including, but
not limited to, electrical, lighting, HVAC, humidity control, irrigation and security systems. Cannabis
production facilities that use Briteside’s Modular Technology produce large amounts of data concerning a
number of conditions/factors including, but not limited to, the seed-to-sale process, nutrient usage, water
and electricity usage, and yields per square foot. This data can then be integrated into Briteside’s overall
software platform to provide analytical data that may help a cannabis producer determine the most efficient
growing processes, thereby optimizing their profit margins.

3. Briteside Oregon- Briteside Oregon is a real estate holding company and is in the initial stages of applying
for a cannabis production license in Oregon. On June 30, 2017, Briteside Oregon acquired by Statutory
Warranty Deed three tax lots in Bend, Deschutes County, Oregon, totaling approximately 120 acres (Lots
1400, 1500, and 3400, located at, respectively, 23250 and 23450 Walker Road, Bend, Oregon, 97701). The
lots are zoned for “Exclusive Farm Use” and designated as “Agriculture Land” in the Deschutes County
Comprehensive Plan. A 4,116 square foot facility (the “Briteside Production Facility”) is located on lot
3400, at 23450 Walker Road. The Briteside Production Facility has functional electrical and hydro and is
also fully equipped with a security system. At this time, it unclear whether the Briteside Production
Facility meets applicable regulatory requirements prescribed for a production license under Oregon law,
including specific regulations applicable to security systems.

The cannabis industry represents an extraordinary opportunity in which our performance and success depend on a
number of factors.

Aggressive Market Expansion. Our recent success in our test market in Oregon has allowed us to focus our attention
on identifying additional markets with high potential in which we plan to continue to execute our expansion strategy
for our E-Commerce Platform. We expect marketing and selling expenses required to support these initiatives will
continue to grow in proportion to revenue growth.

Dispensary Partner Growth. Our E-Commerce Platform is designed to succeed by partnering with dispensaries to
sell their product. Several dispensaries throughout Oregon have started using our E-Commerce Platform and we
anticipate to have a similar success rate in the event that we expand into other states where medical and recreational
cannabis is legal. As we continue to increase the percentage of sales from our E-Commerce Platform, we expect to
leverage our business relationships with industry leaders to develop a robust distribution model. We expect our
expenses related to obtaining future partners to increase in proportion to revenue growth.

Modular Technology. Cannabis production facilities that use Briteside’s Modular Technology produce large
amounts of data concerning a number of conditions/factors including, but not limited to, the seed to sale process,
nutrient usage, water and electricity usage and yields per square foot. This data can then be integrated into
Briteside’s overall software platform to provide analytical data that may help a cannabis producer determine the
most efficient growing processes, thereby optimizing their profit margins.

Similar to the network amplifying circumstances that may help improve the E-Commerce Platform, Briteside also
expects its Modular Technology infrastructure to grow as the number of users of its Modular Technology increases.
Briteside plans to analyze the data generated from its Modular Technology user network to determine ‘optimal’
cannabis growing conditions. Briteside will then market this information, alongside the information learned from its
E-Commerce Platform, to offer comprehensive distribution/sales, compliance and growth maximizing software. We
expect expenses related to building our IT infrastructure and marketing other services to increase in proportion to
revenue growth.

New Branded Products. The Company has taken certain steps to apply for a cannabis production license in the state
of Oregon. If we receive the requisite cannabis licensing approvals (see below section “The States we Currently
Operate in, their Legal Framework and how it Affects our Business”) and the market returns to normal pricing
levels, we plan on bringing our completed cannabis cultivation and production facility in Oregon online. This will
enable us to expand our offering of branded products into our partner dispensaries. We intend to continue investing
in the development and introduction of new products including, but not limited to, Briteside branded oils, edibles,
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and vaporizer products. As we introduce additional product categories, we expect that they will help expand our
addressable market.

The States We Currently Operate In, Their Legal Framework and How It Affects Our Business

Oregon Overview

Oregon has both medical and adult-use marijuana programs. In 1998, Oregon voters passed a limited
noncommercial patient/caregiver medical marijuana law with an inclusive set of qualifying conditions that include
chronic pain. In 2013, the legislature passed, and governor signed, House Bill 3460 to create a regulatory structure
for existing unlicensed medical marijuana businesses. However, the original regulations created by the Oregon
Health Authority (“OHA”) after the passage of House Bill 3460 were minimal and only regulated storefront
dispensaries, leaving cultivators and infused-product manufacturers within the unregulated patient/caregiver system.

On June 30, 2015, Gov. Kate Brown signed House Bill 3400 into law, which improved on the existing regulatory
structure for medical marijuana businesses and created a licensing process for cultivators and processors. In
November of 2014, Oregon voters passed Measure 91, “Control, Regulation, and Taxation of Marijuana and
Industrial Hemp Act”, creating a regulatory system for individuals 21 years of age and older to purchase marijuana
for personal use from licensed marijuana businesses.

The Oregon Health Authority licenses and regulates medical marijuana businesses and the Oregon Liquor Control
Commission (“OLCC”) licenses and regulates adult-use marijuana businesses. There are six distinct types of license
types are available for medical and adult-use businesses: cultivation, manufacturing (“processing”), wholesaling,
dispensing, testing and research. Vertical integration between cultivation, processing, and sales is permissible, but
not required, for both medical and adult-use.

The law does not impose a limit on the number of licenses and applications that are currently being accepted for
both medical and adult-use businesses on a rolling basis. Local governments may restrict the number of both
medical or adult-use marijuana businesses. Laws passed during the 2016 legislative session removed the two-year
residency requirement that existed within House Bill 3400.

On May 30, 2018 the OLCC announced it would temporarily pause the processing of recreational marijuana license
applications. The OLCC will accept and process license applications received by June 15, 2018. The OLCC will
continue to accept, but will not immediately process license applications received beginning June 16, 2018.

Components of Our Results of Operations for the Period from December 9, 2016 (Date of Inception) to
December 31, 2017 and the Three and Six Months Ended June 30, 2018

Revenue

Since inception, 99 percent of our revenue has been derived from direct sales to end users of our Modular
Production Facilities. For the period from December 9, 2016 (date of inception) and ended December 31, 2017, and
for the three and six months ended June 30, 2018, one hundred percent of our revenue was generated from Briteside
Modular. We expect Briteside E-Commerce revenue to start as we expand in Oregon and other states that have been
identified as potential markets. Revenue through Briteside Modular is recognized upon delivery of the goods to the
customer and when collection is reasonably assured. Revenue through E-Commerce is recognized upon completion
of the transaction resulting in a sale for a partner dispensary.

Gross Profit

Gross profit is our revenue less cost of goods sold. Cost of goods sold for the period from December 9, 2016 (date of
inception) and ended December 31, 2017, and for the three and six months ended June 30, 2018, includes the costs
directly attributable to Modular Production Facilities sales, such as: engineering and design; lighting, HVAC,
electrical and security systems; and other components included in the finished Modular Production Facilities. Gross
margin measures our gross profit as a percentage of revenue.
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We expect to increase our gross profit percentage as we continue to discover ways to reduce costs of the Modular
Production Facilities through engineering and design. We also expect significant gross profit growth in the near
future as we expand our E-Commerce Platform into additional states and our cultivation and production facilities
become fully productive, in the event that we receive the requisite licenses.

Selling, General and Administrative Expenses ("SG&A")

SG&A expenses consist of selling costs to develop and support our customer relationships. It also includes a
significant investment in marketing and brand activities and the corporate infrastructure required to support our
ongoing business.

Selling costs generally correlate to revenue. We incurred elevated selling costs trying to get our first dispensary
customers on board. As a percentage of sales, we expect selling costs to decrease as our business continues to grow.
The decrease is expected to be driven primarily by the revenue growth of our E-Commerce Platform and delivery
services, and lower commission costs paid to develop these relationships.

General and administrative expenses represent costs incurred in our corporate offices, primarily related to travel and
personnel costs, including salaries, incentive compensation, guaranteed payments, benefits, contract labor, and
professional service costs, including legal and accounting. We expect to continue to invest considerably in this area
to support our software development and aggressive expansion plans and to support the increasing complexity of the
cannabis business. Furthermore, we expect to continue to incur acquisition and transaction costs related to our
expansion plans, as well as expenses related to recruiting and hiring talent, and we anticipate a significant increase
in accounting, legal and professional fees associated with being operating subsidiaries of a publicly traded company
following the completion Briteside’s anticipated acquisition by TILT Holdings Inc. (“TILT Holdings”) pursuant to
the Business Combination Agreement dated July 9, 2018, among Briteside Holdings, LLC, Sea Hunter Therapeutics,
LLC, Santé Veritas Holdings Inc. and 1167411 B.C. Ltd..

Income Taxes

We are subject to income taxes in the jurisdictions in which we operate and, consequently, income tax expense is a
function of the allocation of taxable income by jurisdiction and the various activities that impact the timing of
taxable events. As the Company starts cultivation and processing in the legal cannabis industry, the Company will
be subject to the limits of Section 280E of the Internal Revenue Code of 1986, as amended (the “IRC”) under which
the Company is only allowed to deduct expenses directly related to sales of product. This results in permanent
differences between ordinary and necessary business expenses deemed non-allowable under IRC Section 280E and a
higher effective tax rate than most industries.

Significant Projects that have not Generated Revenue

Briteside E-Commerce is a large segment of our business that has not yet generated revenue to date. As previously
described, we expect that the E-Commerce Platform will be a large revenue driver for the Company as we expand in
Oregon and potentially in other states where local and state laws permit such activities or provide limited defenses to
criminal prosecutions. We have invested $1.51 million in software development and incurred $1.5 million of losses
from December 9, 2016 (date of inception) through June 30, 2018. We tested the E-Commerce Platform in a live
environment in March 2018 and were successful processing transactions and having product delivered or picked up.
The test market demonstrated our ability to roll out to other markets, which we anticipate in 2018. No further
capital expenditures are needed for our E-Commerce Platform to start generating revenue for the Company.

Briteside Oregon is also a large segment of our business that has not generated revenue to date. As previously
discussed, we are in the process of getting a land use application approved and will then proceed with an application
for a license to produce cannabis in Bend, OR. We have currently invested $2.59 million in this project and have
incurred associated losses of $69,079 from December 9, 2016 (date of inception) through June 30, 2018. The $2.59
million investment includes $1.26 million for the land, $323,771 for land improvements, and $994,402 related to the
Modular Production Facility which we designed and built as a prototype. If approved for a license, we do not
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anticipate starting production until favorable pricing levels return in Oregon. This could potentially be in 2019 or
beyond.

SELECTED FINANCIAL INFORMATION

The following table sets forth selected combined financial information for the periods indicated that was derived
from our audited combined financial statements for the period from December 9, 2016 (date of inception) and ended
December 31, 2017 and our unaudited interim combined financial statements for the three and six month period
ended June 30, 2018 along with the respective accompanying notes thereto prepared in accordance with IFRS.

The selected combined financial information set out below may not be indicative of Briteside's future performance:

As of and for the

Three Months Ended
June 30,

Six Months Ended
June 30,

Year Ended
December 31,

2018 2017 2018 2017 2017(1) 2016(2)

Revenue $ 0 $ 0 $ 1,144,846 $ 0 $ 15,000 $ 0
Cost of Goods Sold $ 0 $ 0 $ 880,555 $ 0 $ 0 $ 0
Gross Profit $ 0 $ 0 $ 264,291 $ 0 $ 15,000 $ 0
Total Expenses $ 1,008,531 $ 245,943 $ 1,765,409 $ 338,824 $ 1,572,760 $ 0
Net Loss $ 938,931 $ 221,542 $ 1,401,118 $ 290,024 $ 1,460,160 $ 0
Total Assets $ 12,367,453 $ 7,761,176 $ 12,367,543 $ 7,761,176 $ 9,089,906 $ 0
Non-Current
Liabilities

$ 0 $ 0 $ 0 $ 0 $ 0 $ 0

(1) For the period from December 9, 2016 (date of inception) and ended December 31, 2017.
(2) Briteside was formed on December 9, 2016. No financial information is available prior to the date of

inception or for the year ended December 31, 2016.

Briteside commenced its operations related to the development of our E-Commerce Platform and Modular
Production Facilities in December of 2016, and has been working on obtaining a cannabis production license under
Briteside Oregon since mid-2017. There are therefore no comparative numbers for the Briteside business for the
fiscal year ended December 31, 2016. The financial information for the period from December 9, 2016 (date of
inception) and ended December 31, 2017 and three and six months ended June 30, 2017 reflects a start-up period for
the business when little to no revenue was being generated. As a result, there is no cost of goods sold reflected on
the combined statement of operations for the period from December 9, 2016 (date of inception) and ended
December 31, 2017 and three and six month period ended June 30, 2017.

Summary of Quarterly Results

Three Months Ended June 30, 2018 Compared to Three Months Ended June 30, 2017

Revenue

There was no revenue generated for the three months ended June 30, 2018 or three months ended June 30, 2017.

Cost of Goods Sold and Gross Profit

There was no Cost of Goods Sold or Gross Profit for the three months ended June 30, 2018 or three months ended
June 30, 2017.
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Total Expenses

Total expenses for the three months ended June 30, 2018 were $1,008,532, an increase of $762,590, or 310%,
compared to total expenses of $245,942 for the three months ended June 30, 2017. The increase in total expenses
was attributable to an increase in headcount and operating costs.

Total expenses attributable to Briteside E-Commerce for the three months ended June 30, 2018 were $546,333, an
increase of $436,710, or 398.4%, compared to total expenses of $109,623 for the three months ended June 30, 2017.
The increase in total expenses was attributable to an increase in headcount and operating costs.

Total expenses attributable to Briteside Modular for the three months ended June 30, 2018 were $237,710, an
increase of $187,730, or 375.6%, compared to total expenses of $49,980 for the three months ended June 30, 2017.
The increase in total expenses was attributable to an increase headcount and operating costs.

Total expenses attributable to Briteside Oregon for the three months ended June 30, 2018 were $224,489, an
increase of $138,149, or 160%, compared to total expenses of $86,340 for the three months ended June 30, 2017.
The increase in total expenses was attributable to an increase in operating costs associated with trying to obtain the
Land Use permit and preparing the Modular Production Facilities for cultivation in the event our Land Use is
approved and a cannabis production license is issued.

Provision for Income Taxes

The provision for income taxes for the three months ended June 30, 2018 was $69,600, and increase of $45,200, or
185%, compared to a provision for income taxes of $24,400 for the three months ended June 30, 2017. For the three
months ended June 30, 2018, the effective tax rate was (6.9%) and varied from the statutory tax rate of 21.0%.

Net Profit/Loss

Net loss for the three months ended June 30, 2018 was $938,932, an increase of $717,390, or 323.8%, compared to a
net loss of $221,542 for the three months ended June 30, 2017. The increase in net loss was driven by the factors
described above under the heading “Total Expenses”.

Net Losses attributable to Briteside E-Commerce were $523,154 for the three months ended June 30, 2018, an
increase of $421,664, or 415.5%, compared to a net loss of $101,490 for the three months ended June 30, 2017. The
increase in net loss was driven by the factors described above under the heading “Total Expenses”.

Net Losses attributable to Briteside Modular were $214,502 for the three months ended June 30 2018, an increase of
$172,655, or 412.6%, compared to a net loss of $41,847 for the three months ended June 30, 2017. The increase in
net losses was driven by the factors described above under the heading “Total Expenses”.

Net Losses attributable to Briteside Oregon entity were $201,275 for the three months ended June 30, 2018, an
increase of $123,068, or 157.4%, compared to a net loss of $78,207 for the three months ended June 30, 2017. The
increase in net loss was driven by the factors described above under the heading “Total Expenses”.

Six Months Ended June 30, 2018 Compared to Six Months Ended June 30, 2017

Revenue

Revenue for the six months ended June 30, 2018 was $1.14 million, an increase of $1.14 million compared to no
revenue for the six months ended June 30, 2017. All of this revenue was attributable to Briteside Modular and was
driven by a sale of Modular Technology to a customer in Pennsylvania.

There was no revenue generated from our E-Commerce Platform or Briteside Oregon for the six months ended June
30, 2018 or six months ended June 30, 2017.
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Cost of Goods Sold and Gross Profit

Cost of goods sold for the six months ended June 30, 2018 was $880,555, an increase of $880,555 compared with no
cost of goods sold for the six months ended June 30, 2017. Gross profit for the six months ended June 30, 2018 was
$264,291, representing a gross margin of 23.1%, compared with no gross profit for the six months ended June 30,
2017. The increases in cost of goods sold and gross profit were due to the sale of Modular Technology to a customer
in Pennsylvania.

There was no Cost of Goods Sold or Gross Profit from our E-Commerce Platform or Briteside Oregon for the six
months ended June 30, 2018 or six months ended June 30, 2017.

Total Expenses

Total expenses for the six months ended June 30, 2018 were $1,765,409, an increase of $1,426,585, or 421.0%,
compared to total expenses of $338,824 for the six months ended June 30, 2017, which represents 153.2% of
revenue for the six months ended June 30, 2018. The increase in total expenses was attributable to an increase in
headcount and operating costs.

Total expenses attributable to Briteside E-Commerce for the six months ended June 30, 2018 were $1,066,104, an
increase of $916,095, or 610.7%, compared to total expenses of $150,009 for the six months ended June 30, 2017.
The increase in total expenses was attributable to an increase in headcount and operating costs.

Total expenses attributable to Briteside Modular for the six months ended June 30, 2018 were $360,391, an increase
of $257,916, or 251.7%, compared to total expenses of $102,475 for the six months ended June 30, 2017. The
increase in total expenses was attributable to an increase headcount and operating costs.

Total expenses attributable to Briteside Oregon for the six months ended June 30, 2018 were $338,913, an increase
of $252,573, or 292.5%, compared to total expenses of $86,340 for the six months ended June 30, 2017. The
increase in total expenses was attributable to an increase in operating costs associated with trying to obtain the Land
Use permit and preparing the Modular Production Facilities for cultivation in the event our Land Use is approved
and a cannabis production license is issued.

Provision for Income Taxes

The provision for income taxes for the six months ended June 30, 2018 was $100,000 compared to $48,800
provision for income taxes for the six months ended June 30, 2017. For the six months ended June 30, 2018, the
effective tax rate was (6.66%) and varied from the statutory tax rate of 21.0%.

Net Profit/Loss

Net loss for the six months ended June 30, 2018 was $1,401,116, an increase of $1,062,292, or 313.52%, compared
to a net loss of $290,024 for the six months ended June 30, 2017. The increase in net loss was driven by the factors
described above under the heading “Total Expenses”.

Net Losses attributable to Briteside E-Commerce were $1,032,770 for the six months ended June 30, 2018, an
increase of $899,028, or 672.2%, compared to a net loss of $133,742 for the six months ended June 30, 2017. The
increase in net loss was driven by the factors described above under the heading “Total Expenses”.

Net Losses attributable to Briteside Modular were $62,766 for the six months ended June 30, 2018, a decrease of
$23,442, or 27.2%, compared to a net loss of $86,208 for the six months ended June 30, 2017. The decrease in net
loss was driven by the factors described above under the heading “Total Expenses”.

Net Losses attributable to Briteside Oregon entity were $305,580 for the six months ended June 30, 2018, an
increase of $235,507, or 336.1%, compared to a net loss of $70,073 for the six months ended June 30, 2017. The
increase in net loss was driven by the factors described above under the heading “Total Expenses”.
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Period from December 9, 2016 (date of inception) and Ended December 31, 2017

Revenue

Revenue for the period from December 9, 2016 (date of inception) and ended December 31, 2017 was $15,000. The
revenue was driven by a consulting project we did for a customer related to the purchase of our Modular
Technology. This consulting project was for completion of the first phase of design services but the customer
decided not to pursue the Arkansas cannabis production license at the time due to delays in the state regulatory
landscape.

There was no revenue recorded for Briteside E-Commerce or Briteside Oregon for the period from December 9,
2016 (date of inception) and ended December 31, 2017.

Cost of Goods Sold and Gross Profit

There were no cost of goods sold attributable to any of Briteside’s business segments for the period from December
9, 2016 (date of inception) and ended December 31, 2017.

Total Expenses

Total expenses for the period from December 9, 2016 (date of inception) and ended December 31, 2017 were $1.57
million. This represents 10,485% of revenue for the year ended December 31, 2017. The increase in total expenses
was attributable to an increase in headcount and operating costs.

Total expenses attributable to Briteside E-Commerce for the period from December 9, 2016 (date of inception) and
ended December 31, 2017 were $958,011. Total expenses were attributable to an increase in headcount and
operating costs.

Total expenses attributable to Briteside Modular for the period from December 9, 2016 (date of inception) and
ended December 31, 2017 were $258,306. Total expenses were attributable to an increase in operating costs.

Total expenses attributable to Briteside Oregon entity for the period from December 9, 2016 (date of inception) and
ended December 31, 2017 were $243,844. Total expenses were attributable to an increase in operating costs
associated with trying to obtain a Land Use permit and preparing the facility for cultivation in the event our Land
Use is approved and cannabis production license is issued.

Provision for Income Taxes

The provision for income taxes for the period from December 9, 2016 (date of inception) and ended December 31,
2017 was $97,600. For the period from December 9, 2016 (date of inception) and ended December 31, 2017, the
effective tax rate was (6.3%) and varied from the statutory tax rate of 21.0%.

Net Loss

Net loss for the period from December 9, 2016 (date of inception) and ended December 31, 2017 was $1.46 million.
Net losses were driven by the factors described above under the heading “Total Expenses”.

Net Losses attributable to Briteside E-Commerce were $958,011 for the period from December 9, 2016 (date of
inception) and ended December 31, 2017. Net loss were driven by the factors described above under the heading
“Total Expenses”.
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Net Losses attributable to Briteside Modular were $243,306 for the period from December 9, 2016 (date of
inception) and ended December 31, 2017. Net losses were driven by the factors described above under the heading
“Total Expenses”.

Net Losses attributable to Briteside- Oregon entity were $243,844 for the year ended December 31, 2017, an
increase of $243,844 compared to no net loss for the year ended December 31, 2016. The increase in net loss was
driven by the factors described above under the heading “Total Expenses”.

LIQUIDITY AND CAPITAL RESOURCES

Overview

Our primary need for liquidity is to fund working capital requirements of our business, capital expenditures, and for
general corporate purposes. To date our primary source of funds has been capital contributions, but is expected to
transition to funds generated by operating activities as our operations ramp up. Our ability to fund our operations, to
make planned capital expenditures depend on our future operating performance and cash flows, which are subject to
prevailing economic conditions and financial, business and other factors, some of which are beyond our control.

As of June 30, 2018, we had $6.36 million of cash and cash equivalents and $6.19 million of working capital
(current assets minus current liabilities), compared with $3.41 million of cash and cash equivalents and $3.86
million of working capital as of December 31, 2017. The increase of $2.33 million in our working capital was
primarily due to a $2.95 million increase in cash, a $683,333 reduction in Demand Notes Receivable from members,
a $994,904 increase in Pre-Paid Inventory, and a $1,102,088 increase in Unearned Revenue/Customer Deposits.

We expect that our cash on hand and cash flows from operations will be adequate to meet our capital requirements
and operational needs for the next 12 months.

Cash Flows

Cash Used in Operating Activities

Net cash used in operating activities was $1.45 million for the six months ended June 30, 2018, an increase of
$280,000, or 23.9%, compared to $1.17 million for the six months ended June 30, 2017. The increase in net cash
used in operating activities was primarily due to an increase in net loss of $1.28 million, offset partially by an
increase in unearned revenue of $1.95 million and increase in deposits on inventory of $995K.

Cash Flow from Investing Activities

Net cash used in investing activities was $39,338 for the six months ended June 30, 2018, a decrease of $1,233,217,
or 96.9%, compared to $1,272,555 for the six months ended June 30, 2017. The decrease in net cash used in
investing activities was primarily due to a limited number of property and equipment purchases.

Cash Flow from Financing Activities

Net cash provided by financing activities was $4.43 million for the six months ended June 30, 2018, a decrease of
$3.67 million, or 45.3%, compared to $8.100 million for the six months ended June 30, 2017. The decrease in net
cash provided by financing activities was primarily due to no additional capital contributions other than $3.75
million of warrants exercised, in addition to $683K in principal receipts on demand notes receivable for membership
interest.

On February 10, 2017, Briteside completed a non-brokered private placement of 20% of the outstanding restricted
Class A membership interests in the Company (the “Membership Interests”) at a pre-money valuation of
$25,000,000 for gross proceeds of $5,000,000 (the “February 2017 Financing”). Holders of Membership Interests
(“Members”) issued under the February 2017 Financing were also granted warrants, pro rata in proportion to their



- 11 -

holdings of Membership Interests, to purchase an additional aggregate of 5% of the outstanding Membership
Interests based on a net pre-money valuation of $74,970,000 (the “Warrants”).

On April 1, 2017, Briteside completed a non-brokered private placement of 2.5% of the outstanding Membership
Interests of the Company at a pre-money valuation of $40,000,000 for gross proceeds of $1,000,000 (the “April
2017 Financing”).

On May 1, 2017, Briteside completed a non-brokered private placement of 2.25% of the outstanding Membership
Interests of the Company at a pre-money valuation of $40,000,000 for gross proceeds of $900,000 (the “May 2017
Financing”).

On June 30, 2017, Briteside completed a non-brokered private placement of 3.34% of the outstanding Membership
Interests of the Company at a pre-money valuation of $30,000,000 for gross proceeds of $1,000,000 (the “June
2017 Financing”).

On October 17, 2017, Briteside completed a non-brokered private placement of 5.07% of the outstanding
Membership Interests of the Company at a pre-money valuation of $25,000,000 for gross proceeds of $1,266,667
(the “October 2017 Financing”).

On December 17, 2017, Briteside completed a non-brokered private placement of 2.67% of the outstanding
Membership Interests of the Company to existing Members at a pre-money valuation of $12,500,000 for gross
proceeds of $333,333 (the “December 2017 Financing”).

On June 26, 2018, existing Members exercised the Warrants for gross proceeds of $3,748,500 (the “Warrant
Financing”). Such Warrants represented all of the outstanding warrants of the Company.

The proceeds from the February 2017 Financing, the April 2017 Financing, the May 2017 Financing, the June 2017
Financing, the October 2017 Financing, December 2017 Financing and the Warrant Financing have been or are
being used for general working capital purposes, general corporate purposes and exploring future opportunities in
the cannabis market.

CONTRACTUAL OBLIGATIONS

As of June 30, 2018 and December 31, 2017, and in the normal course of business, the Company has the following
obligations to make future payments, representing contracts and other commitments that are known and committed.

The Company leases certain office space from a third party under an operating lease agreement that specify
minimum rental. The lease expires in December, 2018 and contains certain renewal provisions. The Company's net
rent expense for the year ended December 31, 2017 was $4,558. The Company's net rent expense for the six months
ended June 30, 2018 and 2017 was $18,102 and zero, respectively.

Future minimum lease payments under non-cancelable operating leases having an initial or remaining term of more
than one year are as follows:

Year Ending December 31 Scheduled Payments
2018 (Six Months) $ 12,078

2019 and Thereafter 0

Total Future Minimum Lease Payments $ 12,078

In addition to the commitments, the Company has the following contractual obligations at June 30, 2018:
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< 1 Year 1 to 3 Years 3 to 5 Years Total
Accounts Payable and

Accrued Liabilities $ 30,493 $ – $ – $ 30,493

OFF-BALANCE SHEET ARRANGEMENTS AND PROPOSED TRANSACTIONS

The Company has no material undisclosed off-balance sheet arrangements or proposed transactions that have, or are
reasonably likely to have, a current or future effect on its results of operations, financial condition, revenues or
expenses, liquidity, capital expenditures or capital resources that are material to investors.

RELATED PARTY TRANSACTIONS

The Company had no related party transactions.

PROPOSED TRANSACTIONS

On July 9, 2018, the Company executed a business combination agreement with Baker Technologies, Inc., Sea
Hunter Therapeutics, LLC, Santé Veritas Holdings Inc. and 1167411 B.C. Ltd. Following completion of the
business combination, the combined company will operate under the name TILT Holdings, Inc. ("TILT") and it is
expected that former stockholders of the Company will own approximately 24.43% of TILT. The business
combination is expected to provide many benefits, including, but not limited to, (1) providing direct access to
service the fully legal cannabis market in Canada, (2) providing access to the substantial consumer database
compiled by Baker Technologies, Inc., and (3) providing direct access to capital.

CHANGES IN OR ADOPTION OF ACCOUNTING POLICIES

There were no accounting standards or interpretations issued by the IFRS Interpretations Committee (“IFRS IC”)
that are effective for the first time for the financial year beginning on or after January 1, 2017 that would be
expected to have a material impact on the company.

A number of new standards and amendments to standards and interpretations are effective for annual periods
beginning after January 1, 2017, and have not been applied in preparing these financial statements. None of these is
expected to have a significant effect on the financial statements of the Company, except for the following set out
below:

IFRS 9, Financial Instruments, addresses the classification, measurement and recognition of financial assets and
financial liabilities. The complete version of IFRS 9 was issued in July 2014. It replaces the guidance in IAS 39,
Financial Instruments: Recognition and Measurement, that relates to the classification and measurement of financial
instruments. IFRS 9 retains but simplifies the mixed measurement model and establishes three primary measurement
categories for financial assets: amortized costs, fair value through other comprehensive income (OCI) and fair value
through profit or loss. The basis of classification depends on the entity’s business model and the contractual cash
flow characteristics of the financial asset. Investments in equity instruments are required to be measured at fair value
through profit or loss with the irrevocable option at inception to present changes in fair value in OCI not recycling.
There is now a new expected credit losses model that replaces the incurred loss impairment model used in IAS 39.
For financial liabilities there were no changes to classification and measurement except for the recognition of
changes in own credit risk in OCI, for liabilities designated at fair value through profit or loss. IFRS 9 relaxes the
requirements for the hedge effectiveness by replacing the bright line hedge effectiveness tests. It requires an
economic relationship between the hedged item and hedging instrument and for the ‘hedged ratio’ to be the same as
the one management actually uses for risk management purposes. Contemporaneous documentation is still required
but is different to that currently prepared under IAS 39. The standard is effective for accounting periods beginning
on or after January 1, 2018. Early adoption is permitted. The Company has yet to assess IFRS 9’s full impact.
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IFRS 15, Revenue from contracts with customers deals with revenue recognition and establishes principles for
reporting useful information to users of consolidated financial statements about the nature, amount, timing and
uncertainty of revenue and cash flows arising from an entity’s contracts with customers. Revenue is recognized
when a customer obtains control of a good or service and thus has the ability to direct the use and obtain the benefits
from the good or service. The standard replaces IAS 18 ‘Revenue’ and IAS 11 ‘Construction contracts’ and related
interpretations. The standard is effective for annual periods beginning on or after January 1, 2018 and earlier
application is permitted. The Company has yet to assess IFRS 15's full impact.

There are no other accounting standards or IFRS IC interpretations that are not yet effective that would be expected
to have a material impact on the Company.

CRITICAL ACCOUNTING ESTIMATES

Estimates and judgments are continually evaluated and are based on historical experience and other factors,
including expectations of future events that are believed to be reasonable under the circumstances. The Company
makes estimates and assumptions concerning the future. The resulting accounting estimates will, by definition,
seldom equal the related actual results. The estimates and assumptions that have a significant risk of causing a
material adjustment to the carrying amounts of assets and liabilities within the next financial year are addressed
below.

Income taxes

Significant judgment is required in determining the provision for income taxes. There are many transactions and
calculations for which the ultimate tax determination is uncertain during the ordinary course of business. The
Company recognizes liabilities for anticipated tax audit issues based on estimates of whether additional taxes will be
due. Where the final tax outcome of these matters is different from the amounts that were initially recorded, such
differences will impact the income tax and deferred tax provisions in the period in which such determination is
made.

Estimated useful lives

Management estimates the useful lives of property, plant and equipment based on the period during which the assets
are expected to be available for use. The amounts and timing of recorded expenses for depreciation of property,
plant and equipment for any period are affected by these estimated useful lives. The estimates are reviewed at least
annually and are updated if expectations change as a result of physical wear and tear, technical or commercial
obsolescence and legal and other limits to use. It is possible that changes in these factors may cause significant
changes in the estimated useful lives of the Company’s property, plant and equipment in the future.

FINANCIAL INSTRUMENTS AND FINANCIAL RISK MANAGEMENT

The Company's financial instruments consist of cash and cash equivalents, accounts payable and accrued liabilities.
The carrying values of these financial instruments approximate their fair values. Financial instruments recorded at
fair value are classified using a fair value hierarchy that reflects the significance of the inputs to fair value
measurements. The three levels of hierarchy are:

Level 1: Unadjusted quoted prices in active markets for identical assets or liabilities;

Level 2: Inputs other than quoted prices that are observable for the asset or liability, either directly or
indirectly; and

Level 3: Inputs for the asset or liability that are not based on observable market data.
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Financial Risk Management

The Company is exposed in varying degrees to a variety of financial instrument related risks. The Board mitigates
these risks by assessing, monitoring and approving the Company's risk management processes.

Credit Risk

Credit risk is the risk of a potential loss to the Company if a customer or third party to a financial instrument fails to
meet its contractual obligations. The maximum credit exposure is the carrying amount of cash and cash equivalents.
The Company does not have significant credit risk with respect to customers. All cash and cash equivalents are
placed with major U.S. financial institutions.

The Company provides credit to its customers in the normal course of business and has established credit evaluation
and monitoring processes to mitigate credit risk but has limited risk as the majority of Modular and E-Commerce
sales are paid prior to delivery.

Liquidity Risk

Liquidity risk is the risk that the Company will not be able to meet its financial obligations associated with financial
liabilities. The Company manages liquidity risk through the management of its capital structure. The Company's
approach to managing liquidity is to ensure that it will have sufficient liquidity to settle obligations and liabilities
when due.

Market Risk

Currency Risk

The operating results and financial position of the Company are reported in U.S. dollars. Some of the Company's
financial transactions are denominated in currencies other than the U.S. dollar. The results of the Company's
operations are subject to currency transaction and translation risks.

The Company has no hedging agreements in place with respect to foreign exchange rates. The Company has not
entered into any agreements or purchased any instruments to hedge possible currency risks at this time.

Interest Rate Risk

Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate because of
changes in market interest rates. Cash and cash equivalents bear interest at market rates. The Company has no
financial debt and therefore has no exposure to interest rate fluctuations.

Price Risk

Price risk is the risk of variability in fair value due to movements in equity or market prices.
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RISK FACTORS

An investment in Briteside’s securities involves a high degree of risk and should be considered highly speculative
due to the nature of Briteside’s business and its present stage of development. An investment in Briteside’s
securities is suitable only for those knowledgeable and sophisticated investors who are willing to risk loss of their
entire investment. Prospective investors should consult with their professional advisors to assess an investment in
Briteside’s securities. These risk factors are not a definitive list of all risk factors associated with an investment in
Briteside or in connection with Briteside’s operations. If any of the following risks occur, Briteside’s business may
be harmed and its financial condition and results of operations may suffer significantly. In such circumstances, the
price of Briteside’s securities could decline and investors may lose all or part of their investment.

(a) Risks Relating to Briteside’s Business

(i) Limited Operating History

We have a very limited history of operations and are considered a start-up company. As such, we are subject to
many risks common to such enterprises, including under-capitalization, cash shortages, limitations with respect to
personnel, financial and other resources and lack of revenues. There is no assurance that we will be successful in
achieving a return on our securityholders’ investments and the likelihood of our success must be considered in light
of our early stage of operations.

(ii) Briteside’s actual financial position and results of operations may differ materially
from the expectations of Briteside’s management

Briteside’s actual financial position and results of operations may differ materially from management’s expectations.
Briteside has experienced some changes in its operating plans and certain delays in its plans. As a result, Briteside’s
revenue, net income and cash flow may differ materially from Briteside’s projected revenue, net income and cash
flow. The process for estimating Briteside’s revenue, net income and cash flow requires the use of judgment in
determining the appropriate assumptions and estimates. These estimates and assumptions may be revised as
additional information becomes available and as additional analyses are performed. In addition, the assumptions
used in planning may not prove to be accurate, and other factors may affect Briteside’s financial condition or results
of operations.

(iii) Briteside expects to incur significant ongoing costs and obligations related to its
investment in infrastructure, growth, regulatory compliance and operations

Briteside expects to incur significant ongoing costs and obligations related to its investment in infrastructure and
growth and for regulatory compliance, which could have a material adverse impact on Briteside’s results of
operations, financial condition and cash flows. In addition, future changes in regulations, more vigorous
enforcement thereof or other unanticipated events could require extensive changes to Briteside’s operations,
increased compliance costs or give rise to material liabilities, which could have a material adverse effect on the
business, results of operations and financial condition of Briteside. Our efforts to grow our business may be costlier
than we expect, and we may not be able to increase our revenue enough to offset our higher operating expenses. We
may incur significant losses in the future for a number of reasons, including the other risks described in this MD&A,
and unforeseen expenses, difficulties, complications and delays, and other unknown events. If we are unable to
achieve and sustain profitability, the value of our Briteside securities may significantly decrease.

(iv) The recreational and medical cannabis industry and market are relatively new in
Oregon and this industry and market may not continue to exist or grow as anticipated
or Briteside may be ultimately unable to succeed in this new industry and market

Briteside is operating its business in a relatively new industry and market. In addition to being subject to general
business risks, Briteside must continue to build brand awareness in this industry and market through significant
investments in its strategy, its production capacity, quality assurance and compliance with regulations. In addition,
there is no assurance that the industry and market will continue to exist and grow as currently estimated or
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anticipated or function and evolve in the manner consistent with management’s expectations and assumptions. Any
event or circumstance that adversely affects the cannabis industry and market could have a material adverse effect
on Briteside’s business, financial conditions and results of operations.

(v) There are factors which may prevent Briteside from the realization of growth targets

Briteside is currently expanding from its early development stage. Briteside’s business plan contemplates the
Briteside Production Facility meeting building code specifications along with OLCC requirements. It also
contemplates supplying and installing its Modular Technology. There is a risk that these additional targets will not
be achieved on time, on budget, or at all, as they can be adversely affected by a variety of factors, including some
that are discussed elsewhere in these “Risk Factors” and the following:

delays in obtaining, or conditions imposed by, regulatory approvals;
facility design errors;
environmental pollution; non-performance by third party contractors; increases in materials or labour costs;
construction performance falling below expected levels of output or efficiency;
breakdown, aging or failure of equipment or processes;
contractor or operator errors;
operational inefficiencies;
labour disputes, disruptions or declines in productivity; inability to attract sufficient numbers of qualified
workers; disruption in the supply of energy and utilities; and
major incidents and/or catastrophic events such as fires, explosions, storms, or physical attacks.

(vi) Construction Risk Factors

Briteside is subject to a number of risk factors, including the availability and performance of engineering and
construction contractors, suppliers and consultants, the receipt of required governmental approvals and permits in
connection with any potential modifications to the Briteside Production Facility and/or the supply and installation of
its Modular Technology in other facilities. Any delay in the performance of any one or more of the contractors,
suppliers, consultants or other persons on which Briteside is dependent in connection with its construction activities,
a delay in or failure to receive the required governmental approvals and permits in a timely manner or on reasonable
terms, or a delay in or failure in connection with the completion and successful operation of the operational elements
in connection with construction could delay or prevent the start-up of the Briteside Production Facility as planned
and the supply and installation of the Modular Technology at other facilities. There can be no assurance that current
or future construction plans implemented by Briteside will be successfully completed on time, within budget and
without design defect; that available personnel and equipment will be available in a timely manner or on reasonable
terms to successfully complete construction projects; that Briteside will be able to obtain all necessary governmental
approvals and permits; or that the completion of the construction, the start-up costs and the ongoing operating costs
will not be significantly higher than anticipated by Briteside. Any of the foregoing factors could adversely impact
the operations and financial condition of Briteside.

(vii) Production Facility

The Briteside Production Facility is expected to become integral to Briteside’s business and adverse changes or
developments affecting the Briteside Production Facility may impact Briteside’s business, financial condition and
results of its operations. Adverse changes or developments affecting the Briteside Production Facility, including but
not limited to a force majeure event or a breach of security, could have a material adverse effect on Briteside’s
business, financial condition and prospects. Any breach of the security measures and other facility requirements,
including any failure to comply with recommendations or requirements of any applicable state or federal regulatory
authority, could also have an impact on Briteside’s ability to secure local and State licensure.

No assurance can be given that Briteside will receive the requisite state and local jurisdictional approvals. If
Briteside is unable to secure the appropriate licenses, the expectations of management with respect to the increased
future production and growing capacity may not be borne out, which could have a material adverse effect on
Briteside’s business, financial condition and results of operations. Further, construction delays or cost over-runs in
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respect of any expansions or modifications to the Briteside Production Facility, howsoever caused, could have a
material adverse effect on Briteside’s business, financial condition and results of operations.

(viii) Risks Specifically Related to the U.S. Regulatory System

Briteside operates in a new industry which is highly regulated, highly competitive and evolving rapidly. As such,
new risks may emerge, and management may not be able to predict all such risks or be able to predict how such
risks may result in actual results differing from the results contained in any forward looking statements.

Briteside incurs ongoing costs and obligations related to regulatory compliance. Failure to comply with regulations
may result in additional costs for corrective measures, penalties or in restrictions of operations. In addition, changes
in regulations, more vigorous enforcement thereof or other unanticipated events could require extensive changes to
operations, increased compliance costs or give rise to material liabilities, which could have a material adverse effect
on the business, results of operations and financial condition of Briteside and, therefore, on Briteside’s prospective
returns. Further, Briteside may be subject to a variety of claims and lawsuits. Adverse outcomes in some or all of
these claims may result in significant monetary damages or injunctive relief that could adversely affect our ability to
conduct our business. The litigation and other claims are subject to inherent uncertainties and management’s view of
these matters may change in the future. A material adverse impact on our financial statements also could occur for
the period in which the effect of an unfavorable final outcome becomes probable and reasonably estimable.

The industry is subject to extensive controls and regulations, which may significantly affect the financial condition
of market participants. The marketability of any product may be affected by numerous factors that are beyond the
control of Briteside and which cannot be predicted, such as changes to government regulations, including those
relating to taxes and other government levies which may be imposed. Changes in government levies, including
taxes, could reduce Briteside’s earnings and could make future capital investments or Briteside’s operations
uneconomic. The industry is also subject to numerous legal challenges, which may significantly affect the financial
condition of market participants and which cannot be reliably predicted.

(ix) Briteside is expected to derive a portion of its revenues from the cannabis industry in
Oregon and potentially other states of the United States (U.S.), which industry is illegal
under U.S. federal law.

Twenty-nine of the states in the U.S. have enacted comprehensive legislation to regulate the sale and use of medical
cannabis. Briteside’s current focus is on Oregon, a jurisdiction that has legalized the recreational use of cannabis.
Currently, the states of Alaska, Colorado, Maine, Massachusetts, Nevada, Oregon, Vermont, Washington and the
District of Columbia have also legalized recreational use of cannabis. However, the U.S. federal government has not
enacted similar legislation. As such, the cultivation, manufacture, distribution, sale and use of cannabis remains
illegal under U.S. federal law.

Specifically, the concepts of “medical cannabis” and “adult-use cannabis” (or “recreational Cannabis”) do not exist
under U.S. federal law because the United States Controlled Substances Act of 1970 (the “Controlled Substances
Act”) classifies “marijuana” as a Schedule I drug. Under U.S. federal law, a Schedule I drug or substance has a high
potential for abuse, no accepted medical use in the U.S., and a lack of accepted safety for the use of the drug under
medical supervision. As such, cannabis-related practices or activities, including without limitation, the manufacture,
importation, possession, use or distribution of cannabis remain illegal under U.S. federal law. Although Briteside’s
current activities are compliant with applicable U.S. state and local law, strict compliance with state and local laws
with respect to cannabis may neither absolve Briteside of liability under U.S. federal law, nor may it provide a
defense to any federal proceeding which may be brought against Briteside. Any such proceedings brought against
Briteside may adversely affect Briteside’s operations and financial performance.

Violations of any U.S. federal laws and regulations could result in significant fines, penalties, administrative
sanctions, convictions or settlements arising from civil proceedings conducted by either the U.S. federal government
or private citizens, or criminal charges, including, but not limited to, disgorgement of profits, cessation of business
activities or divestiture. This could have a material adverse effect on Briteside, including its reputation and ability to
conduct business, its holding (directly or indirectly) of cannabis licenses in the U.S., its financial position, operating
results, or profitability. In addition, it is difficult for Briteside to estimate the time or resources that would be needed
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for the investigation of any such matters or its final resolution because, in part, the time and resources that may be
needed are dependent on the nature and extent of any information requested by the applicable authorities involved,
and such time or resources could be substantial.

(x) The enforcement of relevant laws is a significant risk.

As noted above, strict compliance with state laws with respect to cannabis will neither absolve Briteside of liability
under U.S. federal law, nor will it provide a defense to any federal proceeding which may be brought against
Briteside. Any such proceedings brought against Briteside may adversely affect Briteside’s operations and financial
performance.

On January 4, 2018, U.S. Attorney General Jeff Sessions formally rescinded the standing U.S. Department of Justice
(“DOJ”) federal policy guidance governing enforcement of marijuana laws, as set forth in a series of memoranda
and guidance from 2009-2014 (the “Cole Memorandum”). The Cole Memorandum generally directed U.S.
Attorneys not to enforce the federal marijuana laws against actors who are compliant with state laws, provided
enumerated enforcement priorities were not implicated. The rescission of the Cole Memorandum and other Obama-
era prosecutorial guidance did not create a change in federal law as the Cole Memorandum was never legally
binding; however, the revocation removed the DOJ’s guidance to U.S. Attorneys that state-regulated cannabis
industries substantively in compliance with the Cole Memorandum’s guidelines should not be a prosecutorial
priority. The federal government of the U.S. has always reserved the right to enforce federal law regarding the sale
and disbursement of medical or recreational marijuana, even if state law sanctioned such sale and disbursement.
Although the rescission of the above memorandums does not necessarily indicate that marijuana industry
prosecutions are now affirmatively a priority for the DOJ, there can be no assurance that the federal government will
not enforce such laws in the future.

The U.S. Congress has used a rider provision in the fiscal year 2015, 2016 and 2017 Consolidated Appropriations
Acts (currently the “Leahy Amendment”) to prevent the federal government from using congressionally
appropriated funds to enforce federal marijuana laws against regulated medical marijuana actors operating in
compliance with state and local law. The 2018 Consolidated Appropriations Act was passed by Congress on March
23, 2018, and included the re-authorization of the Leahy Amendment. It will continue in effect until September 30,
2018, the last day of fiscal year 2018.

American courts have construed these appropriations bills to prevent the federal government from prosecuting
individuals when those individuals comply with state medical cannabis laws. However, because this conduct
continues to violate federal law, American courts have observed that should Congress at any time choose to
appropriate funds to fully prosecute the Controlled Substances Act, any individual or business—even those that have
fully complied with state law—could be prosecuted for violations of federal law. If Congress restores funding, for
example by declining to include the Leahy Amendment in the 2019 budget resolution, or by failing to pass necessary
budget legislation and causing another government shutdown, the federal government will have the authority to
prosecute individuals for violations of the law before it lacked funding under the five-year statute of limitations
applicable to non-capital Controlled Substances Act violations. Additionally, it is important to note that the
appropriations protections only apply to medical cannabis operations, and provide no protection against businesses
operating in compliance with a state’s recreational cannabis laws.

There is still uncertainty surrounding the Trump Administration and Attorney General Jeff Sessions and their
influence and policies in opposition to the cannabis industry as a whole.

Many factors could cause Briteside’s actual results, performances and achievements to differ materially from those
expressed or implied by the forward-looking statements and forward-looking information, including without
limitation, the following factors:

Briteside operates in the cannabis sector in the U.S., where cannabis is federally illegal;
The activities of Briteside are subject to evolving regulation that is subject to changes by governmental
authorities in Canada and the U.S.;
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Third parties with which Briteside does business, including banks and other financial intermediaries, may
perceive that they are exposed to legal and reputational risk because of Briteside’s cannabis business
activities;
Briteside’s ability to repatriate returns generated from investments in the U.S. may be limited by anti-
money laundering laws;
Under Section 280E of the Internal Revenue Code, normal business expenses incurred in the business of
selling marijuana and its derivatives are not deductible in calculating income tax liability. Therefore,
Briteside will be precluded from claiming certain deductions otherwise available to non-marijuana
businesses. As a result, an otherwise profitable business may in fact operate at a loss after taking into
account its income tax expenses. There is no certainty that Briteside will not be subject to 280E in the
future, and accordingly, there is no certainty that the impact that 280E has on Briteside’s margins will ever
be reduced;
Federal prohibitions result in marijuana businesses being potentially restricted from accessing the U.S.
federal banking system, and Briteside and its subsidiaries may have difficulty depositing funds in federally
insured and licensed banking institutions. This may lead to further related issues, such as the potential that a
bank will freeze Briteside’s accounts and risks associated with uninsured deposit accounts. There is no
certainty that Briteside will be able to maintain its existing accounts or obtain new accounts in the future.

(xi) Briteside’s Operations and potential investments in the U.S. are subject to applicable
anti-money laundering laws and regulations

Briteside is subject to a variety of laws and regulations domestically and in the U.S. that involve money laundering,
financial recordkeeping and proceeds of crime, including the U.S. Currency and Foreign Transactions Reporting
Act of 1970 (commonly known as the Bank Secrecy Act), as amended by Title III of the Uniting and Strengthening
America by Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 (USA
PATRIOT Act), the Proceeds of Crime (Money Laundering) and Terrorist Financing Act (Canada), as amended and
the rules and regulations thereunder, and any related or similar rules, regulations or guidelines, issued, administered
or enforced by governmental authorities in the U.S. and Canada. Further, under U.S. federal law, banks or other
financial institutions that provide a cannabis business with a checking account, debit or credit card, small business
loan, or any other service could be found guilty of money laundering, aiding and abetting, or conspiracy.

Despite these laws, the U.S. Department of the Treasury issued a memorandum in February of 2014 (the “FinCEN
Memorandum”) outlining the pathways for financial institutions to bank state-sanctioned marijuana businesses.
FinCEN Memorandum states that in some circumstances, it is permissible for banks to provide services to cannabis-
related businesses without risking prosecution for violation of federal money laundering laws. It refers to
supplementary guidance that Deputy Attorney General Cole issued in the 2014 Cole Memo, a memorandum issued
on the same day as the FinCen Memorandum directing prosecutors to apply the enforcement priorities of the Cole
Memorandum in determining whether to charge individuals or institutions with crimes related to financial
transactions involving the proceeds of marijuana-related conduct (the “2014 Cole Memo”). The 2014 Cole Memo
has been rescinded as of January 4, 2018, along with the Cole Memorandum, removing guidance that enforcement
of applicable financial crimes was not a DOJ priority.

Attorney General Sessions’ revocation of the Cole Memorandum and the 2014 Cole Memo has not affected the
status of the FinCEN Memorandum, nor has the Department of the Treasury given any indication that it intends to
rescind the FinCEN Memorandum itself. Though it was originally intended for the 2014 Cole Memo and the
FinCEN Memorandum to work in tandem, the FinCEN Memorandum appears to remain in effect as a standalone
document which explicitly lists the eight enforcement priorities originally cited in the rescinded Cole Memorandum.

Although the FinCEN Memorandum remains intact, indicating that the Department of the Treasury and FinCEN
intend to continue abiding by its guidance, it is unclear whether the current administration will continue to follow
the guidelines of the FinCEN Memorandum.

Briteside’s operations, and any proceeds thereof, are considered proceeds of crime due to the fact that cannabis
remains illegal federally in the U.S. This will restrict the ability of Briteside to declare or pay dividends, effect other
distributions or subsequently repatriate such funds back to TILT Holdings in Canada.
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(xii) Briteside’s current operations, future operations and potential investments in the U.S.
may be subject to heightened scrutiny by Canadian authorities

For the reasons set forth above, Briteside’s existing and future interests in the U.S. cannabis market may become the
subject of heightened scrutiny by regulators, stock exchanges, clearing agencies and other authorities in Canada
following Briteside’s anticipated acquisition by TILT Holdings. It has been reported by certain publications in
Canada that the Canadian Depository for securities Limited may implement policies that would see its subsidiary,
CDS Clearing and Depository Services Inc. (“CDS”), refuse to settle trades for cannabis issuers that have cannabis-
related operations and/or investments in the U.S.. CDS is Canada’s central securities depository, clearing and
settlement hub settling trades in the Canadian equity, fixed income and money markets. The TMX Group, the owner
and operator of CDS, subsequently issued a statement on August 17, 2017 reaffirming that there is no CDS ban on
the clearing of securities of issuers with cannabis-related activities in the U.S., despite media reports to the contrary
and that the TMX Group was working with regulators to arrive at a solution that will clarify this matter, which
would be communicated at a later time.

On February 8, 2018, following discussions with the Canadian Securities Administrators (“CSA”) and recognized
Canadian securities exchanges, the TMX Group announced the signing of a Memorandum of Understanding (“TMX
MOU”) with Aequitas NEO Exchange Inc., the Canadian Securities Exchange, the Toronto Stock Exchange, and the
TSX Venture Exchange. The TMX MOU outlines the parties’ understanding of Canada’s regulatory framework
applicable to the rules, procedures, and regulatory oversight of the exchanges and CDS as it relates to issuers with
cannabis-related activities in the United States. The TMX MOU confirms, with respect to the clearing of listed
securities, that CDS relies on the exchanges to review the conduct of listed issuers. As a result, there is no CDS ban
on the clearing of securities of issuers with cannabis-related activities in the U.S.. However, there can be no
guarantee that this approach to regulation will continue in the future. If such a ban were to be implemented, it would
have a material adverse effect on the ability of holders of Briteside securities to make and settle trades. In particular,
TILT Holdings’ securities would become highly illiquid as until an alternative was implemented, investors would
have no ability to effect a trade of TILT Holdings’ securities through the facilities of a stock exchange.

In light of the political and regulatory uncertainty surrounding the treatment of U.S. cannabis-related activities,
including the rescission of the Cole Memorandum discussed above, on February 8, 2018 the CSA published a staff
notice (Staff Notice 51-352) setting out the CSA’s disclosure expectations for specific risks facing issuers with
cannabis-related activities in the United States. Staff Notice 51-352 confirms that a disclosure-based approach
remains appropriate for issuers with U.S. cannabis-related activities. Staff Notice 51-352 includes additional
disclosure expectations that apply to all issuers with U.S. cannabis-related activities, including those with direct and
indirect involvement in the cultivation and distribution of cannabis, as well as issuers that provide goods and
services to third parties involved in the U.S. cannabis industry.

(xiii) Change in Laws, Regulations and Guidelines

Briteside’s current and future operations are, and will be, subject to a variety of laws, regulations and guidelines,
including, but not limited to, those relating to the manufacture, management, transportation, storage and disposal of
cannabis, as well as laws and regulations relating to health and safety (including those for consumable products), the
conduct of operations and the protection of the environment. These laws and regulations are broad in scope and
subject to evolving interpretations. If any changes to such laws, regulations and guidelines occur, which are matters
beyond the control of Briteside, Briteside may incur significant costs in complying with such changes or it may be
unable to comply therewith, which in turn may result in a material adverse effect on Briteside’s business, financial
condition and results of operation. In addition, violations of these laws, or allegations of such violations, could
disrupt certain aspects of Briteside’s business plan and result in a material adverse effect on certain aspects of its
planned operations.

Changes in regulations, more vigorous enforcement thereof, the imposition of restrictions on Briteside’s ability to
operate in the U.S. as a result of the federally illegal nature of cannabis in the U.S. or other unanticipated events
could require extensive changes to Briteside’s operations, increased compliance costs or give rise to material
liabilities, which could have a material adverse effect on the business, results of operations and financial condition
of Briteside.
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(xiv) Reliance on Third-Party Suppliers, Manufacturers and Contractors

Briteside intends to maintain a full supply chain for the provision of products and services to the regulated cannabis
industry. Due to the uncertain regulatory landscape for regulating cannabis in the U.S., Briteside and its third party
suppliers, manufacturers and contractors may elect, at any time, to decline or withdraw services necessary for
Briteside’s operations. Loss of these suppliers, manufacturers and contractors may have a material adverse effect on
Briteside’s business and operational results.

(xv) Briteside may not be able to develop its products, which could prevent it from ever
becoming profitable

If Briteside cannot successfully develop, manufacture and distribute its products, or if Briteside experiences
difficulties in the development process, such as capacity constraints, quality control problems or other disruptions,
Briteside may not be able to develop market-ready commercial products at acceptable costs, which would adversely
affect Briteside’s ability to effectively enter the market. A failure by Briteside to achieve a low-cost structure
through economies of scale or improvements in cultivation and manufacturing processes would have a material
adverse effect on Briteside’s commercialization plans and Briteside’s business, prospects, results of operations and
financial condition.

(xvi) Briteside’s officers and directors control a large percentage of Briteside’s issued and
outstanding Briteside securities and such officers and directors may have the ability to
control matters affecting Briteside and its business

The officers and directors of Briteside currently own approximately 60.53% of the issued and outstanding Briteside
securities. Briteside’s securityholders nominate and elect the Board, which generally has the ability to control the
acquisition or disposition of Briteside’s assets, and the future issuance of Briteside’s securities. Accordingly, for any
matters with respect to which a majority vote of Briteside’s securities may be required by law, Briteside’s directors
and officers may have the ability to control such matters. Because the directors and officers control a substantial
portion of such Briteside securities, investors may find it difficult or impossible to replace Briteside’s directors if
they disagree with the way Briteside’s business is being operated.

(xvii) There is no assurance that Briteside will turn a profit or generate immediate revenues

There is no assurance as to whether Briteside will be profitable, earn revenues, or pay dividends. Briteside has
incurred and anticipates that it will continue to incur substantial expenses relating to the development and initial
operations of its business. The payment and amount of any future dividends will depend upon, among other things,
Briteside’s results of operations, cash flow, financial condition, and operating and capital requirements. There is no
assurance that future dividends will be paid, and, if dividends are paid, there is no assurance with respect to the
amount of any such dividends.

(xviii) Briteside’s operations are subject to environmental regulation in the jurisdiction in
which it operates

These regulations mandate, among other thing, the maintenance of air and water quality standards and land
reclamation. They also set forth limitations on the generation, transportation, storage and disposal of solid and
hazardous waste. Environmental legislation is evolving in a manner which will require stricter standards and
enforcement, increased fines and penalties for non-compliance, more stringent environmental assessments of
proposed projects and a heightened degree of responsibility for companies and their officers, directors, and
employees. There is no assurance that future changes in environmental regulation, if any, will not adversely affect
Briteside’s operations.

Government environmental approvals and permits are currently, and may in the future be required in connection
with Briteside’s operations. To the extent such approvals are required and not obtained, Briteside may be curtailed
or prohibited from its proposed business activities or from proceeding with the development of its operations as
currently proposed.
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Failure to comply with applicable environmental laws, regulations and permitting requirement may result in
enforcement actions thereunder, including orders issued by regulatory or judicial authorities causing operations to
cease or to be curtailed, and may include corrective measure requiring capital expenditures, installation of additional
equipment, or remedial actions. Briteside may be required to compensate those suffering loss or damage due to its
operations and may have civil or criminal fines or penalties imposed for violations of applicable laws or regulations.

(xix) Briteside faces competition from other companies where it will conduct business that
may have higher capitalization, more experienced management or may be more mature
as a business

An increase in the companies competing in this industry could limit the ability of Briteside to expand its operations.
Current and new competitors may be better capitalized, a longer operating history, more expertise and able to
develop higher quality equipment or products, at the same or a lower cost. Briteside cannot provide assurances that
it will be able to compete successfully against current and future competitors. Competitive pressures faced by
Briteside could have a material adverse effect on its business, operating results and financial condition. In addition,
despite certain state-level legalization of marijuana in Oregon, marijuana remains illegal federally and in certain
other states. Illicit or “black-market” operations therefore remain abundant and present substantial competition to
Briteside. In particular, illicit operations, despite being largely clandestine, are not required to comply with the
extensive regulations that Briteside must comply with to conduct business, and accordingly may have significantly
lower costs of operation.

(xx) If Briteside is unable to develop and market new products, it may not be able to keep
pace with market developments

The cannabis industry is in its early stages and it is likely that Briteside and its competitors will seek to introduce
new products in the future. In attempting to keep pace with any new market developments, Briteside will need to
expend significant amounts of capital in order to successfully develop and generate revenues from, new products.
Briteside may also be required to obtain additional regulatory approvals from applicable authorities which may take
significant time. Briteside may not be successful in developing effective and safe new products, bringing such
products to market in time to be effectively commercialized, or obtaining any required regulatory approvals, which
together with capital expenditures made in the course of such product development and regulatory approval
processes, may have a material adverse effect on Briteside’s business, financial condition and results of operations.

(xxi) If Briteside is unable to attract and retain key personnel, it may not be able to compete
effectively in the cannabis market

Briteside’s success has depended and continues to depend upon its ability to attract and retain key management,
including Briteside’s and its subsidiaries CEOs, technical experts and sales personnel. Briteside will attempt to
enhance its management and technical expertise by continuing to recruit qualified individuals who possess desired
skills and experience in certain targeted areas. Briteside’s inability to retain employees and attract and retain
sufficient additional employees or engineering and technical support resources could have a material adverse effect
on Briteside’s business, results of operations, sales, cash flow or financial condition. Shortages in qualified
personnel or the loss of key personnel could adversely affect the financial condition of Briteside, results of
operations of the business and could limit Briteside’s ability to develop and market its cannabis-related products.
The loss of any of Briteside’s senior management or key employees could materially adversely affect Briteside’s
ability to execute our business plan and strategy, and Briteside may not be able to find adequate replacements on a
timely basis, or at all. Briteside does not maintain key person life insurance policies on any of our employees.

(xxii) The size of Briteside’s target market is difficult to quantify, and investors will be reliant
on their own estimates on the accuracy of market data

Because the cannabis industry is in a nascent stage with uncertain boundaries, there is a lack of information about
comparable companies available for potential investors to review in deciding about whether to invest in Briteside
and, few, if any, established companies whose business model Briteside can follow or upon whose success Briteside
can build. Accordingly, investors will have to rely on their own estimates in deciding about whether to invest in
Briteside. There can be no assurance that Briteside’s estimates are accurate or that the market size is sufficiently
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large for its business to grow as projected, which may negatively impact its financial results. Briteside regularly
purchases and follows market research.

(xxiii) Briteside’s industry is experiencing rapid growth and consolidation that may cause
Briteside to lose key relationships and intensify competition

The cannabis industry is undergoing rapid growth and substantial change, which has resulted in an increase in
competitors, consolidation and formation of strategic relationships. Acquisitions or other consolidating transactions
could harm Briteside in a number of ways, including by losing strategic partners if they are acquired by or enter into
relationships with a competitor, losing customers, revenue and market share, or forcing Briteside to expend greater
resources to meet new or additional competitive threats, all of which could harm Briteside’s operating results. As
competitors enter the market and become increasingly sophisticated, competition in Briteside’s industry may
intensify and place downward pressure on retail prices for its products and services, which could negatively impact
its profitability.

(xxiv) Briteside continues to sell securities for cash to fund operations, capital expansion,
mergers and acquisitions that will dilute the current securityholders

There is no guarantee that Briteside will be able to achieve its business objectives. The continued development of
Briteside will require additional financing. The failure to raise such capital could result in the delay or indefinite
postponement of current business objectives or Briteside going out of business. There can be no assurance that
additional capital or other types of financing will be available if needed or that, if available, the terms of such
financing will be favourable to Briteside.

If additional funds are raised through issuances of equity or convertible debt securities, existing securityholders
could suffer significant dilution, and any new equity securities issued could have rights, preferences and privileges
superior to those of holders of Briteside securities. Briteside’s constating documents permit the issuance of an
unlimited number of Briteside securities. Securityholders have participation rights in connection with such further
issuance. The directors of Briteside have discretion to determine the price and the terms of issue of further issuances.
Additional Briteside securities will be issued by Briteside on the exercise of options under the Briteside’s equity
incentive plan and upon the exercise of outstandint warrants. In addition, from time to time, Briteside may enter
into transactions to acquire assets or the shares of other companies. These transactions may be financed wholly or
partially with debt, which may temporarily increase Briteside’s debt levels above industry standards. Any debt
financing secured in the future could involve restrictive covenants relating to capital raising activities and other
financial and operational matters, which may make it more difficult for Briteside to obtain additional capital and to
pursue business opportunities, including potential acquisitions. Briteside may require additional financing to fund its
operations to the point where it is generating positive cash flows. Negative cash flows may restrict Briteside’s ability
to pursue its business objectives.

(xxv) Briteside currently has insurance coverage; however, because Briteside operates within
the cannabis industry, there are additional difficulties and complexities associated with
such insurance coverage

Briteside believes that it and its subsidiaries currently have sufficient insurance coverage with respect to its
operations as of the date hereof, including the ongoing stages of construction and development of the Briteside
Production Facility. As Briteside continues to execute its business plan and further grow its operations, Briteside
will increase insurance coverage to insure sufficient coverage for workers’ compensation, general liability, directors’
and officers’ insurance, fire and other similar policies customarily obtained for businesses to the extent
commercially appropriate. However, because Briteside is engaged in and operates within the cannabis industry,
there are exclusions and additional difficulties and complexities associated with such insurance coverage that could
cause Briteside to suffer uninsured losses, which could adversely affect Briteside’s business, results of operations,
and profitability. There is no assurance that Briteside will be able to fully utilize such insurance coverage, if
necessary.
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(xxvi) The cultivation of cannabis includes risks inherent in an agricultural business
including the risk of crop loss, sudden changes in environmental conditions,
equipment failure, product recalls and others

Briteside intends to grow marijuana, an agricultural product. Such business will be subject to the risks inherent in
any agricultural business, such as crop loss, adverse environmental conditions, equipment failure, insects, plant
diseases and similar agricultural risks. Although Briteside expects that any such growing will be completed indoors
under climate-controlled conditions, there can be no assurance that natural elements will not have a material adverse
effect on any such future production.

(xxvii) Briteside may be subject to product recalls for product defects self-imposed or imposed
by regulators

Manufacturers and distributors of products are sometimes subject to the recall or return of their products for a
variety of reasons, including product defects, such as contamination, unintended harmful side effects or interactions
with other substances, packaging safety and inadequate or inaccurate labeling disclosure. Currently Briteside does
not have a license to produce or sell cannabis. If Briteside obtains a license to produce and/or sell cannabis
products, with regard to that new enterprise, it could be subject to recalls. If any of Briteside’s products are recalled
due to an alleged product defect or for any other reason, Briteside could be required to incur the unexpected expense
of the recall and any legal proceedings that might arise in connection with the recall. Briteside may lose a significant
amount of sales and may not be able to replace those sales at an acceptable margin or at all. In addition, a product
recall may require significant management attention. Although Briteside will have detailed procedures in place for
testing its products, there can be no assurance that any quality, potency or contamination problems will be detected
in time to avoid unforeseen product recalls, regulatory action or lawsuits.

Additionally, if one of Briteside’s significant brands and/or products were subject to recall, the image of that brand
and/or product and Briteside could be harmed. A recall for any of the foregoing reasons could lead to decreased
demand for Briteside’s products and could have a material adverse effect on the results of operations and financial
condition of Briteside. Additionally, product recalls may lead to increased scrutiny of Briteside’s operations by
regulatory agencies, requiring further management attention and potential legal fees and other expenses.

(xxviii) Briteside is reliant on key inputs, such as water and utilities, and any interruption of
these services could have a material adverse effect on Briteside’s finances and
operation results. Briteside is also dependent on access to skilled labour, equipment
and parts

Briteside’s business is dependent on a number of key inputs and their related costs including raw materials and
supplies related to its growing operations, as well as electricity, water and other local utilities. Any significant
interruption or negative change in the availability or economics of the supply chain for key inputs could materially
impact the business, financial condition and operating results of Briteside. Any inability to secure required supplies
and services or to do so on appropriate terms could have a materially adverse impact on the business, financial
condition and operating results of Briteside.

The ability of Briteside to compete and grow will be dependent on having access, at a reasonable cost and in a
timely manner, to skilled labour, equipment, parts and components. No assurances can be given that Briteside will
be successful in maintaining the required supply of skilled labour, equipment, parts and components. It is also
possible that any expansion or modification plans for the Briteside Production Facility contemplated by Briteside
may cost more than anticipated, in which circumstance Briteside may curtail, or extend timeframes for completing
its business plan. This could have a material adverse effect on the financial results and operations of Briteside.

(xxix) The expansion of the medical cannabis industry may require new clinical research into
effective medical therapies, when such research has been restricted in the U.S

Research in the U.S. and internationally regarding the medical benefits, viability, safety, efficacy, dosing and social
acceptance of cannabis or isolated cannabinoids (such as cannabidiol and delta-9-tetrahydrocannabinol) remains in
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early stages. There have been relatively few clinical trials on the benefits of cannabis or isolated cannabinoids.
Although Briteside believes that the articles, reports and studies support its beliefs regarding the medical benefits,
viability, safety, efficacy, dosing and social acceptance of cannabis, future research and clinical trials may prove
such statements to be incorrect, or could raise concerns regarding, and perceptions relating to, cannabis. Given these
risks, uncertainties and assumptions, investors should not place undue reliance on such articles and reports. Future
research studies and clinical trials may draw opposing conclusions to those stated in this MD&A or reach negative
conclusions regarding the medical benefits, viability, safety, efficacy, dosing, social acceptance or other facts and
perceptions related to medical cannabis, which could have a material adverse effect on the demand for Briteside’s
products with the potential to lead to a material adverse effect on Briteside’s business, financial condition and results
of operations.

(xxx) Briteside could be liable for fraudulent or illegal activity by its employees, contractors
and consultants resulting in significant financial losses to claims against Briteside

Briteside is exposed to the risk that its employees, independent contractors and consultants may engage in fraudulent
or other illegal activity. Misconduct by these parties could include intentional, reckless and/or negligent conduct or
disclosure of unauthorized activities to Briteside that violates: (i) government regulations; (ii) manufacturing
standards; (iii) federal and state healthcare fraud and abuse laws and regulations; or (iv) laws that require the true,
complete and accurate reporting of financial information or data. It is not always possible for Briteside to identify
and deter misconduct by its employees and other third parties, and the precautions taken by Briteside to detect and
prevent this activity may not be effective in controlling unknown or unmanaged risks or losses or in protecting
Briteside from governmental investigations or other actions or lawsuits stemming from a failure to be in compliance
with such laws or regulations. If any such actions are instituted against Briteside, and it is not successful in
defending itself or asserting its rights, those actions could have a significant impact on our business, including the
imposition of civil, criminal and administrative penalties, damages, monetary fines, contractual damages,
reputational harm, diminished profits and future earnings, and curtailment of Briteside’s operations, any of which
could have a material adverse effect on Briteside’s business, financial condition and results of operations.

(xxxi) Briteside will be reliant on information technology systems and may be subject to
damaging cyber-attacks

Briteside has entered into agreements with third parties for hardware, software, telecommunications and other
information technology (“IT”) services in connection with its operations. Briteside’s operations depend, in part, on
how well it and its suppliers protect networks, equipment, IT systems and software against damage from a number
of threats, including, but not limited to, cable cuts, damage to physical plants, natural disasters, intentional damage
and destruction, fire, power loss, hacking, computer viruses, vandalism and theft. Briteside’s operations also depend
on the timely maintenance, upgrade and replacement of networks, equipment, IT systems and software, as well as
pre-emptive expenses to mitigate the risks of failures. Any of these and other events could result in information
system failures, delays and/or increase in capital expenses. The failure of information systems or a component of
information systems could, depending on the nature of any such failure, adversely impact Briteside’s reputation and
results of operations.

Briteside has not experienced any material losses to date relating to cyber-attacks or other information security
breaches, but there can be no assurance that Briteside will not incur such losses in the future. Briteside’s risk and
exposure to these matters cannot be fully mitigated because of, among other things, the evolving nature of these
threats. As a result, cyber security and the continued development and enhancement of controls, processes and
practices designed to protect systems, computers, software, data and networks from attack, damage or unauthorized
access is a priority. As cyber threats continue to evolve, Briteside may be required to expend additional resources to
continue to modify or enhance protective measures or to investigate and remediate any security vulnerabilities.

(xxxii) Briteside may be subject to breaches of security at its Facilities

Given the nature of Briteside’s product and its lack of legal availability outside of channels approved by local
government, as well as the concentration of inventory in its facilities, despite meeting or exceeding the security
requirements as required by local regulatory authorities, there remains a risk of shrinkage as well as theft. A security
breach at one of Briteside’s Facilities could expose Briteside to additional liability and to potentially costly
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litigation, increased expenses relating to the resolution and future prevention of these breaches and may deter
potential patients from choosing Briteside’s products.

(xxxiii) Briteside’s officers and directors may be engaged in a range of business activities
resulting in conflicts of interest

Briteside may be subject to various potential conflicts of interest because some of its officers and directors may be
engaged in a range of business activities. In addition, Briteside’s executive officers and directors may devote time to
their outside business interests, so long as such activities do not materially or adversely interfere with their duties to
Briteside. In some cases, Briteside’s executive officers and directors may have fiduciary obligations associated with
these business interests that interfere with their ability to devote time to Briteside’s business and affairs and that
could adversely affect Briteside’s operations. These business interests could require significant time and attention of
Briteside’s executive officers and directors.

In addition, Briteside may also become involved in other transactions which conflict with the interests of its
directors and the officers who may from time to time deal with persons, firms, institutions or companies with which
Briteside may be dealing, or which may be seeking investments similar to those desired by it. The interests of these
persons could conflict with those of Briteside. In addition, from time to time, these persons may be competing with
Briteside for available investment opportunities. Conflicts of interest, if any, will be subject to the procedures and
remedies provided under applicable laws. In particular, if such a conflict of interest arises at a meeting of Briteside’s
directors, a director who has such a conflict will abstain from voting for or against the approval of such participation
or such terms. In accordance with applicable laws, the directors of Briteside are required to act honestly, in good
faith and in the best interests of Briteside.

(xxxiv) In certain circumstances, Briteside’s reputation could be damaged

Damage to Briteside’s reputation can be the result of the actual or perceived occurrence of any number of events,
and could include any negative publicity, whether true or not. The increased usage of social media and other web-
based tools used to generate, publish and discuss user-generated content and to connect with other users has made it
increasingly easier for individuals and groups to communicate and share opinions and views regarding Briteside and
its activities, whether true or not. Although Briteside believes that it operates in a manner that is respectful to all
stakeholders and that it takes care in protecting its image and reputation, Briteside does not ultimately have direct
control over how it is perceived by others. Reputation loss may result in decreased investor confidence, increased
challenges in developing and maintaining community relations and an impediment to Briteside’s overall ability to
advance its projects, thereby having a material adverse impact on financial performance, financial condition, cash
flows and growth prospects.

(xxxv) Negative Operating Cash Flow

Briteside has incurred losses since the date of inception. Although we expect to become profitable, there is no
guarantee that will happen, and we may never become profitable. We currently have a negative operating cash flow
and may continue to have that for the foreseeable future. To date, we have generated $1.2 million in revenues and a
large portion of our expenses are fixed, including expenses related to facilities, equipment, contractual commitments
and personnel. As a result, we expect our net losses from operations to improve. Our ability to generate additional
revenues and potential to become profitable will depend largely on our ability, to manufacture and market our
products. There can be no assurance that any such events will occur or that we will ever become profitable. Even if
we do achieve profitability, we cannot predict the level of such profitability. If we sustain losses over an extended
period of time, we may be unable to continue our business.

(xxxvi) Need for Additional Financing

We believe that Briteside will have sufficient capital to operate our business for at least 12 months from the date of
this MD&A. However, it is possible that costs associated with the operation of our business will exceed our
projections depending on the timing of future operating and capital expenses. Assuming the proceeds from our
existing funds sustain our operations for this period, we believe we may thereafter require additional capital for
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additional product development, sales and marketing operations, other operating expenses and for general corporate
purposes to fund growth in our markets. We do not know how much additional funding we may require. Briteside
may therefore be required to seek other sources of financing in the future, which sources (assuming we are able to
locate such alternative sources of financing) may be on terms less favourable than desired. If adequate funds are not
available on acceptable terms, we may be unable to develop or enhance our products, take advantage of future
opportunities or respond to competitive pressures, any of which could have a material adverse effect on our
business, financial condition and operating results, or we may be forced to cease operations.

(xxxvii) Uncertainty of Use of Proceeds

Although Briteside has set out its intended use of proceeds, these intended uses are estimates only and subject to
change. While management does not contemplate any material variation, management does retain broad discretion
in the application of such proceeds. The failure by Briteside to apply these funds effectively could have a material
adverse effect on Briteside’s business, including Briteside’s ability to achieve its stated business objectives.

(xxxviii) Product Liability

Briteside provides products and services for the cannabis industry. Currently Briteside does not have a license to
produce or sell cannabis. If Briteside obtains a license to produce and/or sell cannabis products, with regard to that
new enterprise, an inherent rish of exposure to product liability claims, regulatory action and litigation if such
products are alleged to have caused significant loss or injury. In addition, the manufacture and sale of such products
involve the risk of injury to consumers due to tampering by unauthorized third parties or product contamination.
Previously unknown adverse reactions, including illness or injury, resulting from human consumption of such
products alone or in combination with products that are not produced by Briteside, may result from inadequate
instructions for use or inadequate warnings concerning possible side effects or interactions with those other
substances. A product liability claim or regulatory action against Briteside could result in increased costs, could
adversely affect Briteside’s reputation with its clients and consumers generally and could have a material adverse
effect on our results of operations and financial condition of Briteside.

There can be no assurances that Briteside will be able to obtain or maintain product liability insurance relative to
cannabis products on acceptable terms or with adequate coverage against potential liabilities. Such insurance is
expensive and may not be available in the future on acceptable terms, or at all. The inability to obtain sufficient
insurance coverage on reasonable terms or to otherwise protect against potential product liability claims could
prevent or inhibit the commercialization of such potential products. As of the current date, Briteside has insurance
coverage for construction and general liabilities.

(xxxix) If Briteside has a material weakness in its internal controls over financial reporting,
investors could lose confidence in the reliability of Briteside’s financial statements,
which could result in a decrease in the value of Briteside’s securities

One or more material weaknesses in Briteside’s internal controls over financial reporting could occur or be
identified in the future. In addition, because of inherent limitations, our internal controls over financial reporting
may not prevent or detect misstatements, and any projections of any evaluation of effectiveness of internal controls
to future periods are subject to the risk that controls may become inadequate because of changes in conditions or that
the degree of compliance with our policies or procedures may deteriorate. If we fail to maintain the adequacy of our
internal controls, including any failure or difficulty in implementing required new or improved controls, our
business and results of operations could be harmed, we may not be able to provide reasonable assurance as to our
financial results or meet our reporting obligations and there could be a material adverse effect on the price of our
securities.

(xl) Vulnerability to Rising Energy Costs

If Briteside secures the requisite licenses, Briteside’s marijuana growing operations will consume considerable
energy, making Briteside vulnerable to rising energy costs. Rising or volatile energy costs may adversely impact the
business of Briteside and its ability to operate profitably.
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(xli) Publicity or Consumer Perception

Briteside believes the recreational and medical marijuana industries are highly dependent upon consumer perception
regarding the safety, efficacy and quality of the marijuana produced. Consumer perception of Briteside’s products
can be significantly influenced by scientific research or findings, regulatory investigations, litigation, media
attention and other publicity regarding the consumption of marijuana products.

There can be no assurance that future scientific research, findings, regulatory proceedings, litigation, media attention
or other research findings or publicity will be favourable to the marijuana market generally, any particular product
or consistent with earlier publicity. Future research reports, findings, regulatory proceedings, litigation, media
attention or other publicity that are perceived as less favourable than, or that question, earlier research reports,
findings or publicity could have a material adverse effect on the demand for Briteside’s products and the business,
results of operations, financial condition and Briteside’s cash flows. Briteside’s dependence upon consumer
perceptions means that adverse scientific research reports, findings, regulatory proceedings, litigation, media
attention or other publicity, whether or not accurate or with merit, could have a material adverse effect on Briteside,
the demand for Briteside’s products, and the business, results of operations, financial condition and cash flows of
Briteside. Further, adverse publicity reports or other media attention regarding the safety, efficacy and quality of
medical marijuana in general, or Briteside’s products specifically, or associating the consumption of marijuana with
illness or other negative effects or events, could have such a material adverse effect. Such adverse publicity reports
or other media attention could arise even if the adverse effects associated with such products resulted from
consumers’ failure to consume such products appropriately or as directed.

(xlii) Difficulties with Forecasts

Briteside must rely largely on its own market research to forecast sales as detailed forecasts are not generally
obtainable from other sources at this early stage of the recreational and medical marijuana industries in Oregon. A
failure in the demand for its products to materialize as a result of competition, technological change or other factors
could have a material adverse effect on the business, results of operations and financial condition of Briteside.

(i) Briteside is subject to uncertainty regarding legal and regulatory status and changes

Achievement of Briteside’s business objectives is also contingent, in part, upon compliance with other regulatory
requirements enacted by governmental authorities and obtaining other required regulatory approvals. The regulatory
regime applicable to the cannabis business in the U.S. is currently undergoing significant changes and Briteside
cannot predict the impact of the regime on its business once the structure of the regime is finalized. Similarly,
Briteside cannot predict the timeline required to secure all appropriate regulatory approvals for its products, or the
extent of testing and documentation that may be required by governmental authorities. Any delays in obtaining, or
failing to obtain, required regulatory approvals may significantly delay or impact the development of markets,
products and sales initiatives and could have a material adverse effect on the business, results of operations and
financial condition of Briteside. Briteside will incur ongoing costs and obligations related to regulatory compliance.
Failure to comply with regulations may result in additional costs for corrective measures, penalties or in restrictions
on Briteside’s operations. In addition, changes in regulations, more vigorous enforcement thereof or other
unanticipated events could require extensive changes to Briteside’s operations, increased compliance costs or give
rise to material liabilities, which could have a material adverse effect on the business, results of operations and
financial condition of Briteside.

(ii) Briteside will be subject to additional regulatory burden resulting from the anticipated
public listing of TILT Holdings on a Canadian stock exchange

Briteside has not been subject to the continuous and timely disclosure requirements of Canadian securities laws or
other rules, regulations and policies of any stock exchange. We are working with our legal, accounting and financial
advisors to identify those areas in which changes should be made to our financial management control systems to
manage our obligations as consolidated subsidiaries of a Canadian public company. These areas include corporate
controls, disclosure controls and procedures and financial reporting and accounting systems. We have made, and
will continue to make, changes in these and other areas, including our internal controls over financial reporting.
However, we cannot assure that these and other measures that we might take will be sufficient to allow us to satisfy
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our obligations as subsidiaries of a public company on a timely basis. In addition, compliance with reporting and
other requirements applicable to public companies will create additional costs for us and will require the time and
attention of management. We cannot predict the amount of the additional costs that we might incur, the timing of
such costs or the impact that management’s attention to these matters will have on our business.



SEA HUNTER THERAPEUTICS, LLC  
MANAGEMENT DISCUSSION AND ANALYSIS OF THE  

CONSOLIDATED FINANCIAL RESULTS 
FOR THE THREE MONTHS AND SIX MONTHS ENDED JUNE 30, 2018 

This management discussion and analysis of financial condition and results of operations (the 
“MD&A”) for Sea Hunter Therapeutics, LLC (the “Company”) is prepared as of September 10, 
2018 and is intended to assist in the understanding and assessment of trends and significant 
changes in the results of operations and financial condition of the Company. As such, it should 
be read in conjunction with the Company’s condensed interim consolidated financial statements 
and notes for the three months and six months ended June 30, 2018 (the “Financial 
Statements”) which were prepared in accordance with the International Financial Reporting 
Standards (“IFRS”). 

All dollar figures included therein and in the following MD&A are quoted in United States Dollars. 

Forward-Looking Statements 

This MD&A contains certain information that may constitute “forward looking information” and 
“forward looking statements” (collectively, “forward looking statements”) which are based 
upon the Company’s current internal expectations, estimates, projections, assumptions and 
beliefs. Such statements can be identified using forward looking terminology such as "expect," 
“likely”, “may”, “will”, “should”, “intend”, “anticipate”, “potential”, “proposed”, “estimate” and other 
similar words, including negative and grammatical variations thereof, or statements that certain 
events or conditions “may” or “will” happen, or by discussions of strategy. Forward looking 
statements include estimates, plans, expectations, opinions, forecasts, projections, targets, 
guidance, or other statements that are not statements of fact. The forward looking statements 
included in this MD&A are made only as of the date of the Company’s financial statements for 
the quarter (“Q2 2018”) and six months ended June 30, 2018. 

Although the Company believes that the expectations reflected in such forward looking 
statements are reasonable, it can give no assurance that such expectations will prove to have 
been correct. The Company’s forward looking statements are expressly qualified in their entirety 
by this cautionary statement. Without limiting the foregoing, disclosure in this MD&A under 
“Proposed Transactions” as well as statements regarding the Company’s objectives, plans and 
goals, including future operating results and economic performance may refer to or involve 
forward-looking statements. Many factors could cause actual events, performance or results to 
differ materially from what is projected in the forward looking statements. See the section titled 
“Risk Factors” in this MD&A for further details. The purpose of forward looking statements is to 
provide the reader with a description of management’s expectations, and such forward looking 
statements may not be appropriate for any other purpose. You should not place undue reliance 
on forward looking statements contained in this MD&A. The Company undertakes no obligation 
to update or revise any forward looking statements, whether because of new information, future 
events or otherwise, except as required by applicable law. 

These forward-looking statements and related risks may not represent all risks to the Company 
and readers are cautioned not to place undue reliance on these forward-looking statements and 
related risks. 
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Overview of the Company’s Business 

The Company and its subsidiaries are a vertically integrated U.S. based consumer packaged 
goods and pharmaceutical manufacturer in the cannabis industry. The Company was formed on 
September 20, 2017 (“Inception”) to provide cultivation, retail, operational and capital support 
to state licensed cultivators, product manufacturers and dispensaries. In certain circumstances 
the Company will apply for licenses and/or manage licenses through its subsidiaries to cultivate, 
process, transport, and dispense cannabis. Sea Hunter is organized as a vertically integrated 
business and works with the leaders in the cannabis industry to offer expertise and provide 
cannabis specific knowledge from cultivation to extraction to retail distributions.  The Company 
is a wholly owned subsidiary of Sea Hunter Holdings, LLC. (“SHH”).  

Quarterly Highlights (from the Quarter ended June 30, 2018) 

The Company incurred a net loss of ($6,618,983) for the six months ended June 30, 2018.  The 
Company expects sales revenues to continue to increase as dispensaries are opened, licenses 
are acquired and as products are brought to market.  The Company opened its first dispensary 
in Massachusetts in July 2018 and expects revenues to grow.   

During the quarter, the Company continued raising substantial amounts of financing through the 
Company’s parent company, SHH and continued to expand its footprint by partnering with 
existing licenses that are already operational and producing revenue. The Company’s asset 
base will continue to increase as facilities are built out and inventory is produced.

Results of Operations 

The net (loss) for the three months ended June 30, 2018 was ($4,492,963). This resulted in a 
net (loss) of ($6,618,983) for the six months ended June 30, 2018. The (losses) reflected 
resulted primarily from an increase in operating activities as the Company continues to 
expand. The Company incurred significant expenses of:  

Professional fees - $3,479,099 and $$4,248,789 for the three and six months ended 
June 30, 2018, respectively; 

Payroll and related benefits - $1,400,353 and $2,301,394 for the three and six months 
ended June 30, 2018, respectively; and

Travel expenses - $427,924 and $579,539 for the six months ended June 30, 2018, 
respectively.

As the Company grows, the need for services of external consultants and attorneys has become 
increasingly important to ensure compliance with state and local regulations. Mergers and 
acquisitions have also been accelerated which requires a significant amount of due diligence 
and professional fees.  Payroll and the related benefits continue to increase as management 
and operation teams are built out and dispensaries are opened.  Travel expenses have also 
increased as the Company continues to explore various investment opportunities across the 
U.S. It is expected that, as the Company continues its expansion across the U.S., site visits to 
potential acquisitions will continue to increase. 
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Summary of Quarterly Results 

Q2 2018 
 ($)

Q1 2018 
($)

Period from 
Inception to 

December 31, 
2017
($)

Net  (loss) (4,492,963) (2,126,022) (4,133,201) 

Net gain (loss) per share - - - 

Total assets 39,709,849 1,331,586 603,046 

Total liabilities 64,277,423 8,296,361 5,442,800 

The Company expects to increase its revenues in the next 12 months as dispensaries are 
opened and as the Company begins selling products.  There are also several acquisitions that 
are expected to be completed in the near term, which will have a positive effect on revenue.   
During the quarter the Company acquired a license in Massachusetts and also acquired a 
management contract in Massachusetts.  Both acquisitions included facilities that are currently 
operational.    

Financial Condition Including Cash Flows, Liquidity, Contractual Obligations and Capital 
Resources

Liquidity

At June 30, 2018, the Company had cash on hand of $2,501,294 compared to $112,900 at 
December 31, 2017.  The increase in cash is mostly due to the cash flows from financing 
activities, offset by the cash outflows from investing and operating activities. 

Cash Flows 

Cash was provided by (used in):

Investing activities – $(79,514) and $(4,385,869) for the three and six months ended 
June 30, 2018, respectively; 

Operating activities – $(3,094,686) and $(8,991,604) for the three and six months ended 
June 30, 2018, respectively; 

Financing activities – $3,345,702 and $15,765,867 for the three and six months ended 
June 30, 2018, respectively; and 

Net increase in cash - $171,502 and $2,388,394 for the three and six months ended 
June 30, 2018, respectively. 
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During the six months ended June 30, 2018, the Company made the following significant 
investments: 

 $2.8 million – cash used in the acquisition of Ermont in May 2018; and 

 $1.5 million – purchase of property, plant, and equipment in the second quarter of 2018. 

Contractual Obligations 

During the second quarter, the Company entered into a lease that was transferred from one of 
the predecessor companies. This lease, originally entered into in January 2014, is a ten year 
agreement for a cultivation, production and retail facility.  In addition to this lease, the Company 
also leases several pieces of equipment under agreements that expire between September 
2019 and November 2022. For additional information, please see Note 9 of the Financial 
Statements.

The Company also reassigned a service agreement it acquired during second quarter to Cultivo, 
LLC.  The agreement provides management and consulting services to the Company and 
charges a fee determined by total production of 10 milligram extract in any form plus a set fee 
per pound of marijuana flower produced, not to exceed $900,000 in the first 12  month period, 
$1,500,000 in the second twelve month period, and $1,750,000 in the third twelve month period. 

Capital Resources 

The Company closely monitors and manages its capital resources to assess the liquidity 
required to fund fixed asset capital expenditures, acquisitions and operations. The Company 
continues to pursue opportunities to finance, manage and potentially acquire licenses in various 
States. The parent company intends to provide all capital for potential acquisitions and for 
operations. As of June 30, 2018, the Company had cash on hand of $2,501,294, and total 
liabilities of $64,277,423. 

Working capital provides funds for the Company to meet its operations and capital 
requirements.  Although there is a deficit, management expects the Company to have adequate 
funds available to meet the Company’s planned growth and expansion over the next 12 months 
from its parent company, SHH. To the extent needed, SHH has the intent and ability to fund any 
further operating losses and operating cash flow deficits in order for the Company to sustain its 
operations. 

Off-Balance Sheet Arrangements 

The Company does not maintain any off-balance sheet arrangements. 

Related-Party Transactions 

Sea Hunter Holdings, LLC 

As of June 30, 2018, SHH advanced $59,732,652 to the Company (the “Loan”).  The Loan is 
without interest and repayment terms. The Loan has been classified as non-current as SHH has 
indicated it will not require repayment of the amounts advanced in the next twelve months. As 
per the business combination agreement described in Note 13 of the Financial Statements, the 
Loan will be forgiven when the transaction is complete and the balance will be included as a 
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contribution to equity. SHH intends to continually raise capital in order to support the operations 
of the Company. 

Alternative Care Resource Group, LLC 

On May 1, 2018, Sea Hunter Holdings, LLC contributed its entire interest in Alternative Care 
Resource Group LLC (“ACRG”) to Cultivo LLC, a wholly owned subsidiary of the Company (the 
“Contribution”). The Contribution has been accounted for in the Financial Statements as a 
transfer of the net assets of ACRG to the Company instead of the acquisition of a business by 
the Company, given that ACRG, who lacks essential inputs and processes including a licence to 
grow or cultivate products, cannot be classified as a ‘business’ under IFRS 3. For additional 
information see ‘Note 6’ to the Financial Statements. 

Key Management Compensation 

Key management personnel are those persons having the authority and responsibility for 
planning, directing and controlling activities of the entity, directly or indirectly. The key 
management personnel of the Company are the members of the Company’s executive 
management team and board of managers. Compensation provided to key management was 
$623,750 and $1,278,160 for the three and six months ended June 30, 2018, respectively and is 
included in payroll and related benefits in the Financial Statements. 

Proposed Transactions and Subsequent Events 

On July 8, 2018, the Company executed a business combination agreement to merge with two 
US companies and one Canadian company in complimentary businesses to form one of the 
industry’s most comprehensive platforms in the cannabis space. The new company will be 
operating under the name TILT Holdings, LLC (“TILT”) and will be listed on the Canadian 
Securities Exchange (“CSE”).  The companies have collectively raised over $150,000,000 in 
capital and securities. Following completion of the business combination, Sea Hunter will own 
44.98% of the outstanding shares of TILT. The business combination will be carried out by way 
of a court approved plan of arrangement and will require approval of: (i) at least two-thirds of the 
votes cast by shareholders of TILT (which at such time will be the shareholders of the 3 US 
companies); and (ii) at least two thirds of the votes cast by the shareholders of the Canadian 
company.  The combination is also subject to regulatory approval, including the approval of the 
CSE, and the acceptance of the listing of TILT’s common shares on the CSE. The Company 
has an agreement to make a short-term loan of $1,500,000 to one of the companies if the 
proposed merger does not occur. 

On August 1, 2018, the board of directors of Commonwealth Alternative Care, Inc. (“CAC”), a 
wholly owned subsidiary of the Company, adopted  plan of conversion by unanimous written 
consent to convert CAC, a non-profit corporation under Massachusetts law, to a for profit 
domestic corporation in Massachusetts. The plan of conversion granted Sea Hunter 
Therapeutics, LLC, a Delaware limited liability company, one hundred percent (100%) of the 
common stock of the Company. The shares of common stock were issued to Sea Hunter 
Therapeutics, LLC in exchange for the forgiveness of outstanding debt owed by the Company to 
SH Finance Company, LLC, a wholly-owned subsidiary of Sea Hunter Therapeutics, LLC, of 
approximately $23.5 million, in accordance with the terms of the exchange agreement entered 
into between the CAC, the Company and SH Finance Company, LLC. The plan of conversion 
was certified by the Massachusetts Department of Public Health and CAC was approved by the 
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Secretary of the Commonwealth as a duly incorporated for profit domestic corporation on 
August 29, 2018. 

On August 8, 2018, SHH entered into an agreement to advance up to $18,829,585 in cash and 
equity consideration (the “Advance”) for the acquisition of IESO, LLC by SH Illinois License 
Holder Corp., an indirect subsidiary of Sea Hunter Capital Management, LLC. As currently 
contemplated, at the closing of the transaction, SH License Holder Corp. will issue a promissory 
note to SHH in the amount of the Advance. The note would have a five-year term and bear 
interest at a rate of 8% per annum. Following the consummation of the transaction, Cultivo, LLC 
intends to enter into a management agreement, equipment lease agreement, and intellectual 
property license agreement with IESO, LLC.  

On August 10, 2018 SH Realty Holdings-Ohio, LLC acquired a property in Elyria, Ohio. This 
property is leased to AFS Cultivation, LLC, an owner of a dispensary license in Ohio. 
Simultaneously, SH Finance Company, LLC entered into a loan and security agreement with 
AFS Cultivation, LLC for an option to acquire all the membership interests in AFS Cultivation, 
LLC in exchange for a loan in the amount of $2,650,000.  In connection with the transaction, 
Sea Hunter formed SH Ohio, LLC to hold the option and SH Realty Holdings-Ohio, LLC to hold 
the real estate.  Both entities are wholly owned subsidiaries of the Company. 

New Accounting Standards Applied 

IAS 1 Presentation of Financial Statements 

The Company has reviewed and considered the amendments made to IAS 1 effective on 
January 1, 2016. The Company has concluded that the adoption of such standard has resulted 
in no impact on the Company’s consolidated financial statements. The Company will re-evaluate 
IAS 1 should a transaction occur. 

IFRS 7 Financial Instruments: Disclosure 

This standard was amended to require additional disclosures on transition from IAS 39 Financial 
Instruments: Recognition and Measurement (“IAS 39”) to IFRS 9 Financial Instruments (“IFRS
9”). This amendment is effective on adoption of IFRS 9, which is effective for annual periods 
commencing on or after January 1, 2018. The Company has concluded that the adoption of 
such standard has resulted in no impact on the Company’s consolidated financial statements. 

IFRS 9 Financial Statements 

In July 2014, the International Accounting Standards Board issued the final version of IFRS 9 
Financial Instruments, which reflects all phases of the financial instruments project and replaces 
IAS 39 Financial Instruments: Recognition and Measurement and all previous versions of IFRS 
9. The standard introduces new requirements for classification and measurement, impairment 
and hedge accounting. IFRS 9 is effective for annual periods beginning on or after January 1, 
2018, with early application permitted. The Company has concluded that the adoption of such 
standard has resulted in no impact on the Company’s consolidated financial statements. 

IFRS 15 Revenue from Contracts with Customers 

The standard replaces IAS 18 Revenue and IAS 11 Construction Contracts, and contains a 
single model that applies to contracts with customers and two approaches to recognizing 
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revenue: at a point in time or over time. The model features a contract-based five-step analysis 
of transactions to determine whether, how much and when revenue is recognized. New 
estimates and judgmental thresholds have been introduced, which may affect the amount 
and/or timing of revenue recognized. IFRS 15 is effective for annual periods beginning on 
January 1, 2018. The Company has concluded that the adoption of such standard has resulted 
in no impact on the Company’s consolidated financial statements. 

New Accounting Standards and Interpretations Not Yet Adopted 

Standards issued but not yet effective up to the date of issuance of the Company’s financial 
statements are listed below. This listing is of standards and interpretations issued, which the 
Company reasonably expects to be applicable at a future date. The Company intends to adopt 
those standards when they become effective. The Company does not expect the impact of such 
changes on the financial statements to be material. 

IFRS 16 Leases 

The new standard will replace IAS 17 Leases (“IAS 17”) and eliminates the classification of 
leases as either operating or finance leases by the lessee. The treatment of leases by the 
lessee will require capitalization of all leases resulting in an accounting treatment similar to 
finance leases under IAS 17. The new standard will result in an increase in lease assets and 
liabilities for the lessee. Under the new standard, the treatment of all lease expense is aligned in 
the statement of earnings with depreciation, and an interest component recognized for each 
lease, in line with finance lease accounting under IAS 17. IFRS 16 will be applied 
retrospectively. Based on the Company’s current leasing arrangements, this standard is 
expected to have an effect on the financial reporting and the Company is currently assessing 
the implications of the new standard which will become effective to annual reporting periods 
beginning on or after January 1, 2019. 

The eventual application of this standard is not expected to have a significant impact on the 
Company’s existing accounting policies or financial statement presentation. 

Financial Instruments 

Financial Assets 

The Company initially recognizes financial assets at fair value on the date that they are 
originated. All financial assets (including assets designated at fair value through profit or loss) 
are recognized initially on the date at which the Company becomes a party to the contractual 
provisions of the instrument. The Company derecognizes a financial asset when the contractual 
rights to the cash flows from the asset expire or it transfers the rights to receive the contractual 
cash flows on the financial asset in a transaction in which substantially all the risks and rewards 
of ownership of the financial asset are transferred. Any interest in transferred financial assets 
that is created or retained by the Company is recognized as a separate asset or liability. 

A financial asset is recognized at fair value through profit or loss if it is classified as held for 
trading or is designated as such upon initial recognition. Financial assets are designated at fair 
value through profit or loss if the Company manages such investments and makes purchase 
and sale decisions based on their fair value in accordance with the Company’s documented risk 
management or investment strategy. 
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Financial assets at fair value through profit or loss are measured at fair value, and changes 
therein are recognized in profit or loss. 

Financial Liabilities 

The Company initially recognizes financial liabilities at fair value on the date that they are 
originated. All financial liabilities (including liabilities designated at fair value through profit or 
loss) are recognized initially on the date at which the Company becomes a party to the 
contractual provisions of the instrument. The Company derecognizes a financial liability when its 
contractual obligations are discharged or cancelled or expire. 

The Company classifies its financial liabilities as either financial liabilities at fair value through 
profit or loss or other liabilities. Subsequent to initial recognition, other liabilities are measured at 
amortized cost using the effective interest method. Financial liabilities at fair value are stated at 
fair value with changes being recognized in profit or loss. 

Classification of Financial Instruments 

The Company classifies its financial assets and liabilities depending on the purpose for which 
the financial instruments were acquired, their characteristics, and management intent as 
outlined below: 

Classification

Cash Fair value through profit or loss 

Accounts payable Other financial liabilities 

Loans payable – related parties Loans and receivables 

Financial Instruments and Other Transfers 

The Company’s financial instruments consist of cash and accounts payable. Unless otherwise 
noted, it is management’s opinion that the Company is not exposed to significant market, 
interest rate, liquidity or credit risks arising from these financial instruments. For a discussion of 
how the Company manages its financial and capital risk see the Company’s annual 
management discussion and analysis for the year ended December 31, 2017 under the section 
“Financial and Capital Risk Management”. 

Risk Factors 

The following specific factors could materially adversely affect the Company. Some of the 
following factors are interrelated and, consequently, investors should treat such risk factors 
accordingly. These risks and uncertainties are not the only ones that could affect the Company 
and additional risks and uncertainties not currently known to the Company, or that it currently 
deems to be immaterial, may also impair the business, financial condition and results of 
operations of the Company. If any of the following risks or other risks occur, they could have a 
material adverse effect on the Company’s business, financial condition and results of 
operations. There is no assurance that any risk management steps taken by the Company will 
avoid future loss due to the occurrence of the risks described below or other unforeseen risks.
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Cannabis Continues to be a Controlled Substance under the United States Federal 
Controlled Substances Act 

The Company will be engaged in the manufacturing, management, packaging/labelling, 
advertising, sale, transportation, storage and disposal of cannabis but also including laws and 
regulations relating to drugs, controlled substances, health and safety, the conduct of operations 
and the protection of the environment. In the U.S., cannabis is largely regulated at the state 
level. To the Company’s knowledge, there are to date a total of 30 states, and the District of 
Columbia, Puerto Rico and Guam that have legalized cannabis in some form, including 
California. Notwithstanding the permissive regulatory environment of cannabis at the state level, 
cannabis continues to be categorized as a Schedule I controlled substance under the Controlled 
Substances Act (codified in 21 U.S.C.A. Section 812).  Under United States federal law, a 
Schedule I controlled substance is considered to have a high potential for abuse, no accepted 
medical use in the United States, and a lack of accepted safety for the use of the substance 
under medical supervision. Federal law generally prohibits commercial production and sale of all 
Schedule I controlled substances, and as such, cannabis-related activities, including without 
limitation, the importation, cultivation, manufacture, distribution, sale and possession of 
cannabis remain illegal under U.S. federal law. Because virtually all cannabis-related activities 
are illegal at the federal level, it is also illegal to aid or abet such activities or to conspire or 
attempt to engage in such activities. Strict compliance with state and local laws with respect to 
cannabis may neither absolve the Company of liability under U.S. federal law, nor may it provide 
a defense to any federal proceeding which may be brought against the Company. The 
Company’s involvement in such activities may result in federal civil and/or criminal prosecution, 
including, but not limited to, forfeiture of Company Assets. 

An appropriations rider contained in the FY 2015, 2016, 2017, and 2018 Consolidated 
Appropriations Acts (formerly the ‘Rohrabacher-Farr’ Amendment) now known as the ‘Leahy 
Amendment’ provides budgetary constraints on the federal government’s ability to interfere with 
the implementation of state-based medical cannabis laws.  Although cannabis business 
operators are not explicitly mentioned, at least one federal district court and the Ninth Circuit 
Court of Appeals have interpreted the language to mean that the Department of Justice (“DOJ”)
cannot expend funds to prosecute state-law-abiding medical cannabis operators. The Leahy 
Amendment prohibits the federal government from using congressionally appropriated funds to 
prevent states from implementing their own medical cannabis laws, although it provides no 
protection to state-legal adult-use businesses. The Leahy Amendment remains in effect through 
September 30, the end of the 2018 fiscal year, at which point Congress will decide whether to 
approve its extension. The Leahy Amendment was approved by voice vote in the House 
Appropriations Committee for fiscal year 2019 and included in the fiscal year 2019 bill 
introduced in the Senate Appropriations Committee. Nonetheless, continued reauthorization of 
the Leahy Amendment is predicated on future political developments and cannot be 
guaranteed. Further, because this conduct continues to violate federal law, U.S. courts have 
observed that should the U.S. Congress at any time choose to appropriate funds to fully 
prosecute the Controlled Substances Act, any individual or business – even those that have 
fully complied with state law – could be prosecuted for violations of federal law. And if the U.S. 
Congress restores funding, the government will have the authority to prosecute individuals for 
violations of the law before it lacked funding under the five-year statute of limitations applicable 
to most violations of the Controlled Substances Act.  

Violations of any federal laws and regulations could result in significant fines, penalties, 
administrative sanctions, convictions or settlements arising from civil proceedings conducted by 
either the federal government or private citizens, or criminal charges and penalties, including, 
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but not limited to, disgorgement of profits, cessation of business activities, divestiture, or prison 
time. This could have a material adverse effect on the Company, including its reputation and 
ability to conduct business, its holding (directly or indirectly) of medical and adult-use cannabis 
licenses in the U.S., its financial position, operations, profitability or liquidity. In addition, it is 
difficult for the Company to estimate the time or resources that would be needed for the 
investigation or defense of any such matters or its final resolution because, in part, the time and 
resources that may be needed are dependent on the nature and extent of any information 
requested by the applicable authorities involved, and such time or resources could be 
substantial. 

Uncertainty Surrounding Existing Protection from U.S. Federal Prosecution 

Pursuant to the Leahy Amendment, until September 2018, the DOJ is prohibited from 
expending any funds to prevent states from implementing their own medical cannabis laws. If 
the Leahy Amendment or an equivalent thereof is not successfully included in the next or any 
subsequent federal omnibus spending bill, the protection which has been afforded thereby to 
U.S. medical cannabis businesses in the past would lapse, and such businesses would be 
subject to a higher risk of prosecution under federal law. Although unlikely, there is a possibility 
that all amendments may be banned from federal omnibus spending bills, and if this occurs and 
the substantive provisions of the Leahy Amendment are not included in the base federal 
omnibus spending bill or other law, these protections would lapse. 62% of the combined House 
of Representatives and the Senate represent states with medical cannabis laws enacted or in 
process. 

Risks generally related to the Company 

The Company cannot assure profitability. The Company is a development stage company with 
no operating history, and a history of losses.  

The Company has yet to begin generating operating revenue, so it is extremely difficult to make 
accurate predictions and forecasts of its finances. This difficulty is compounded by the fact that 
the Company operates in the cannabis industry, which is continuously evolving. Thus, there is 
no guarantee that the Company’s products or services will be attractive to potential consumers. 

The Company’s actual financial position and results of operations may differ materially 
from the expectations of the Company’s management. 

The Company’s finances and operations may differ materially from management’s expectations. 
The process for estimating the Company’s revenue, net income and cash flow requires 
subjective judgment in determining the appropriate assumptions and estimates. These 
estimates and assumptions may be revised as additional information becomes available and as 
additional analyses is performed. However, these assumptions may not prove to be accurate, 
and other factors may affect the Company’s financial condition and operations. 

The Company expects to incur significant ongoing costs and obligations related to its 
investment in infrastructure, growth, regulatory compliance and operations. 

The Company expects to incur significant ongoing costs and obligations related to its 
investment in growth and regulatory compliance, which could have a material adverse effect on 
the Company’s operations, financial condition and cash flow. In addition, changes in regulations, 
heightened enforcement thereof or other unanticipated events could require extensive changes 
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to the Company’s operations, increase compliance costs or generate material liabilities. Any of 
these occurrences could have a material adverse effect on the Company’s, operations and 
financial condition. Our efforts to grow the Company may be costlier than we expect, and we 
may not be able to increase our revenue sufficiently to offset higher operating expenses. We 
may incur significant losses in the future for a number of reasons, including other risks 
described herein, unforeseen expenses, compliance or operating difficulties, complications and 
delays, and other events presently unknown to the Company.  

The Company is subject to changes in laws, regulations and guidelines which could 
adversely affect the Company’s future business, financial condition and operations. 

The Company’s operations will be subject to various state and federal laws, regulations and 
guidelines relating to the manufacturing, managing, packaging/labelling, advertising, selling, 
transporting, storing, and disposing of cannabis, including laws and regulations relating to 
controlled substances, health and safety, the conduct of business operations, and the protection 
of the environment. Achievement of the Company’s business objectives will be contingent, in 
part, upon compliance with applicable regulatory requirements and obtaining all requisite 
regulatory approvals. Changes to such laws, regulations and guidelines due to matters beyond 
the control of the Company may cause adverse effects to the Company. 

The Company will be required to obtain or renew further government permits and licenses for its 
contemplated operations. Obtaining, amending or renewing the necessary governmental 
permits and licenses can be a time-consuming process potentially involving numerous 
regulatory agencies, involving public hearings and costly undertakings on the Company’s part. 
The duration and success of the Company’s efforts to obtain, amend and renew permits and 
licenses will be contingent upon many variables not within its control, including the interpretation 
of applicable requirements implemented by the relevant permitting or licensing authority. The 
Company may not be able to obtain, amend or renew permits or licenses that are necessary to 
its operations. Any unexpected delays or costs associated with the permitting and licensing 
process could impede the ongoing or proposed operations of the Company. To the extent 
permits or licenses are not obtained, amended or renewed, or are subsequently suspended or 
revoked, the Company may be curtailed or prohibited from proceeding with its ongoing 
operations or planned development and commercialization activities. Such curtailment or 
prohibition may result in a material adverse effect on the Company’s business, financial 
condition, results of operations or prospects. 

There is no assurance that the Company’s licenses will be renewed by each applicable 
regulatory authority in the future in a timely manner. Any unexpected delays or costs associated 
with the licensing renewal process for any of the licenses held by the Company could impede 
the ongoing or planned operations of the Company and have a material adverse effect on the 
Company’s business, financial condition, results of operations or prospects. 
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The Company may become involved in a number of government or agency proceedings, 
investigations and audits. The outcome of any regulatory or agency proceedings, investigations, 
audits, and other contingencies could harm the Company’s reputation, require the Company to 
take, or refrain from taking, actions that could harm its operations or require the Company to 
pay substantial amounts of money, harming its financial condition. There can be no assurance 
that any pending or future regulatory or agency proceedings, investigations and audits will not 
result in substantial costs or a diversion of management’s attention and resources or have a 
material adverse impact on the Company’s business, financial condition, results of operations or 
prospects.

The Company endeavors to comply with all relevant laws, regulations and guidelines. However, 
changes to such laws, regulations and guidelines due to matters beyond the control of the 
Company may cause adverse effects to its operations. To the best of the Company’s 
knowledge, the Company is in compliance or in the process of being assessed for compliance 
with all such state laws, regulations and guidelines as described elsewhere in this prospectus. 

The Company is subject to uncertainty and change regarding the legal and regulatory 
status of cannabis. 

Achievement of the Company’s business objectives is contingent, in part, upon complying with 
other regulatory requirements enacted by governmental authorities and obtaining other required 
regulatory approvals. The Company will incur ongoing costs and obligations related to 
regulatory compliance. The regulatory regime which oversees cannabis is undergoing 
significant proposed changes and the Company cannot predict the impact of those changes on 
its business. Similarly, the Company cannot predict a timeline for securing the appropriate 
regulatory approvals and licenses for its products, or the extent of testing and documentation 
that may be required by government authorities. Any delays or failures in obtaining required 
regulatory approvals may significantly delay or impact the development of markets, products 
and sales initiatives and could have a material adverse effect on the business operations and 
finances of the Company. Failure to adapt and comply with regulations may result in additional 
costs for the Company through corrective measures, penalties and increased restrictions on the 
Company’s operations. In addition, changes to regulations, heightened enforcement thereof and 
other unanticipated events could have a material adverse effect on the Company’s operations 
and finances by requiring extensive changes to the Company’s operations, increasing 
compliance costs, generating material liabilities, and effecting other aspects of the Company 
that are currently unknown.  

Approach to Federal Enforcement of Cannabis Laws may be Subject to Change 

As a result of the conflicting views between state legislatures and the federal government 
regarding cannabis, investments in, and the operations of, cannabis businesses in the U.S. are 
subject to inconsistent legislation and regulation. The Cole Memo and other Obama-era 
cannabis policy guidance, discussed below, provides the framework for managing the tension 
between federal and state cannabis laws. Although no longer in effect, these policies, and the 
enforcement priorities established within, appear to continue to be exemplified during the Trump 
administration and remain critical factors that inform the past and future trend of state-based 
legalization. 

On August 29, 2013, the DOJ issued a memorandum known as the ‘Cole Memo’ to all U.S. 
Attorneys’ offices (federal prosecutors). The Cole Memo directed U.S. Attorneys not to prioritize 
the enforcement of federal cannabis laws against individuals and businesses that comply with 
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state medical or adult-use cannabis regulatory programs, provided certain enumerated 
enforcement priorities (such as diversion or sale of cannabis to minors) were not implicated. In 
addition to general prosecutorial guidance issued by the DOJ, the U.S. Department of the 
Treasury’s Financial Crimes Enforcement Network (“FinCEN”) issued a memorandum on 
February 14, 2014 outlining Bank Secrecy Act-compliant pathways for financial institutions to 
service state-sanctioned cannabis businesses, which echoed the enforcement priorities outlined 
in the Cole Memo (the “FinCEN Memorandum”). On the same day the FinCEN Memorandum 
was published, the DOJ issued complimentary policy guidance directing prosecutors to apply 
the enforcement priorities of the Cole Memo when determining whether to prosecute individuals 
or institutions with crimes related to financial transactions involving the proceeds of cannabis-
related activities (the “Cole Banking Memorandum”).

On January 4, 2018 Attorney General Jeff Sessions rescinded the Cole Memo, the Cole 
Banking Memorandum, and all other related Obama-era DOJ cannabis enforcement guidance.  
While the rescission did not change federal law, as the Cole Memo and other DOJ guidance 
documents were not themselves laws, the rescission removed the DOJ’s formal policy that 
state-regulated cannabis businesses in compliance with the Cole Memo guidelines should not 
be a prosecutorial priority. Notably, Attorney General Sessions’ rescission of the Cole Memo 
and the Cole Banking Memorandum has not affected the status of the FinCEN Memorandum 
issued by the Department of Treasury, which remains in effect. In addition to his rescission of 
the Cole Memo, Attorney General Sessions issued a one-page memorandum known as the 
‘Sessions Memorandum’. The Sessions Memorandum explains the DOJ’s rationale for 
rescinding all past DOJ cannabis enforcement guidance, claiming that Obama-era enforcement 
policies are “unnecessary” due to existing general enforcement guidance adopted in the 1980s, 
in chapter 9.27.230 of the U.S. Attorney’s Manual (the “USAM”). The USAM enforcement 
priorities, like those of the Cole Memo, are based on the use of the federal government’s limited 
resources and include “law enforcement priorities set by the Attorney General,” the 
“seriousness” of the alleged crimes, the “deterrent effect of criminal prosecution,” and “the 
cumulative impact of particular crimes on the community.” Although the Sessions Memorandum 
emphasizes that cannabis is a federally illegal Schedule I controlled substance, it does not 
otherwise instruct U.S. Attorneys to consider the prosecution of cannabis-related offenses a 
DOJ priority, and in practice, most U.S. Attorneys have not changed their prosecutorial 
approach thus far.  However, due to the lack of specific direction that was given to federal 
prosecutors in the Sessions Memorandum as to the priority they should ascribe to such 
cannabis activities, there can be no assurance that the federal government will not seek to 
prosecute cases involving cannabis businesses that are otherwise compliant with state law. 

Such potential proceedings could involve significant restrictions being imposed upon the 
Company or third parties, while diverting the attention of key executives. Such proceedings 
could have a material adverse effect on the Company’s business, revenues, operating results 
and financial condition as well as the Company’s reputation and prospects, even if such 
proceedings are concluded successfully in favor of the Company. In the extreme case, such 
proceedings could ultimately involve the criminal prosecution of key executives of the Company, 
the seizure of corporate assets, and consequently, the inability of the Company to continue its 
business operations.  Strict compliance with state and local laws with respect to cannabis may 
neither absolve the Company of liability under U.S. federal law, nor may it provide a defense to 
any federal proceeding which may be brought against the Company. Any such proceedings 
brought against the Company may adversely affect operations and financial performance.  
There can be no assurance that any pending or future regulatory or agency proceedings, 
investigations and audits will not result in substantial costs or a diversion of management’s 
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attention and resources or have a material adverse impact on the Company’s business, 
financial condition and results of operation. 

The Company may not be able to successfully identify and execute future acquisitions or 
dispositions, or to successfully manage the impacts of such transactions on its 
operations.

Material acquisitions, dispositions and other strategic transactions involve a number of risks, 
including: (i) potential disruptions of the Company’s ongoing business; (ii) distractions of 
management; (iii) the Company may become more financially leveraged; (iv) the anticipated 
benefits and cost savings may not be realized fully, or at all, and may take longer than 
expected; (v) an increase in the scope and complexity of the Company’s operations; and (vi) a 
loss or reduction of control over certain Company assets. 

The presence of one or more material liabilities of an acquired company that are unknown to the 
Company at the time of acquisition could have a material adverse effect on the Company’s 
operations, business prospects, and finances. A strategic transaction may result in a significant 
change to the Company’s business, operations and strategy. In addition, the Company may 
encounter unforeseen obstacles or costs in implementing a strategic transaction or integrating 
any acquired business into the Company’s operations. 

The Company may not be able to develop its products, which could prevent it from ever 
becoming profitable. 

If the Company cannot successfully develop, manufacture and distribute its products, or if the 
Company experiences difficulties in the development process, such as capacity constraints, 
quality control problems or other disruptions, the Company may not be able to develop 
market-ready commercial products at acceptable costs, which would adversely affect the 
Company’s ability to effectively enter the market. A failure by the Company to achieve a 
low-cost structure through economies of scale or improvements in cultivation and manufacturing 
processes would have a material adverse effect on the Company’s commercialization plans and 
the Company’s business, prospects, results, and finances. 

There is no assurance that the Company will turn a profit or generate immediate 
revenues.

There is no assurance that the Company will be profitable, earn revenues, or pay dividends. 
The Company has incurred, and anticipates that it will continue to incur, substantial expenses 
relating to the development and initial operations of its business. 

The payment and amount of any future dividends will depend upon, among other things, the 
results of the Company’s operations, cash flow, financial condition, and variable and capital 
requirements. There is no assurance that future dividends will be paid, and, if dividends are 
paid, there is no assurance as to the amount of any such dividends. 

The Company may not be able to effectively manage its growth and operations, which 
could materially and adversely affect its business. 

If the Company implements it business plan as intended, it may in the future experience rapid 
growth and development in a relatively short period of time. The management of this growth will 
require, among other things, continued development of the Company’s financial and 
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management controls and information systems, stringent control of costs, the ability to attract 
and retain qualified management personnel, and the training of new personnel. The Company 
intends to outsource resources, and hire additional personnel to manage its expected growth 
and expansion. Failure to successfully manage its possible growth and development could have 
a material adverse effect on the Company’s business and the value of its equity. 

Differing Local Rules and Regulations May Limit Ability to Expand into New Markets 

Expansion of the Company’s business into new markets with different rules and regulations or 
distant from then-existing operations, may not succeed. Any such expansion may expose the 
Company to new operational, regulatory and/or legal risks. In addition, expanding into new 
localities may subject the Company to unfamiliar or uncertain local rules and regulations that 
may adversely affect the operations of the Company. For example, different localities may 
impose different rules on how cannabis may be cultivated, manufactured, processed, distributed 
and/or transported. Newly entered localities may also have competitive conditions, consumer 
preferences and spending patterns that are more difficult to predict or satisfy than the existing 
markets. 

Further, there can be no assurance that state laws legalizing and regulating the sale and use of 
cannabis will not be repealed or overturned, or that local governmental authorities will not limit 
the applicability of state laws within their respective jurisdictions.  It is also important to note that 
local and city ordinances may strictly limit and/or restrict the distribution of cannabis in a manner 
that could make it extremely difficult or impossible to transact business in the cannabis industry.  
If the federal government begins to enforce federal laws relating to cannabis in states where its 
sale and use is currently legal, or if existing state laws are repealed or curtailed, the Company’s 
business operations would be materially and adversely affected. Federal actions against any 
individual or entity engaged in the cannabis industry or a substantial repeal of marijuana-related 
legislation could adversely affect the company, its business operations and its investments. 

The Company may be subject to risks related to the protection and enforcement of its 
intellectual property rights, and may become subject to allegations that the Company is 
in violation of intellectual property rights of third parties. 

As long as cannabis remains illegal under U.S. federal law, the benefit of certain federal laws 
and protections which may be available to most businesses, such as federal trademark and 
patent protection regarding the intellectual property of a business, may not be available to the 
Company. As a result, the Company’s intellectual property may never be adequately or 
sufficiently protected against the use or misappropriation by third-parties. In addition, since the 
regulatory framework of the cannabis industry is in a constant state of flux, the Company can 
provide no assurance that it will ever obtain any protection of its intellectual property, whether 
on a federal, state or local level. 

The ownership and protection of our intellectual property rights is a significant aspect of the 
Company’s future success. Currently we rely on trade secrets, technical know-how and 
proprietary information that are not protected by patents to maintain our competitive position. 
We try to protect such intellectual property by entering into confidentiality agreements with 
parties that have access to it, such as our partners, collaborators, employees and consultants. If 
any of these parties breach these agreements we may not have adequate remedies available. 
Additionally, our trade secrets and technical know-how, which are not protected by patents, may 
otherwise become known to or be independently developed by competitors, in which case our 
business, financial condition, and operations could be materially adversely affected. 
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Unauthorized parties may attempt to replicate or otherwise obtain and use the Company’s 
products, trade secrets, technical know-how and proprietary information. Policing the 
unauthorized use of the Company’s current or future intellectual property rights and enforcing 
those rights could be difficult, expensive, time-consuming and unpredictable. Identifying 
unauthorized use of intellectual property rights is difficult and the Company may be unable to 
effectively monitor and evaluate the products being distributed by its competitors and the 
processes used to produce such products. Additionally, some or all of the Company’s current or 
future trademarks, patents, proprietary know-how, arrangements, agreements, or other 
intellectual property rights seeking to protect the Company, may be found invalid, not infringed, 
unenforceable, or anti-competitive in an infringement proceeding. An adverse result in any 
litigation or defense proceedings could put one or more of the Company’s current or future 
trademarks, patents or other intellectual property rights at risk of being invalidated or interpreted 
narrowly and could put existing intellectual property applications at risk of not being issued. Any 
or all of these events could materially and adversely affect the Company’s financial condition 
and operations. 

Other parties may claim that the Company’s products infringe on their proprietary and other 
protected rights. Such claims, if meritorious, may result in the expenditure of significant financial 
and managerial resources, legal fees, result in injunctions, temporary restraining orders and/or 
require the payment of damages. The Company may also need to obtain licenses from third 
parties who allege that the Company has infringed on their lawful rights. As such, the Company 
may not be able to obtain or utilize such rights or licenses at all or on terms that are favorable to 
the Company. 

The Company may be forced to litigate to defend its intellectual property rights, or to 
defend against claims by third parties against the Company relating to intellectual 
property rights. 

The Company may be forced into litigation to enforce or defend its intellectual property rights, 
protect its trade secrets, or determine the validity and scope of other parties’ proprietary rights. 
Any such litigation could be very costly and could distract the Company’s management from 
focusing on operations. The existence and/or outcome of any such litigation could harm the 
Company’s business. Because the content of much of the Company’s intellectual property 
concerns cannabis and other activities that are not legal in some jurisdictions, the Company 
may face additional difficulties in defending its intellectual property rights. 

Enforceability of Contracts 

Due to the nature of the Company’s intended business and the fact that its contracts will involve 
cannabis and other activities that are not legal under U.S. federal law and in some jurisdictions, 
the Company may face difficulties in enforcing its contracts in federal and certain state courts. 
The inability to enforce any of the Company’s contracts could have a material adverse effect on 
the Company’s business, operating results, financial condition or prospects. 

The Company may become subject to litigation, including for possible product liability 
claims, which may have a material adverse effect on the Company’s reputation, 
business, results from operations, and financial condition. 

The Company may be named as a defendant in a lawsuit or regulatory action. The Company 
may also incur uninsured losses for liabilities which arise in the ordinary course of business, or 
which are unforeseen, including, but not limited to, employment liability and business loss 
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claims. Any such losses could have a material adverse effect on the Company’s business, 
operations, sales, cash flow and financial condition. 

The Company’s operations are subject to environmental regulation. 

These regulations mandate, among other things, the maintenance of air and water quality 
standards and land reclamation. They also set forth limitations on the generation, transportation, 
storage and disposal of solid and hazardous waste. Environmental legislation is evolving in a 
manner which will require stricter standards and enforcement, increased fines and penalties for 
non-compliance, more stringent environmental assessments of proposed projects and a 
heightened degree of responsibility for companies and their officers, directors and employees. 
There is no assurance that future changes in environmental regulation, if any, will not adversely 
affect the Company’s operations. 

Government environmental approvals and permits are currently, and may in the future be 
required in connection with the Company’s operations. To the extent such approvals are 
required and not obtained, the Company may be curtailed or prohibited from its proposed 
business activities or from proceeding with the development of its operations as currently 
proposed. 

Failure to comply with applicable environmental laws, regulations and permit requirements may 
result in enforcement actions, including orders issued by regulatory or judicial authorities 
causing operations to cease or be curtailed, and may include corrective measures requiring 
capital expenditures, installation of additional equipment, or remedial actions. The Company 
may be required to compensate those suffering loss or damage due to its operations and may 
have civil or criminal fines or penalties imposed for violations of applicable laws or regulations. 

Risks Associated with Banking, Financial Transactions, and Anti-Money Laundering 
Laws and Regulations 

The Company will be subject to a variety of laws and regulations domestically and in the U.S. 
that involve money laundering, financial recordkeeping and proceeds of crime, including the 
Bank Secrecy Act, as amended by Title III of the Uniting and Strengthening America by 
Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 (USA 
PATRIOT Act), the Proceeds of Crime (Money Laundering) and Terrorist Financing Act 
(Canada), as amended and the rules and regulations thereunder, the Criminal Code (Canada) 
and any related or similar rules, regulations or guidelines, issued, administered or enforced by 
governmental authorities in the U.S. and Canada. Since the cultivation, manufacture, 
distribution and sale of cannabis remains illegal under the Controlled Substances Act, banks 
and other financial institutions providing services to cannabis-related businesses risk violation of 
federal anti-money laundering statutes (18 U.S.C. §§ 1956 and 1957), the unlicensed money-
remitter statute (18 U.S.C. § 1960) and the Bank Secrecy Act, among other applicable federal 
statutes. Banks or other financial institutions that provide cannabis businesses with financial 
services such as a checking account or credit card in violation of the Bank Secrecy Act could be 
criminally prosecuted for willful violations of money laundering statutes, in addition to being 
subject to other criminal, civil, and regulatory enforcement actions. Banks often refuse to 
provide banking services to businesses involved in the cannabis industry due to the present 
state of the laws and regulations governing financial institutions in the U.S. The lack of banking 
and financial services presents unique and significant challenges to businesses in the cannabis 
industry. The potential lack of a secure place in which to deposit and store cash, the inability to 
pay creditors through the issuance of checks and the inability to secure traditional forms of 
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operational financing, such as lines of credit, are some of the many challenges presented by the 
unavailability of traditional banking and financial services. These statutes can impose criminal 
liability for engaging in certain financial and monetary transactions with the proceeds of a 
“specified unlawful activity” such as distributing controlled substances which are illegal under 
federal law, including cannabis, and for failing to identify or report financial transactions that 
involve the proceeds of cannabis-related violations of the Controlled Substances Act. The 
Company may also be exposed to the foregoing risks. 

In February 2014, FinCEN issued the FinCEN Memorandum providing instructions to banks 
seeking to provide services to cannabis-related businesses. The FinCEN Memo states that in 
some circumstances, it is permissible for banks to provide services to cannabis-related 
businesses without risking prosecution for violation of the Bank Secrecy Act. It refers to 
supplementary guidance that former Deputy Attorney General James M. Cole issued to federal 
prosecutors relating to the prosecution of money laundering offenses predicated on cannabis-
related violations of the Controlled Substances Act. Although the FinCEN Memo remains in 
effect today, it is unclear at this time whether the current administration will follow the guidelines 
of the FinCEN Memo. Overall, the DOJ continues to have the right and power to prosecute 
crimes committed by banks and financial institutions, such as money laundering and violations 
of the Bank Secrecy Act, that occur in any state, including in states that have legalized the 
applicable conduct and the DOJ’s current enforcement priorities could change for any number of 
reasons, including a change in the opinions of the President of the United States or the U.S. 
Attorney General. A change in the DOJ’s enforcement priorities could result in the DOJ 
prosecuting banks and financial institutions for crimes that previously were not prosecuted. If the 
Company does not have access to a U.S. banking system, its business and operations could be 
adversely affected.  

Other potential violations of federal law resulting from cannabis-related activities include the 
Racketeer Influenced Corrupt Organizations Act (“RICO”). RICO is a federal statute providing 
criminal penalties in addition to a civil cause of action for acts performed as part of an ongoing 
criminal organization. Under RICO, it is unlawful for any person who has received income 
derived from a pattern of racketeering activity (which includes most felonious violations of the 
CSA), to use or invest any of that income in the acquisition of any interest, or the establishment 
or operation of, any enterprise which is engaged in interstate commerce.  RICO also authorizes 
private parties whose properties or businesses are harmed by such patterns of racketeering 
activity to initiate a civil action against the individuals involved. Although RICO suits against the 
cannabis industry are rare, a few cannabis businesses have been subject to a civil RICO action. 
Defending such a case has proven extremely costly, and potentially fatal to a business’ 
operations. 

In the event that any of the Company’s operations, or any proceeds thereof, any dividends or 
distributions therefrom, or any profits or revenues accruing from such operations in the United 
States were found to be in violation of money laundering legislation or otherwise, such 
transactions may be viewed as proceeds of crime under one or more of the statutes noted 
above or any other applicable legislation. This could restrict or otherwise jeopardize our ability to 
declare or pay dividends, effect other distributions or subsequently repatriate such funds back to 
Canada, and subject the Company to civil and/or criminal penalties. Furthermore, while there 
are no current intentions to declare or pay dividends in the foreseeable future, in the event that 
a determination was made that the Company’s proceeds from operations (or any future 
operations or investments in the United States) could reasonably be shown to constitute 
proceeds of crime, we may decide or be required to suspend declaring or paying dividends 
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without advance notice and for an indefinite period of time. The Company could likewise be 
required to suspend or cease operations entirely. 

Tax Risk 

Section 280E of the Internal Revenue Code, as amended, prohibits businesses from deducting 
certain expenses associated with trafficking controlled substances (within the meaning of 
Schedule I and II of the Controlled Substances Act. Section 280E drastically increases federal 
taxes for cannabis businesses operating under state-sanctioned regulatory programs because 
they are required to pay taxes on their operating expenses and are barred from taking standard 
deductions available to most other businesses. As a result, an otherwise profitable business 
may in fact operate at a loss after taking into account its income tax expenses. The IRS has 
invoked Section 280E in tax audits against various cannabis businesses in the U.S. that are 
permitted under applicable state laws. Although the IRS issued a clarification allowing the 
deduction of certain expenses, the scope of such items is interpreted very narrowly and the bulk 
of operating costs and general administrative costs are not permitted to be deducted. The 
Company will be precluded from claiming certain deductions otherwise available to non-
marijuana businesses. While there are currently several pending cases before various 
administrative and federal courts challenging these restrictions, there is no guarantee that these 
courts will issue an interpretation of Section 280E favorable to cannabis businesses. 
Consequently, there is no certainty that the Company will not be subject to 280E in the future, 
and accordingly, there is no certainty that the impact that 280E has on the Company’s margins 
will ever be reduced. 

The Company faces competition from other companies where it will conduct business 
that may have higher capitalization, more experienced management or may be more 
mature as a business. 

The Company does and expects to continue to face intense competition from other companies, 
some of which can be expected to have longer operating histories and more financial resources, 
manufacturing and marketing experience than the Company. In addition, there is potential that 
the cannabis industry will undergo consolidation, creating larger companies with financial 
resources, manufacturing and marketing capabilities, and product offerings that are greater than 
those of the Company. As a result of this competition, the Company may be unable to maintain 
its operations or develop them as currently proposed on terms it considers acceptable. 
Increased competition by larger, better-financed competitors with geographic advantages could 
materially and adversely affect the Company’s business, financial condition and operations. 

The legal landscape for medical and recreational cannabis is changing internationally. More 
countries have passed laws that allow for the production and distribution of cannabis for medical 
purposes in some form or another. Increased international competition and limitations placed on 
the Company by local regulations might lower the demand for the Company’s products on a 
global scale. 

If the Company is unable to attract and retain key personnel, it may not be able to 
compete effectively in the cannabis market. 

The Company’s success has depended and continues to depend upon its ability to attract and 
retain key management, including the Company’s acting CEO, technical experts and sales 
personnel. The Company will attempt to enhance its management and technical expertise by 
recruiting qualified individuals who possess desired skills and experience in targeted areas. The 
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Company’s inability to attract and retain employees or engineering and technical support 
resources could have a material adverse effect on the Company’s business, operations, sales, 
cash flow or financial condition. Shortages in qualified personnel or the loss of key personnel 
could adversely affect the financial condition of the Company, operations of the business and 
could limit the Company’s ability to develop and market its cannabis-related products. The loss 
of any of the Company’s senior management or key employees could materially adversely affect 
the Company’s ability to execute its business plan and strategy, and the Company may not be 
able to find adequate replacements on a timely basis, or at all. The Company does not maintain 
key person life insurance policies on any of our employees. 

There is no assurance that the Company will obtain and retain any relevant licenses. 

Further, the Company’s ability to grow, store and sell cannabis in the United States is 
dependent on the ability of the Company to obtain a license to do so. The Company does not 
currently hold a license and there can be no assurance that the Company will receive such a 
license in a timely manner, or at all. The licenses, once issued, are subject to ongoing 
compliance and reporting requirements. Failure to comply with the requirements would have a 
material adverse impact on the business, financial condition and operations of the Company. 

The Company may not be able to develop and maintain lasting relationships with 
consumers.

The Company’s success depends on its ability to attract and retain customers. There are many 
factors which could impact the Company’s ability to attract and retain consumers, including but 
not limited to the Company’s brand awareness, its ability to continually produce desirable and 
effective cannabis products, the successful implementation of the Company’s 
consumer-acquisition plan and the continued growth in the aggregate number of consumers 
purchasing cannabis products. The Company’s failure to acquire and retain consumers could 
have a material adverse effect on the Company’s business, financial condition and operations. 

The Company’s industry is experiencing rapid growth and consolidation that may cause 
the Company to lose key relationships and intensify competition. 

The cannabis industry is undergoing rapid growth and substantial change, which has resulted in 
an increase in competitors, consolidation and formation of strategic relationships. Acquisitions 
or other consolidating transactions could harm the Company in several ways, including the loss 
of strategic partners if they are acquired by or enter into relationships with a competitor, the loss 
of customers, revenue and market share, or the Company being forced to expend greater 
resources to meet new or additional competitive threats, all of which could harm the Company’s 
operations. As competitors enter the market and become increasingly sophisticated, competition 
in the Company’s industry may intensify and place downward pressure on prices for its 
products, which could negatively impact the Company’s profitability. 

The Company may not be able to secure adequate or reliable sources of funding required 
to operate its business and meet consumer demand for its products. 

There is no guarantee that the Company will be able to achieve its business objectives. The 
continued development of the Company may require additional financing. The failure to raise 
such capital could result in the delay or indefinite postponement of current business objectives 
or the Company. There can be no assurance that additional capital or other types of financing 
will be available or that, if available, the terms of such financing will be favorable to the 
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Company. In addition, from time to time, the Company may enter into transactions to acquire 
assets or shares of other corporations. These transactions may be financed wholly or partially 
with debt, which may increase the Company’s debt levels above industry standards. Any debt 
financing secured in the future could involve restrictive covenants relating to capital raising 
activities and other financial and operational matters, which may make it more difficult for the 
Company to obtain additional capital and pursue business opportunities, including potential 
acquisitions. Debt financings may also contain provisions which, if breached, may entitle lenders 
or their agents to accelerate repayment of loans and/or realize security over the assets of the 
Company.  There is no assurance that the Company would be able to repay such loans in such 
an event or prevent the enforcement of security granted pursuant to such debt financing. 

The Company may be subject to product recalls for product defects self-imposed or 
imposed by regulators. 

Manufacturers and distributors of products are sometimes subject to the recall or return of their 
products for a variety of reasons, including product defects, such as contamination, unintended 
harmful side effects or interactions with other substances, packaging safety and inadequate or 
inaccurate labelling disclosure. Although the Company has detailed procedures in place for 
testing its products, there can be no assurance that any quality, potency or contamination 
problems will be detected in time to avoid unforeseen product recalls, regulatory action or 
lawsuits. If any of the Company’s products are recalled due to an alleged product defect or for 
any other reason, the Company could be required to incur the unexpected expense of the recall 
and any legal proceedings that might arise thereto. The Company may lose a significant amount 
of sales and may not be able to replace those sales at an acceptable margin or at all. In 
addition, a product recall may require significant management attention. Additionally, if one of 
the Company significant brands were subject to recall, the image of that brand and the 
Company could be harmed. A recall for any reason could lead to decreased demand for the 
Company’s products and could have a material adverse effect on the operations and financial 
condition of the Company. 

The Company is reliant on key inputs, and any interruption of these services could have 
a material adverse effect on the Company’s finances and operation results. 

The Company’s business is dependent on several key inputs related to its growing operations 
and is a vertically integrated U.S. based consumer packaged goods and pharmaceutical 
manufacturer in the cannabis industry costs related the is a vertically integrated U.S. based 
consumer packaged goods and pharmaceutical manufacturer in the cannabis industry including 
raw materials and supplies. Any significant interruption or negative change in the availability or 
economics of the supply chain for key inputs could materially impact the business, financial 
condition and operations of the Company. Any inability to secure required supplies and services 
or to do so on appropriate terms could have a materially adverse impact on the business, 
financial condition and operations of the Company. 

The Company could be liable for fraudulent or illegal activity by its employees, 
contractors and consultants resulting in significant financial losses to claims against the 
Company.

The Company is exposed to the risk that its employees, independent contractors and 
consultants may engage in fraudulent or other illegal activity. Misconduct by these parties could 
include intentional, reckless and/or negligent conduct or disclosure of unauthorized activities to 
the Company that violates: (i) government regulations; (ii) manufacturing standards; (iii) federal 
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and provincial healthcare fraud and abuse laws and regulations; or (iv) laws that require the 
true, complete and accurate reporting of financial information or data. It is not always possible 
for the Company to identify and deter misconduct by its employees and other third parties, and 
the precautions taken by the Company to detect and prevent this activity may not be effective in 
controlling unknown or unmanaged risks or losses or in protecting the Company from 
governmental investigations or other actions or lawsuits stemming from a failure to follow such 
laws or regulations. If any such actions are instituted against the Company, and it is not 
successful in defending itself or asserting its rights, those actions could have a significant 
impact on our business, including the imposition of civil, criminal and administrative penalties, 
damages, monetary fines, contractual damages, reputational harm, diminished profits and future 
earnings, curtailment of the Company’s operations, and even prison sentences, any of which 
could have a material adverse effect on the Company’s business, financial condition and 
operations. 

The Company will be reliant on information technology systems and may be subject to 
damaging cyber-attacks. 

The Company has and will continue to enter into agreements with third parties for hardware, 
software, telecommunications and other information technology (“IT”) services regarding its 
operations. The Company’s operations depend, in part, on how well it and its suppliers protect 
networks, equipment, IT systems and software against damage from many threats, including, 
but not limited to, cable cuts, damage to physical plants, natural disasters, intentional damage 
and destruction, fire, power loss, hacking, computer viruses, vandalism and theft. The 
Company’s operations also depend on the timely maintenance, upgrade and replacement of 
networks, equipment, IT systems and software, as well as pre-emptive expenses to mitigate the 
risks of failures. Any of these and other events could result in information system failures, 
delays and/or increase in capital expenses. The failure of information systems or a component 
of information systems could, depending on the nature of any such failure, adversely impact the 
Company’s reputation and results of operations. 

The Company has not experienced any material losses to date relating to cyber-attacks or other 
information security breaches, but there can be no assurance that the Company will not incur 
such losses in the future. The Company’s risk and exposure to these matters cannot be fully 
mitigated because of, among other things, the evolving nature of these threats. As a result, 
cyber security and the continued development and enhancement of controls, processes and 
practices designed to protect systems, computers, software, data and networks from attack, 
damage or unauthorized access is a priority. As cyber threats continue to evolve, the Company 
may be required to expend additional resources to continue to modify or enhance protective 
measures or to investigate and remediate any security vulnerabilities. 

The Company’s officers and directors may be engaged in a range of business activities 
resulting in conflicts of interest. 

The Company may be subject to various potential conflicts of interest because some of its 
officers and directors may be engaged in a range of business activities. In addition, the 
Company’s executive officers and directors may devote time to their outside business interests, 
so long as such activities do not materially or adversely interfere with their duties to the 
Company. In some cases, the Company’s executive officers and directors may have fiduciary 
obligations associated with these business interests that interfere with their ability to devote time 
to the Company’s business and affairs and that could adversely affect the Company’s 
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operations. These business interests could require significant time and attention of the 
Company’s executive officers and directors. 

In addition, the Company may also become involved in other transactions which conflict with the 
interests of its directors and the officers who may from time to time deal with persons, firms, 
institutions or companies with which the Company may be dealing, or which may be seeking 
investments like those desired by it. The interests of these persons could conflict with those of 
the Company. In addition, from time to time, these persons may be competing with the 
Company for available investment opportunities. Conflicts of interest, if any, will be subject to 
the procedures and remedies provided under applicable laws. In particular, if such a conflict of 
interest arises at a meeting of the Company’s directors, a director who has such a conflict will 
abstain from voting for or against the approval of such participation or such terms. In 
accordance with applicable laws, the directors of the Company are required to act honestly, in 
good faith and in the best interests of the Company. 

Management may not be able to successfully implement adequate internal controls over 
financial reporting. 

Proper systems of internal controls over financial accounting and disclosure are critical to the 
operation of a public company. However, the Company does not expect that its DCP and ICFR 
will prevent all error and all fraud. A control system, no matter how well designed and operated, 
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. Because of 
the inherent limitations in all control systems, no evaluation of controls can provide absolute 
assurance that all control issues and instances of fraud, if any, have been detected. 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. If the Company cannot provide 
reliable financial reports or prevent fraud, its reputation and operations could be materially 
adversely affected, which could cause investors to lose confidence in the Company’s reported 
financial information, which in turn could result in a reduction in the value of  is a vertically 
integrated U.S. based consumer packaged goods and pharmaceutical manufacturer in the 
cannabis industry Company. 

The Company, or the cannabis industry more generally, may receive unfavorable 
publicity or become subject to negative consumer perception. 

The Company believes the cannabis industry is highly dependent upon consumer perception 
regarding the benefits, safety, efficacy and quality of the cannabis distributed for medical 
purposes to such consumers. Consumer perception of the Company’s products can be 
significantly influenced by scientific research or findings, regulatory investigations, litigation, 
political statements, media attention and other publicity (if accurate or with merit) regarding the 
consumption of cannabis products for medical purposes, including unexpected safety or efficacy 
concerns arising with respect to the products of the Company or its competitors. There can be 
no assurance that future scientific research, findings, regulatory proceedings, litigation, media 
attention or other research findings or publicity will be favorable to the cannabis market or any 
product, or consistent with earlier publicity.  

Future research, findings, regulatory proceedings, litigation, media attention or other publicity 
that are perceived as less favorable than, or that question, earlier research reports, findings or 
publicity could have a material adverse effect on the demand for the Company’s products, 
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operations and financial condition. The Company’s dependence upon consumer perceptions 
means that adverse scientific research reports, findings, regulatory proceedings, litigation, 
media attention or other publicity (if accurate or with merit), could have an adverse effect on any 
demand for the Company’s products which could have a material adverse effect on the 
Company’s business, financial condition and operations. Further, adverse publicity reports or 
other media attention regarding the safety, efficacy and quality of cannabis for medical purposes 
in general, or the Company’s products specifically, or associating the consumption of cannabis 
with illness or other negative effects or events, could have such a material adverse effect. Such 
adverse publicity reports or other media attention could arise even if the adverse effects 
associated with such products resulted from consumers’ failure to consume such products 
legally, appropriately or as directed. 

Volatility in the Market Price of the Company’s Securities 

Securities of cannabis companies have experienced substantial volatility in the past, often 
based on factors unrelated to the financial performance or prospects of the companies involved. 
These factors include macroeconomic developments in North America and globally, currency 
fluctuations and market perceptions of the attractiveness of particular industries. The value of 
the Company’s securities is also likely to be significantly affected by short-term changes in 
cannabis, by the Company’s financial condition or results of operations as reflected in its 
quarterly financial statements and by other operational and regulatory matters. As a result of 
any of these factors, the market price of the Company’s equity securities at any given point in 
time may not accurately reflect their long-term value. 

Price Volatility of Publicly Traded Securities 

In recent years, the securities markets in the United States and Canada have experienced a 
high level of price and volume volatility, and the market prices of securities of many companies 
have experienced wide fluctuations in price which have not necessarily been related to the 
operating performance, underlying asset values or prospects of such companies. There can be 
no assurance that fluctuations in price will not occur. The market for the Company’s equity will 
be subject to market trends generally, notwithstanding any potential business of the Company.  



SEA HUNTER THERAPEUTICS, LLC  
MANAGEMENT DISCUSSION AND ANALYSIS OF THE CONDENSED INTERIM  

CONSOLIDATED FINANCIAL RESULTS 
FOR THE QUARTER AND YEAR ENDED DECEMBER 31, 2017 

Background 

This management discussion and analysis of financial condition and results of operations (the 
“MD&A”) for Sea Hunter Therapeutics, LLC (the “Company”) is prepared as of June 12, 2018 
and is intended to assist in the understanding and assessment of trends and significant changes 
in the results of operations and financial condition of the Company. As such, it should be read in 
conjunction with the audited consolidated financial statements of the Company as of December 
31, 2017 for the period beginning September 20, 2017 (inception) (the “Financial Statements”) 
which were prepared in accordance with the International Financial Reporting Standards 
(“IFRS”). 

All dollar figures included therein and in the following MD&A are quoted in United States Dollars.  

Forward-Looking Statements 

This MD&A contains certain information that may constitute “forward-looking information” and 
“forward-looking statements” (collectively, “forward-looking statements”) which are based 
upon the Company’s current internal expectations, estimates, projections, assumptions and 
beliefs. Such statements can be identified using forward-looking terminology such as "expect," 
“likely”, “may”, “will”, “should”, “intend”, “anticipate”, “potential”, “proposed”, “estimate” and other 
similar words, including negative and grammatical variations thereof, or statements that certain 
events or conditions “may” or “will” happen, or by discussions of strategy. Forward-looking 
statements include estimates, plans, expectations, opinions, forecasts, projections, targets, 
guidance, or other statements that are not statements of fact. The forward-looking statements 
included in this MD&A are made only as of the date of the Company’s financial statements for 
the year ended December 31, 2017. 

Although the Company believes that the expectations reflected in such forward-looking 
statements are reasonable, it can give no assurance that such expectations will prove to have 
been correct. The Company’s forward-looking statements are expressly qualified in their entirety 
by this cautionary statement. Without limiting the foregoing, disclosure in this MD&A under 
“Proposed Transactions” as well as statements regarding the Company’s objectives, plans and 
goals, including future operating results and economic performance may refer to or involve 
forward-looking statements. Many factors could cause actual events, performance or results to 
differ materially from what is projected in the forward-looking statements. See “Risk Factors” in 
this MD&A for further details. The purpose of forward-looking statements is to provide the 
reader with a description of management’s expectations, and such forward-looking statements 
may not be appropriate for any other purpose. You should not place undue reliance on 
forward-looking statements contained in this MD&A. The Company undertakes no obligation to 
update or revise any forward-looking statements, whether because of new information, future 
events or otherwise, except as required by applicable law. 

These forward-looking statements and related risks, which are further discussed in the “Risks 
Factors” section, herein may not represent all risks to the Company and readers are cautioned 
not to place undue reliance on these forward-looking statements and related risks. 
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Overview of the Company’s Business 

The Company and its subsidiaries are a vertically integrated U.S. based consumer packaged 
goods and pharmaceutical manufacturer in the cannabis industry. The Company was formed on 
September 20, 2017 to provide cultivation, retail, operational and capital support to state 
licensed cultivators, product manufacturers and dispensaries. In certain circumstances, the 
Company will apply for licenses and/or manage licenses through its subsidiaries to cultivate, 
process, transport, and dispense cannabis. Sea Hunter is organized as a vertically integrated 
business and works with the leaders in the cannabis industry to offer expertise and provide 
cannabis specific knowledge from cultivation to extraction to retail distributions.  The Company 
is a 100% owned subsidiary of Sea Hunter Holdings, LLC (“SHH”).  

Selected Annual Information 

Statement of Comprehensive Income (Loss)  

Period from 
inception to 

December 31, 2017

$

Net gain (loss) for the year (4,133,201) 

Basic and diluted loss per share - 

Statement of Financial Position Data 

Period from 
inception to 

December 31, 2017

$

Total assets 603,046 

Total liabilities 5,442,800 

Long-term liabilities 4,739,994 

Cash dividends declared per share - 

Results of Operations 

The Company incurred a net loss of ($4,133,201) for the quarter and year ended December 31, 
2017. 2017 was the first year of operations of the company and as result there were significant 
expenses and no revenue. Until operations begin, Sea Hunter will continue to have losses as 
they expand in the market place. The Company expects to show revenues in the coming 
quarters as facilities are completed and products become available for sale. 

For the year ended December 31, 2017, the Company incurred significant expenses of: 

 $1,527,421 for payroll and related benefits; 

 $1,159,730 for professional fees; and

 $829,147 for taxes and licenses;
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Payroll expenses 

The executive team has the authority and responsibility for planning, directing, and controlling 
the activities of the Company. Compensation to the Company’s executive team and Board of 
Managers was $1,450,000. 

Professional fees 

As the Company continues to grow in size and complexity, the services of external consultants 
have become increasingly important. The significant component of professional fees was 
$648,741 which was paid to these various consultants. Legal expenses related to regulatory 
matters, operations, and potential acquisitions were $346,396. The balance of the professional 
fees were for financial consulting, business development, deal due diligence and miscellaneous 
other consulting.    

Taxes and Licenses 

The Company made a one-time payment of $825,000 to a consultant for special services 
related to a specific license in Massachusetts. This fee was related to various services in 
regards to obtaining that license and processing the state licensing application.  

Financial Condition Including Cash Flows, Liquidity and Capital Resources 

Liquidity

At December 31, 2017, the Company had cash of $112,900.   

Cash Flows 

For the quarter ended December 31, 2017, cash was provided by (used in): 

 Investing activities: $(211,458); 

 Operating activities: $(3,426,583); 

 Financing activities: $3,750,941; and 

 Net increase in cash: $112,900. 

Contractual Obligations 

Contractual Obligations Payments due by period 

Total 2018 2019 2020 2021 
thereafter 

Lease Obligations $371,137 $71,598 $71,598 $73,746 $154,195 

Total Contractual Obligations $371,137 $71,598 $71,598 $73,746 $154,195 

The Company entered into a five-year lease agreement for its corporate office with rent 
payments commencing in January 2018.   
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Capital Resources 

The Company closely monitors and manages its capital resources to assess the liquidity 
required to fund fixed asset capital expenditures, acquisitions and operations. The Company 
continues to pursue opportunities to finance, manage and potentially acquire licenses in various 
States. The parent company will provide all capital for potential acquisitions and for operations.    
As at December 31, 2017, the Company had cash on hand of $112,900 and total liabilities of 
$5,442,800. 

Working capital provides funds for the Company to meet its operations and capital 
requirements. As of December 31, 2017, the Company had a working capital deficit of 
($99,760). Although there is a deficit, management expects the Company to have adequate 
funds available to meet the Company’s planned growth and expansion over the next 12 months 
from its parent company, SHH. To the extent needed, SHH has the intent and ability to fund any 
further operating losses and operating cash flow deficits in order for the Company to sustain its 
operations. 

Off-Balance Sheet Arrangements 

The Company does not maintain any off-balance sheet arrangements. 

Related Party Transactions 

Sea Hunter Holdings, LLC 

SHH advanced $4,739,994 to the Company. The loan is without interest and repayment terms. 
The loan has been classified as non-current as SHH has indicated it will not require repayment 
of the amounts advanced in the next twelve months. As per the letter of intent to merge 
described in Note 8 to the Financial Statements, the loan will be forgiven when the transaction is 
complete and the balance will be included as a contribution to equity. SHH intends to continually 
raise capital in order to support the operations of the Company. 

Key Management Compensation 

Key management personnel are those persons having the authority and responsibility for 
planning, directing and controlling activities of the entity, directly or indirectly. The key 
management personnel of the Company are the members of the Company’s executive 
management team and board of managers (the “Board”). Compensation provided to key 
management was $1,450,000 and is included in payroll and related benefits in the consolidated 
statement of operations for the period September 20, 2017 (inception) to December 31, 2017. 

Proposed Transactions and Subsequent Events 

The Company has entered into a letter of intent to merge with two US companies in 
complimentary businesses and roll that entity into an existing Canadian company listed on the 
Canadian Securities Exchange (“CSE”). The companies have collectively raised over 
$150,000,000 in capital and securities. Following the completion of the merger, the Company 
will own approximately 44.98% of the outstanding shares. The merger requires the approval of 
SHH, as the only member of the Company, and as such SHH has agreed to vote its Class “A” 
Common Shares in favor of the arrangement. It also requires regulatory approval, including the 
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approval of the CSE. The Company has an agreement to make a short-term loan of $1,500,000 
to one of the companies if the proposed merger does not occur. 

On May 31, 2018, the Company completed the acquisition of the existing debt of Ermont, Inc., a 
Massachusetts non-profit Registered Marijuana Dispensary, and their existing management 
agreement with Zolly, LLC. A wholly owned subsidiary consolidated the debt into a $12,525,000 
loan and security agreement bearing interest at the rate of 18% per annum.  The total 
transaction cost was $15,025,000 which includes the $2,750,000 payment for the management 
agreement.

The Company and its subsidiaries are engaged in ongoing negotiations to enter into acquisition 
agreements and/or management agreements with various licensed entities in different States.   

New Accounting Standards Applied 

IAS 1 Presentation of Financial Statements 

The Company has reviewed and considered the amendments made to IAS 1 effective on 
January 1, 2016. The Company has concluded that the adoption of such standard has resulted 
in no impact on the Company’s consolidated financial statements. The Company will re-evaluate 
IAS 1 should a transaction occur. 

Accounting Standards and Interpretations Issued but not yet Effective 

Standards issued but not yet effective up to the date of issuance of the Company’s financial 
statements are listed below. This listing is of standards and interpretations issued, which the 
Company reasonably expects to be applicable at a future date. The Company intends to adopt 
those standards when they become effective. The Company does not expect the impact of such 
changes on the financial statements to be material. 

IFRS 7 Financial Instruments: Disclosure 

This standard was amended to require additional disclosures on transition from IAS 39 Financial 
Instruments: Recognition and Measurement (“IAS 39”) to IFRS 9 Financial Instruments (“IFRS
9”). This amendment is effective on adoption of IFRS 9, which is effective for annual periods 
commencing on or after January 1, 2018. The Company does not expect significant impact on 
its consolidated financial statements from the adoption of this new standard. 

IFRS 9 Financial Statements 

In July 2014, the IASB issued the final version of IFRS 9 Financial Instruments, which reflects all 
phases of the financial instruments project and replaces IAS 39 Financial Instruments: 
Recognition and Measurement and all previous versions of IFRS 9. The standard introduces 
new requirements for classification and measurement, impairment and hedge accounting. IFRS 
9 is effective for annual periods beginning on or after January 1, 2018, with early application 
permitted. The Company does not expect significant impact on its consolidated financial 
statements from the adoption of this new standard. 

IFRS 15 Revenue from Contracts with Customers 
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The standard replaces IAS 18 Revenue and IAS 11 Construction Contracts, and contains a 
single model that applies to contracts with customers and two approaches to recognizing 
revenue: at a point in time or over time. The model features a contract based five-step analysis 
of transactions to determine whether, how much and when revenue is recognized. New 
estimates and judgmental thresholds have been introduced, which may affect the amount 
and/or timing of revenue recognized. IFRS 15 is effective for annual periods beginning on 
January 1, 2018. The Company does not expect this standard to significantly impact revenue 
recognition in the future. 

IFRS 16 Leases 

The new standard will replace IAS 17 Leases (“IAS 17”) and eliminates the classification of 
leases as either operating or finance leases by the lessee. The treatment of leases by the 
lessee will require capitalization of all leases resulting in an accounting treatment similar to 
finance leases under IAS 17. The new standard will result in an increase in lease assets and 
liabilities for the lessee. Under the new standard, the treatment of all lease expense is aligned in 
the statement of earnings with depreciation, and an interest component recognized for each 
lease, in line with finance lease accounting under IAS 17. IFRS 16 will be applied 
retrospectively. Based on the Company’s current leasing arrangements, this standard is 
expected to have an effect on the financial reporting and the Company is currently assessing 
the implications of the new standard which will become effective to annual reporting periods 
beginning on or after January 1, 2019. 

The eventual application of these standards is not expected to have a significant impact on the 
Company’s existing accounting policies or financial statement presentation.

Financial Instruments 

Financial Assets 

The Company initially recognizes financial assets at fair value on the date that they are 
originated. All financial assets (including assets designated at fair value through profit or loss) 
are recognized initially on the date at which the Company becomes a party to the contractual 
provisions of the instrument. The Company derecognizes a financial asset when the contractual 
rights to the cash flows from the asset expire or it transfers the rights to receive the contractual 
cash flows on the financial asset in a transaction in which substantially all the risks and rewards 
of ownership of the financial asset are transferred. Any interest in transferred financial assets 
that is created or retained by the Company is recognized as a separate asset or liability. 

A financial asset is recognized at fair value through profit or loss if it is classified as held for 
trading or is designated as such upon initial recognition. Financial assets are designated at fair 
value through profit or loss if the Company manages such investments and makes purchase 
and sale decisions based on their fair value in accordance with the Company’s documented risk 
management or investment strategy. 

Financial assets at fair value through profit or loss are measured at fair value, and changes 
therein are recognized in profit or loss. 
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Financial Liabilities 

The Company initially recognizes financial liabilities at fair value on the date that they are 
originated. All financial liabilities (including liabilities designated at fair value through profit or 
loss) are recognized initially on the date at which the Company becomes a party to the 
contractual provisions of the instrument. The Company derecognizes a financial liability when its 
contractual obligations are discharged or cancelled or expire. 

The Company classifies its financial liabilities as either financial liabilities at fair value through 
profit or loss or other liabilities. Subsequent to initial recognition, other liabilities are measured at 
amortized cost using the effective interest method. Financial liabilities at fair value are stated at 
fair value with changes being recognized in profit or loss. 

Classification of Financial Instruments 

The Company classifies its financial assets and liabilities depending on the purpose for which 
the financial instruments were acquired, their characteristics, and management intent as 
outlined below: 

Classification

Cash Fair value through profit or loss 

Accounts payable Other financial liabilities 

Loans payable – related parties Loans and receivables 

Financial Instruments and Other Transfers 

The Company’s financial instruments consist of cash and accounts payable. The fair value of 
those financial instruments is a net liability risk of $589,906. Unless otherwise noted, it is 
management’s opinion that the Company is not exposed to significant interest, currency or 
credit risks arising from these financial instruments. 

Financial and Capital Risk Management 

The Company examines the various financial instruments and risks to which it is exposed and 
assesses the impact and likelihood of those risks. These risks include interest rate risk, liquidity 
risk, and credit risk. Where material, these risks are reviewed and monitored by the Board. 

The Board has overall responsibility for the determination of the Company’s risk management 
objectives and policies. The overall objective of the Board is to set policies that seek to reduce 
risk as far as possible without unduly affecting the Company’s competitiveness and flexibility. 

Market Risk 

Market risk is the risk that the fair value of future cash flows of a financial instrument will 
fluctuate because of changes in market prices. 
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Interest Rate Risk 

Interest rate risk is the risk that future cash flows will fluctuate as a result of changes in market 
interest rates. The Company's interest rate risk is limited to potential changes on the cash held 
with financial institutions. As interest on these balances is negligible, the Company considers 
interest rate risk to be immaterial. 

Liquidity Risk 

Liquidity risk is the risk that the Company will not be able to meet its financial obligations 
associated with financial liabilities. The Company manages liquidity risk through the 
management of its capital structure. The Company’s approach to managing liquidity is to 
ensure that it will have sufficient liquidity to settle obligations and liabilities when due. 

Credit Risk 

Credit risk is the risk of financial loss to the Company if a counterparty to a financial instrument 
fails to meet its contractual obligations. Financial instruments, which are potentially subject to 
credit risk for the Company, consist of cash. Cash is maintained with financial institutions of 
reputable credit and may be redeemed upon demand. Credit risk exposure is limited through 
maintaining cash with high-credit quality financial institutions and management considers this 
risk to be minimal for all cash assets based on changes that are reasonably possible at each 
reporting date. 

Risk Factors 

The following specific factors could materially adversely affect the Company. Some of the 
following factors are interrelated and, consequently, investors should treat such risk factors 
accordingly. These risks and uncertainties are not the only ones that could affect the Company 
and additional risks and uncertainties not currently known to the Company, or that it currently 
deems to be immaterial, may also impair the business, financial condition and results of 
operations of the Company. If any of the following risks or other risks occur, they could have a 
material adverse effect on the Company’s business, financial condition and results of 
operations. There is no assurance that any risk management steps taken by the Company will 
avoid future loss due to the occurrence of the risks described below or other unforeseen risks.

Cannabis Continues to be a Controlled Substance under the United States Federal 
Controlled Substances Act 

The Company will be engaged in the manufacturing, management, packaging/labelling, 
advertising, sale, transportation, storage and disposal of cannabis but also including laws and 
regulations relating to drugs, controlled substances, health and safety, the conduct of operations 
and the protection of the environment. In the U.S., cannabis is largely regulated at the state 
level. To the Company’s knowledge, there are to date a total of 30 states, and the District of 
Columbia, Puerto Rico and Guam that have legalized cannabis in some form, including 
California. Notwithstanding the permissive regulatory environment of cannabis at the state level, 
cannabis continues to be categorized as a Schedule I controlled substance under the Controlled 
Substances Act (codified in 21 U.S.C.A. Section 812).  Under United States federal law, a 
Schedule I controlled substance is considered to have a high potential for abuse, no accepted 
medical use in the United States, and a lack of accepted safety for the use of the substance 
under medical supervision. Federal law generally prohibits commercial production and sale of all 
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Schedule I controlled substances, and as such, cannabis-related activities, including without 
limitation, the importation, cultivation, manufacture, distribution, sale and possession of 
cannabis remain illegal under U.S. federal law. Because virtually all cannabis-related activities 
are illegal at the federal level, it is also illegal to aid or abet such activities or to conspire or 
attempt to engage in such activities. Strict compliance with state and local laws with respect to 
cannabis may neither absolve the Company of liability under U.S. federal law, nor may it provide 
a defense to any federal proceeding which may be brought against the Company. The 
Company’s involvement in such activities may result in federal civil and/or criminal prosecution, 
including, but not limited to, forfeiture of Company Assets. 

An appropriations rider contained in the FY 2015, 2016, 2017, and 2018 Consolidated 
Appropriations Acts (formerly the ‘Rohrabacher-Farr’ Amendment) now known as the ‘Leahy 
Amendment’ provides budgetary constraints on the federal government’s ability to interfere with 
the implementation of state-based medical cannabis laws.  Although cannabis business 
operators are not explicitly mentioned, at least one federal district court and the Ninth Circuit 
Court of Appeals have interpreted the language to mean that the Department of Justice (“DOJ”)
cannot expend funds to prosecute state-law-abiding medical cannabis operators. The Leahy 
Amendment prohibits the federal government from using congressionally appropriated funds to 
prevent states from implementing their own medical cannabis laws, although it provides no 
protection to state-legal adult-use businesses. The Leahy Amendment remains in effect through 
September 30, the end of the 2018 fiscal year, at which point Congress will decide whether to 
approve its extension. The Leahy Amendment was approved by voice vote in the House 
Appropriations Committee for fiscal year 2019 and included in the fiscal year 2019 bill 
introduced in the Senate Appropriations Committee. Nonetheless, continued reauthorization of 
the Leahy Amendment is predicated on future political developments and cannot be 
guaranteed. Further, because this conduct continues to violate federal law, U.S. courts have 
observed that should the U.S. Congress at any time choose to appropriate funds to fully 
prosecute the Controlled Substances Act, any individual or business – even those that have 
fully complied with state law – could be prosecuted for violations of federal law. And if the U.S. 
Congress restores funding, the government will have the authority to prosecute individuals for 
violations of the law before it lacked funding under the five-year statute of limitations applicable 
to most violations of the Controlled Substances Act.  

Violations of any federal laws and regulations could result in significant fines, penalties, 
administrative sanctions, convictions or settlements arising from civil proceedings conducted by 
either the federal government or private citizens, or criminal charges and penalties, including, 
but not limited to, disgorgement of profits, cessation of business activities, divestiture, or prison 
time. This could have a material adverse effect on the Company, including its reputation and 
ability to conduct business, its holding (directly or indirectly) of medical and adult-use cannabis 
licenses in the U.S., its financial position, operations, profitability or liquidity. In addition, it is 
difficult for the Company to estimate the time or resources that would be needed for the 
investigation or defense of any such matters or its final resolution because, in part, the time and 
resources that may be needed are dependent on the nature and extent of any information 
requested by the applicable authorities involved, and such time or resources could be 
substantial. 

Uncertainty Surrounding Existing Protection from U.S. Federal Prosecution 

Pursuant to the Leahy Amendment, until September 2018, the DOJ is prohibited from 
expending any funds to prevent states from implementing their own medical cannabis laws. If 
the Leahy Amendment or an equivalent thereof is not successfully included in the next or any 
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subsequent federal omnibus spending bill, the protection which has been afforded thereby to 
U.S. medical cannabis businesses in the past would lapse, and such businesses would be 
subject to a higher risk of prosecution under federal law. Although unlikely, there is a possibility 
that all amendments may be banned from federal omnibus spending bills, and if this occurs and 
the substantive provisions of the Leahy Amendment are not included in the base federal 
omnibus spending bill or other law, these protections would lapse. 62% of the combined House 
of Representatives and the Senate represent states with medical cannabis laws enacted or in 
process. 

Risks generally related to the Company 

The Company cannot assure profitability. The Company is a development stage company with 
no operating history, and a history of losses.  

The Company has yet to begin generating operating revenue, so it is extremely difficult to make 
accurate predictions and forecasts of its finances. This difficulty is compounded by the fact that 
the Company operates in the cannabis industry, which is continuously evolving. Thus, there is 
no guarantee that the Company’s products or services will be attractive to potential consumers. 

The Company’s actual financial position and results of operations may differ materially 
from the expectations of the Company’s management. 

The Company’s finances and operations may differ materially from management’s expectations. 
The process for estimating the Company’s revenue, net income and cash flow requires 
subjective judgment in determining the appropriate assumptions and estimates. These 
estimates and assumptions may be revised as additional information becomes available and as 
additional analyses is performed. However, these assumptions may not prove to be accurate, 
and other factors may affect the Company’s financial condition and operations. 

The Company expects to incur significant ongoing costs and obligations related to its 
investment in infrastructure, growth, regulatory compliance and operations. 

The Company expects to incur significant ongoing costs and obligations related to its 
investment in growth and regulatory compliance, which could have a material adverse effect on 
the Company’s operations, financial condition and cash flow. In addition, changes in regulations, 
heightened enforcement thereof or other unanticipated events could require extensive changes 
to the Company’s operations, increase compliance costs or generate material liabilities. Any of 
these occurrences could have a material adverse effect on the Company’s, operations and 
financial condition. Our efforts to grow the Company may be costlier than we expect, and we 
may not be able to increase our revenue sufficiently to offset higher operating expenses. We 
may incur significant losses in the future for a number of reasons, including other risks 
described herein, unforeseen expenses, compliance or operating difficulties, complications and 
delays, and other events presently unknown to the Company.  

The Company is subject to changes in laws, regulations and guidelines which could 
adversely affect the Company’s future business, financial condition and operations. 

The Company’s operations will be subject to various state and federal laws, regulations and 
guidelines relating to the manufacturing, managing, packaging/labelling, advertising, selling, 
transporting, storing, and disposing of cannabis, including laws and regulations relating to 
controlled substances, health and safety, the conduct of business operations, and the protection 
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of the environment. Achievement of the Company’s business objectives will be contingent, in 
part, upon compliance with applicable regulatory requirements and obtaining all requisite 
regulatory approvals. Changes to such laws, regulations and guidelines due to matters beyond 
the control of the Company may cause adverse effects to the Company. 

The Company will be required to obtain or renew further government permits and licenses for its 
contemplated operations. Obtaining, amending or renewing the necessary governmental 
permits and licenses can be a time-consuming process potentially involving numerous 
regulatory agencies, involving public hearings and costly undertakings on the Company’s part. 
The duration and success of the Company’s efforts to obtain, amend and renew permits and 
licenses will be contingent upon many variables not within its control, including the interpretation 
of applicable requirements implemented by the relevant permitting or licensing authority. The 
Company may not be able to obtain, amend or renew permits or licenses that are necessary to 
its operations. Any unexpected delays or costs associated with the permitting and licensing 
process could impede the ongoing or proposed operations of the Company. To the extent 
permits or licenses are not obtained, amended or renewed, or are subsequently suspended or 
revoked, the Company may be curtailed or prohibited from proceeding with its ongoing 
operations or planned development and commercialization activities. Such curtailment or 
prohibition may result in a material adverse effect on the Company’s business, financial 
condition, results of operations or prospects. 

There is no assurance that the Company’s licenses will be renewed by each applicable 
regulatory authority in the future in a timely manner. Any unexpected delays or costs associated 
with the licensing renewal process for any of the licenses held by the Company could impede 
the ongoing or planned operations of the Company and have a material adverse effect on the 
Company’s business, financial condition, results of operations or prospects. 

The Company may become involved in a number of government or agency proceedings, 
investigations and audits. The outcome of any regulatory or agency proceedings, investigations, 
audits, and other contingencies could harm the Company’s reputation, require the Company to 
take, or refrain from taking, actions that could harm its operations or require the Company to 
pay substantial amounts of money, harming its financial condition. There can be no assurance 
that any pending or future regulatory or agency proceedings, investigations and audits will not 
result in substantial costs or a diversion of management’s attention and resources or have a 
material adverse impact on the Company’s business, financial condition, results of operations or 
prospects.

The Company endeavors to comply with all relevant laws, regulations and guidelines. However, 
changes to such laws, regulations and guidelines due to matters beyond the control of the 
Company may cause adverse effects to its operations. To the best of the Company’s 
knowledge, the Company is in compliance or in the process of being assessed for compliance 
with all such state laws, regulations and guidelines as described elsewhere in this prospectus. 

The Company is subject to uncertainty and change regarding the legal and regulatory 
status of cannabis. 

Achievement of the Company’s business objectives is contingent, in part, upon complying with 
other regulatory requirements enacted by governmental authorities and obtaining other required 
regulatory approvals. The Company will incur ongoing costs and obligations related to 
regulatory compliance. The regulatory regime which oversees cannabis is undergoing 
significant proposed changes and the Company cannot predict the impact of those changes on 
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its business. Similarly, the Company cannot predict a timeline for securing the appropriate 
regulatory approvals and licenses for its products, or the extent of testing and documentation 
that may be required by government authorities. Any delays or failures in obtaining required 
regulatory approvals may significantly delay or impact the development of markets, products 
and sales initiatives and could have a material adverse effect on the business operations and 
finances of the Company. Failure to adapt and comply with regulations may result in additional 
costs for the Company through corrective measures, penalties and increased restrictions on the 
Company’s operations. In addition, changes to regulations, heightened enforcement thereof and 
other unanticipated events could have a material adverse effect on the Company’s operations 
and finances by requiring extensive changes to the Company’s operations, increasing 
compliance costs, generating material liabilities, and effecting other aspects of the Company 
that are currently unknown.  

Approach to Federal Enforcement of Cannabis Laws may be Subject to Change 

As a result of the conflicting views between state legislatures and the federal government 
regarding cannabis, investments in, and the operations of, cannabis businesses in the U.S. are 
subject to inconsistent legislation and regulation. The Cole Memo and other Obama-era 
cannabis policy guidance, discussed below, provides the framework for managing the tension 
between federal and state cannabis laws. Although no longer in effect, these policies, and the 
enforcement priorities established within, appear to continue to be exemplified during the Trump 
administration and remain critical factors that inform the past and future trend of state-based 
legalization. 

On August 29, 2013, the DOJ issued a memorandum known as the ‘Cole Memo’ to all U.S. 
Attorneys’ offices (federal prosecutors). The Cole Memo directed U.S. Attorneys not to prioritize 
the enforcement of federal cannabis laws against individuals and businesses that comply with 
state medical or adult-use cannabis regulatory programs, provided certain enumerated 
enforcement priorities (such as diversion or sale of cannabis to minors) were not implicated. In 
addition to general prosecutorial guidance issued by the DOJ, the U.S. Department of the 
Treasury’s Financial Crimes Enforcement Network (“FinCEN”) issued a memorandum on 
February 14, 2014 outlining Bank Secrecy Act-compliant pathways for financial institutions to 
service state-sanctioned cannabis businesses, which echoed the enforcement priorities outlined 
in the Cole Memo (the “FinCEN Memorandum”). On the same day the FinCEN Memorandum 
was published, the DOJ issued complimentary policy guidance directing prosecutors to apply 
the enforcement priorities of the Cole Memo when determining whether to prosecute individuals 
or institutions with crimes related to financial transactions involving the proceeds of cannabis-
related activities (the “Cole Banking Memorandum”).

On January 4, 2018 Attorney General Jeff Sessions rescinded the Cole Memo, the Cole 
Banking Memorandum, and all other related Obama-era DOJ cannabis enforcement guidance.  
While the rescission did not change federal law, as the Cole Memo and other DOJ guidance 
documents were not themselves laws, the rescission removed the DOJ’s formal policy that 
state-regulated cannabis businesses in compliance with the Cole Memo guidelines should not 
be a prosecutorial priority. Notably, Attorney General Sessions’ rescission of the Cole Memo 
and the Cole Banking Memorandum has not affected the status of the FinCEN Memorandum 
issued by the Department of Treasury, which remains in effect. In addition to his rescission of 
the Cole Memo, Attorney General Sessions issued a one-page memorandum known as the 
‘Sessions Memorandum’. The Sessions Memorandum explains the DOJ’s rationale for 
rescinding all past DOJ cannabis enforcement guidance, claiming that Obama-era enforcement 
policies are “unnecessary” due to existing general enforcement guidance adopted in the 1980s, 



 - 13 - 

in chapter 9.27.230 of the U.S. Attorney’s Manual (the “USAM”). The USAM enforcement 
priorities, like those of the Cole Memo, are based on the use of the federal government’s limited 
resources and include “law enforcement priorities set by the Attorney General,” the 
“seriousness” of the alleged crimes, the “deterrent effect of criminal prosecution,” and “the 
cumulative impact of particular crimes on the community.” Although the Sessions Memorandum 
emphasizes that cannabis is a federally illegal Schedule I controlled substance, it does not 
otherwise instruct U.S. Attorneys to consider the prosecution of cannabis-related offenses a 
DOJ priority, and in practice, most U.S. Attorneys have not changed their prosecutorial 
approach thus far.  However, due to the lack of specific direction that was given to federal 
prosecutors in the Sessions Memorandum as to the priority they should ascribe to such 
cannabis activities, there can be no assurance that the federal government will not seek to 
prosecute cases involving cannabis businesses that are otherwise compliant with state law. 

Such potential proceedings could involve significant restrictions being imposed upon the 
Company or third parties, while diverting the attention of key executives. Such proceedings 
could have a material adverse effect on the Company’s business, revenues, operating results 
and financial condition as well as the Company’s reputation and prospects, even if such 
proceedings are concluded successfully in favor of the Company. In the extreme case, such 
proceedings could ultimately involve the criminal prosecution of key executives of the Company, 
the seizure of corporate assets, and consequently, the inability of the Company to continue its 
business operations.  Strict compliance with state and local laws with respect to cannabis may 
neither absolve the Company of liability under U.S. federal law, nor may it provide a defense to 
any federal proceeding which may be brought against the Company. Any such proceedings 
brought against the Company may adversely affect operations and financial performance.  
There can be no assurance that any pending or future regulatory or agency proceedings, 
investigations and audits will not result in substantial costs or a diversion of management’s 
attention and resources or have a material adverse impact on the Company’s business, 
financial condition and results of operation. 

The Company may not be able to successfully identify and execute future acquisitions or 
dispositions, or to successfully manage the impacts of such transactions on its 
operations.

Material acquisitions, dispositions and other strategic transactions involve a number of risks, 
including: (i) potential disruptions of the Company’s ongoing business; (ii) distractions of 
management; (iii) the Company may become more financially leveraged; (iv) the anticipated 
benefits and cost savings may not be realized fully, or at all, and may take longer than 
expected; (v) an increase in the scope and complexity of the Company’s operations; and (vi) a 
loss or reduction of control over certain Company assets. 

The presence of one or more material liabilities of an acquired company that are unknown to the 
Company at the time of acquisition could have a material adverse effect on the Company’s 
operations, business prospects, and finances. A strategic transaction may result in a significant 
change to the Company’s business, operations and strategy. In addition, the Company may 
encounter unforeseen obstacles or costs in implementing a strategic transaction or integrating 
any acquired business into the Company’s operations. 
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The Company may not be able to develop its products, which could prevent it from ever 
becoming profitable. 

If the Company cannot successfully develop, manufacture and distribute its products, or if the 
Company experiences difficulties in the development process, such as capacity constraints, 
quality control problems or other disruptions, the Company may not be able to develop 
market-ready commercial products at acceptable costs, which would adversely affect the 
Company’s ability to effectively enter the market. A failure by the Company to achieve a 
low-cost structure through economies of scale or improvements in cultivation and manufacturing 
processes would have a material adverse effect on the Company’s commercialization plans and 
the Company’s business, prospects, results, and finances. 

There is no assurance that the Company will turn a profit or generate immediate 
revenues.

There is no assurance that the Company will be profitable, earn revenues, or pay dividends. 
The Company has incurred, and anticipates that it will continue to incur, substantial expenses 
relating to the development and initial operations of its business. 

The payment and amount of any future dividends will depend upon, among other things, the 
results of the Company’s operations, cash flow, financial condition, and variable and capital 
requirements. There is no assurance that future dividends will be paid, and, if dividends are 
paid, there is no assurance as to the amount of any such dividends. 

The Company may not be able to effectively manage its growth and operations, which 
could materially and adversely affect its business. 

If the Company implements it business plan as intended, it may in the future experience rapid 
growth and development in a relatively short period of time. The management of this growth will 
require, among other things, continued development of the Company’s financial and 
management controls and information systems, stringent control of costs, the ability to attract 
and retain qualified management personnel, and the training of new personnel. The Company 
intends to outsource resources, and hire additional personnel to manage its expected growth 
and expansion. Failure to successfully manage its possible growth and development could have 
a material adverse effect on the Company’s business and the value of its equity. 

Differing Local Rules and Regulations May Limit Ability to Expand into New Markets 

Expansion of the Company’s business into new markets with different rules and regulations or 
distant from then-existing operations, may not succeed. Any such expansion may expose the 
Company to new operational, regulatory and/or legal risks. In addition, expanding into new 
localities may subject the Company to unfamiliar or uncertain local rules and regulations that 
may adversely affect the operations of the Company. For example, different localities may 
impose different rules on how cannabis may be cultivated, manufactured, processed, distributed 
and/or transported. Newly entered localities may also have competitive conditions, consumer 
preferences and spending patterns that are more difficult to predict or satisfy than the existing 
markets. 

Further, there can be no assurance that state laws legalizing and regulating the sale and use of 
cannabis will not be repealed or overturned, or that local governmental authorities will not limit 
the applicability of state laws within their respective jurisdictions.  It is also important to note that 
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local and city ordinances may strictly limit and/or restrict the distribution of cannabis in a manner 
that could make it extremely difficult or impossible to transact business in the cannabis industry.  
If the federal government begins to enforce federal laws relating to cannabis in states where its 
sale and use is currently legal, or if existing state laws are repealed or curtailed, the Company’s 
business operations would be materially and adversely affected. Federal actions against any 
individual or entity engaged in the cannabis industry or a substantial repeal of marijuana-related 
legislation could adversely affect the company, its business operations and its investments. 

The Company may be subject to risks related to the protection and enforcement of its 
intellectual property rights, and may become subject to allegations that the Company is 
in violation of intellectual property rights of third parties. 

As long as cannabis remains illegal under U.S. federal law, the benefit of certain federal laws 
and protections which may be available to most businesses, such as federal trademark and 
patent protection regarding the intellectual property of a business, may not be available to the 
Company. As a result, the Company’s intellectual property may never be adequately or 
sufficiently protected against the use or misappropriation by third-parties. In addition, since the 
regulatory framework of the cannabis industry is in a constant state of flux, the Company can 
provide no assurance that it will ever obtain any protection of its intellectual property, whether 
on a federal, state or local level. 

The ownership and protection of our intellectual property rights is a significant aspect of the 
Company’s future success. Currently we rely on trade secrets, technical know-how and 
proprietary information that are not protected by patents to maintain our competitive position. 
We try to protect such intellectual property by entering into confidentiality agreements with 
parties that have access to it, such as our partners, collaborators, employees and consultants. If 
any of these parties breach these agreements we may not have adequate remedies available. 
Additionally, our trade secrets and technical know-how, which are not protected by patents, may 
otherwise become known to or be independently developed by competitors, in which case our 
business, financial condition, and operations could be materially adversely affected. 

Unauthorized parties may attempt to replicate or otherwise obtain and use the Company’s 
products, trade secrets, technical know-how and proprietary information. Policing the 
unauthorized use of the Company’s current or future intellectual property rights and enforcing 
those rights could be difficult, expensive, time-consuming and unpredictable. Identifying 
unauthorized use of intellectual property rights is difficult and the Company may be unable to 
effectively monitor and evaluate the products being distributed by its competitors and the 
processes used to produce such products. Additionally, some or all of the Company’s current or 
future trademarks, patents, proprietary know-how, arrangements, agreements, or other 
intellectual property rights seeking to protect the Company, may be found invalid, not infringed, 
unenforceable, or anti-competitive in an infringement proceeding. An adverse result in any 
litigation or defense proceedings could put one or more of the Company’s current or future 
trademarks, patents or other intellectual property rights at risk of being invalidated or interpreted 
narrowly and could put existing intellectual property applications at risk of not being issued. Any 
or all of these events could materially and adversely affect the Company’s financial condition 
and operations. 

Other parties may claim that the Company’s products infringe on their proprietary and other 
protected rights. Such claims, if meritorious, may result in the expenditure of significant financial 
and managerial resources, legal fees, result in injunctions, temporary restraining orders and/or 
require the payment of damages. The Company may also need to obtain licenses from third 
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parties who allege that the Company has infringed on their lawful rights. As such, the Company 
may not be able to obtain or utilize such rights or licenses at all or on terms that are favorable to 
the Company. 

The Company may be forced to litigate to defend its intellectual property rights, or to 
defend against claims by third parties against the Company relating to intellectual 
property rights. 

The Company may be forced into litigation to enforce or defend its intellectual property rights, 
protect its trade secrets, or determine the validity and scope of other parties’ proprietary rights. 
Any such litigation could be very costly and could distract the Company’s management from 
focusing on operations. The existence and/or outcome of any such litigation could harm the 
Company’s business. Because the content of much of the Company’s intellectual property 
concerns cannabis and other activities that are not legal in some jurisdictions, the Company 
may face additional difficulties in defending its intellectual property rights. 

Enforceability of Contracts 

Due to the nature of the Company’s intended business and the fact that its contracts will involve 
cannabis and other activities that are not legal under U.S. federal law and in some jurisdictions, 
the Company may face difficulties in enforcing its contracts in federal and certain state courts. 
The inability to enforce any of the Company’s contracts could have a material adverse effect on 
the Company’s business, operating results, financial condition or prospects. 

The Company may become subject to litigation, including for possible product liability 
claims, which may have a material adverse effect on the Company’s reputation, 
business, results from operations, and financial condition. 

The Company may be named as a defendant in a lawsuit or regulatory action. The Company 
may also incur uninsured losses for liabilities which arise in the ordinary course of business, or 
which are unforeseen, including, but not limited to, employment liability and business loss 
claims. Any such losses could have a material adverse effect on the Company’s business, 
operations, sales, cash flow and financial condition. 

The Company’s operations are subject to environmental regulation. 

These regulations mandate, among other things, the maintenance of air and water quality 
standards and land reclamation. They also set forth limitations on the generation, transportation, 
storage and disposal of solid and hazardous waste. Environmental legislation is evolving in a 
manner which will require stricter standards and enforcement, increased fines and penalties for 
non-compliance, more stringent environmental assessments of proposed projects and a 
heightened degree of responsibility for companies and their officers, directors and employees. 
There is no assurance that future changes in environmental regulation, if any, will not adversely 
affect the Company’s operations. 

Government environmental approvals and permits are currently, and may in the future be 
required in connection with the Company’s operations. To the extent such approvals are 
required and not obtained, the Company may be curtailed or prohibited from its proposed 
business activities or from proceeding with the development of its operations as currently 
proposed. 
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Failure to comply with applicable environmental laws, regulations and permit requirements may 
result in enforcement actions, including orders issued by regulatory or judicial authorities 
causing operations to cease or be curtailed, and may include corrective measures requiring 
capital expenditures, installation of additional equipment, or remedial actions. The Company 
may be required to compensate those suffering loss or damage due to its operations and may 
have civil or criminal fines or penalties imposed for violations of applicable laws or regulations. 

Risks Associated with Banking, Financial Transactions, and Anti-Money Laundering 
Laws and Regulations 

The Company will be subject to a variety of laws and regulations domestically and in the U.S. 
that involve money laundering, financial recordkeeping and proceeds of crime, including the 
Bank Secrecy Act, as amended by Title III of the Uniting and Strengthening America by 
Providing Appropriate Tools Required to Intercept and Obstruct Terrorism Act of 2001 (USA 
PATRIOT Act), the Proceeds of Crime (Money Laundering) and Terrorist Financing Act 
(Canada), as amended and the rules and regulations thereunder, the Criminal Code (Canada) 
and any related or similar rules, regulations or guidelines, issued, administered or enforced by 
governmental authorities in the U.S. and Canada. Since the cultivation, manufacture, 
distribution and sale of cannabis remains illegal under the Controlled Substances Act, banks 
and other financial institutions providing services to cannabis-related businesses risk violation of 
federal anti-money laundering statutes (18 U.S.C. §§ 1956 and 1957), the unlicensed money-
remitter statute (18 U.S.C. § 1960) and the Bank Secrecy Act, among other applicable federal 
statutes. Banks or other financial institutions that provide cannabis businesses with financial 
services such as a checking account or credit card in violation of the Bank Secrecy Act could be 
criminally prosecuted for willful violations of money laundering statutes, in addition to being 
subject to other criminal, civil, and regulatory enforcement actions. Banks often refuse to 
provide banking services to businesses involved in the cannabis industry due to the present 
state of the laws and regulations governing financial institutions in the U.S. The lack of banking 
and financial services presents unique and significant challenges to businesses in the cannabis 
industry. The potential lack of a secure place in which to deposit and store cash, the inability to 
pay creditors through the issuance of checks and the inability to secure traditional forms of 
operational financing, such as lines of credit, are some of the many challenges presented by the 
unavailability of traditional banking and financial services. These statutes can impose criminal 
liability for engaging in certain financial and monetary transactions with the proceeds of a 
“specified unlawful activity” such as distributing controlled substances which are illegal under 
federal law, including cannabis, and for failing to identify or report financial transactions that 
involve the proceeds of cannabis-related violations of the Controlled Substances Act. The 
Company may also be exposed to the foregoing risks. 

In February 2014, FinCEN issued the FinCEN Memorandum providing instructions to banks 
seeking to provide services to cannabis-related businesses. The FinCEN Memo states that in 
some circumstances, it is permissible for banks to provide services to cannabis-related 
businesses without risking prosecution for violation of the Bank Secrecy Act. It refers to 
supplementary guidance that former Deputy Attorney General James M. Cole issued to federal 
prosecutors relating to the prosecution of money laundering offenses predicated on cannabis-
related violations of the Controlled Substances Act. Although the FinCEN Memo remains in 
effect today, it is unclear at this time whether the current administration will follow the guidelines 
of the FinCEN Memo. Overall, the DOJ continues to have the right and power to prosecute 
crimes committed by banks and financial institutions, such as money laundering and violations 
of the Bank Secrecy Act, that occur in any state, including in states that have legalized the 
applicable conduct and the DOJ’s current enforcement priorities could change for any number of 
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reasons, including a change in the opinions of the President of the United States or the U.S. 
Attorney General. A change in the DOJ’s enforcement priorities could result in the DOJ 
prosecuting banks and financial institutions for crimes that previously were not prosecuted. If the 
Company does not have access to a U.S. banking system, its business and operations could be 
adversely affected.  

Other potential violations of federal law resulting from cannabis-related activities include the 
Racketeer Influenced Corrupt Organizations Act (“RICO”). RICO is a federal statute providing 
criminal penalties in addition to a civil cause of action for acts performed as part of an ongoing 
criminal organization. Under RICO, it is unlawful for any person who has received income 
derived from a pattern of racketeering activity (which includes most felonious violations of the 
CSA), to use or invest any of that income in the acquisition of any interest, or the establishment 
or operation of, any enterprise which is engaged in interstate commerce.  RICO also authorizes 
private parties whose properties or businesses are harmed by such patterns of racketeering 
activity to initiate a civil action against the individuals involved. Although RICO suits against the 
cannabis industry are rare, a few cannabis businesses have been subject to a civil RICO action. 
Defending such a case has proven extremely costly, and potentially fatal to a business’ 
operations. 

In the event that any of the Company’s operations, or any proceeds thereof, any dividends or 
distributions therefrom, or any profits or revenues accruing from such operations in the United 
States were found to be in violation of money laundering legislation or otherwise, such 
transactions may be viewed as proceeds of crime under one or more of the statutes noted 
above or any other applicable legislation. This could restrict or otherwise jeopardize our ability to 
declare or pay dividends, effect other distributions or subsequently repatriate such funds back to 
Canada, and subject the Company to civil and/or criminal penalties. Furthermore, while there 
are no current intentions to declare or pay dividends in the foreseeable future, in the event that 
a determination was made that the Company’s proceeds from operations (or any future 
operations or investments in the United States) could reasonably be shown to constitute 
proceeds of crime, we may decide or be required to suspend declaring or paying dividends 
without advance notice and for an indefinite period of time. The Company could likewise be 
required to suspend or cease operations entirely. 

Tax Risk 

Section 280E of the Internal Revenue Code, as amended, prohibits businesses from deducting 
certain expenses associated with trafficking controlled substances (within the meaning of 
Schedule I and II of the Controlled Substances Act. Section 280E drastically increases federal 
taxes for cannabis businesses operating under state-sanctioned regulatory programs because 
they are required to pay taxes on their operating expenses and are barred from taking standard 
deductions available to most other businesses. As a result, an otherwise profitable business 
may in fact operate at a loss after taking into account its income tax expenses. The IRS has 
invoked Section 280E in tax audits against various cannabis businesses in the U.S. that are 
permitted under applicable state laws. Although the IRS issued a clarification allowing the 
deduction of certain expenses, the scope of such items is interpreted very narrowly and the bulk 
of operating costs and general administrative costs are not permitted to be deducted. The 
Company will be precluded from claiming certain deductions otherwise available to non-
marijuana businesses. While there are currently several pending cases before various 
administrative and federal courts challenging these restrictions, there is no guarantee that these 
courts will issue an interpretation of Section 280E favorable to cannabis businesses. 
Consequently, there is no certainty that the Company will not be subject to 280E in the future, 
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and accordingly, there is no certainty that the impact that 280E has on the Company’s margins 
will ever be reduced. 

The Company faces competition from other companies where it will conduct business 
that may have higher capitalization, more experienced management or may be more 
mature as a business. 

The Company does and expects to continue to face intense competition from other companies, 
some of which can be expected to have longer operating histories and more financial resources, 
manufacturing and marketing experience than the Company. In addition, there is potential that 
the cannabis industry will undergo consolidation, creating larger companies with financial 
resources, manufacturing and marketing capabilities, and product offerings that are greater than 
those of the Company. As a result of this competition, the Company may be unable to maintain 
its operations or develop them as currently proposed on terms it considers acceptable. 
Increased competition by larger, better-financed competitors with geographic advantages could 
materially and adversely affect the Company’s business, financial condition and operations. 

The legal landscape for medical and recreational cannabis is changing internationally. More 
countries have passed laws that allow for the production and distribution of cannabis for medical 
purposes in some form or another. Increased international competition and limitations placed on 
the Company by local regulations might lower the demand for the Company’s products on a 
global scale. 

If the Company is unable to attract and retain key personnel, it may not be able to 
compete effectively in the cannabis market. 

The Company’s success has depended and continues to depend upon its ability to attract and 
retain key management, including the Company’s acting CEO, technical experts and sales 
personnel. The Company will attempt to enhance its management and technical expertise by 
recruiting qualified individuals who possess desired skills and experience in targeted areas. The 
Company’s inability to attract and retain employees or engineering and technical support 
resources could have a material adverse effect on the Company’s business, operations, sales, 
cash flow or financial condition. Shortages in qualified personnel or the loss of key personnel 
could adversely affect the financial condition of the Company, operations of the business and 
could limit the Company’s ability to develop and market its cannabis-related products. The loss 
of any of the Company’s senior management or key employees could materially adversely affect 
the Company’s ability to execute its business plan and strategy, and the Company may not be 
able to find adequate replacements on a timely basis, or at all. The Company does not maintain 
key person life insurance policies on any of our employees. 

There is no assurance that the Company will obtain and retain any relevant licenses. 

Further, the Company’s ability to grow, store and sell cannabis in the United States is 
dependent on the ability of the Company to obtain a license to do so. The Company does not 
currently hold a license and there can be no assurance that the Company will receive such a 
license in a timely manner, or at all. The licenses, once issued, are subject to ongoing 
compliance and reporting requirements. Failure to comply with the requirements would have a 
material adverse impact on the business, financial condition and operations of the Company. 
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The Company may not be able to develop and maintain lasting relationships with 
consumers.

The Company’s success depends on its ability to attract and retain customers. There are many 
factors which could impact the Company’s ability to attract and retain consumers, including but 
not limited to the Company’s brand awareness, its ability to continually produce desirable and 
effective cannabis products, the successful implementation of the Company’s 
consumer-acquisition plan and the continued growth in the aggregate number of consumers 
purchasing cannabis products. The Company’s failure to acquire and retain consumers could 
have a material adverse effect on the Company’s business, financial condition and operations. 

The Company’s industry is experiencing rapid growth and consolidation that may cause 
the Company to lose key relationships and intensify competition. 

The cannabis industry is undergoing rapid growth and substantial change, which has resulted in 
an increase in competitors, consolidation and formation of strategic relationships. Acquisitions 
or other consolidating transactions could harm the Company in several ways, including the loss 
of strategic partners if they are acquired by or enter into relationships with a competitor, the loss 
of customers, revenue and market share, or the Company being forced to expend greater 
resources to meet new or additional competitive threats, all of which could harm the Company’s 
operations. As competitors enter the market and become increasingly sophisticated, competition 
in the Company’s industry may intensify and place downward pressure on prices for its 
products, which could negatively impact the Company’s profitability. 

The Company may not be able to secure adequate or reliable sources of funding required 
to operate its business and meet consumer demand for its products. 

There is no guarantee that the Company will be able to achieve its business objectives. The 
continued development of the Company may require additional financing. The failure to raise 
such capital could result in the delay or indefinite postponement of current business objectives 
or the Company. There can be no assurance that additional capital or other types of financing 
will be available or that, if available, the terms of such financing will be favorable to the 
Company. In addition, from time to time, the Company may enter into transactions to acquire 
assets or shares of other corporations. These transactions may be financed wholly or partially 
with debt, which may increase the Company’s debt levels above industry standards. Any debt 
financing secured in the future could involve restrictive covenants relating to capital raising 
activities and other financial and operational matters, which may make it more difficult for the 
Company to obtain additional capital and pursue business opportunities, including potential 
acquisitions. Debt financings may also contain provisions which, if breached, may entitle lenders 
or their agents to accelerate repayment of loans and/or realize security over the assets of the 
Company.  There is no assurance that the Company would be able to repay such loans in such 
an event or prevent the enforcement of security granted pursuant to such debt financing. 

The Company may be subject to product recalls for product defects self-imposed or 
imposed by regulators. 

Manufacturers and distributors of products are sometimes subject to the recall or return of their 
products for a variety of reasons, including product defects, such as contamination, unintended 
harmful side effects or interactions with other substances, packaging safety and inadequate or 
inaccurate labelling disclosure. Although the Company has detailed procedures in place for 
testing its products, there can be no assurance that any quality, potency or contamination 
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problems will be detected in time to avoid unforeseen product recalls, regulatory action or 
lawsuits. If any of the Company’s products are recalled due to an alleged product defect or for 
any other reason, the Company could be required to incur the unexpected expense of the recall 
and any legal proceedings that might arise thereto. The Company may lose a significant amount 
of sales and may not be able to replace those sales at an acceptable margin or at all. In 
addition, a product recall may require significant management attention. Additionally, if one of 
the Company significant brands were subject to recall, the image of that brand and the 
Company could be harmed. A recall for any reason could lead to decreased demand for the 
Company’s products and could have a material adverse effect on the operations and financial 
condition of the Company. 

The Company is reliant on key inputs, and any interruption of these services could have 
a material adverse effect on the Company’s finances and operation results. 

The Company’s business is dependent on several key inputs related to its growing operations 
and is a vertically integrated U.S. based consumer packaged goods and pharmaceutical 
manufacturer in the cannabis industry costs related the is a vertically integrated U.S. based 
consumer packaged goods and pharmaceutical manufacturer in the cannabis industry including 
raw materials and supplies. Any significant interruption or negative change in the availability or 
economics of the supply chain for key inputs could materially impact the business, financial 
condition and operations of the Company. Any inability to secure required supplies and services 
or to do so on appropriate terms could have a materially adverse impact on the business, 
financial condition and operations of the Company. 

The Company could be liable for fraudulent or illegal activity by its employees, 
contractors and consultants resulting in significant financial losses to claims against the 
Company.

The Company is exposed to the risk that its employees, independent contractors and 
consultants may engage in fraudulent or other illegal activity. Misconduct by these parties could 
include intentional, reckless and/or negligent conduct or disclosure of unauthorized activities to 
the Company that violates: (i) government regulations; (ii) manufacturing standards; (iii) federal 
and provincial healthcare fraud and abuse laws and regulations; or (iv) laws that require the 
true, complete and accurate reporting of financial information or data. It is not always possible 
for the Company to identify and deter misconduct by its employees and other third parties, and 
the precautions taken by the Company to detect and prevent this activity may not be effective in 
controlling unknown or unmanaged risks or losses or in protecting the Company from 
governmental investigations or other actions or lawsuits stemming from a failure to follow such 
laws or regulations. If any such actions are instituted against the Company, and it is not 
successful in defending itself or asserting its rights, those actions could have a significant 
impact on our business, including the imposition of civil, criminal and administrative penalties, 
damages, monetary fines, contractual damages, reputational harm, diminished profits and future 
earnings, curtailment of the Company’s operations, and even prison sentences, any of which 
could have a material adverse effect on the Company’s business, financial condition and 
operations. 

The Company will be reliant on information technology systems and may be subject to 
damaging cyber-attacks. 

The Company has and will continue to enter into agreements with third parties for hardware, 
software, telecommunications and other information technology (“IT”) services regarding its 
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operations. The Company’s operations depend, in part, on how well it and its suppliers protect 
networks, equipment, IT systems and software against damage from many threats, including, 
but not limited to, cable cuts, damage to physical plants, natural disasters, intentional damage 
and destruction, fire, power loss, hacking, computer viruses, vandalism and theft. The 
Company’s operations also depend on the timely maintenance, upgrade and replacement of 
networks, equipment, IT systems and software, as well as pre-emptive expenses to mitigate the 
risks of failures. Any of these and other events could result in information system failures, 
delays and/or increase in capital expenses. The failure of information systems or a component 
of information systems could, depending on the nature of any such failure, adversely impact the 
Company’s reputation and results of operations. 

The Company has not experienced any material losses to date relating to cyber-attacks or other 
information security breaches, but there can be no assurance that the Company will not incur 
such losses in the future. The Company’s risk and exposure to these matters cannot be fully 
mitigated because of, among other things, the evolving nature of these threats. As a result, 
cyber security and the continued development and enhancement of controls, processes and 
practices designed to protect systems, computers, software, data and networks from attack, 
damage or unauthorized access is a priority. As cyber threats continue to evolve, the Company 
may be required to expend additional resources to continue to modify or enhance protective 
measures or to investigate and remediate any security vulnerabilities. 

The Company’s officers and directors may be engaged in a range of business activities 
resulting in conflicts of interest. 

The Company may be subject to various potential conflicts of interest because some of its 
officers and directors may be engaged in a range of business activities. In addition, the 
Company’s executive officers and directors may devote time to their outside business interests, 
so long as such activities do not materially or adversely interfere with their duties to the 
Company. In some cases, the Company’s executive officers and directors may have fiduciary 
obligations associated with these business interests that interfere with their ability to devote time 
to the Company’s business and affairs and that could adversely affect the Company’s 
operations. These business interests could require significant time and attention of the 
Company’s executive officers and directors. 

In addition, the Company may also become involved in other transactions which conflict with the 
interests of its directors and the officers who may from time to time deal with persons, firms, 
institutions or companies with which the Company may be dealing, or which may be seeking 
investments like those desired by it. The interests of these persons could conflict with those of 
the Company. In addition, from time to time, these persons may be competing with the 
Company for available investment opportunities. Conflicts of interest, if any, will be subject to 
the procedures and remedies provided under applicable laws. In particular, if such a conflict of 
interest arises at a meeting of the Company’s directors, a director who has such a conflict will 
abstain from voting for or against the approval of such participation or such terms. In 
accordance with applicable laws, the directors of the Company are required to act honestly, in 
good faith and in the best interests of the Company. 

Management may not be able to successfully implement adequate internal controls over 
financial reporting. 

Proper systems of internal controls over financial accounting and disclosure are critical to the 
operation of a public company. However, the Company does not expect that its DCP and ICFR 
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will prevent all error and all fraud. A control system, no matter how well designed and operated, 
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. Because of 
the inherent limitations in all control systems, no evaluation of controls can provide absolute 
assurance that all control issues and instances of fraud, if any, have been detected. 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. If the Company cannot provide 
reliable financial reports or prevent fraud, its reputation and operations could be materially 
adversely affected, which could cause investors to lose confidence in the Company’s reported 
financial information, which in turn could result in a reduction in the value of  is a vertically 
integrated U.S. based consumer packaged goods and pharmaceutical manufacturer in the 
cannabis industry Company. 

The Company, or the cannabis industry more generally, may receive unfavorable 
publicity or become subject to negative consumer perception. 

The Company believes the cannabis industry is highly dependent upon consumer perception 
regarding the benefits, safety, efficacy and quality of the cannabis distributed for medical 
purposes to such consumers. Consumer perception of the Company’s products can be 
significantly influenced by scientific research or findings, regulatory investigations, litigation, 
political statements, media attention and other publicity (if accurate or with merit) regarding the 
consumption of cannabis products for medical purposes, including unexpected safety or efficacy 
concerns arising with respect to the products of the Company or its competitors. There can be 
no assurance that future scientific research, findings, regulatory proceedings, litigation, media 
attention or other research findings or publicity will be favorable to the cannabis market or any 
product, or consistent with earlier publicity.  

Future research, findings, regulatory proceedings, litigation, media attention or other publicity 
that are perceived as less favorable than, or that question, earlier research reports, findings or 
publicity could have a material adverse effect on the demand for the Company’s products, 
operations and financial condition. The Company’s dependence upon consumer perceptions 
means that adverse scientific research reports, findings, regulatory proceedings, litigation, 
media attention or other publicity (if accurate or with merit), could have an adverse effect on any 
demand for the Company’s products which could have a material adverse effect on the 
Company’s business, financial condition and operations. Further, adverse publicity reports or 
other media attention regarding the safety, efficacy and quality of cannabis for medical purposes 
in general, or the Company’s products specifically, or associating the consumption of cannabis 
with illness or other negative effects or events, could have such a material adverse effect. Such 
adverse publicity reports or other media attention could arise even if the adverse effects 
associated with such products resulted from consumers’ failure to consume such products 
legally, appropriately or as directed. 

Volatility in the Market Price of the Company’s Securities 

Securities of cannabis companies have experienced substantial volatility in the past, often 
based on factors unrelated to the financial performance or prospects of the companies involved. 
These factors include macroeconomic developments in North America and globally, currency 
fluctuations and market perceptions of the attractiveness of particular industries. The value of 
the Company’s securities is also likely to be significantly affected by short-term changes in 
cannabis, by the Company’s financial condition or results of operations as reflected in its 
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quarterly financial statements and by other operational and regulatory matters. As a result of 
any of these factors, the market price of the Company’s equity securities at any given point in 
time may not accurately reflect their long-term value. 

Price Volatility of Publicly Traded Securities 

In recent years, the securities markets in the United States and Canada have experienced a 
high level of price and volume volatility, and the market prices of securities of many companies 
have experienced wide fluctuations in price which have not necessarily been related to the 
operating performance, underlying asset values or prospects of such companies. There can be 
no assurance that fluctuations in price will not occur. The market for the Company’s equity will 
be subject to market trends generally, notwithstanding any potential business of the Company.  
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SCHEDULE D
AUDIT COMMITTEE CHARTER

TILT HOLDINGS INC. (the “Corporation”)

A. Composition and Process

1. The audit committee of the Corporation (the “Audit Committee”) shall be composed of a minimum of 
three members of the board of directors of the Corporation (the “Board of Directors”), a majority of whom are 
independent. An independent director, as defined in National Instrument 52-110 - Audit Committees (“NI 52-110”) 
is a director who has no direct or indirect material relationship which could, in the view of the Corporation’s Board 
of Directors, be reasonably expected to interfere with the exercise of a member’s independent judgment or as 
otherwise determined to be independent in accordance with NI 52-110.

2. Members shall serve one-year terms and may serve consecutive terms, which are encouraged to ensure 
continuity of experience. 

3. The chairperson of the Audit Committee (the “Chairperson”) shall be appointed by the Board of Directors 
for a one-year term, and may serve any number of consecutive terms.

4. All members of the Audit Committee are encouraged to become financially literate if they are not already. 
Financial literacy is the ability to read and understand a balance sheet, income statement and cash flow statement 
that present a breadth and level of complexity comparable to the Corporation’s financial statements.

5. The Chairperson shall, in consultation with management, establish the agenda for the meetings and ensure 
that properly prepared agenda materials are circulated to the members with sufficient time for study prior to the 
meeting. 

6. The Audit Committee shall try to meet at least twice per year and may call special meetings as required. A 
quorum at meetings of the Audit Committee shall be its Chairperson and one of its other members or the Chairman 
of the Board of Directors. A resolution in writing, signed by all the members of the Audit Committee entitled to vote 
on that resolution at a meeting of the Audit Committee, is as valid as if it were passed at a meeting of the Audit 
Committee. 

7. The minutes of the Audit Committee meetings shall accurately record the decisions reached and shall be 
distributed to Audit Committee members with copies where applicable to the Board of Directors, the Chief 
Executive Officer, the Chief Financial Officer and the external auditor. 

8. The Audit Committee enquires about potential claims, assessments and other contingent liabilities. 

9. The Charter of the Audit Committee shall be reviewed by the Board of Directors on an annual basis.

B. Authority

10. The Audit Committee shall be appointed by the Board of Directors pursuant to provisions of the British 
Columbia Business Corporations Act and the bylaws of the Corporation.

11. Primary responsibility for the Corporation’s financial reporting, accounting systems and internal controls is 
vested in senior management and is overseen by the Board of Directors. The Audit Committee is a standing 
committee of the Board of Directors established to assist it in fulfilling its responsibilities in this regard. The Audit 
Committee shall have responsibility for overseeing management reporting on internal controls. While it is 
management’s responsibility to design and implement an effective system of internal control, it is the responsibility 
of the Audit Committee to ensure that management has done so.

12. In fulfilling its responsibilities, the Audit Committee shall have unrestricted access to the Corporation’s 
personnel and documents and will be provided with the resources necessary to carry out its responsibilities.

13. The Audit Committee shall have direct communication channels with the internal auditor (if any) and the 
external auditor to discuss and review specific issues, as appropriate. 
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14. The Audit Committee shall have the authority to engage independent counsel and other advisors as it 
determines necessary to carry out its duties. 

15. The Audit Committee shall establish the compensation to be paid to any advisors employed by the Audit 
Committee and such compensation shall be paid by the Corporation as directed by the Audit Committee.

C. Relationship with External Auditors

16. An external auditor must report directly to the Audit Committee.

17. The Audit Committee is directly responsible for overseeing the work of the external auditor including the 
resolution of disagreements between management and the external auditor regarding financial reporting.

18. The Audit Committee shall implement structures and procedures to ensure that it meets with the external 
auditor on at least an annual basis in the absence of management.

D. Accounting Systems, Internal Controls and Procedures

19. The Audit Committee shall obtain reasonable assurance from discussions with and/or reports from 
management, and reports from external auditors that accounting systems are reliable and that the prescribed internal 
controls are operating effectively for the Corporation and its subsidiaries and affiliates.

20. The Audit Committee shall review to ensure to its satisfaction that adequate procedures are in place for the 
review of the Corporation’s disclosure of financial information extracted or derived from the Corporation’s financial 
statements and will periodically assess the adequacy of those procedures.

21. The Audit Committee shall direct the external auditor’s examinations to particular areas.

22. The Audit Committee shall review control weaknesses identified by the external auditor, together with 
management's response.

23. The Audit Committee shall review with the external auditor its view of the qualifications and performance 
of the key financial and accounting executives.

24. In order to preserve the independence of the external auditor the Audit Committee will:

i. recommend to the Board of Directors the external auditor to be nominated; and

ii. recommend to the Board of Directors the compensation of the external auditor’s engagement;

25. The Audit Committee shall review and pre-approve any engagements for non-audit services to be provided 
by the external auditor or its affiliates, together with estimated fees, and consider the impact on the independence of 
the external auditor.

26. The Audit Committee shall review with management and with the external auditor any proposed changes in 
major accounting policies, the presentation and impact of significant risks and uncertainties, and key estimates and 
judgments of management that may be material to financial reporting.

27. The Audit Committee shall review and approve the Corporation’s hiring policies regarding partners, 
employees and former partners and employees of the present and most recent former external auditor of the 
Corporation.

28. The Audit Committee shall establish procedures for the receipt, retention and treatment of complaints 
received by the Corporation regarding accounting, internal accounting controls or auditing matters and the 
confidential anonymous submission by employees of the Corporation of concerns regarding questionable accounting 
or auditing matters.

29. The Audit Committee shall, on an annual basis, prior to public disclosure of its annual financial statements, 
ensure that the external auditor’s participant status has not been terminated, or, if its participant status was 
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terminated, has been reinstated in accordance with the Canadian Public Accountability Board (“CPAB”) bylaws and 
is in compliance with any restriction or sanction imposed by the CPAB.

30. The Audit Committee shall review management’s process for certification of annual and interim reports in 
accordance with applicable securities legislation.

E. Statutory and Regulatory Responsibilities

31. Annual Financial Information – the Audit Committee shall review the annual audited financial statements 
and related management’s discussion and analysis (“MD&A”), including any related press releases if same contains 
material information, and recommend their approval to the Board of Directors, after discussing matters such as the 
selection of accounting policies (and changes thereto), major accounting judgments, accruals and estimates with 
management and the external auditor.

32. Annual Report - the Audit Committee shall review the management MD&A section and all other relevant 
sections of the annual report, if prepared, to ensure consistency of all financial information included in the annual 
report. 

33. Interim Financial Statements - the Audit Committee shall review the quarterly interim financial statements 
and related MD&A, related press releases and recommend their approval to the Board of Directors.

34. Earnings Guidance/Forecasts - the Audit Committee shall review forecasted financial information and 
forward looking statements. 

F. Reporting

35. The Audit Committee shall report, through the Chairperson of the Audit Committee, to the Board of 
Directors following each meeting on the major discussions and decisions made by the Audit Committee.

36. The Audit Committee shall review the Audit Committee’s Charter annually and recommend the approval 
of any proposed amendments to the Board of Directors.

G. Other Responsibilities

37. The Audit Committee shall investigate fraud, illegal acts or conflicts of interest.

38. The Audit Committee shall discuss selected issues with corporate counsel or the external auditor or 
management.




