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Neither the Canadian Securities Exchange nor any securities regulatory authority has in any way passed upon the
merits of the transaction described in this listing statement.
TILT Holdings Inc. derives a substantial portion of its revenues from the cannabis industry in states of the
United States where such activities are legal, albeit
albeit,, illegal under United States federal law. TILT Holdings
Inc. is directly involved (through its licensed subsidiaries) in the cannabis industry in
n the United States where
state laws permit such activities. TILT or its subsidiaries are or are expected to be directly and indirectly
engaged in the manufacture, possession, use, sale, or distribution of cannabis in the medicinal cannabis
marketplace in the States of California, Nevada, New Jersey, Oregon, Pennsylvania, Massachusetts and Ohio.
The United States federal government regulates drugs through the Controlled Substances Act (21 U.S.C. §
811) (the “CSA”). Per the CSA, cannabis is classified as a S
Schedule
chedule I drug. Under United States federal law, a
Schedule I substance has a high potential for abuse, no accepted medical use in the United States, and a lack
of accepted safety for the use of the drug under medical supervision. The United States Food and
an Drug
Administration has not approved cannabis as a safe and effective drug for any indication.
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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.
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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.

- iii 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.

- iv 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.”.
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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:
TILT Holdings Inc.
(Nevada)

100%

TILT Holdings US,
Inc.
(Nevada)

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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TILT Canada
(British Columbia)

100%

100%
Baker Technologies,
Inc.
(Delaware)

Santé Veritas Holdings
Inc.
(British Columbia)

1167411 B.C. Ltd.
(British Columbia)

100%
100%
Santé Veritas
Therapeutics Inc.
(British Columbia)

100%

100%

Defender Marketing
Services LLC
(Washington)
Sea Hunter
Therapeutics,
LLC
(Delaware)

Briteside Holdings,
LLC
(Tennessee)
100%
Briteside
Modular LLC
(Tennessee)

100%

100%

Commonwealth
Alternative Care
Inc.
(Massachusetts)

SH New Jersey
Holdings, LLC
(New Jersey)

SH Realty
Holdings, LLC
(Delaware)

95%

SH Realty
Holdings-Ohio,
LLC
(Ohio)

100%

100%
Alternative Care
Resource Group,
LLC
(Massachusetts)

Ermont, Inc. (MA
not for profit –
Licensee)

Verdant
Holdings, LLC
(Florida)

100%
Evergreen
Curative LLC
(New Jersey)

Verdant
Management
Group, LLC
(Massachusetts)
Lender to
Verdant Medical, Inc.
(Massachusetts)

Lender
to

SH Finance
Company, LLC
(Delaware)

100%
Herbology
Holdings, LLC
(Florida)

100%
Herbology
Management
Group, LLC
(Massachusetts)
Lender to
Herbology Group, Inc.
(Massachusetts)

100%
SH
Therapeutics,
LLC (Florida)

AFS Cultivation, LLC
(Ohio)

100%

SH Ohio, LLC
(Ohio)

Option to
acquire

TrentonMetro
LLC (New
Jersey)

Cultivo, LLC
(Delaware)

provides
services

Lender to

100%

95%

100%

100%

100%

100%
Oregon Company
LLC
(Oregon)

100%

Briteside ECommerce LLC
(Tennessee)
100%
Briteside Oregon
LLC
(Oregon)

- 18 -

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. 1.4241(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-themoney 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. 1.4241(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-themoney 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.

- 24 -

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
All Issuers with U.S.
Marijuana-Related
Activities

Specific Disclosure Necessary to Fairly Present
all Material Facts, Risks and Uncertainties
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.

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

Listing Statement Cross Reference
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
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.

Listing Statement Cross Reference
“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”
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Industry Involvement

Specific Disclosure Necessary to Fairly Present
all Material Facts, Risks and Uncertainties
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.

Listing Statement Cross Reference
“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.

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

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.

“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”
“Selected Consolidated Financial
Information”
Schedules “B” and “C” to this Listing
Statement.
Legal advice has been obtained.
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Industry Involvement
U.S. Marijuana Issuers with
direct involvement in
cultivation or distribution

Specific Disclosure Necessary to Fairly Present
all Material Facts, Risks and Uncertainties
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.

Listing Statement Cross Reference
“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 – MassachusettsMassachusetts 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.

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
– 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”
“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 – PennsylvaniaPennsylvania Reporting
Requirements”
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Industry Involvement

U.S. Marijuana Issuers with
material ancillary
involvement

Specific Disclosure Necessary to Fairly Present
all Material Facts, Risks and Uncertainties
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.
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.

Listing Statement Cross Reference
“General Development of the Business
– Regulation of Cannabis at State and
Local Levels”

“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.

- 34 -

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/Applications
arising out of Resulting
Issuer Direct and Indirect
involvement

Number of
Licenses
Allowed by
Law in State

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

Oregon

4

8

Dispensary

56

60

1 provisional license (1
dispensary under
construction)

Dispensary

596

Unlimited

1 pending application

The marijuana business support licenses referenced in this chart are not issued by the state.
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.
5
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State
Pennsylvania

License Type held
Directly and Indirectly
by Resulting Issuer
Grower/Processor

Number of Licenses
Issued in State
25

Number of
Licenses
Allowed by
Law in State
25

Number of
Licenses/Applications
arising out of Resulting
Issuer Direct and Indirect
involvement
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)

Description

(MM/DD/YY)
Blkbrd
LLC

OCA,

C11-180000055-TEMP

Santa Rosa, CA

11/20/18

Adult-Use and Medicinal
Distributor Temporary License

-

Blkbrd
LLC

OCA,

M11-180000127-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

Commonwealth
Alternative Care, Inc.

9

City

Taunton, MA

Description

1 Vertically integrated Registered
Marijuana Dispensary (medical)

Ownership

100%

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-regardinglegalization-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
12

105 CMR 725.105(B)(2)(b).

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

Blackbird
Logistics

14

Permit/License
Number

200130, MMR305

City

Clark County,
NV

Expiration/Renewal
Date (if applicable)
(MM/DD/YY)

12/31/18

Description

1 Marijuana
Master License
Support
Business

Ownership

Non- binding
letter of intent
executed
between Sea
Hunter

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-newu-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-medicaidwork-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-wontsay-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-withnevada-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
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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-C201706-0147

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 adultuse 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-farmersloweringprices/.
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/USAORMarijuana%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-hidtamarijuana-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.

- 47 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
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“State of Oregon: Recreational Marijuana.” Oregon.Gov, Oregon Liquor Control Commission, Retrieved: 10 Aug. 2018,
www.oregon.gov/olcc/marijuana/pages/default.aspx.
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“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
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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

Standard
Farms, LLC

Permit/License
Number

GP-2020-17

City

White Haven,
PA

Expiration/Rene
wal Date (if
applicable)
(MM/DD/YY)

Description

Ownership

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
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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 goto 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 ECommerce 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 industryfocused 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 preconstructed 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 ECommerce 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 notfor-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-forprofit 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 highcannabidiol, 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 goahead 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-cannabisreform/#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 costefficient 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 “businessto-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 mid2019.
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 cannabis cultivation and retail
sales and software offerings globally

US$20,000,000

Expand internationally

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
US$110,100,000(1)

Total

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.

As at
ASSETS
Current Assets:
Cash & cash equivalents

TILT Holdings,
Inc.

Canadian
Activities

US marijuanarelated
activities

June 30, 2018
USD

%

%

US Nonmarijuanarelated
activities
%

133,017,821

91%

2%

7%
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Short term investment
Funds in trust
GST and other receivables
Inventory
Deposits and prepaids
Biological assets
Total current assets
Fixed Assets:
Property & equipment, net
Goodwill & intangibles, net
Restricted cash held in escrow
Other assets, net
TOTAL ASSETS
LIABILITIES
Current Liabilities:
Accounts payable and accrued
liabilities
Due to related parties
Other liabilities
Current portion of long term
debt
Current portion of capital lease
payable
Deferred revenue
Total current liabilities

1,567,322
160,554
1,502,477
2,301,104
2,127,828
566,108
141,243,214

100%
100%
80%
0%
10%
0%
88%

0%
0%
3%
100%
60%
100%
5%

0%
0%
17%
0%
30%
0%
7%

40,113,585
721,065,217

24%
26%

65%
0%

11%
74%

1,202,623
881,231
904,505,870

0%
0%
36%

100%
52%
4%

0%
48%
60%

9,102,143

41%

47%

12%

100%
0%

0%
0%

0%
100%

0%

100%

0%

7,065
214,929
9,717,183

0%
0%
40%

100%
0%
44%

0%
100%
16%

238,692
12,567
35,517

0%
0%
0%

100%
100%
100%

0%
0%
0%

108,471

0%

0%

100%

395,247

0%

73%

27%

39%

45%

16%

35%

6%

59%

(15,396,722)

18%

83%

-1%

(13,769,386)

0%
36%

100%
4%

0%
60%

145,597
245,658
1,791

Long-term Liabilities:
Loans payable - related parties
Deferred rent
Long term debt
Capital lease obligation
Common stock repurchase
liability
Total long-term liabilities
TOTAL LIABILITIES
SHAREHOLDERS' EQUITY
Share capital
Accumulated deficit

10,112,430

923,559,548

Non-controlling interests
TOTAL SHAREHOLDERS'
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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:
Authorized

Outstanding as at the date hereof
(after giving effect to the Business
Combination)

Unlimited

58,581,786

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

Security

Resulting Issuer Common Shares(1)
(1)

Resulting Issuer Compressed Shares

(1)
(2)

(3)

(4)
(5)
(6)

(7)
(8)

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.
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”.
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”.
Resulting from Baker and Briteside options, which inherit the vesting schedule and prorated exercise price from the previous entities.
Resulting from SVT options, warrants, and share units, which exchange in accordance with the SVT Exchange Ratio.
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”.
Approximated options. Final number of options will not be available until after trading begins.
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

- 72 -

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

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

Type of Securities
Reserved under
Option

Number of
Securities Reserved
under Option

Exercise Price per
Security

Currency

Expiry
Date

Non-Compressed(1)

699,562

1.7868

CAD

N/A

Non-Compressed(2)

13,010,321

5.25

CAD

11/21/28

473,247

399

USD

11/21/28

(2)

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

Compressed

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

Compressed

Number of
Securities Reserved
under Option

Exercise Price per
Security

Currency

Expiry
Date

40

20.1563

USD

1/30/27

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

439

31.3895

USD

2/12/28

993

31.4199

USD

2/12/28

613,255

5.25

CAD

Compressed

(3)

Compressed
Compressed

(4)
(5)

All consultants of the
Resulting Issuer

Non-Compressed

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

155

31.4751

USD

10/19/27

11,874,687

5.25

CAD

Compressed
Any other person or
company

Non-Compressed

(6)
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Category

(1)
(2)

(3)
(4)
(5)

(6)

10.

Type of Securities
Reserved under
Option

Number of
Securities Reserved
under Option

Exercise Price per
Security

Currency

Expiry
Date

The Options will vest 25% on October 31, 2018, January 31, 2019, April 30, 2019 and July 31, 2019 with no expiration.
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.
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).
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.
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”.
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.

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 662/3% 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

11/16/2018(1)

Number of Resulting
Issuer Common
Shares Sold

22,886,858

11/20/2018(2)

(1)
(2)

11.

Number of Resulting
Issuer Compressed
Shares Sold

69,617

Price per Security

Details of Consideration

5.25

Private placement of
subscription receipts
convertible to Resulting
Issuer Common Shares

5.25

Private placement of
special shares
convertible to Resulting
Issuer Compressed
Shares

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.
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.

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
escrow(1)

of

class

held

in

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

Alexander Coleman(1)(3)
Florida, United States

51

Michael Orr(2)
Ontario, Canada

Mark Herron
Ontario, Canada

Proposed
Position(s) with the
Resulting Issuer

TILT Director and/or
Officer Since

Principal Occupation(s)

Chief Executive
Officer and CoChairman

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.

58

Co-Chairman

November 21, 2018

Executive Chairman,
Santé Veritas Holdings
Inc.; Chief Investment
Officer, Private Family
Office

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 VicePresident,
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 VicePresident, Retail and
Cultivation

November 21, 2018

Co-Founder & Managing
Director, Sea Hunter
Capital Partners, LLC

Joel Milton
Colorado, United States

31

Senior VicePresident, 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.

- 83 -

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

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

Epcylon Technologies Inc.

OTCQB

N/A

N/A

Alexander Coleman

Todd Halpern
Robert Calhoun

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.
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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
(nondiluted)

Number of
NonCompressed
Securities
(nondiluted)

Number of
Securities
(fullydiluted)

% of Issued
Compressed
(nondiluted)

% of Issued
NonCompressed
(nondiluted)

%
of
Issued
(fully
diluted)

2,667,331

87,817,836

354,550,936

100%

100%

100%

2,174,205

23,859,000

241,279,500

82%

27%

68%

Public Float
Total outstanding

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
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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%

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%

Freely-Tradable Float

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)
($)

ShareBased
Awards ($)

OptionBased
Awards(3)
($)

Non-Equity
Incentive Plan
Compensation ($)
Annual
incentive
plans(4)

Longterm
incentive
plans

Pension
value(5)
($)

All Other
Compensation(6)
($)

Total
Compensation
($)

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
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Name and
Principal Position

Year(1)

Salary(2)
($)

ShareBased
Awards ($)

OptionBased
Awards(3)
($)

Non-Equity
Incentive Plan
Compensation ($)
Annual
incentive
plans(4)

Longterm
incentive
plans

Pension
value(5)
($)

All Other
Compensation(6)
($)

Total
Compensation
($)

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/ShareBased 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

-

1,850,000

N/A

500,000

2,350,000

Total

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
($)

Sharebased
awards
($)

OptionBased
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 forwardlooking 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 forwardlooking 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
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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 moneyremitter 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

- 118 -

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 hempderived 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 PreAcquisition 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 “NonIESO 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

A-1

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
(nondiluted)

Number of
NonCompressed
Securities
(nondiluted)

Total outstanding

2,667,331

87,817,836

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

Number of
Securities
(fullydiluted)

% of Issued
Compressed
(nondiluted)

% of Issued
NonCompressed
(nondiluted)

% of Issued
(fully
diluted)

354,550,936

100%

100%

100%

23,859,000

241,279,500

82%

27%

68%

493,126

63,958,836

113,271,436

18%

73%

32%

1,944,617

42,371,996

236,833,696

73%

48%

67%

722,714

45,445,8400

117,717,240

27%

52%

33%

Public Float

Total Public Float

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
Total Tradable Float
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SCHEDULE B
FINANCIAL STATEMENTS
See attached.

SANTÉ VERITAS HOLDINGS INC.
(formerly Marchwell Ventures Ltd.)
CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars - UNAUDITED)
For the three and sixmonths ended July 31, 2018

SANTÉ VERITAS HOLDINGS INC.
(formerly Marchwell Ventures Ltd.)
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(Expressed in Canadian Dollars - UNAUDITED)

As at

Note

ASSETS
CURRENT
Cash
Short term investment
Funds in trust
GST and other receivables
Deposits and prepaid expenses
TOTAL CURRENT ASSETS

July 31, 2018

$

5
6

FIXED ASSETS
Cultivation facility
Computers
TOTAL FIXED ASSETS

8
8

TOTAL ASSETS
LIABILITIES
CURRENT
Accounts payable and accrued liabilities
Due to related parties
TOTAL LIABILITIES

7
11

SHAREHOLDERS' EQUITY
Shares capital
Shares to be issued
Contributed surplus
Accumulated deficit

300,326 $
2,040,252
209,000
1,570,557
264,468
4,384,603

12,699,674
13,423
12,713,097

1,791,310
10,000,000
84,000
286,114
375,397
12,536,821

8,123,992
7,729
8,131,721

$

17,097,700 $

20,668,542

$

1,265,554 $
189,530
1,455,084

1,905,913
205,619
2,111,532

9
9
9

TOTAL LIABILITIES AND SHAREHOLDERS’ EQUITY

January 31, 2018

27,312,059
195,721
1,726,911
(13,592,075)
15,642,616
$

17,097,700 $

25,123,984
81,250
1,654,388
(8,302,612)
18,557,010
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
General Office
Legal, Audit and Financial
RTO Listing
Share Based Compensation
Travel and Accommodation

General & Admin
Amortization
Consulting Fees
General Office
Legal, Audit and Financial
Rent and Utilities
Share Based Compensation
Wages and Salaries

11

4
11

327,000
100,289
392,957
139,971
172,066
1,132,283

120,271
12,448
18,000
150,719

448,764
150,325
618,255
1,965,002
139,971
172,066
3,494,383

175,271
12,448
18,000
205,719

956
41,233
27,036
267,597
5,952
49,833
154,448
547,055

8,377
43,415
51,792

1,715
93,733
42,989
432,093
13,794
110,023
345,088
1,039,435

1,950
10,879
43,415
56,244

2,051,944

363,967

5,338,551

515,881

18,966

3,648

49,088

3,710

8

11
11

TOTAL EXPENSE
OTHER INCOME
Interest Income
NET AND COMPREHENSIVE LOSS

$

(2,032,978)

$

(360,319)

$

(5,289,463)

$

(512,171)

Basic and diluted loss per share
Basic and diluted weighted average
number of shares

$

(0.01)

$

(0.002)

$

(0.02)

$

(0.003)

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

$ (5,289,463)

$ (512,171)

249,994
1,715
1,932,315

18,000
104,187
-

Changes in non-cash working capital items:
Due from related parties
Taxes and other receivable
Prepaid expenses & deposits
Due to related parties
Accounts payable and accrued liabilities

(157,500)
(1,126,942)
110,992
(16,089)
(697,663)

(236,807)
(38,848)
(6,579)
(30,201)
523,400

Net cash (used in) operating activities

(4,992,641)

(179,019)

Cash flows from (used in) investing activities
Production facilities' construction
Short term investment

(4,583,091)
7,959,748

(1,539,139)
(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
Receipt from exercise of option
Proceeds from private placements, net of issuance costs

250,000
(125,000)
-

5,688,000
100,000

125,000

5,788,000

(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

Cash flows from (used in) operating activities
Loss for the period
Items not affecting cash:
Share-based payments
Shares issued for debt
Depreciation
Listing expenses

11
8
4

Net cash from financing activities

9

Increase (decrease) in cash and cash equivalents

The accompanying notes are an integral part of these condensed interim consolidated financial statements.
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Shares
Capital
$

Shares to be
issued
$

4

Balance at January 31, 2017
165,900,121
9,669,692
Private placement
1,666,666
100,000
Payments for services
300,000
18,000
Payments of expense reports
1,736,447
104,187
Loss for the period
Balance at July 31, 2017
169,603,234
9,891,879
Private placement
52,942,355
15,882,707
Finder’s fee warrants
Brokers’ warrants
Payments for services
22,000,000
1,320,000
Acting CEO’s bonus payable
81,250
Loss for the period
Balance at January 31, 2018
244,545,589
27,094,586
81,250
Acting CEO exercise of rights
9b
1,000,000
125,000
Share issuance
9b
1,000,000
125,000
Reverse takeover listing
4
7,812,822
1,875,075
Acting CEO’s bonus payable
37,500
Acting CEO’s options vested
9c
Share Unit Plan
9d
150,000
63,000
76,971
Loss for the period
Balance at July 31, 2018
254,508,411
29,282,661
195,721
The accompanying notes are an integral part of these condensed interim

Note

Number of
shares

Contributed Accumulated
Surplus
Deficit
$
$

(291,201)
347,189
(3,336,374)
(512,171)
(291,201)
347,189
(3,848,545)
(1,034,812)
(215,272)
215,272
(429,317)
429,317
662,610
(4,454,067)
(1,970,602)
1,654,388
(8,302,612)
72,523
(5,289,463)
(1,970,602)
1,726,911
(13,592,075)
consolidated financial statements

Share
issuance
costs
$

(Expressed in Canadian Dollars - UNAUDITED)
For the six months ended July 31, 2018 and 2017

SANTÉ VERITAS HOLDINGS INC.
(formerly Marchwell Ventures Ltd.)
CONDENSED INTERIM CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

6,389,306
100,000
18,000
104,187
(512,171)
6,099,322
14,847,895
1,982,610
81,250
(4,454,067)
18,557,010
125,000
125,000
1,875,075
37,500
72,523
139,971
(5,289,463)
15,642,616

Total
$

SANTÉ VERITAS HOLDINGS INC.
(formerly Marchwell Ventures Ltd.)
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars - UNAUDITED)
For the six months ended July 31, 2018
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:

Net loss for the period
Deficit
Working capital

5

July 31, 2018
$

January 31, 2018
$

(5,289,463)

(4,966,238)

(13,592,075)

(8,302,612)

2,929,519

10,425,289

SANTÉ VERITAS HOLDINGS INC.
(formerly Marchwell Ventures Ltd.)
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars - UNAUDITED)
For the six months ended July 31, 2018
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:

6

SANTÉ VERITAS HOLDINGS INC.
(formerly Marchwell Ventures Ltd.)
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars - UNAUDITED)
For the six months ended July 31, 2018
4.

Reverse Take-Over (continued)
$
42,313
63
(57,303)
(75,000)
(89,927)

Net asset (liabilities) acquired:
Cash
Prepaid expenses
Accounts payable and accrued liabilities
Due to related party
Total net liabilities acquired
Consideration paid:
Fair value of the Company’s 23,438,433 common shares at $0.08 per share
Listing cost:
5.

GST and other receivables
July 31, 2018
$
1,195,215
125,000
250,341
1,570,556

Account and other receivable
Subscription funds receivable
GST/HST receivable
6.

1,875,075
1,965,002

January 31,2018
$
8,537
277,577
286,114

Deposits and prepaid expenses
July 31, 2018
$
264,468
264,468

Deposits on fixed assets
Prepaid expenses

January 31,2018
$
310,404
64,993
375,397

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

July 31, 2018
$
1,196,829
55,813
12,912
1,265,554

Accounts payable
Accrued liabilities
Withholding taxes payable
Vacation pay payable

7

January 31,2018
$
1,811,798
25,000
54,109
15,006
1,905,913

SANTÉ VERITAS HOLDINGS INC.
(formerly Marchwell Ventures Ltd.)
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars - UNAUDITED)
For the six months ended July 31, 2018
8.

Fixed Assets
Leasehold
improvements
$
Cost
As at January 31, 2017
Additions
Disposals
As at January 31, 2018
Additions
As at July 31, 2018

As at January 31, 2017

Total
$

Computers
$

524,800
524,800
5,078
529,878

267,196
8,221,593
(364,797)
8,123,992
4,575,682
12,699,674

10,661
10,661
7,409
18,070

Cultivation Facility
Cultivation
Security
equipment
equipment

253,790
7,541,657
(351,391)
7,444,056
4,524,396
11,968,452

Leasehold
improvements
Accumulated depreciation

Cultivation Facility
Cultivation
Security
equipment
equipment
$
$
13,406
155,136
(13,406)
155,136
46,208
201,344

$
-

Depreciation

Total

Computers

$
-

$
-

$
-

$
-

-

-

-

2,932

As at January 31, 2018

-

-

-

-

2,932

Depreciation

-

-

-

-

1,715

As at July 31, 2018

-

-

-

-

4,647

Cultivation Facility
Cultivation
Security
equipment
equipment

Total

Computers

Leasehold
improvements
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

11,968,452

201,344

529,878

12,699,674

13,423

As at July 31, 2018

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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SANTÉ VERITAS HOLDINGS INC.
(formerly Marchwell Ventures Ltd.)
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars - UNAUDITED)
For the six months ended July 31, 2018
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:
x
x

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:
x
x
x

$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
3,000,000
12,000,000
2,993,268
17,993,268

Balance, January 31, 2017
Issued during the year:
Issued during the year:
Balance, July 31, 2018 and January 31, 2018
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Weighted
Average
Exercise Price
$0.06
$0.12
$0.30
$0.14

Expiry
Dates
27-Jan-19
20-Oct-20
19-Dec-19

SANTÉ VERITAS HOLDINGS INC.
(formerly Marchwell Ventures Ltd.)
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars - UNAUDITED)
For the six months ended July 31, 2018
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
1.35% -1.52%
136% -156%
2-3 years

Risk-free interest rate
Dividend yield
Volatility
Expected life

2017
0.82%
123%
2 years

- Stock options/rights

Balance, January 31, 2017 and 2016
Options/Rights vested during the year:
Balance, January 31, 2018
Rights exercised during the period:
Rights expired during the period:
Options vested during the period:
Balance, July 31, 2018

Number of
Options/Rights
Outstanding
7,000,000
7,000,000
(1,000,000)
(1,000,000)
5,000,000

Number of
Options/Rights
Exercisable
3,250,000
3,250,000
(1,000,000)
(1,000,000)
1,250,000
2,500,000

Weighted Average
Exercise Price
0.17
0.17
0.125
0.125
0.25
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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SANTÉ VERITAS HOLDINGS INC.
(formerly Marchwell Ventures Ltd.)
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars - UNAUDITED)
For the six months ended July 31, 2018
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
$
$
Financial assets
Cash
Short term investment

1,791,310
10,000,000

-

Fair value at July 31, 2018
Level 1
Level 2
$
$
Financial assets
Cash
Short term investment
c)

300,326
2,040,252

-

Level 3
$
-

Level 3
$
-

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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SANTÉ VERITAS HOLDINGS INC.
(formerly Marchwell Ventures Ltd.)
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars - UNAUDITED)
For the six months ended July 31, 2018
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

Salaries and wages/consulting fees
Shares issued for services and as compensation (Note 9)
Warrants and options vested for services and as compensation (Note 9)
Total

$
589,175
177,471
72,523
839,169

July 31, 2017
$
105,000
122,187
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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SANTÉ VERITAS HOLDINGS INC.
(formerly Marchwell Ventures Ltd.)
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars - UNAUDITED)
For the six months ended July 31, 2018
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
$
180,000
720,000
593,000

Less than 1 year
1 - 5 years
More than 5 years

$
b)

1,493,000

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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SANTE VERITAS THERAPEUTICS INC.
CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)
For the years ended January 31, 2018 and 2017

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
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SANTE VERITAS THERAPEUTICS INC.
CONSOLIDATED STATEMENTS OF FINANCIAL POSITION
(Expressed in Canadian Dollars)
As at January 31, 2018 and 2017
As at
ASSETS
CURRENT
Cash
Short term investment
Funds in trust
Share subscription receivable
GST and other receivables
Deposits and prepaid expenses

FIXED ASSETS
Cultivation facility
Computers
TOTAL ASSETS
LIABILITIES
CURRENT
Accounts payable and accrued liabilities
Due to related parties

SHAREHOLDERS' EQUITY
Share capital
Shares to be issued
Contributed surplus
Accumulated deficit
TOTAL LIABILITIES AND
SHAREHOLDERS’ EQUITY

Note

January 31, 2018

$
3
5
6
7

9
9
$

8
13

$

10
10
10

1,791,310
10,000,000
84,000
286,114
375,397
12,536,821

8,123,992
7,729
20,668,542

1,905,913
205,619
2,111,532

January 31, 2017

$

$

$

25,123,984
81,250
1,654,388
(8,302,612)
18,557,010
$

20,668,542

419,377
5,688,000
12,000
16,134
107,872
6,243,383

267,196
6,510,579

91,072
30,201
121,273

9,378,491
347,189
(3,336,374)
6,389,306
$

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
Loss on disposal of fixed assets
Rent & utilities
Office
Repairs & maintenance
Travel
Legal
Insurance
Financing and investing
Business development – shares & warrants
Legal & audit
Consulting
Provision for loan loss
Travel
Office
General and administrative
Salaries & wages/consulting fees
Management - shares, rights & options
Legal & accounting
Office
Business development
Rent
Depreciation

13
9

$

13
13

13
13

9

OTHER INCOME
Interest income

14

329,932 $
364,797
209,370
184,352
111,481
69,112
32,880
12,411

1,005,000
44,467
25,430
3,434
10,416
4,000
3,450

1,303,981
501,139
405,844
216,500
75,365
70,404

1,200,000
33,333
45,000
2,363
1,012

458,414
319,083
135,894
102,100
69,455
21,235
2,932
4,996,681

588
2,378,493

(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

The accompanying notes are an integral part of these consolidated financial statements.
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20,793,911

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
Add-back non-cash expenses:
Expenses paid with shares and warrants
Loss on disposal of fixed assets
Depreciation of computers

$

Changes in non-cash working capital:
GST and other receivables
Deposits and prepaid expenses
Due to related parties
Accounts payable and accrued liabilities
Net cash used in operating activities
Cash used for investing activities
Fixed asset additions
Short term investment
Net cash used in investing activities
Cash from financing activities
Receipt of funds in trust
Receipt of share subscription receivable
Issue of share capital, net of share issue costs
Net cash from financing activities
Increase in cash
Cash, beginning of year
Cash, end of year

$

(4,966,238)

(2,378,259)

1,727,250
364,797
2,932

2,197,180
-

(269,980)
(267,525)
175,418
1,814,841
(1,418,503)

(15,547)
(107,112)
8,220
48,352
(247,166)

(7,773,459)
(10,000,000)
(17,773,459)

(142,816)
(142,816)

5,604,000
12,000
14,947,895
20,563,895

800,000
800,000

1,371,933
419,377

410,018
9,359

1,791,310

The accompanying notes are an integral part of these consolidated financial statements.
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$

$

419,377

165,900,121
54,609,021
22,300,000
1,736,447
244,545,589

Balance at January 31, 2017
Private placement
Finder’s fee warrants (Note 10)
Brokers’ warrants (Note 10)
Payments for services (Note 10)
Payment of expense reports (Note 10)
Acting CEO bonus payable (Note 10)
Loss for the year

Balance at January 31, 2018

27,094,586

9,669,692
15,982,707
1,338,000
104,187
-

792,512
6,500,000
180,000
2,197,180
-

Share
Capital
$

(291,201)
(1,034,812)
(215,272)
(429,317)
-

-

81,250

(1,970,602)

(180,000)
(111,201)
-

-

81,250
-

Share
Issuance
Costs
$

Shares
to be issued
$

1,654,388

347,189
215,272
429,317
662,610
-

235,988
111,201
-

5

(8,302,612)

(3,336,374)
(4,966,238)

(958,115)
(2,378,259)

Contributed Accumulated
Surplus
Deficit
$
$

The accompanying notes are an integral part of these consolidated financial statements

18,195,000
108,333,323
2,999,998
36,371,800
-

Balance at January 31, 2016
Private placement
Finder’s fee shares
Brokers’ warrants
Payments for services
Loss for the year

Number of
Shares

(Expressed in Canadian Dollars, except per share amounts)
Years ended January 31, 2018 and 2017

SANTE VERITAS THERAPEUTICS INC.
CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

18,557,010

6,389,306
14,947,895
2,000,610
104,187
81,250
(4,966,238)

70,385
6,500,000
2,160,000
(2,378,259)

Total
$

SANTE VERITAS THERAPEUTICS INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)
Year ended January 31, 2018
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 reevaluate 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:

Net loss for the year
Deficit
Working capital
2.

January 31, 2018
$

January 31, 2017
$

(4,966,238)

(2,378,259)
(3,336,374)
6,122,110

(8,302,612)
10,425,289

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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SANTE VERITAS THERAPEUTICS INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)
Year ended January 31, 2018
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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SANTE VERITAS THERAPEUTICS INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)
Year ended January 31, 2018
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:
x

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
x

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.
x

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:
x

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.

x

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.

x

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.

x

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 onbalance 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.
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6.

GST and other receivables
The Company’s taxes and other receivable include the following:
January 31,2018
$
8,537
277,577
286,114

Account receivable
GST/HST receivable

7.

January 31,2017
$
12
16,122
16,134

Deposits and prepaid expenses
The Company's deposits and prepaid expenses include the following:
January 31,2018
$
310,404
64,993
375,397

Deposits on fixed assets
Prepaid expenses

January 31,2017
$
107,872
107,872

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:
January 31,2018
$
1,811,798
25,000
54,109
15,006
1,905,913

Accounts payable
Accrued liabilities
Withholding taxes payable
Vacation pay payable

January 31,2017
$
89,572
1,500
91,072

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
Leasehold
improvements
$
Cost
As at January 31, 2016
Additions
As at Jan 31, 2017
Additions
Disposals
As at January 31, 2018

Cultivation Facility
Cultivation
Security
equipment
equipment
$
$

110,974
142,816
253,790
7,541,657
(351,391)
7,444,056

13,406
13,406
155,136
(13,406)
155,136

13

524,800
524,800

Total
$

Computers
$

124,380
142,816
267,196
8,221,593
(364,797)
8,123,992

10,661
10,661

SANTE VERITAS THERAPEUTICS INC.
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)
Year ended January 31, 2018
9.

Fixed assets (continued)

Leasehold
improvements

Cultivation Facility
Cultivation
Security
equipment
equipment

Total

Computers

Accumulated depreciation
As at January 31, 2017
and 2016
Depreciation

$

$

$

$

$

-

-

-

-

-

-

-

-

2,932

As at January 31, 2018

-

-

-

-

2,932

Cultivation Facility
Cultivation
Security
equipment
equipment

Leasehold
improvements
Net book value
As at January 31, 2016

Total

Computers

$

$

$

$

$

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:
x

1,666,666 shares issued through a private placement on February 8, 2017 at $0.06 a share for gross proceeds
of $100,000.

x

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:
x

$1,034,812 paid in commissions, legal and advisory fees, other costs and disbursements ($nil – 2017)

x

$215,272 recorded for 1,000,000 finder’s fee warrants ($180,000 for 2,999,998 shares – 2017).

x

$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

Balance, January 31, 2016
Issued during the year:
Balance, January 31, 2017

Number of
Warrants
3,000,000
3,000,000

Weighted Average
Exercise Price
$0.06
$0.06

Issued during the year:
Balance, January 31, 2018

14,993,268
17,993,268

$0.16
$0.14

Expiry Date
January 27, 2019
December 19, 2019,
October 20, 2020

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:
x

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.

x

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.

x

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

Balance, January 31, 2017 and 2016
Options granted during the year:
Balance, January 31, 2018

Number of Options
Outstanding
7,000,000
7,000,000

Number of Options
Exercisable
3,250,000
3,250,000

Weighted Average
Exercise Price
0.17
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 onetime 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
0.81% - 1.65%
124% - 131%
0.67 - 10 years

Risk-free interest rate
Dividend yield
Volatility
Expected life
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
$
$
Financial assets
Cash
Short term investment

1,791,310
10,000,000

-

Fair value at January 31, 2017
Level 1
Level 2
$
$
Financial assets
Cash

419,377
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Level 3
$
-

Level 3
$
-
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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.

Net loss before tax
Statutory tax rate
Expected income tax expense (recovery)
Non-deductible items
Change in deferred tax asset not recognized
Total income tax expense (recovery)

$

$

January 31
2018
(4,966,238)
13.50%
(670,442)
294,096
376,346
-

$

$

January 31
2017
(2,378,259)
13.50%
(321,065)
129,681
191,384
-

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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Income Taxes (continued)

Non-capital loss carry forwards
Net capital loss carry forwards
Fixed assets
Financing costs

$

Total unrecognized deductible temporary differences

$

January 31
2018
3,890,525
132,601
367,729
1,669,711
6,060,566

January 31
2017
1,115,525
1,122,482

$

$

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
2034
2035
2036
2037
2038

77,226
135,886
418,903
8,330
475,180
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:

Salaries and wages/ consulting fees
Shares issued for services and compensation (Note 10)
Warrants and options issued for services (Note 10)
Total

19

January 31, 2018

January 31, 2017

$
875,979

$
30,000

1,041,250

960,000

581,814

-

2,449,043

990,000
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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:
x
x
x
x
x
x
x

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:

Less than 1 year

$

2018
180,000

1 - 5 years

720,000

More than 5 years

862,500
$

20

1,762,500

SANTE VERITAS THERAPEUTICS INC.
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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
Subscription receivable
Funds held in trust (Note 5)
Taxes and other receivable
Prepaid expense & deposits

$

Production facilities (Note 6)
Equipment & fixtures (Note 6)
TOTAL ASSETS

419,377
12,000
5,688,000
16,134
107,872
6,243,383

$

253,790
13,406

9,359
587
760
10,706
110,974
13,406

$

6,510,579

$

135,086

$

91,072
30,201

$

42,720
21,981

LIABILITIES
CURRENT
Accounts payable and accrued liabilities
Due to related parties

121,273

64,701

SHAREHOLDERS' EQUITY
Share Capital (Note 7)
Contributed Surplus
Deficit

TOTAL LIABILITIES AND SHAREHOLDERS’
EQUITY

9,378,491
347,189
(3,336,374)
6,389,306

$

6,510,579

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.

792,512
235,988
(958,115)
70,385

$

135,086

SANTE VERITAS THERAPEUTICS INC.
STATEMENTS OF NET LOSS AND COMPREHENSIVE LOSS
(Expressed in Canadian Dollars)

For the years ended
OPERATING EXPENSES
Marketing and business development costs
Legal and audit
Consulting fees
Rent and utilities
Communication costs
Facility repairs and maintenance
Premises insurance
General office expenses, bank charges
Stock-based compensation
Travel and accommodation

January 31, 2017

$

OTHER INCOME
Interest income

20,000
37,333
90,000
44,717
2,221
3,434
3,450
4,559
2,160,000
12,779
2,378,493

January 31, 2016
(Unaudited)

$

(234)

200
158
7,625
362
8,345

(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

The accompanying notes are an integral part of these financial statements.

18,195,000

SANTE VERITAS THERAPEUTICS INC.
STATEMENTS OF CASH FLOWS
(Expressed in Canadian Dollars)

For the years ended

January 31, 2017

January 31, 2016
(Unaudited)

Cash flows from (used in) operating activities
Net loss for the year
Items not affecting cash:
Share-based payments
Services settled with shares

$

(2,378,259)

$

(8,330)

2,160,000
37,180

-

Changes in non-cash working capital items:
Taxes and other receivable
Prepaid expense & deposits
Due to related parties
Accounts payable and accrued liabilities

(15,547)
(107,112)
8,220
48,352

7,618
21,981
13,825

Net cash from (used in) operating activities

(247,166)

35,094

Cash flows from (used in) investing activities
Deferred development costs
Net cash (used in) investing activities

(142,816)
(142,816)

(31,902)
(31,902)

Cash flows from financing activities
Proceeds from private placements, net of
issuance costs

800,000

-

800,000

-

410,018

3,192

9,359

6,167

Net cash from financing activities
Increase in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$

419,377

$

The accompanying notes are an integral part of these financial statements.

9,359

(291,201)

-

-

(111,201)

(180,000)

-

-

-

-

Share Issuance
Costs

347,189

-

-

111,201

-

-

-

235,988

235,988
-

Contributed
Surplus

The accompanying notes are an integral part of these financial statements

9,669,692

165,900,121

Balance, January 31, 2017

-

-

Net loss and comprehensive loss for the year

2,160,000

-

180,000

6,500,000

36,000,000

-

2,999,998

108,333,323

37,180

Shares issued for services @ $0.06 per share

Broker`s warrant issued

Shares issued for finder’s fee @ $0.06 per share

Shares issued for private placement @ $0.06 per share

371,800

792,512

18,195,000

Balance, January 31, 2016 (unaudited)

Shares issued for services @ $0.10 per share

792,512
-

18,195,000
-

Share Capital

Balance, January 31, 2015 (unaudited)
Net loss and comprehensive loss for the year

Number of
Shares

(Expressed in Canadian Dollars)
For the year ended January 31, 2017

STATEMENT OF CHANGES IN EQUITY

SANTE VERITAS THERAPEUTICS INC.

(3,336,374)

(2,378,259)

-

-

-

-

(958,115)

(949,785)
(8,330)

Deficit

6,389,306

(2,378,259)

2,160,000

-

-

6,500,000

37,180

70,385

78,715
(8,330)

Total

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 reevaluate 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:

Net loss for the year
Deficit
Working capital (deficit)
2.

$
$
$

January 31,
2017
(2,378,259)
(3,336,374)
6,122,110

$
$
$

January 31, 2016
(unaudited)
(8,330)
(958,115)
(53,995)

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 sharebased 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
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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
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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
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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
x

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.
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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.
x

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.
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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
Opening balance
Additions during the year
Ending balance

$ 13,406
$ 13,406

January 31, 2016
(unaudited)
$ 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:

Balance, January 31, 2016 and 2015
Issued during the year
Balance, January 31, 2017

Number of Warrants
3,000,000
3,000,000

Weighted Average
Exercise Price
$
0.06
$ 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
0.82%
122.76%
2 years

Risk-free interest rate
Dividend yield
Volatility
Expected life
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).

Financial assets
Cash and cash equivalents

Level 1
$
419,377

Fair value at January 31, 2017
Level 2
Level 3
$
$
-
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8. Financial Instruments – continued
b)

Fair value hierarchy - continued

Financial assets
Cash and cash equivalents
c)

Fair value at January 31, 2016 (unaudited)
Level 1
Level 2
Level 3
$
$
$
9,359
-

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:

January 31
2017
Net loss before tax
Statutory tax rate
Expected income tax expense (recovery)
Non-deductible items
Change in deferred tax asset not recognized
Total income tax expense (recovery)

$

(2,378,259)
13.50%
(321,065)
129,681
191,384
-

$

January 31
2016
(unaudited)
(8,330)
13.50%
(1,125)
1,125
-

$

$

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:

January 31
2017
Non-capital loss carryforwards
Financing costs
Total unrecognized deductible temporary differences

$
$

1,115,524
1,122,482
2,238,006

$
$

January 31
2016
(unaudited)
640,345
640,345

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:

Expiry
2033
2034
2035
2036
2037
Total

$

Total
77,226
135,886
418,903
8,330
475,179
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
Share-based compensation

$

30,000
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.

SANTE VERITAS THERAPEUTICS INC.
NOTES TO THE FINANCIAL STATEMENTS
(Expressed in Canadian Dollars)

For the year ended January 31, 2017
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:
x
x

x
x
x

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 $0.125 per share on March
31, 2018.
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&DVK)ORZVIURP2SHUDWLQJ$FWLYLWLHV
1HWORVV
$GMXVWPHQWVWRUHFRQFLOHQHWORVVWRQHWFDVK
XVHGLQRSHUDWLQJDFWLYLWLHV
6WRFNEDVHGFRPSHQVDWLRQHPSOR\HHV
'HSUHFLDWLRQDQGDPRUWL]DWLRQ
3URYLVLRQIRUGHIHUUHGLQFRPHWD[HV
&KDQJHLQRSHUDWLQJDVVHWVDQGOLDELOLWLHV
$FFRXQWVUHFHLYDEOH
3UHSDLGH[SHQVHV

1HWFDVKXVHGLQRSHUDWLQJDFWLYLWLHV
&DVK)ORZVIURP,QYHVWLQJ$FWLYLWLHV
3XUFKDVHVRISURSHUW\DQGHTXLSPHQW
6WRFNKROGHUDGYDQFH




1HWFDVKXVHGLQLQYHVWLQJDFWLYLWLHV
&DVK)ORZVIURP)LQDQFLQJ$FWLYLWLHV
5HSXUFKDVHRIFRPPRQVWRFN
3URFHHGVIURPH[HUFLVHRIVWRFNRSWLRQV
&DSLWDOFRQWULEXWLRQV
1HWFDVKSURYLGHGE\ XVHGLQ ILQDQFLQJDFWLYLWLHV

7KHDFFRPSDQ\LQJQRWHVDUHDQLQWHJUDOSDUWRIWKHVHILQDQFLDOVWDWHPHQWV




%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
)RUWKH7KUHHDQG6L[0RQWKV(QGHG-XQH
([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV

1DWXUHRI2SHUDWLRQV

%DNHU7HFKQRORJLHV,QF WKH´&RPSDQ\µ ZDVRUJDQL]HGDVDOLPLWHGOLDELOLW\FRPSDQ\RQ
6HSWHPEHULQWKH6WDWHRI&RORUDGRLQFRUSRUDWHGRQ-XO\LQWKH6WDWHRI'HODZDUH
DQGLVKHDGTXDUWHUHGDW%ODNH6WUHHW'HQYHU&RORUDGR7KH&RPSDQ\KHOSVGLVSHQVDULHVJURZ
WKHLUEUDQGDQGEXLOGUHODWLRQVKLSVZLWKWKHLUFXVWRPHUVWKURXJKDYDULHW\RISURGXFWVLQFOXGLQJ
RQOLQHRUGHULQJFXVWRPHUOR\DOW\FXVWRPHUPHVVDJLQJDQGDQDO\WLFV7KHLQGXVWU\OHDGLQJ&50
SODWIRUPLVWKHJRWRVROXWLRQIRURYHUGLVSHQVDU\OLFHQVHVDFURVVWKH8QLWHG6WDWHVRI$PHULFD
WKH´86µ DQG&DQDGDDVRI$XJXVW

6WDWHPHQWRI&RPSOLDQFH

7KHILQDQFLDOVWDWHPHQWVKDYHEHHQSUHSDUHGLQDFFRUGDQFHZLWK,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ
6WDQGDUGV ´,)56µ DVLVVXHGE\WKH,QWHUQDWLRQDO$FFRXQWLQJ6WDQGDUGV%RDUG ´,$6%µ DQG
LQWHUSUHWDWLRQVRIWKH,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ,QWHUSUHWDWLRQ&RPPLWWHH ´,)5,&µ 

7KH&RPSDQ\·V%RDUGRI'LUHFWRUVDXWKRUL]HGWKHILQDQFLDOVWDWHPHQWVRQ$XJXVW

%DVLVRI3UHVHQWDWLRQ

7KHILQDQFLDOVWDWHPHQWVKDYHEHHQSUHSDUHGRQDQDFFUXDOEDVLVDQGDUHRQDKLVWRULFDOFRVWEDVLV
H[FHSWIRUFHUWDLQILQDQFLDOLQVWUXPHQWVZKLFKDUHDWIDLUYDOXH7KHILQDQFLDOVWDWHPHQWVDUH
SUHVHQWHGLQ86GROODUVZKLFKLVDOVRWKH&RPSDQ\·VIXQFWLRQDOFXUUHQF\

8VHRI(VWLPDWHVDQG-XGJHPHQWV

7KHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVUHTXLUHVPDQDJHPHQWWRPDNHHVWLPDWHVDQGDVVXPSWLRQV
WKDWDIIHFWWKHUHSRUWHGDPRXQWVRIDVVHWVDQGOLDELOLWLHVDQGGLVFORVXUHRIFRQWLQJHQWDVVHWVDQG
OLDELOLWLHVDWWKHGDWHRIWKHILQDQFLDOVWDWHPHQWVDQGWKHUHSRUWHGDPRXQWVRIUHYHQXHVDQGH[SHQVHV
GXULQJWKHUHSRUWLQJSHULRG$FWXDOUHVXOWVFRXOGGLIIHUIURPWKRVHHVWLPDWHV6LJQLILFDQWDUHDVRI
HVWLPDWLRQXQFHUWDLQW\DQGMXGJHPHQWFRQVLGHUHGE\PDQDJHPHQWLQFOXGH

x 7KHH[SHFWHGFOLHQWWHQXUHUHODWLYHWRDSDUWLFXODUVRIWZDUHOLFHQVHIRUSXUSRVHVRI
UHFRJQL]LQJUHYHQXHIURPXSIURQWVHWXSIHHVDQGDPRUWL]LQJGHIHUUHGFRQWUDFWFRVWV
x 7KHLQSXWVXVHGLQDVVHVVLQJWKHUHFRYHUDELOLW\RIGHIHUUHGLQFRPHWD[DVVHWVWRWKHH[WHQW
WKDWWKHGHGXFWLEOHWHPSRUDU\GLIIHUHQFHVZLOOUHYHUVHLQWKHIRUHVHHDEOHIXWXUHDQGWKDWWKH
&RPSDQ\ZLOOKDYHIXWXUHWD[DEOHLQFRPH
x 7KHLQSXWVLQDFFRXQWLQJIRUVWRFNEDVHGFRPSHQVDWLRQXVLQJWKH%ODFN6FKROHVPRGHO
LQFOXGLQJVWRFNSULFHYRODWLOLW\H[SHFWHGWHUPULVNIUHHLQWHUHVWUDWHVDQGIRUIHLWXUHUDWHV
x -XGJPHQWLQGHILQLQJDFDVKJHQHUDWLQJXQLWHVWLPDWLQJXVHIXOOLYHVGHWHUPLQLQJLQGLFDWRUV
RILPSDLUPHQWDQGHVWLPDWLQJLPSDLUPHQWORVVHVUHODWHGWRLQWDQJLEOHDQGRWKHUORQJOLYHG
DVVHWV



%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
)RUWKH7KUHHDQG6L[0RQWKV(QGHG-XQH
([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV &RQWLQXHG 

5HYHQXH5HFRJQLWLRQ&RQWUDFW$VVHWVDQG&RQWUDFW/LDELOLWLHV

7KH&RPSDQ\GHULYHVLWVUHYHQXHVIURPVRIWZDUHDVDVHUYLFHFRQWUDFWVFRQWDLQLQJPXOWLSOH
GHOLYHUDEOHVLQFOXGLQJOLFHQVHIHHVVHWXSIHHVDQGXVDJHW\SHIHHV7KHWUDQVDFWLRQSULFHLVDOORFDWHG
WRWKHVHSDUDWHSHUIRUPDQFHREOLJDWLRQVEDVHGRQUHODWLYHVWDQGDORQHVHOOLQJSULFHV5HYHQXHIURP
OLFHQVHDQGVHWXSIHHVQHWRIGLVFRXQWVDUHUHFRJQL]HGUDWDEO\RYHUWKHSHULRGWKHFXVWRPHUH[SHFWV
WRDFFHVVWKHXQGHUO\LQJLQWHOOHFWXDOSURSHUW\LQFOXGLQJDQWLFLSDWHGUHQHZDOSHULRGV7KH&RPSDQ\
KDVHVWLPDWHGWKLVSHULRGWREHWKUHH\HDUV5HYHQXHIURPXVDJHW\SHIHHVLVUHFRJQL]HGZKHQWKH
FXVWRPHUREWDLQVFRQWURORIWKHXQGHUO\LQJDVVHWDQGDVVXPHVWKHULVNVDQGUHZDUGVRIRZQHUVKLS
7KH&RPSDQ\SUHVHQWVUHYHQXHVQHWRIVDOHVUHODWHGWD[HV

7KHWLPLQJRIUHYHQXHUHFRJQLWLRQELOOLQJVDQGFDVKFROOHFWLRQVUHVXOWVLQUHFHLYDEOHVFRQWUDFWDVVHWV
DQGFRQWUDFWOLDELOLWLHV$FRQWUDFWDVVHWDULVHVZKHQWKH&RPSDQ\SHUIRUPVDVHUYLFHLQDGYDQFHRI
UHFHLYLQJFRQVLGHUDWLRQIURPWKHFXVWRPHU+RZHYHUWKH&RPSDQ\VRPHWLPHVUHFHLYHVDGYDQFHVRU
GHSRVLWVIURPFXVWRPHUVEHIRUHUHYHQXHLVUHFRJQL]HGUHVXOWLQJLQFRQWUDFWOLDELOLWLHV$FFRXQWV
UHFHLYDEOHDUHUHFRUGHGZKHQWKHULJKWWRFRQVLGHUDWLRQEHFRPHVXQFRQGLWLRQDODQGDUHSUHVHQWHG
VHSDUDWHO\LQWKH6WDWHPHQWVRI)LQDQFLDO3RVLWLRQ&RQWUDFWDVVHWVDQGFRQWUDFWOLDELOLWLHVLIDQ\DUH
LQFOXGHGLQRWKHUDVVHWVDQGGHIHUUHGUHYHQXHUHVSHFWLYHO\LQWKH6WDWHPHQWVRI)LQDQFLDO3RVLWLRQ

7KH&RPSDQ\FDUULHVLWVDFFRXQWVUHFHLYDEOHDWLQYRLFHGDPRXQWVOHVVDQDOORZDQFHIRUGRXEWIXO
DFFRXQWV2QDSHULRGLFEDVLVWKH&RPSDQ\HYDOXDWHVLWVDFFRXQWVUHFHLYDEOHDQGHVWDEOLVKHVDQ
DOORZDQFHIRUGRXEWIXODFFRXQWVEDVHGRQKLVWRU\RISDVWZULWHRIIVDQGFROOHFWLRQVDQGFXUUHQW
FUHGLWFRQGLWLRQV0DQDJHPHQWKDVHVWDEOLVKHGDQDOORZDQFHIRUGRXEWIXODFFRXQWVRIDQG
DVRI-XQHDQG'HFHPEHUUHVSHFWLYHO\7KH&RPSDQ\·VSROLF\LVQRWWR
DFFUXHLQWHUHVWRQSDVWGXHWUDGHUHFHLYDEOHV

&HUWDLQGLUHFWFRVWVUHODWHGWRREWDLQLQJRUIXOILOOLQJWKHFRQWUDFWVDUHDOVRFDSLWDOL]HGDQGDPRUWL]HG
UDWDEO\RYHUWKHH[SHFWHGFXVWRPHUWHQXUHXQOHVVWKHDPRUWL]DWLRQSHULRGLVH[SHFWHGWREHOHVV
WKDQRQH\HDU

3URSHUW\DQG(TXLSPHQW

3URSHUW\DQGHTXLSPHQWLVFDUULHGDWFRVWDQGLQFOXGHVH[SHQGLWXUHVIRUQHZDGGLWLRQVDQGWKRVH
ZKLFKVXEVWDQWLDOO\LQFUHDVHWKHXVHIXOOLYHVRIH[LVWLQJDVVHWV7KH&RPSDQ\UHYLHZVUHVLGXDOYDOXHV
DQGXVHIXOOLYHVDQQXDOO\,IDQLWHPRISURSHUW\DQGHTXLSPHQWLVFRPSULVHGRIPDMRUFRPSRQHQWV
ZLWKGLIIHUHQWXVHIXOOLYHVWKHFRPSRQHQWVDUHDFFRXQWHGIRUDVVHSDUDWHLWHPVDQGGHSUHFLDWHG
VHSDUDWHO\'HSUHFLDWLRQLVFRPSXWHGE\XVHRIWKHVWUDLJKWOLQHPHWKRG'HSUHFLDEOHOLYHVJHQHUDOO\
UDQJHIURPWKUHHWRVHYHQ\HDUV

([SHQGLWXUHVIRUQRUPDOUHSDLUVDQGPDLQWHQDQFHDUHFKDUJHGWRRSHUDWLRQVDVLQFXUUHG7KHFRVWRI
SURSHUW\RUHTXLSPHQWUHWLUHGRURWKHUZLVHGLVSRVHGRIDQGWKHUHODWHGDFFXPXODWHGGHSUHFLDWLRQ
DUHUHPRYHGIURPWKHDFFRXQWVLQWKH\HDURIGLVSRVDOZLWKWKHUHVXOWLQJJDLQRUORVVUHIOHFWHGLQ
HDUQLQJV



%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
)RUWKH7KUHHDQG6L[0RQWKV(QGHG-XQH
([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV &RQWLQXHG 

&DSLWDOL]HG6RIWZDUH'HYHORSPHQW

7KHFRVWVLQFXUUHGLQGHVLJQLQJDQGGHYHORSLQJFRPSXWHUVRIWZDUHSURGXFWVDUHH[SHQVHGDV
UHVHDUFKDQGGHYHORSPHQWXQWLOWHFKQRORJLFDOIHDVLELOLW\KDVEHHQHVWDEOLVKHG7HFKQRORJLFDO
IHDVLELOLW\LVHVWDEOLVKHGXSRQFRPSOHWLRQRIDGHWDLOHGSURJUDPGHVLJQRUFRPSOHWLRQRIDZRUNLQJ
PRGHO8SRQDFKLHYHPHQWRIWHFKQRORJLFDOIHDVLELOLW\VRIWZDUHSURGXFWLRQFRVWVDUHFDSLWDOL]HGXQWLO
WKHSURGXFWLVDYDLODEOHIRUJHQHUDOUHOHDVHWRFXVWRPHUVDQGVXEVHTXHQWO\UHSRUWHGDWWKHORZHURI
XQDPRUWL]HGFRVWRUQHWUHDOL]DEOHYDOXH6LJQLILFDQWMXGJPHQWLVUHTXLUHGLQGHWHUPLQLQJZKHQ
WHFKQRORJLFDOIHDVLELOLW\LVHVWDEOLVKHG$QQXDODPRUWL]DWLRQH[SHQVHIRUFDSLWDOL]HGVRIWZDUH
GHYHORSPHQWFRVWLVFRPSXWHGE\WKHVWUDLJKWOLQHPHWKRGRYHUWKHHVWLPDWHGXVHIXOOLIH&RVWVRI
SURGXFWPDLQWHQDQFHDQGFXVWRPHUVXSSRUWDUHFKDUJHGWRH[SHQVHDVLQFXUUHG

7KHVRIWZDUHSURGXFWFXUUHQWO\OLFHQVHGWRFXVWRPHUVZDVGHYHORSHGE\WKHIRXQGLQJPHPEHUVSULRU
WRWKH&RPSDQ\·VLQFHSWLRQDQGWKHUHIRUHQRDPRXQWVKDYHEHHQFDSLWDOL]HGDVRI-XQH
DQG'HFHPEHU

/RQJOLYHG$VVHWV

/RQJOLYHGDVVHWVWREHKHOGDQGXVHGDUHWHVWHGIRUUHFRYHUDELOLW\DQQXDOO\DQGZKHQHYHUHYHQWVRU
FKDQJHVLQFLUFXPVWDQFHVLQGLFDWHWKHUHODWHGFDUU\LQJDPRXQWPD\QRWEHUHFRYHUDEOH7KH
UHFRYHUDEOHDPRXQWLVWKHKLJKHURIWKHDVVHW·VIDLUYDOXHOHVVFRVWVRIGLVSRVDORUWKHDVVHW·VYDOXHLQ
XVH)DLUYDOXHOHVVFRVWVRIGLVSRVDOUHSUHVHQWVWKHSULFHWKDWZRXOGEHUHFHLYHGWRVHOODQDVVHWRU
SDLGWRWUDQVIHUDOLDELOLW\LQDQRUGHUO\WUDQVDFWLRQEHWZHHQPDUNHWSDUWLFLSDQWVDWWKHPHDVXUHPHQW
GDWHOHVVFRVWVRIGLVSRVDO9DOXHLQXVHUHSUHVHQWVHQWLW\VSHFLILFRUFDVKJHQHUDWLQJXQLWVSHFLILF
IXWXUHSUHWD[FDVKIORZVGLVFRXQWHGWRSUHVHQWYDOXHE\XVLQJDSUHWD[PDUNHWGHWHUPLQHGUDWHWKDW
UHIOHFWVWKHFXUUHQWDVVHVVPHQWRIWKHWLPHYDOXHRIPRQH\DQGWKHULVNVVSHFLILFWRWKHDVVHWRUFDVK
JHQHUDWLQJXQLWIRUZKLFKWKHFDVKIORZHVWLPDWHVKDYHQRWEHHQDGMXVWHG$QLPSDLUPHQWORVVRUDQ\
UHYHUVDORIDSUHYLRXVO\UHFRJQL]HGLPSDLUPHQWORVV RWKHUWKDQWKRVHRIJRRGZLOO LVUHFRJQL]HG
LPPHGLDWHO\ZLWKLQWKH&RPSDQ\·V6WDWHPHQWVRI/RVV

*RRGZLOODQG2WKHU,QWDQJLEOH$VVHWV

*RRGZLOOLVDOORFDWHGWRDFDVKJHQHUDWLQJXQLWZKLFKLVWKHVPDOOHVWLGHQWLILDEOHJURXSRIDVVHWVWKDW
JHQHUDWHVFDVKLQIORZVODUJHO\LQGHSHQGHQWO\RIRWKHUDVVHWVRUJURXSVRIDVVHWV

*RRGZLOODQGRWKHULQWDQJLEOHDVVHWVDUHDVVHVVHGIRULPSDLUPHQWDWOHDVWDQQXDOO\DQGPRUH
IUHTXHQWO\DVWULJJHULQJHYHQWVPD\RFFXU,QPDNLQJWKLVDVVHVVPHQWPDQDJHPHQWUHOLHVRQD
QXPEHURIIDFWRUVLQFOXGLQJRSHUDWLQJUHVXOWVEXVLQHVVSODQVHFRQRPLFSURMHFWLRQVDQWLFLSDWHG
IXWXUHFDVKIORZVDQGWUDQVDFWLRQVDQGPDUNHWSODFHGDWD$Q\LPSDLUPHQWORVVHVGHWHUPLQHGWRH[LVW
DUHUHFRUGHGLQWKHSHULRGWKHGHWHUPLQDWLRQLVPDGH7KHUHDUHLQKHUHQWXQFHUWDLQWLHVUHODWHGWR
WKHVHIDFWRUVDQGPDQDJHPHQW VMXGJPHQWLVLQYROYHGLQSHUIRUPLQJJRRGZLOODQGRWKHULQWDQJLEOH
DVVHWVYDOXDWLRQDQDO\VHVWKXVWKHUHLVULVNWKDWWKHFDUU\LQJYDOXHRIJRRGZLOODQGRWKHULQWDQJLEOH
DVVHWVPD\EHRYHUVWDWHGRUXQGHUVWDWHG



%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
)RUWKH7KUHHDQG6L[0RQWKV(QGHG-XQH
([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV &RQWLQXHG 

*RRGZLOODQG2WKHU,QWDQJLEOH$VVHWV &RQWLQXHG 

7KH&RPSDQ\KDVHOHFWHGWRSHUIRUPWKHDQQXDOLPSDLUPHQWDVVHVVPHQWRIUHFRUGHGJRRGZLOODQG
RWKHULQWDQJLEOHDVVHWVDVRIWKHHQGRIWKH&RPSDQ\·VILVFDO\HDU7KHUHVXOWVRIWKLVDQQXDO
LPSDLUPHQWDVVHVVPHQWLQGLFDWHGWKDWWKHIDLUYDOXHRIWKHUHSRUWLQJXQLWDVRI'HFHPEHU
H[FHHGHGWKHFDUU\LQJRUERRNYDOXHLQFOXGLQJJRRGZLOODQGRWKHULQWDQJLEOHDVVHWVDQGWKHUHIRUH
UHFRUGHGJRRGZLOODQGRWKHULQWDQJLEOHDVVHWVZHUHQRWVXEMHFWWRLPSDLUPHQW

,QFRPH7D[HV

,QFRPHWD[HVIRUFRUSRUDWLRQVDUHSURYLGHGIRUWKHWD[HIIHFWVRIWUDQVDFWLRQVUHSRUWHGLQWKH
ILQDQFLDOVWDWHPHQWVDQGFRQVLVWRIWD[HVFXUUHQWO\GXHSOXVGHIHUUHGWD[HV'HIHUUHGWD[HVDUH
UHFRJQL]HGIRUWKHGLIIHUHQFHVEHWZHHQWKHEDVLVRIDVVHWVDQGOLDELOLWLHVIRUILQDQFLDOVWDWHPHQWDQG
LQFRPHWD[SXUSRVHV7KRVHGLIIHUHQFHVUHODWHSULPDULO\WRIL[HGDVVHWV XVHRIGLIIHUHQWGHSUHFLDWLRQ
PHWKRGVDQGOLYHVIRUILQDQFLDOVWDWHPHQWDQGLQFRPHWD[SXUSRVHV DQGFHUWDLQDFFUXHGOLDELOLWLHV
XVHRIDFFUXDOPHWKRGIRUILQDQFLDOVWDWHPHQWSXUSRVHVDQGFDVKPHWKRGIRULQFRPHWD[SXUSRVHV 
7KHGHIHUUHGWD[DVVHWVDQGOLDELOLWLHVUHSUHVHQWWKHIXWXUHWD[FRQVHTXHQFHVRIWKRVHGLIIHUHQFHV
ZKLFKZLOOHLWKHUEHWD[DEOHRUGHGXFWLEOHZKHQWKHDVVHWVDQGOLDELOLWLHVDUHUHFRYHUHGRUVHWWOHG
'HIHUUHGWD[HVDUHDOVRUHFRJQL]HGIRUDQ\RSHUDWLQJORVVFDUU\IRUZDUGVFKDULWDEOHFRQWULEXWLRQ
FDUU\IRUZDUGVDQGWD[FUHGLWFDUU\IRUZDUGVWKDWDUHDYDLODEOHWRRIIVHWIXWXUHLQFRPHWD[HV$GHIHUUHG
WD[DVVHWLVUHFRJQL]HGRQO\WRWKHH[WHQWWKDWLWLVSUREDEOHWKDWIXWXUHWD[DEOHSURILWVZLOOEH
DYDLODEOHDJDLQVWZKLFKWKHDVVHWFDQEHXWLOL]HG

6WRFNEDVHG&RPSHQVDWLRQ

&RPSHQVDWLRQFRVWIRUHPSOR\HHVWRFNRSWLRQVRUVLPLODUHTXLW\LQVWUXPHQWVOHVVH[SHFWHG
IRUIHLWXUHVEDVHGXSRQDKLVWRULFDOWUHQGDQDO\VLVLVPHDVXUHGDWIDLUYDOXHRQWKHJUDQWGDWHRIWKH
DZDUGDQGUHFRJQL]HGRQDVWUDLJKWOLQHEDVLVRYHUWKHUHTXLVLWHVHUYLFHSHULRGZKLFKLVW\SLFDOO\WKH
YHVWLQJSHULRG7KH&RPSDQ\XVHVWKH%ODFN6FKROHVRSWLRQSULFLQJPRGHOWRFDOFXODWHWKHIDLUYDOXH
RIWKHDZDUGV7KH%ODFN6FKROHVPRGHOUHTXLUHVHVWLPDWHVIRUVWRFNSULFHYRODWLOLW\H[SHFWHGWHUP
DQGULVNIUHHLQWHUHVWUDWHV7KHSHULRGRIKLVWRULFDOYRODWLOLW\XVHGWRGHULYHWKHFRPSXWHGYRODWLOLW\LV
WKHVDPHDVWKHH[SHFWHGOLIHRIWKHRSWLRQ&KDQJHVLQWKHVHHVWLPDWHVFRXOGLPSDFWH[SHQVH
UHFRJQLWLRQIRUIXWXUHDZDUGV

$GYHUWLVLQJ

7KH&RPSDQ\FKDUJHVDGYHUWLVLQJFRVWVWRH[SHQVHDVLQFXUUHG





%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
)RUWKH7KUHHDQG6L[0RQWKV(QGHG-XQH
([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV &RQWLQXHG 

(DUQLQJV /RVV SHU6KDUH

7KH&RPSDQ\SUHVHQWVEDVLFDQGGLOXWHGHDUQLQJV ORVV SHUVKDUH ´(36µ GDWDIRULWVVKDUHVRI
FRPPRQVWRFN%DVLF(36LVFDOFXODWHGE\GLYLGLQJWKHSURILWRUORVVDWWULEXWDEOHWRFRPPRQ
VWRFNKROGHUVRIWKH&RPSDQ\E\WKHZHLJKWHGDYHUDJHQXPEHURIVKDUHVRXWVWDQGLQJGXULQJWKH
\HDU'LOXWHG(36LVFDOFXODWHGE\DGMXVWLQJWKHSURILWRUORVVDWWULEXWDEOHWRFRPPRQVWRFNKROGHUV
DQGWKHZHLJKWHGDYHUDJHQXPEHURIVKDUHVRXWVWDQGLQJIRUWKHHIIHFWVRIDOOGLOXWLYHSRWHQWLDO
VKDUHVRIFRPPRQVWRFNZKLFKLQFOXGHVJUDQWHGVWRFNRSWLRQV WUHDVXU\VWRFNPHWKRG DQG
FRQYHUVLRQIHDWXUHVIRUQRWHVSD\DEOHDQGSUHIHUUHGVWRFN LIFRQYHUWHGPHWKRG +RZHYHUWKH
FRPSXWDWLRQRIGLOXWHG(36VKDOOQRWDVVXPHFRQYHUVLRQH[HUFLVHRUFRQWLQJHQWLVVXDQFHRIVHFXULWLHV
WKDWZRXOGKDYHDQDQWLGLOXWLYHHIIHFWRQ(36

&DVKDQG&DVK(TXLYDOHQWV

)RUSXUSRVHVRIWKH6WDWHPHQWVRI&DVK)ORZVWKH&RPSDQ\FRQVLGHUVDOOKLJKO\OLTXLGLQVWUXPHQWV
WKDWDUHSXUFKDVHGZLWKLQWKUHHPRQWKVRUOHVVRIDQLQVWUXPHQWVPDWXULW\GDWHWREHFDVK
HTXLYDOHQWV

)LQDQFLDO,QVWUXPHQWV

)LQDQFLDOLQVWUXPHQWVDUHFODVVLILHGLQWRFDWHJRULHVLQFOXGLQJIDLUYDOXHWKURXJKSURILWRUORVVORDQV
DQGUHFHLYDEOHVKHOGWRPDWXULW\LQYHVWPHQWVDYDLODEOHIRUVDOHLQYHVWPHQWVDQGRWKHUOLDELOLWLHV
)LQDQFLDOLQVWUXPHQWVDUHUHFRJQL]HGRQWKHFRQWUDFWGDWHDQGLQLWLDOO\PHDVXUHGDWIDLUYDOXH7KHLU
VXEVHTXHQWPHDVXUHPHQWGHSHQGVRQWKHLUFODVVLILFDWLRQ$VRI-XQHDQG'HFHPEHU
DOORIWKH&RPSDQ\·VILQDQFLDOLQVWUXPHQWVZHUHFODVVLILHGDVHLWKHUORDQVDQGUHFHLYDEOHVRU
RWKHUOLDELOLWLHV/RDQVDQGUHFHLYDEOHVDUHQRQGHULYDWLYHILQDQFLDODVVHWVZLWKIL[HGRUGHWHUPLQDEOH
SD\PHQWVWKDWDUHQRWTXRWHGLQDQDFWLYHPDUNHW2WKHUOLDELOLWLHVUHSUHVHQWXQVHFXUHGOLDELOLWLHVIRU
JRRGVDQGVHUYLFHVSURYLGHGWRWKH&RPSDQ\SULRUWRWKHHQGRIWKHILQDQFLDO\HDUZKLFKDUHXQSDLG
%RWKRIWKHVHFODVVLILFDWLRQVDUHFDUULHGDWDPRUWL]HGFRVWXVLQJWKHHIIHFWLYHLQWHUHVWPHWKRGDQGQRW
UHYDOXHGH[FHSWIRUFKDQJHVLQH[FKDQJHUDWHVDQGIRUHFDVWFRQWUDFWXDOFDVKIORZVZKLFKDUH
LQFOXGHGLQWKH6WDWHPHQWVRI/RVV)LQDQFLDOLQVWUXPHQWVDUHGHUHFRJQL]HGRQH[SLU\RUZKHQDOO
FRQWUDFWXDOULJKWVDQGREOLJDWLRQVDUHWUDQVIHUUHG

5HFHQWO\,VVXHG$FFRXQWLQJ3URQRXQFHPHQWV

,Q-XO\WKH,$6%LVVXHG,)56“Financial Instruments”ZKLFKUHYLVHGJXLGDQFHRQWKH
FODVVLILFDWLRQDQGPHDVXUHPHQWRIILQDQFLDOLQVWUXPHQWV,QDGGLWLRQWKHVWDQGDUGSURYLGHGDQHZ
H[SHFWHGFUHGLWORVVPRGHOIRUFDOFXODWLQJLPSDLUPHQWRQILQDQFLDODVVHWVDQGQHZJHQHUDOKHGJH
DFFRXQWLQJUHTXLUHPHQWV7KLVVWDQGDUGLVHIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJRQRUDIWHU
-DQXDU\7KH&RPSDQ\KDVDGRSWHGWKLVVWDQGDUGDQGWKHUHLVQRPDWHULDOHIIHFWWRWKH
ILQDQFLDOVWDWHPHQWV




%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
)RUWKH7KUHHDQG6L[0RQWKV(QGHG-XQH
([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV &RQWLQXHG 

5HFHQWO\,VVXHG$FFRXQWLQJ3URQRXQFHPHQWV &RQWLQXHG 

,Q-DQXDU\WKH,$6%LVVXHG,)56“Leases”7KHVWDQGDUGLQWURGXFHVDVLQJOHOHVVHHDFFRXQWLQJ
PRGHODQGUHTXLUHVDOHVVHHWRUHFRJQL]HDVVHWVDQGOLDELOLWLHVIRUDOOOHDVHVZLWKDWHUPRIPRUHWKDQ
PRQWKVXQOHVVWKHXQGHUO\LQJDVVHWLVRIORZYDOXH$OHVVHHLVUHTXLUHGWRUHFRJQL]HDULJKWRIXVH
DVVHWUHSUHVHQWLQJLWVULJKWWRXVHWKHXQGHUO\LQJOHDVHGDVVHWDQGDOHDVHOLDELOLW\UHSUHVHQWLQJLWV
REOLJDWLRQWRPDNHOHDVHSD\PHQWV7KLVVWDQGDUGLVHIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJRQRUDIWHU
-DQXDU\ZLWKHDUO\DGRSWLRQSHUPLWWHG.7KH&RPSDQ\LVFXUUHQWO\HYDOXDWLQJWKHHIIHFWRIWKLV
VWDQGDUG

,Q-XQHWKH,$6%DPHQGHG,)56“Share-Based Payment”WRDGGUHVV L FHUWDLQLVVXHVUHODWHG
WRWKHDFFRXQWLQJIRUFDVKVHWWOHGDZDUGVDQG LL WKHDFFRXQWLQJIRUHTXLW\VHWWOHGDZDUGVWKDW
LQFOXGHD´QHWVHWWOHPHQWµIHDWXUHZLWKUHVSHFWWRHPSOR\HHZLWKKROGLQJWD[HV7KLVDPHQGPHQWLV
HIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJRQRUDIWHU-DQXDU\7KH&RPSDQ\KDVDGRSWHGWKLV
VWDQGDUGDQGWKHUHLVQRPDWHULDOHIIHFWWRWKHILQDQFLDOVWDWHPHQWV





%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
)RUWKH7KUHHDQG6L[0RQWKV(QGHG-XQH
([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH%XVLQHVV$FTXLVLWLRQ

2Q1RYHPEHUWKH&RPSDQ\DFTXLUHGDOORIWKHXQLWVRI'HIHQGHU0DUNHWLQJ6HUYLFHV//&
'%$V*UDVVZRUNV'LJLWDO*UDVVZRUNV0HGLDDQG6LPSOH0DULMXDQD0HQX DQGLWVFXVWRPHUEDVHIRU
FRQVLGHUDWLRQRIVKDUHVRILWVFRPPRQVWRFNFDVKRIDQGRIUHYHQXHVGHULYHG
IURPDFTXLUHGVXEVFULSWLRQDJUHHPHQWVIRUDSHULRGRIRQH\HDUIURPWKHDFTXLVLWLRQGDWHHVWLPDWHG
WREH2QHWKLUGRIWKHFRQVLGHUDWLRQVKDUHVLVVXHGWRWKHVHOOHUVDUHVXEMHFWWRDYHVWLQJ
PLOHVWRQHRIWKH&RPSDQ\UHWDLQLQJRI'HIHQGHU0DUNLQJ6HUYLFHV//&·VFXVWRPHUVPRQWKV
DIWHUWKHFORVLQJGDWH$GGLWLRQDOO\WKHSDUWLHVDJUHHGWKDWWKHSXUFKDVHSULFHIRUWKHXQLWVLQFOXGLQJ
WKHDVVXPSWLRQRUWUDQVIHURIDQ\OLDELOLW\RI'HIHQGHU0DUNHWLQJ6HUYLFHV//&UHFRJQL]HGIRUWD[
SXUSRVHVVKDOOEHDOORFDWHGDPRQJWKHDVVHWVRIWKH'HIHQGHU0DUNHWLQJ6HUYLFHV//&LQDFFRUGDQFH
ZLWKWKHSULQFLSOHVRI6HFWLRQDQG6HFWLRQRIWKH,QWHUQDO5HYHQXH6HUYLFH&RGH7KH
IROORZLQJLVDFRQGHQVHGVWDWHPHQWRIILQDQFLDOSRVLWLRQGLVFORVLQJWKHDPRXQWDVVLJQHGWRHDFK
PDMRUDVVHWDQGOLDELOLW\FDSWLRQRI'HIHQGHU0DUNHWLQJ6HUYLFHV//&DWWKHDFTXLVLWLRQGDWH

$VVHWV
&DVK

$FFRXQWVUHFHLYDEOH

3UHSDLGH[SHQVHV
&XVWRPHUOLVW




*RRGZLOO



7RWDO$VVHWV



/LDELOLWLHV
$FFRXQWVSD\DEOH



$FFUXHGH[SHQVHV
'HIHUUHGUHYHQXH




7RWDO/LDELOLWLHV



1HW$VVHWV



&DVKFRQVLGHUDWLRQ



(VWLPDWHGHDUQRXWOLDELOLW\
)DLUYDOXHRIFRPPRQVWRFNFRQVLGHUDWLRQ












%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
)RUWKH7KUHHDQG6L[0RQWKV(QGHG-XQH
([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH&RQWUDFW$VVHWVDQG&RQWUDFW/LDELOLWLHV

&RQWUDFWDVVHWV OLDELOLWLHV DUHFRPSULVHGRIWKHIROORZLQJDW-XQHDQG'HFHPEHU




$FFRXQWVUHFHLYDEOHJURVV







'HIHUUHGFRQWUDFWFRVWV







'HIHUUHGUHYHQXH

 

 

  


7KHLQFUHDVHVZLWKLQDFFRXQWVUHFHLYDEOHDQGGHIHUUHGUHYHQXHZHUHSULPDULO\GXHWRQRUPDOWLPLQJ
GLIIHUHQFHVEHWZHHQWKH&RPSDQ\·VSHUIRUPDQFHDQGWKHFXVWRPHUV·SD\PHQWV+RZHYHULQ
DQGRIWKHLQFUHDVHLQDFFRXQWVUHFHLYDEOHDQGGHIHUUHGUHYHQXHUHVSHFWLYHO\ZHUH
WKHUHVXOWRIWKHEXVLQHVVFRPELQDWLRQ

)RUWKHWKUHHPRQWKVHQGHG-XQHDQGWKH&RPSDQ\UHFRJQL]HGUHYHQXHRI
DSSUR[LPDWHO\DQGUHVSHFWLYHO\IURPDPRXQWVWKDWZHUHLQFOXGHGLQGHIHUUHG
UHYHQXHDWWKHEHJLQQLQJRIWKHSHULRGV)RUWKHVL[PRQWKVHQGHG-XQHDQGWKH
&RPSDQ\UHFRJQL]HGUHYHQXHRIDSSUR[LPDWHO\DQGUHVSHFWLYHO\IURPDPRXQWV
WKDWZHUHLQFOXGHGLQGHIHUUHGUHYHQXHDWWKHEHJLQQLQJRIWKHSHULRGV

'HIHUUHGFRQWUDFWFRVWVSULPDULO\FRQVLVWRIVDOHVFRPPLVVLRQV)RUWKHWKUHHPRQWKVHQGHG-XQH
DQGWKH&RPSDQ\UHFRJQL]HGDPRUWL]DWLRQH[SHQVHRIDQGUHVSHFWLYHO\
DVDFRPSRQHQWRIVDODULHVDQGZDJHV)RUWKHVL[PRQWKVHQGHG-XQHDQGWKH
&RPSDQ\UHFRJQL]HGDPRUWL]DWLRQH[SHQVHRIDQGUHVSHFWLYHO\DVDFRPSRQHQWRI
VDODULHVDQGZDJHV1RLPSDLUPHQWORVVHVZHUHUHFRJQL]HGGXULQJWKHVHSHULRGV


1RWH3URSHUW\DQG(TXLSPHQW

3URSHUW\DQGHTXLSPHQWLVFRPSULVHGRIWKHIROORZLQJDW-XQHDQG'HFHPEHU




/HDVHKROGLPSURYHPHQWV





)XUQLWXUHDQGIL[WXUHV
&RPSXWHUHTXLSPHQW







$FFXPXODWHGGHSUHFLDWLRQ


 


 







%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
)RUWKH7KUHHDQG6L[0RQWKV(QGHG-XQH
([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH3URSHUW\DQG(TXLSPHQW &RQWLQXHG 

7KHSURYLVLRQIRUGHSUHFLDWLRQDPRXQWHGWRDQGIRUWKHWKUHHPRQWKVHQGHG-XQH
DQGUHVSHFWLYHO\7KHSURYLVLRQIRUGHSUHFLDWLRQDPRXQWHGWRDQGIRUWKH
VL[PRQWKVHQGHG-XQHDQGUHVSHFWLYHO\


1RWH*RRGZLOODQG2WKHU,QWDQJLEOH$VVHWV

$VSDUWRIWKHSXUFKDVHRI'HIHQGHU0DUNHWLQJ6HUYLFHV//&GXULQJWKH&RPSDQ\DFTXLUHG
LQWDQJLEOHDVVHWVRI2IWKDWDPRXQWKDVEHHQDVVLJQHGWRDFXVWRPHUOLVW
ZKLFKLVVXEMHFWWRSHULRGLFDPRUWL]DWLRQRYHUWKHZHLJKWHGDYHUDJHHVWLPDWHGXVHIXOOLIHRIWKUHH
\HDUV*RRGZLOORIZKLFKLVQRWVXEMHFWWRDPRUWL]DWLRQDURVHLQFRQQHFWLRQZLWKWKH
DFTXLVLWLRQ

7KHIROORZLQJWDEOHVHWVIRUWKWKHJURVVFDUU\LQJDPRXQWDQGDFFXPXODWHGDPRUWL]DWLRQRIWKH
&RPSDQ\·VDFTXLUHGFXVWRPHUOLVWDW-XQHDQGWKH\HDUHQGHG'HFHPEHU




&XVWRPHUOLVW
$FFXPXODWHGDPRUWL]DWLRQ


 


 






7KHSURYLVLRQIRUDPRUWL]DWLRQDPRXQWHGWRDQGIRUWKHWKUHHPRQWKVHQGHG-XQH
DQGUHVSHFWLYHO\7KHSURYLVLRQIRUDPRUWL]DWLRQDPRXQWHGWRDQGIRUWKHVL[
PRQWKVHQGHG-XQHDQGUHVSHFWLYHO\

$PRUWL]DWLRQH[SHQVHRQWKHFXVWRPHUOLVWIRUHDFKRIWKHQH[WWKUHH\HDUVLVDVIROORZV

7ZHOYH0RQWKV(QGLQJ-XQH
















%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
)RUWKH7KUHHDQG6L[0RQWKV(QGHG-XQH
([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH,QFRPH7D[HV

7KHUHFRQFLOLDWLRQRIWKHIHGHUDODQGVWDWHVWDWXWRU\LQFRPHWD[UDWHRIDSSUR[LPDWHO\WRWKH
HIIHFWLYHWD[UDWH DQGIRUWKHWKUHHDQGVL[PRQWKVHQGHG-XQHDQG
UHVSHFWLYHO\ LVDVIROORZVIRUWKHWKUHHDQGVL[PRQWKVHQGHG-XQHDQG

7KUHH0RQWKV(QGHG

6L[0RQWKV(QGHG

-XQH

-XQH

-XQH

-XQH











 





([SHFWHGLQFRPHWD[UHFRYHU\

 

 



 

&KDQJHLQWD[EHQHILWVQRWUHFRJQL]HG









3URYLVLRQIRU,QFRPH7D[([SHQVH 5HFRYHU\



 



 

1HW/RVVEHIRUH,QFRPH7D[HV


8QUHFRJQL]HG'HIHUUHG7D[$VVHWV

'HIHUUHGWD[HVDUHSURYLGHGDVDUHVXOWRIWHPSRUDU\GLIIHUHQFHVWKDWDULVHGXHWRWKHGLIIHUHQFHV
EHWZHHQWKHLQFRPHWD[YDOXHVDQGWKHFDUU\LQJDPRXQWRIDVVHWVDQGOLDELOLWLHV'HIHUUHGWD[DVVHWV
KDYHQRWEHHQUHFRJQL]HGZLWKUHVSHFWWRWKHIROORZLQJDSSUR[LPDWHGHGXFWLEOHWHPSRUDU\
GLIIHUHQFHVDW-XQHDQG'HFHPEHUEHFDXVHLWLVQRWSUREDEOHWKDWIXWXUHWD[DEOH
LQFRPHZLOOEHDYDLODEOHDJDLQVWZKLFKWKH&RPSDQ\FDQXWLOL]HWKHEHQHILWVWKHUHIURP



1HWRSHUDWLQJORVVFDUU\IRUZDUGV





'HIHUUHGUHYHQXH
,QWDQJLEOHDVVHWV







$OORZDQFHIRUGRXEWIXODFFRXQWV
$FFUXHGH[SHQVHV







'HIHUUHGFRQWUDFWFRVWV
3URSHUW\DQGHTXLSPHQW

 
 




7RWDO'HGXFWLEOH7HPSRUDU\'LIIHUHQFHV1RW5HFRJQL]HG






7KH&RPSDQ\·VIHGHUDODQGVWDWHQHWRSHUDWLQJORVVFDUU\IRUZDUGVLQWKHDPRXQWRI
RULJLQDWLQJSULRUWR-DQXDU\H[SLUHEHWZHHQDQG1HWRSHUDWLQJORVVHVRULJLQDWLQJ
DIWHU'HFHPEHUFDQEHFDUULHGIRUZDUGLQGHILQLWHO\







%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
)RUWKH7KUHHDQG6L[0RQWKV(QGHG-XQH
([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH/LQHRI&UHGLW

,Q-XQHWKH&RPSDQ\H[HFXWHGDQXQVHFXUHGORDQDJUHHPHQWSURYLGLQJIRUPD[LPXP
DGYDQFHVRIIURPDJURXSRILQYHVWRUV7KHORDQEHDUVLQWHUHVWDWDIL[HGUDWHRIZLWK
DOOERUURZLQJVDQGXQSDLGLQWHUHVWGXH6HSWHPEHU7KHORDQLQFOXGHVHTXLW\FRQYHUVLRQ
ULJKWVPDQGDWRULO\UHGHHPDEOHRUDWWKHRSWLRQRIWKHGHEWKROGHUGHSHQGHQWXSRQWKHRFFXUUHQFH
DQGWLPLQJRIXQFHUWDLQGHILQHGIXWXUHHYHQWV7KHUHZHUHQRERUURZLQJVRQWKLVOLQHRIFUHGLWDW
-XQH


1RWH6WRFNKROGHUV·(TXLW\

(IIHFWLYH$XJXVWWKH&RPSDQ\ILOHGDVHFRQGDPHQGHGDQGUHVWDWHGFHUWLILFDWHRI
LQFRUSRUDWLRQZLWKWKH6WDWHRI'HODZDUHWRHIIHFWDIRUVWRFNVSOLWDQGLQFUHDVHLWVDXWKRUL]HG
VKDUHVRIFRPPRQDQGSUHIHUUHGVWRFNWRDQGUHVSHFWLYHO\3UHIHUUHGVWRFNRI
DQGZDVGHVLJQDWHGDV6HULHV6HHG3UHIHUUHG6WRFNDQG6HULHV$3UHIHUUHG6WRFN
UHVSHFWLYHO\

,Q-XQHWKH&RPSDQ\DFTXLUHGFDSLWDORIIURPWZRLQYHVWRUVLQH[FKDQJHIRUWKH
ULJKWWRIXWXUHHTXLW\7KHDPRXQWDQGFODVVRIFRPPRQRUSUHIHUUHGVWRFNLVVXHGLVGHSHQGHQWXSRQ
WKHRFFXUUHQFHDQGWLPLQJRIFHUWDLQGHILQHGIXWXUHHYHQWV

&RPPRQ6WRFN

7KH&RPSDQ\KDVYRWLQJVWRFNZLWKHTXDOYRWLQJULJKWVDQGWKHSDUYDOXHRIDOOVWRFNLV

2Q)HEUXDU\WKH&RPSDQ\UHSXUFKDVHGVKDUHVRIFRPPRQVWRFNIRU

&HUWDLQLQGLYLGXDOVH[HUFLVHGVWRFNRSWLRQVGXULQJWKHVL[PRQWKVHQGHG-XQHIRUDQ
DJJUHJDWHSXUFKDVHSULFHRI+RZHYHURIWKHVHVWRFNRSWLRQVZHUHXQYHVWHGDW
-XQH$QDGGLWLRQDOVWRFNRSWLRQVH[HUFLVHGHDUO\LQDSULRUSHULRGYHVWHGGXULQJ
WKHVL[PRQWKVHQGHG-XQH

7KH&RPSDQ\KDVDQGH[HUFLVHGVWRFNRSWLRQVWKDWUHPDLQXQYHVWHGDVRI-XQH
DQG'HFHPEHUUHVSHFWLYHO\7KH&RPSDQ\KDVDFRUUHVSRQGLQJULJKWWRUHSXUFKDVH
WKHVHVVKDUHVRIFRPPRQVWRFNWKHUHIRUHWKHVHVKDUHVDUHFRQVLGHUHGLVVXHGEXWQRWRXWVWDQGLQJ





%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
)RUWKH7KUHHDQG6L[0RQWKV(QGHG-XQH
([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH6WRFNKROGHUV·(TXLW\ &RQWLQXHG 

&RPPRQ6WRFN &RQWLQXHG 

7KHIROORZLQJVXPPDUL]HVWKH&RPSDQ\·VVKDUHVRIFRPPRQVWRFNDW-XQHDQG
'HFHPEHU



$XWKRUL]HG





,VVXHG





2XWVWDQGLQJ



 


3UHIHUUHG6WRFN

7KH&RPSDQ\·V6HULHV6HHG3UHIHUUHG6WRFNRULJLQDWHGRQ1RYHPEHUXSRQILOLQJLWV
UHVWDWHGFHUWLILFDWHRILQFRUSRUDWLRQZLWKWKH6WDWHRI'HODZDUH

7KHIROORZLQJVXPPDUL]HVWKH&RPSDQ\·VVKDUHVRI6HULHV6HHG3UHIHUUHG6WRFNDW-XQHDQG
'HFHPEHU



$XWKRUL]HG
,VVXHG
2XWVWDQGLQJ







 


7KH&RPSDQ\·V6HULHV$3UHIHUUHG6WRFNRULJLQDWHGRQ$XJXVWXSRQILOLQJLWVVHFRQG
DPHQGHGDQGUHVWDWHGFHUWLILFDWHRILQFRUSRUDWLRQZLWKWKH6WDWHRI'HODZDUH

)URP$XJXVWWR2FWREHUWKH&RPSDQ\LVVXHGVKDUHVRI6HULHV$3UHIHUUHG6WRFNDW
DSSUR[LPDWHO\SHUVKDUHIRU

7KHIROORZLQJVXPPDUL]HVWKH&RPSDQ\·VVKDUHVRI6HULHV$3UHIHUUHG6WRFNDW-XQHDQG
'HFHPEHU



$XWKRUL]HG
,VVXHG
2XWVWDQGLQJ












 

%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
)RUWKH7KUHHDQG6L[0RQWKV(QGHG-XQH
([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH6WRFNKROGHUV·(TXLW\ &RQWLQXHG 

3UHIHUUHG6WRFN &RQWLQXHG 

(DFKKROGHURIRXWVWDQGLQJVKDUHVRISUHIHUUHGVWRFNPD\FDVWWKHQXPEHURIYRWHVHTXDOWRWKH
QXPEHURIZKROHVKDUHVRIFRPPRQVWRFNLQWRZKLFKWKHVKDUHVRISUHIHUUHGVWRFNKHOGE\VXFK
KROGHUDUHFRQYHUWLEOH

,QWKHHYHQWRIDQ\YROXQWDU\RULQYROXQWDU\OLTXLGDWLRQGLVVROXWLRQRUZLQGLQJXSWKH&RPSDQ\RU
DQ\GHHPHGOLTXLGDWLRQHYHQWEHIRUHDQ\SD\PHQWVKDOOEHPDGHWRWKHKROGHUVRIFRPPRQVWRFN
WKHKROGHUVRIVKDUHVRISUHIHUUHGVWRFNWKHQRXWVWDQGLQJPXVWEHSDLGRXWRIWKHIXQGVDQGDVVHWV
DYDLODEOHIRUGLVWULEXWLRQWRLWVVWRFNKROGHUVDQDPRXQWSHUVKDUHHTXDOWRWKHJUHDWHURIWKHRULJLQDO
LVVXHSULFHIRUVXFKVKDUHRISUHIHUUHGVWRFNSOXVDQ\GLYLGHQGVGHFODUHGEXWXQSDLGRUVXFKDPRXQW
SHUVKDUHDVZRXOGKDYHEHHQSD\DEOHKDGDOOVKDUHVRISUHIHUUHGVWRFNKDGEHHQFRQYHUWHGLQWR
FRPPRQVWRFNLPPHGLDWHO\SULRUWRVXFKOLTXLGDWLRQGLVVROXWLRQRUZLQGLQJXSRUGHHPHG
OLTXLGDWLRQHYHQW

(DFKVKDUHRISUHIHUUHGVWRFNLVFRQYHUWLEOHDWWKHRSWLRQRIWKHKROGHUDWDQ\WLPHDQGZLWKRXWWKH
SD\PHQWRIDGGLWLRQDOFRQVLGHUDWLRQLQWRVXFKQXPEHURIIXOO\SDLGDQGQRQDVVHVVDEOHVKDUHVRI
FRPPRQVWRFNDVLVGHWHUPLQHGE\GLYLGLQJWKHRULJLQDOLVVXHSULFHIRUWKHSUHIHUUHGVWRFNE\D
FRQYHUVLRQSULFHVXEMHFWWRFHUWDLQDGMXVWPHQWVDQGDQWLGLOXWLRQSURYLVLRQVDVGHILQHGLQWKH
DPHQGHGDQGUHVWDWHGFHUWLILFDWHRILQFRUSRUDWLRQ

$QQXDOGLYLGHQGUDWHVRIDSSUR[LPDWHO\DQGSHUVKDUHZHUHHVWDEOLVKHGIRU6HULHV6HHG
3UHIHUUHG6WRFNDQG6HULHV$3UHIHUUHG6WRFNUHVSHFWLYHO\7KH&RPSDQ\·VERDUGRIGLUHFWRUVLVXQGHU
QRREOLJDWLRQWRGHFODUHGLYLGHQGVDQGWKHGLYLGHQGVDUHQRQFXPXODWLYH6XEMHFWWRFHUWDLQGHILQHG
DGMXVWPHQWVWKHFRQYHUVLRQSULFHWRFRPPRQVWRFNLVLQLWLDOO\HTXDOWRDQDSSUR[LPDWHDQG
SHUVKDUHIRU6HULHV6HHG3UHIHUUHG6WRFNDQG6HULHV$3UHIHUUHG6WRFNUHVSHFWLYHO\





%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
)RUWKH7KUHHDQG6L[0RQWKV(QGHG-XQH
([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH6WRFNKROGHUV·(TXLW\ &RQWLQXHG 

6WRFNEDVHG&RPSHQVDWLRQ

(IIHFWLYH$SULOWKH&RPSDQ\·VVWRFNKROGHUVDSSURYHGWKH(TXLW\,QFHQWLYH3ODQ8QGHUWKH
WHUPVRIWKLVSODQWKH&RPSDQ\PD\JUDQWRSWLRQVVWRFNDSSUHFLDWLRQULJKWVUHVWULFWHGVWRFNJUDQWV
DQGRUVWRFNXQLWVWRNH\HPSOR\HHVDQGWRDWWUDFWRWKHULQGLYLGXDOVZLWKRXWVWDQGLQJTXDOLILFDWLRQV
7KHPD[LPXPDJJUHJDWHQXPEHURIVKDUHVWKDWPD\EHLVVXHGXQGHUWKHSODQVKDOOQRWH[FHHG
VKDUHVRIFRPPRQVWRFN2SWLRQDZDUGVDUHJHQHUDOO\JUDQWHGZLWKDQH[HUFLVHSULFHHTXDO
WRWKHIDLUPDUNHWYDOXHRIWKH&RPSDQ\·VFRPPRQVWRFNRQWKHGDWHRIJUDQW7KRVHRSWLRQDZDUGV
JHQHUDOO\YHVWRYHUWKUHHWRIRXU\HDUVRIFRQWLQXRXVVHUYLFHDQGKDYHWHQ\HDUFRQWUDFWXDOWHUPV$
VWRFNRSWLRQDJUHHPHQWPD\SHUPLWDQRSWLRQHHWRH[HUFLVHDQRSWLRQEHIRUHLWLVYHVWHG DQ´HDUO\
H[HUFLVHµ VXEMHFWWRWKH&RPSDQ\·VULJKWRIUHSXUFKDVHDWWKHRULJLQDOH[HUFLVHSULFHRIDQ\VKDUHV
DFTXLUHGXQGHUWKHXQYHVWHGSRUWLRQRIWKHRSWLRQZKLFKULJKWRIUHSXUFKDVHVKDOOODSVHDWWKHVDPH
UDWHWKHRSWLRQZRXOGKDYHYHVWHGKDGWKHUHEHHQQRHDUO\H[HUFLVH&DVKUHFHLYHGIRUWKHH[HUFLVHRI
XQYHVWHGRSWLRQVLVWUHDWHGDVDOLDELOLW\DQGWUDQVIHUUHGLQWRFRPPRQVWRFNDQGDGGLWLRQDOSDLGLQ
FDSLWDODVWKHVKDUHVYHVW$VRI-XQHFXUUHQWDQGORQJWHUPOLDELOLWLHVRIDQG
UHVSHFWLYHO\KDYHEHHQUHFRJQL]HGLQWKHDFFRPSDQ\LQJ6WDWHPHQWVRI)LQDQFLDO3RVLWLRQ
IRUWKHVKDUHVVXEMHFWWRUHSXUFKDVH$VRI'HFHPEHUFXUUHQWDQGORQJWHUPOLDELOLWLHVRI
DQGUHVSHFWLYHO\KDYHEHHQUHFRJQL]HGLQWKHDFFRPSDQ\LQJ6WDWHPHQWVRI
)LQDQFLDO3RVLWLRQIRUWKHVKDUHVVXEMHFWWRUHSXUFKDVH

7KHIDLUYDOXHRIHDFKRSWLRQDZDUGLVHVWLPDWHGRQWKHGDWHRIJUDQWXVLQJWKH%ODFN6FKROHV
RSWLRQSULFLQJPRGHOWKDWXVHVWKHDVVXPSWLRQVQRWHGLQWKHIROORZLQJWDEOHIRUWKHVL[PRQWKV
HQGHG-XQHDQGWKH\HDUHQGHG'HFHPEHU
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DW-XQH









2SWLRQV









%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
)RUWKH7KUHHDQG6L[0RQWKV(QGHG-XQH
([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH6WRFNKROGHUV·(TXLW\ &RQWLQXHG 

6WRFNEDVHG&RPSHQVDWLRQ &RQWLQXHG 

$VXPPDU\RIWKHVWDWXVRIWKH&RPSDQ\·VQRQYHVWHGDQGXQH[HUFLVHGVKDUHVDVRI'HFHPEHU
DQG-XQHDQGFKDQJHVGXULQJWKH\HDUDQGVL[PRQWKVWKHQHQGHGLVSUHVHQWHGEHORZ

:HLJKWHG
$YHUDJH
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1RQYHVWHG6KDUHV

6KDUHV

)DLU9DOXH
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1RQYHVWHGDQGXQH[HUFLVHG
DW-XQH





1RQYHVWHGDQGXQH[HUFLVHG


$VRI-XQHWKHUHZDVDSSUR[LPDWHO\RIWRWDOXQUHFRJQL]HGFRPSHQVDWLRQFRVW
JUDQWHGXQGHUWKH(TXLW\,QFHQWLYH3ODQWKDWLVH[SHFWHGWREHUHFRJQL]HGRYHUDZHLJKWHG
DYHUDJHSHULRGRI\HDUV


1RWH2SHUDWLQJ/HDVH&RPPLWPHQWV

,Q0D\WKH&RPSDQ\H[HFXWHGDQRSHUDWLQJOHDVHZLWKPRQWKO\SD\PHQWVRIIRURIILFH
VSDFHLQ6DQ)UDQFLVFR&DOLIRUQLDFRPPHQFLQJLQ0D\DQGH[SLULQJLQ0D\

,Q2FWREHUWKH&RPSDQ\H[HFXWHGDQRSHUDWLQJOHDVHZLWKPRQWKO\SD\PHQWVHVFDODWLQJIURP
WRIRURIILFHVSDFHLQ'HQYHU&RORUDGRFRPPHQFLQJLQ'HFHPEHUDQG
H[SLULQJLQ1RYHPEHU
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5HQWH[SHQVHZDVDQGIRUWKHWKUHHPRQWKVHQGHG-XQHDQG
UHVSHFWLYHO\5HQWH[SHQVHZDVDQGIRUWKHVL[PRQWKVHQGHG-XQHDQG
UHVSHFWLYHO\

0LQLPXPDQQXDORSHUDWLQJOHDVHSD\PHQWVIRUWKH\HDUVVXEVHTXHQWWR-XQHDUHDVIROORZV

7ZHOYH0RQWKV(QGLQJ-XQH















1RWH)LQDQFLDO,QVWUXPHQWVDQG5LVN0DQDJHPHQW

7KH&RPSDQ\·VILQDQFLDOLQVWUXPHQWVKDYHEHHQFODVVLILHGDVIROORZV

)LQDQFLDO,QVWUXPHQW
&ODVVLILFDWLRQ
&DVKDQGFDVKHTXLYDOHQWV

/RDQVDQGUHFHLYDEOHV

$FFRXQWVUHFHLYDEOH
$FFRXQWVSD\DEOH

/RDQVDQGUHFHLYDEOHV
2WKHUOLDELOLWLHV





7KHIDLUYDOXHVDUHDVVXPHGWRDSSUR[LPDWHFRVWGXHWRWKHUHODWLYHVKRUWWHUPPDWXULW\RIWKHVH
ILQDQFLDOLQVWUXPHQWV

7KHSULQFLSDOILQDQFLDOULVNVWRZKLFKWKH&RPSDQ\LVH[SRVHGLQFOXGHFUHGLWULVNPDUNHWULVNOLTXLGLW\
ULVNDQGLQWHUHVWUDWHULVN

&UHGLW5LVN

7KH&RPSDQ\·VILQDQFLDOLQVWUXPHQWVWKDWDUHH[SRVHGWRFUHGLWULVNFRQVLVWSULPDULO\RIFDVKDQG
FDVKHTXLYDOHQWVDQGDFFRXQWVUHFHLYDEOHV7KH&RPSDQ\SODFHVLWVFDVKDQGFDVKHTXLYDOHQWVZLWK
SULPDULO\RQHILQDQFLDOLQVWLWXWLRQ$WWLPHVVXFKDPRXQWVPD\EHLQH[FHVVRIWKH)',&LQVXUHGOLPLW
7KH&RPSDQ\KDVQHYHUH[SHULHQFHGDQ\ORVVHVUHODWHGWRWKHVHEDODQFHV7KH&RPSDQ\URXWLQHO\
DVVHVVHVWKHILQDQFLDOVWUHQJWKRILWVFXVWRPHUVDQGDVDFRQVHTXHQFHEHOLHYHVWKDWLWVDFFRXQWV
UHFHLYDEOHFUHGLWULVNH[SRVXUHLVOLPLWHG
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([SUHVVHGLQ86'ROODUV  8QDXGLWHG 

1RWH)LQDQFLDO,QVWUXPHQWVDQG5LVN0DQDJHPHQW &RQWLQXHG 

0DUNHW5LVN

$VLJQLILFDQWSRUWLRQRIWKH&RPSDQ\·VFXVWRPHUEDVHRSHUDWHVLQWKHUHFUHDWLRQDODQGPHGLFDO
FDQQDELVLQGXVWU\ZLWKLQWKH86&DQQDELVLVFDWHJRUL]HGE\WKH86)HGHUDO*RYHUQPHQWDVD
6FKHGXOHQDUFRWLFDQGDVVXFKDQLOOHJDOVXEVWDQFH2Q-DQXDU\$WWRUQH\*HQHUDO-HII
6HVVLRQVLVVXHGDPHPRUDQGXPIRUDOO86DWWRUQH\VUHVFLQGLQJWKHHDUOLHU&ROH0HPRDQGUHODWHG
'HSDUWPHQWRI-XVWLFHJXLGHOLQHVZKLFKKDGVHWIRUWKDSROLF\RIQRQLQWHUIHUHQFHZLWKUHVSHFWWR
VWDWHOHJDOL]DWLRQRIFDQQDELV1RWDEO\WKH'HSDUWPHQWRI7UHDVXU\·V)LQDQFLDO&ULPHV(QIRUFHPHQW
1HWZRUNKDVQRWUHWUDFWHGLWV´VDIHKDUERUµJXLGDQFHIRUILQDQFLDOLQVWLWXWLRQVLVVXHGVKRUWO\DIWHUWKH
&ROH0HPR7KHSUDFWLFDOLPSDFWRIWKH6HVVLRQVPHPRUDQGXPKDVQRW\HWEHFRPHFOHDUXQWLOWKH
VWDQFHRQHQIRUFHPHQWE\IHGHUDOSURVHFXWRUVLVVHHQRIZKLFKWKHUHKDVEHHQQRVLJQLILFDQWDFWLYLW\
WRGDWH

/LTXLGLW\5LVN

/LTXLGLW\ULVNUHIHUVWRWKHULVNWKDWWKH&RPSDQ\ZLOOHQFRXQWHUGLIILFXOW\LQUDLVLQJIXQGVDWVKRUW
QRWLFHWRPHHWFRPPLWPHQWVDVVRFLDWHGZLWKILQDQFLDOLQVWUXPHQWV7KH&RPSDQ\PDLQWDLQVVXIILFLHQW
IXQGVWRPHHWWKHVKRUWWHUPDQGORQJWHUPFRPPLWPHQWVEDVHGRQKLVWRULFDODQGIRUHFDVWHGFDVK
IORZPDQDJHPHQW7KHH[SRVXUHLVUHYLHZHGRQDQRQJRLQJEDVLVIURPGDLO\SURFHGXUHVWRPRQWKO\
UHSRUWLQJ$OORIWKH&RPSDQ\·VILQDQFLDOOLDELOLWLHVKDYHFRQWUDFWXDOPDWXULWLHVZLWKLQPRQWKV7KH
&RPSDQ\H[SHFWVWRPHHWLWVFRPPLWPHQWVIURPRSHUDWLQJFDVKIORZVDQGSURFHHGVRIPDWXULQJ
ILQDQFLDODVVHWVLQFOXGLQJWKRVHIXQGVSURYLGHGE\GHEWDQGHTXLW\ILQDQFLQJ

,QWHUHVW5DWH5LVN

,QWHUHVWUDWHULVNLVWKHULVNWKDWWKHIDLUYDOXHRUIXWXUHFDVKIORZVZLOOIOXFWXDWHDVDUHVXOWRIFKDQJHV
LQPDUNHWULVN7KH&RPSDQ\·VVHQVLWLYLW\WRLQWHUHVWUDWHULVNLVFXUUHQWO\PLQLPDO

&DSLWDO0DQDJHPHQW

7KH&RPSDQ\PDQDJHVLWVFDSLWDOWRHQVXUHLWZLOOEHDEOHWRFRQWLQXHDVDJRLQJFRQFHUQ$OWKRXJK
WKH&RPSDQ\KDVEHJXQRSHUDWLRQVWKDWJHQHUDWHFDVKIORZVLWGHSHQGVRQGHEWDQGHTXLW\
ILQDQFLQJVWRIXQGDVLJQLILFDQWSRUWLRQRILWVRSHUDWLQJH[SHQVHVDQGFRPPLWPHQWV7KH&RPSDQ\
KDVUDLVHGFDSLWDOWKURXJKGHEWDQGHTXLW\ILQDQFLQJVRIDSSUR[LPDWHO\ZKLOHLQFXUULQJ
DQDFFXPXODWHGGHILFLWRIDSSUR[LPDWHO\WKURXJK-XQH,QRUGHUWRPDLQWDLQRU
DGMXVWWKHUHTXLUHGFDSLWDOVWUXFWXUHWKH&RPSDQ\PD\LVVXHQHZVKDUHVRIFRPPRQRUSUHIHUUHG
VWRFN7KH&RPSDQ\LVQRWUHTXLUHGWRSD\GLYLGHQGVDQGLVQRWVXEMHFWWRDQ\H[WHUQDOO\LPSRVHG
FDSLWDOUHTXLUHPHQWV
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UHFRJQL]HGUHYHQXHVRIDSSUR[LPDWHO\DQGIURPWKHVHVWRFNKROGHUVIRUWKHVL[
PRQWKVHQGHG-XQHDQGUHVSHFWLYHO\

7KH&RPSDQ\DOVRKDGRXWVWDQGLQJDFFRXQWVUHFHLYDEOHIURPWKHVHVDPHVWRFNKROGHUVRI
DSSUR[LPDWHO\DQGDVRI-XQHDQG'HFHPEHUUHVSHFWLYHO\

7KH&RPSDQ\KDVDQDPRXQWGXHIURPDVWRFNKROGHUDQGH[HFXWLYHRIILFHURIDW-XQH
WKDWLVXQVHFXUHGQRQLQWHUHVWEHDULQJDQGGXHRQGHPDQG


1RWH6XEVHTXHQW(YHQWV

0DQDJHPHQWKDVHYDOXDWHGVXEVHTXHQWHYHQWVWKURXJK$XJXVWWKHGDWHRQZKLFKWKH
ILQDQFLDOVWDWHPHQWVZHUHDYDLODEOHWREHLVVXHG

'XULQJWKHVXEVHTXHQWSHULRGDSSUR[LPDWHO\VWRFNRSWLRQVZHUHH[HUFLVHGE\WKUHH
VKDUHKROGHUVDQGH[HFXWLYHRIILFHUVRIWKH&RPSDQ\DWSHUVKDUHSULPDULO\WKURXJKSURPLVVRU\
QRWHVZLWKWKH&RPSDQ\7KHSURPLVVRU\QRWHVEHDULQWHUHVWDWDIL[HGUDWHRISD\DEOHLQIXOO
XSRQWKHHDUOLHURIWKHWHQWKDQQLYHUVDU\GDWHRIWKHQRWHRURQH\HDUIURPWKHVDOHFRQYH\DQFH
DVVLJQPHQWRURWKHUWUDQVIHURIVXFKVKDUHVWRDQRWKHUSDUW\,QDGGLWLRQDSSUR[LPDWHO\VWRFN
RSWLRQVIRUIHLWHGRUH[SLUHGZLWKH[HUFLVHSULFHVUDQJLQJIURPWRSHUVKDUH

2Q-XO\WKH&RPSDQ\H[HFXWHGDEXVLQHVVFRPELQDWLRQDJUHHPHQWZLWK%ULWHVLGH+ROGLQJV
//&6HD+XQWHU7KHUDSHXWLFV//&6DQWH9HULWDV+ROGLQJV,QFDQG%&/7'DOOWREHRZQHG
E\7,/7+ROGLQJV,QF WKH´3DUHQWµ DQLVVXHURQWKH&DQDGLDQ6HFXULWLHV([FKDQJHLQH[FKDQJHIRUD
SURSRUWLRQDWHLQWHUHVWRILQWKHUHVXOWLQJ3DUHQW
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,QGHSHQGHQW$XGLWRUV·5HSRUWRQWKH)LQDQFLDO6WDWHPHQWV3DJH


)LQDQFLDO6WDWHPHQWV
 6WDWHPHQWVRI/RVV

 6WDWHPHQWVRI)LQDQFLDO3RVLWLRQ

 6WDWHPHQWVRI&KDQJHVLQ6WRFNKROGHUV·(TXLW\ 'HILFLW 

 6WDWHPHQWVRI&DVK)ORZV

 1RWHVWR)LQDQFLDO6WDWHPHQWV








,QGHSHQGHQW$XGLWRUV·5HSRUW

7RWKH%RDUGRI'LUHFWRUV
%$.(57(&+12/2*,(6,1&
'HQYHU&RORUDGR

:HKDYHDXGLWHGWKHDFFRPSDQ\LQJILQDQFLDOVWDWHPHQWVRI%$.(57(&+12/2*,(6,1&ZKLFKFRPSULVHWKH
VWDWHPHQWVRIILQDQFLDOSRVLWLRQDVRI'HFHPEHUDQGDQGWKHUHODWHGVWDWHPHQWVRIORVVFKDQJHVLQ
VWRFNKROGHUV·HTXLW\ GHILFLW DQGFDVKIORZVIRUWKH\HDUVWKHQHQGHGDQGQRWHVFRPSULVLQJDVXPPDU\RIVLJQLILFDQW
DFFRXQWLQJSROLFLHVDQGRWKHUH[SODQDWRU\LQIRUPDWLRQ

         

0DQDJHPHQWLVUHVSRQVLEOHIRUWKHSUHSDUDWLRQDQGIDLUSUHVHQWDWLRQRIWKHVHILQDQFLDOVWDWHPHQWVLQDFFRUGDQFHZLWK
,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGVDVLVVXHGE\WKH,QWHUQDWLRQDO$FFRXQWLQJ6WDQGDUGV%RDUGDQGIRUVXFK
LQWHUQDOFRQWURODVPDQDJHPHQWGHWHUPLQHVLVQHFHVVDU\WRHQDEOHWKHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVWKDWDUHIUHH
IURPPDWHULDOPLVVWDWHPHQWZKHWKHUGXHWRIUDXGRUHUURU

   

2XUUHVSRQVLELOLW\LVWRH[SUHVVDQRSLQLRQRQWKHVHILQDQFLDOVWDWHPHQWVEDVHGRQRXUDXGLWV:HFRQGXFWHGRXUDXGLWV
LQDFFRUGDQFHZLWKDXGLWLQJVWDQGDUGVJHQHUDOO\DFFHSWHGLQWKH8QLWHG6WDWHVRI$PHULFDDQG&DQDGLDQJHQHUDOO\
DFFHSWHGDXGLWLQJVWDQGDUGV7KRVHVWDQGDUGVUHTXLUHWKDWZHFRPSO\ZLWKHWKLFDOUHTXLUHPHQWVDQGSODQDQGSHUIRUP
WKHDXGLWVWRREWDLQUHDVRQDEOHDVVXUDQFHDERXWZKHWKHUWKHILQDQFLDOVWDWHPHQWVDUHIUHHIURPPDWHULDOPLVVWDWHPHQW

$QDXGLWLQYROYHVSHUIRUPLQJSURFHGXUHVWRREWDLQDXGLWHYLGHQFHDERXWWKHDPRXQWVDQGGLVFORVXUHVLQWKHILQDQFLDO
VWDWHPHQWV7KHSURFHGXUHVVHOHFWHGGHSHQGRQWKHDXGLWRUV·MXGJPHQWLQFOXGLQJWKHDVVHVVPHQWRIWKHULVNVRI
PDWHULDOPLVVWDWHPHQWRIWKHILQDQFLDOVWDWHPHQWVZKHWKHUGXHWRIUDXGRUHUURU,QPDNLQJWKRVHULVNDVVHVVPHQWVWKH
DXGLWRUFRQVLGHUVLQWHUQDOFRQWUROUHOHYDQWWRWKHHQWLW\·VSUHSDUDWLRQDQGIDLUSUHVHQWDWLRQRIWKHILQDQFLDOVWDWHPHQWVLQ
RUGHUWRGHVLJQDXGLWSURFHGXUHVWKDWDUHDSSURSULDWHLQWKHFLUFXPVWDQFHVEXWQRWIRUWKHSXUSRVHRIH[SUHVVLQJDQ
RSLQLRQRQWKHHIIHFWLYHQHVVRIWKHHQWLW\·VLQWHUQDOFRQWURO$FFRUGLQJO\ZHH[SUHVVQRVXFKRSLQLRQ$QDXGLWDOVR
LQFOXGHVHYDOXDWLQJWKHDSSURSULDWHQHVVRIDFFRXQWLQJSROLFLHVXVHGDQGWKHUHDVRQDEOHQHVVRIDFFRXQWLQJHVWLPDWHV
PDGHE\PDQDJHPHQWDVZHOODVHYDOXDWLQJWKHRYHUDOOSUHVHQWDWLRQRIWKHILQDQFLDOVWDWHPHQWV

:HEHOLHYHWKDWWKHDXGLWHYLGHQFHZHKDYHREWDLQHGLVVXIILFLHQWDQGDSSURSULDWHWRSURYLGHDEDVLVIRURXUDXGLWRSLQLRQ



,QRXURSLQLRQWKHILQDQFLDOVWDWHPHQWVSUHVHQWIDLUO\LQDOOPDWHULDODVSHFWVWKHILQDQFLDOSRVLWLRQRI%$.(5
7(&+12/2*,(6,1&DVRI'HFHPEHUDQGDQGLWVILQDQFLDOSHUIRUPDQFHDQGLWVFDVKIORZVIRUWKH\HDUV
WKHQHQGHGLQDFFRUGDQFHZLWK,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGVDVLVVXHGE\WKH,QWHUQDWLRQDO$FFRXQWLQJ
6WDQGDUGV%RDUG
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7RWDO$VVHWV
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&XUUHQW/LDELOLWLHV
$FFRXQWVSD\DEOH
$FFUXHGHPSOR\HHFRVWV
(DUQRXWOLDELOLW\
&RPPRQVWRFNUHSXUFKDVHOLDELOLW\
'HIHUUHGUHYHQXH
2WKHUDFFUXHGH[SHQVHV





7RWDO&XUUHQW/LDELOLWLHV
1RQFXUUHQW/LDELOLWLHV
&RPPRQVWRFNUHSXUFKDVHOLDELOLW\



7RWDO/LDELOLWLHV
6WRFNKROGHUV (TXLW\
&RPPRQVWRFN
$GGLWLRQDOSDLGLQFDSLWDO
3UHIHUUHGVWRFN6HULHV6HHG
3UHIHUUHGVWRFN6HULHV$
$FFXPXODWHGGHILFLW
7RWDO6WRFNKROGHUV (TXLW\
7RWDO/LDELOLWLHVDQG6WRFNKROGHUV (TXLW\
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%DODQFH'HFHPEHU

RI'HIHQGHU0DUNHWLQJ6HUYLFHV//&
([HUFLVHRIYHVWHGRSWLRQV
6WRFNEDVHGFRPSHQVDWLRQ
1HWORVV

5HSXUFKDVHRIFRPPRQVWRFN
,VVXDQFHRISUHIHUUHGVWRFNWRLQYHVWRUV
DWSHUVKDUH
,VVXDQFHRIFRPPRQVWRFNXSRQDFTXLVLWLRQ

%DODQFH'HFHPEHU

RIFRQYHUWLEOHQRWHVSD\DEOH
6WRFNEDVHGFRPSHQVDWLRQ
1HWORVV

)DLUYDOXHRIQRWHVSD\DEOHFRQYHUVLRQ
IHDWXUH
,VVXDQFHRISUHIHUUHGVWRFNWRLQYHVWRUV
DWSHUVKDUH
,VVXDQFHRISUHIHUUHGVWRFNWRKROGHUV

%DODQFH-DQXDU\

 
 
 
 





 


 
 








 
 
 
 



 

 

 
 
 

 

 

 

6KDUHVRI
6HULHV$
3UHIHUUHG6WRFN 










 













&RPPRQ
6WRFN

 

 
 
 
 

 

 

 

 
 
 

 

 

 

$GGLWLRQDO
3DLGLQ
&DSLWDO

 

 
 
 
 

 

 

 

 
 
 

 

 

 

6HULHV6HHG
3UHIHUUHG
6WRFN

 

 
 
 
 

 

 

 

 
 
 

 

 

 

6HULHV$
3UHIHUUHG
6WRFN

 

 
 
 
 

 

 

 

 
 
 

 

 

 

$FFXPXODWHG
'HILFLW

$OODPRXQWVLQFOXGLQJWKRVHLQWKHDFFRPSDQ\LQJQRWHVKDYHEHHQDGMXVWHGWRUHIOHFWDIRUVWRFNVSOLWHIIHFWLYH$XJXVW

 

 
 
 
 

 

 

 

 
 
 

 

 

 

6KDUHVRI
6HULHV6HHG
3UHIHUUHG6WRFN 
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1RWH

6KDUHVRI
&RPPRQ
6WRFN 

%$.(57(&+12/2*,(6,1&
6WDWHPHQWVRI&KDQJHVLQ6WRFNKROGHUV·(TXLW\ 'HILFLW 
)RUWKH<HDUV(QGHG'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 






 









 







7RWDO
6WRFNKROGHUV
(TXLW\ 'HILFLW



%$.(57(&+12/2*,(6,1&
6WDWHPHQWVRI&DVK)ORZV
)RUWKH<HDUV(QGHG'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 
1RWH





 

 








 












 
 
 

 



 

 


 

 
 



 







 
 
 



 

,QFUHDVHLQ&DVKDQG&DVK(TXLYDOHQWV



 

&DVKDQG&DVK(TXLYDOHQWV%HJLQQLQJRI<HDU





&DVKDQG&DVK(TXLYDOHQWV(QGRI<HDU



 

&DVK)ORZVIURP2SHUDWLQJ$FWLYLWLHV
1HWORVV
$GMXVWPHQWVWRUHFRQFLOHQHWORVVWRQHWFDVK
XVHGLQRSHUDWLQJDFWLYLWLHV
3URYLVLRQIRUORVVHVRQDFFRXQWVUHFHLYDEOH
3URYLVLRQIRUGHIHUUHGLQFRPHWD[HV
6WRFNEDVHGFRPSHQVDWLRQHPSOR\HHV
6WRFNEDVHGFRPSHQVDWLRQYHQGRUV
'HSUHFLDWLRQDQGDPRUWL]DWLRQ
&KDQJHLQRSHUDWLQJDVVHWVDQGOLDELOLWLHV
$FFRXQWVUHFHLYDEOH
3UHSDLGH[SHQVHV
'HIHUUHGFRQWUDFWFRVWV
$FFRXQWVSD\DEOH
$FFUXHGHPSOR\HHFRVWV
'HIHUUHGUHYHQXH
2WKHUDFFUXHGH[SHQVHV





1HWFDVKXVHGLQRSHUDWLQJDFWLYLWLHV
&DVK)ORZVIURP,QYHVWLQJ$FWLYLWLHV
$FTXLVLWLRQRISURGXFWLYHDVVHWVDQGEXVLQHVVHV
QHWRIFDVKUHFHLYHG
3XUFKDVHVRISURSHUW\DQGHTXLSPHQW




1HWFDVKXVHGLQLQYHVWLQJDFWLYLWLHV
&DVK)ORZVIURP)LQDQFLQJ$FWLYLWLHV
3URFHHGVIURPLVVXDQFHRIQRWHVSD\DEOH
3URFHHGVIURPLVVXDQFHRISUHIHUUHGVWRFN
3URFHHGVIURPH[HUFLVHRIVWRFNRSWLRQV
5HSXUFKDVHRIFRPPRQVWRFN
1HWFDVKSURYLGHGE\ILQDQFLQJDFWLYLWLHV
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%$.(57(&+12/2*,(6,1&
6WDWHPHQWVRI&DVK)ORZV
)RUWKH<HDUV(QGHG'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 
1RWH







 



 

&DVKDQGFDVKHTXLYDOHQWV



 

$FFRXQWVUHFHLYDEOHQHW



 

3UHSDLGH[SHQVHV



 

&XVWRPHUOLVW



 

*RRGZLOO



 

$FFRXQWVSD\DEOH



 

$FFUXHGH[SHQVHV



 

'HIHUUHGUHYHQXH



 



 

(VWLPDWHGHDUQRXWOLDELOLW\



 

)DLUYDOXHRIFRPPRQVWRFNFRQVLGHUDWLRQ



 

&DVKSDLG



 

6XSSOHPHQWDO&DVK'LVFORVXUHV
,QWHUHVWSDLG
,QFRPHWD[HVSDLG



$FTXLVLWLRQV







7KHDFFRPSDQ\LQJQRWHVDUHDQLQWHJUDOSDUWRIWKHVHILQDQFLDOVWDWHPHQWV


%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV

1DWXUHRI2SHUDWLRQV

%DNHU7HFKQRORJLHV,QF WKH´&RPSDQ\µ ZDVRUJDQL]HGDVDOLPLWHGOLDELOLW\FRPSDQ\RQ
6HSWHPEHULQWKH6WDWHRI&RORUDGRLQFRUSRUDWHGRQ-XO\LQWKH6WDWHRI'HODZDUH
DQGLVKHDGTXDUWHUHGDWWK6WUHHW'HQYHU&RORUDGR7KH&RPSDQ\KHOSVGLVSHQVDULHVJURZ
WKHLUEUDQGDQGEXLOGUHODWLRQVKLSVZLWKWKHLUFXVWRPHUVWKURXJKDYDULHW\RISURGXFWVLQFOXGLQJ
RQOLQHRUGHULQJFXVWRPHUOR\DOW\FXVWRPHUPHVVDJLQJDQGDQDO\WLFV7KHLQGXVWU\OHDGLQJ&50
SODWIRUPLVWKHJRWRVROXWLRQIRURYHUGLVSHQVDULHVDFURVVWKH8QLWHG6WDWHVRI$PHULFD WKH
´86µ DQG&DQDGDDVRI$SULO

6WDWHPHQWRI&RPSOLDQFH

7KHILQDQFLDOVWDWHPHQWVKDYHEHHQSUHSDUHGLQDFFRUGDQFHZLWK,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ
6WDQGDUGV ´,)56µ DVLVVXHGE\WKH,QWHUQDWLRQDO$FFRXQWLQJ6WDQGDUGV%RDUG ´,$6%µ DQG
LQWHUSUHWDWLRQVRIWKH,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ,QWHUSUHWDWLRQ&RPPLWWHH ´,)5,&µ 

7KH&RPSDQ\·V%RDUGRI'LUHFWRUVDXWKRUL]HGWKHILQDQFLDOVWDWHPHQWVRQ$SULO

%DVLVRI3UHVHQWDWLRQ

7KHILQDQFLDOVWDWHPHQWVKDYHEHHQSUHSDUHGRQDQDFFUXDOEDVLVDQGDUHRQDKLVWRULFDOFRVWEDVLV
H[FHSWIRUFHUWDLQILQDQFLDOLQVWUXPHQWVZKLFKDUHDWIDLUYDOXH7KHILQDQFLDOVWDWHPHQWVDUH
SUHVHQWHGLQ86GROODUVZKLFKLVDOVRWKH&RPSDQ\·VIXQFWLRQDOFXUUHQF\

8VHRI(VWLPDWHVDQG-XGJHPHQWV

7KHSUHSDUDWLRQRIILQDQFLDOVWDWHPHQWVUHTXLUHVPDQDJHPHQWWRPDNHHVWLPDWHVDQGDVVXPSWLRQV
WKDWDIIHFWWKHUHSRUWHGDPRXQWVRIDVVHWVDQGOLDELOLWLHVDQGGLVFORVXUHRIFRQWLQJHQWDVVHWVDQG
OLDELOLWLHVDWWKHGDWHRIWKHILQDQFLDOVWDWHPHQWVDQGWKHUHSRUWHGDPRXQWVRIUHYHQXHVDQGH[SHQVHV
GXULQJWKHUHSRUWLQJSHULRG$FWXDOUHVXOWVFRXOGGLIIHUIURPWKRVHHVWLPDWHV6LJQLILFDQWDUHDVRI
HVWLPDWLRQXQFHUWDLQW\DQGMXGJHPHQWFRQVLGHUHGE\PDQDJHPHQWLQFOXGH

x 7KHH[SHFWHGFOLHQWWHQXUHUHODWLYHWRDSDUWLFXODUVRIWZDUHOLFHQVHIRUSXUSRVHVRI
UHFRJQL]LQJUHYHQXHIURPXSIURQWVHWXSIHHVDQGDPRUWL]LQJGHIHUUHGFRQWUDFWFRVWV
x 7KHLQSXWVXVHGLQDVVHVVLQJWKHUHFRYHUDELOLW\RIGHIHUUHGLQFRPHWD[DVVHWVWRWKHH[WHQW
WKDWWKHGHGXFWLEOHWHPSRUDU\GLIIHUHQFHVZLOOUHYHUVHLQWKHIRUHVHHDEOHIXWXUHDQGWKDWWKH
&RPSDQ\ZLOOKDYHIXWXUHWD[DEOHLQFRPH
x 7KHLQSXWVLQDFFRXQWLQJIRUVWRFNEDVHGFRPSHQVDWLRQXVLQJWKH%ODFN6FKROHVPRGHO
LQFOXGLQJVWRFNSULFHYRODWLOLW\H[SHFWHGWHUPULVNIUHHLQWHUHVWUDWHVDQGIRUIHLWXUHUDWHV
x -XGJPHQWLQGHILQLQJDFDVKJHQHUDWLQJXQLWHVWLPDWLQJXVHIXOOLYHVGHWHUPLQLQJLQGLFDWRUV
RILPSDLUPHQWDQGHVWLPDWLQJLPSDLUPHQWORVVHVUHODWHGWRLQWDQJLEOHDQGRWKHUORQJOLYHG
DVVHWV



%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV &RQWLQXHG 

5HYHQXH5HFRJQLWLRQ&RQWUDFW$VVHWVDQG&RQWUDFW/LDELOLWLHV

7KH&RPSDQ\GHULYHVLWVUHYHQXHVIURPVRIWZDUHDVDVHUYLFHFRQWUDFWVFRQWDLQLQJPXOWLSOH
GHOLYHUDEOHVLQFOXGLQJOLFHQVHIHHVVHWXSIHHVDQGXVDJHW\SHIHHV7KHWUDQVDFWLRQSULFHLVDOORFDWHG
WRWKHVHSDUDWHSHUIRUPDQFHREOLJDWLRQVEDVHGRQUHODWLYHVWDQGDORQHVHOOLQJSULFHV5HYHQXHIURP
OLFHQVHDQGVHWXSIHHVQHWRIGLVFRXQWVDUHUHFRJQL]HGUDWDEO\RYHUWKHSHULRGWKHFXVWRPHUH[SHFWV
WRDFFHVVWKHXQGHUO\LQJLQWHOOHFWXDOSURSHUW\LQFOXGLQJDQWLFLSDWHGUHQHZDOSHULRGV7KH&RPSDQ\
KDVHVWLPDWHGWKLVSHULRGWREHWKUHH\HDUV5HYHQXHIURPXVDJHW\SHIHHVLVUHFRJQL]HGZKHQWKH
FXVWRPHUREWDLQVFRQWURORIWKHXQGHUO\LQJDVVHWDQGDVVXPHVWKHULVNVDQGUHZDUGVRIRZQHUVKLS
7KH&RPSDQ\SUHVHQWVUHYHQXHVQHWRIVDOHVUHODWHGWD[HV

7KHWLPLQJRIUHYHQXHUHFRJQLWLRQELOOLQJVDQGFDVKFROOHFWLRQVUHVXOWVLQUHFHLYDEOHVFRQWUDFWDVVHWV
DQGFRQWUDFWOLDELOLWLHV$FRQWUDFWDVVHWDULVHVZKHQWKH&RPSDQ\SHUIRUPVDVHUYLFHLQDGYDQFHRI
UHFHLYLQJFRQVLGHUDWLRQIURPWKHFXVWRPHU+RZHYHUWKH&RPSDQ\VRPHWLPHVUHFHLYHVDGYDQFHVRU
GHSRVLWVIURPFXVWRPHUVEHIRUHUHYHQXHLVUHFRJQL]HGUHVXOWLQJLQFRQWUDFWOLDELOLWLHV$FFRXQWV
UHFHLYDEOHDUHUHFRUGHGZKHQWKHULJKWWRFRQVLGHUDWLRQEHFRPHVXQFRQGLWLRQDODQGDUHSUHVHQWHG
VHSDUDWHO\LQWKH6WDWHPHQWVRI)LQDQFLDO3RVLWLRQ&RQWUDFWDVVHWVDQGFRQWUDFWOLDELOLWLHVLIDQ\DUH
LQFOXGHGLQRWKHUDVVHWVDQGGHIHUUHGUHYHQXHUHVSHFWLYHO\LQWKH6WDWHPHQWVRI)LQDQFLDO3RVLWLRQ

7KH&RPSDQ\FDUULHVLWVDFFRXQWVUHFHLYDEOHDWLQYRLFHGDPRXQWVOHVVDQDOORZDQFHIRUGRXEWIXO
DFFRXQWV2QDSHULRGLFEDVLVWKH&RPSDQ\HYDOXDWHVLWVDFFRXQWVUHFHLYDEOHDQGHVWDEOLVKHVDQ
DOORZDQFHIRUGRXEWIXODFFRXQWVEDVHGRQKLVWRU\RISDVWZULWHRIIVDQGFROOHFWLRQVDQGFXUUHQW
FUHGLWFRQGLWLRQV0DQDJHPHQWKDVHVWDEOLVKHGDQDOORZDQFHIRUGRXEWIXODFFRXQWVRIDQG
DVRI'HFHPEHUDQGUHVSHFWLYHO\7KH&RPSDQ\·VSROLF\LVQRWWRDFFUXH
LQWHUHVWRQSDVWGXHWUDGHUHFHLYDEOHV

&HUWDLQGLUHFWFRVWVUHODWHGWRREWDLQLQJRUIXOILOOLQJWKHFRQWUDFWVDUHDOVRFDSLWDOL]HGDQGDPRUWL]HG
UDWDEO\RYHUWKHH[SHFWHGFXVWRPHUWHQXUHXQOHVVWKHDPRUWL]DWLRQSHULRGLVH[SHFWHGWREHOHVV
WKDQRQH\HDU

3URSHUW\DQG(TXLSPHQW

3URSHUW\DQGHTXLSPHQWLVFDUULHGDWFRVWDQGLQFOXGHVH[SHQGLWXUHVIRUQHZDGGLWLRQVDQGWKRVH
ZKLFKVXEVWDQWLDOO\LQFUHDVHWKHXVHIXOOLYHVRIH[LVWLQJDVVHWV7KH&RPSDQ\UHYLHZVUHVLGXDOYDOXHV
DQGXVHIXOOLYHVDQQXDOO\,IDQLWHPRISURSHUW\DQGHTXLSPHQWLVFRPSULVHGRIPDMRUFRPSRQHQWV
ZLWKGLIIHUHQWXVHIXOOLYHVWKHFRPSRQHQWVDUHDFFRXQWHGIRUDVVHSDUDWHLWHPVDQGGHSUHFLDWHG
VHSDUDWHO\'HSUHFLDWLRQLVFRPSXWHGE\XVHRIWKHVWUDLJKWOLQHPHWKRG'HSUHFLDEOHOLYHVJHQHUDOO\
UDQJHIURPWR\HDUV

([SHQGLWXUHVIRUQRUPDOUHSDLUVDQGPDLQWHQDQFHDUHFKDUJHGWRRSHUDWLRQVDVLQFXUUHG7KHFRVWRI
SURSHUW\RUHTXLSPHQWUHWLUHGRURWKHUZLVHGLVSRVHGRIDQGWKHUHODWHGDFFXPXODWHGGHSUHFLDWLRQ
DUHUHPRYHGIURPWKHDFFRXQWVLQWKH\HDURIGLVSRVDOZLWKWKHUHVXOWLQJJDLQRUORVVUHIOHFWHGLQ
HDUQLQJV



%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV &RQWLQXHG 

&DSLWDOL]HG6RIWZDUH'HYHORSPHQW

7KHFRVWVLQFXUUHGLQGHVLJQLQJDQGGHYHORSLQJFRPSXWHUVRIWZDUHSURGXFWVDUHH[SHQVHGDV
UHVHDUFKDQGGHYHORSPHQWXQWLOWHFKQRORJLFDOIHDVLELOLW\KDVEHHQHVWDEOLVKHG7HFKQRORJLFDO
IHDVLELOLW\LVHVWDEOLVKHGXSRQFRPSOHWLRQRIDGHWDLOHGSURJUDPGHVLJQRUFRPSOHWLRQRIDZRUNLQJ
PRGHO8SRQDFKLHYHPHQWRIWHFKQRORJLFDOIHDVLELOLW\VRIWZDUHSURGXFWLRQFRVWVDUHFDSLWDOL]HGXQWLO
WKHSURGXFWLVDYDLODEOHIRUJHQHUDOUHOHDVHWRFXVWRPHUVDQGVXEVHTXHQWO\UHSRUWHGDWWKHORZHURI
XQDPRUWL]HGFRVWRUQHWUHDOL]DEOHYDOXH6LJQLILFDQWMXGJPHQWLVUHTXLUHGLQGHWHUPLQLQJZKHQ
WHFKQRORJLFDOIHDVLELOLW\LVHVWDEOLVKHG$QQXDODPRUWL]DWLRQH[SHQVHIRUFDSLWDOL]HGVRIWZDUH
GHYHORSPHQWFRVWLVFRPSXWHGE\WKHVWUDLJKWOLQHPHWKRGRYHUWKHHVWLPDWHGXVHIXOOLIH&RVWVRI
SURGXFWPDLQWHQDQFHDQGFXVWRPHUVXSSRUWDUHFKDUJHGWRH[SHQVHDVLQFXUUHG

7KHVRIWZDUHSURGXFWFXUUHQWO\OLFHQVHGWRFXVWRPHUVZDVGHYHORSHGE\WKHIRXQGLQJPHPEHUVSULRU
WRWKH&RPSDQ\·VLQFHSWLRQDQGWKHUHIRUHQRDPRXQWVKDYHEHHQFDSLWDOL]HGDVRI'HFHPEHU
DQG

/RQJOLYHG$VVHWV

/RQJOLYHGDVVHWVWREHKHOGDQGXVHGDUHWHVWHGIRUUHFRYHUDELOLW\DQQXDOO\DQGZKHQHYHUHYHQWVRU
FKDQJHVLQFLUFXPVWDQFHVLQGLFDWHWKHUHODWHGFDUU\LQJDPRXQWPD\QRWEHUHFRYHUDEOH7KH
UHFRYHUDEOHDPRXQWLVWKHKLJKHURIWKHDVVHW·VIDLUYDOXHOHVVFRVWVRIGLVSRVDORUWKHDVVHW·VYDOXHLQ
XVH)DLUYDOXHOHVVFRVWVRIGLVSRVDOUHSUHVHQWVWKHSULFHWKDWZRXOGEHUHFHLYHGWRVHOODQDVVHWRU
SDLGWRWUDQVIHUDOLDELOLW\LQDQRUGHUO\WUDQVDFWLRQEHWZHHQPDUNHWSDUWLFLSDQWVDWWKHPHDVXUHPHQW
GDWHOHVVFRVWVRIGLVSRVDO9DOXHLQXVHUHSUHVHQWVHQWLW\VSHFLILFRUFDVKJHQHUDWLQJXQLWVSHFLILF
IXWXUHSUHWD[FDVKIORZVGLVFRXQWHGWRSUHVHQWYDOXHE\XVLQJDSUHWD[PDUNHWGHWHUPLQHGUDWHWKDW
UHIOHFWVWKHFXUUHQWDVVHVVPHQWRIWKHWLPHYDOXHRIPRQH\DQGWKHULVNVVSHFLILFWRWKHDVVHWRUFDVK
JHQHUDWLQJXQLWIRUZKLFKWKHFDVKIORZHVWLPDWHVKDYHQRWEHHQDGMXVWHG$QLPSDLUPHQWORVVRUDQ\
UHYHUVDORIDSUHYLRXVO\UHFRJQL]HGLPSDLUPHQWORVV RWKHUWKDQWKRVHRIJRRGZLOO LVUHFRJQL]HG
LPPHGLDWHO\ZLWKLQWKH&RPSDQ\·V6WDWHPHQWVRI/RVV

*RRGZLOODQG2WKHU,QWDQJLEOH$VVHWV

*RRGZLOOLVDOORFDWHGWRDFDVKJHQHUDWLQJXQLWZKLFKLVWKHVPDOOHVWLGHQWLILDEOHJURXSRIDVVHWVWKDW
JHQHUDWHVFDVKLQIORZVODUJHO\LQGHSHQGHQWO\RIRWKHUDVVHWVRUJURXSVRIDVVHWV

*RRGZLOODQGRWKHULQWDQJLEOHDVVHWVDUHDVVHVVHGIRULPSDLUPHQWDWOHDVWDQQXDOO\DQGPRUH
IUHTXHQWO\DVWULJJHULQJHYHQWVPD\RFFXU,QPDNLQJWKLVDVVHVVPHQWPDQDJHPHQWUHOLHVRQD
QXPEHURIIDFWRUVLQFOXGLQJRSHUDWLQJUHVXOWVEXVLQHVVSODQVHFRQRPLFSURMHFWLRQVDQWLFLSDWHG
IXWXUHFDVKIORZVDQGWUDQVDFWLRQVDQGPDUNHWSODFHGDWD$Q\LPSDLUPHQWORVVHVGHWHUPLQHGWRH[LVW
DUHUHFRUGHGLQWKHSHULRGWKHGHWHUPLQDWLRQLVPDGH7KHUHDUHLQKHUHQWXQFHUWDLQWLHVUHODWHGWR
WKHVHIDFWRUVDQGPDQDJHPHQW VMXGJPHQWLVLQYROYHGLQSHUIRUPLQJJRRGZLOODQGRWKHULQWDQJLEOH
DVVHWVYDOXDWLRQDQDO\VHVWKXVWKHUHLVULVNWKDWWKHFDUU\LQJYDOXHRIJRRGZLOODQGRWKHULQWDQJLEOH
DVVHWVPD\EHRYHUVWDWHGRUXQGHUVWDWHG



%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV &RQWLQXHG 

*RRGZLOODQG2WKHU,QWDQJLEOH$VVHWV &RQWLQXHG 

7KH&RPSDQ\KDVHOHFWHGWRSHUIRUPWKHDQQXDOLPSDLUPHQWDVVHVVPHQWRIUHFRUGHGJRRGZLOODQG
RWKHULQWDQJLEOHDVVHWVDVRIWKHHQGRIWKH&RPSDQ\·VILVFDO\HDU7KHUHVXOWVRIWKLVDQQXDO
LPSDLUPHQWDVVHVVPHQWLQGLFDWHGWKDWWKHIDLUYDOXHRIWKHUHSRUWLQJXQLWDVRI'HFHPEHU
H[FHHGHGWKHFDUU\LQJRUERRNYDOXHLQFOXGLQJJRRGZLOODQGRWKHULQWDQJLEOHDVVHWVDQGWKHUHIRUH
UHFRUGHGJRRGZLOODQGRWKHULQWDQJLEOHDVVHWVZHUHQRWVXEMHFWWRLPSDLUPHQW

,QFRPH7D[HV

,QFRPHWD[HVIRUFRUSRUDWLRQVDUHSURYLGHGIRUWKHWD[HIIHFWVRIWUDQVDFWLRQVUHSRUWHGLQWKH
ILQDQFLDOVWDWHPHQWVDQGFRQVLVWRIWD[HVFXUUHQWO\GXHSOXVGHIHUUHGWD[HV'HIHUUHGWD[HVDUH
UHFRJQL]HGIRUWKHGLIIHUHQFHVEHWZHHQWKHEDVLVRIDVVHWVDQGOLDELOLWLHVIRUILQDQFLDOVWDWHPHQWDQG
LQFRPHWD[SXUSRVHV7KRVHGLIIHUHQFHVUHODWHSULPDULO\WRIL[HGDVVHWV XVHRIGLIIHUHQWGHSUHFLDWLRQ
PHWKRGVDQGOLYHVIRUILQDQFLDOVWDWHPHQWDQGLQFRPHWD[SXUSRVHV DQGFHUWDLQDFFUXHGOLDELOLWLHV
XVHRIDFFUXDOPHWKRGIRUILQDQFLDOVWDWHPHQWSXUSRVHVDQGFDVKPHWKRGIRULQFRPHWD[SXUSRVHV 
7KHGHIHUUHGWD[DVVHWVDQGOLDELOLWLHVUHSUHVHQWWKHIXWXUHWD[FRQVHTXHQFHVRIWKRVHGLIIHUHQFHV
ZKLFKZLOOHLWKHUEHWD[DEOHRUGHGXFWLEOHZKHQWKHDVVHWVDQGOLDELOLWLHVDUHUHFRYHUHGRUVHWWOHG
'HIHUUHGWD[HVDUHDOVRUHFRJQL]HGIRUDQ\RSHUDWLQJORVVFDUU\IRUZDUGVFKDULWDEOHFRQWULEXWLRQ
FDUU\IRUZDUGVDQGWD[FUHGLWFDUU\IRUZDUGVWKDWDUHDYDLODEOHWRRIIVHWIXWXUHLQFRPHWD[HV$GHIHUUHG
WD[DVVHWLVUHFRJQL]HGRQO\WRWKHH[WHQWWKDWLWLVSUREDEOHWKDWIXWXUHWD[DEOHSURILWVZLOOEH
DYDLODEOHDJDLQVWZKLFKWKHDVVHWFDQEHXWLOL]HG

)RUWKHSHULRGWKH&RPSDQ\RSHUDWHGDVDOLPLWHGOLDELOLW\FRPSDQ\QRSURYLVLRQKDVEHHQPDGHIRU
IHGHUDODQGVWDWHLQFRPHWD[HVVLQFHWKHSURSRUWLRQDWHVKDUHRIWKH&RPSDQ\·VLQFRPHRUORVVLV
LQFOXGHGLQWKHSHUVRQDOWD[UHWXUQVRIWKHPHPEHUV

6WRFNEDVHG&RPSHQVDWLRQ

&RPSHQVDWLRQFRVWIRUHPSOR\HHVWRFNRSWLRQVRUVLPLODUHTXLW\LQVWUXPHQWVOHVVH[SHFWHG
IRUIHLWXUHVEDVHGXSRQDKLVWRULFDOWUHQGDQDO\VLVLVPHDVXUHGDWIDLUYDOXHRQWKHJUDQWGDWHRIWKH
DZDUGDQGUHFRJQL]HGRQDVWUDLJKWOLQHEDVLVRYHUWKHUHTXLVLWHVHUYLFHSHULRGZKLFKLVW\SLFDOO\WKH
YHVWLQJSHULRG7KH&RPSDQ\XVHVWKH%ODFN6FKROHVRSWLRQSULFLQJPRGHOWRFDOFXODWHWKHIDLUYDOXH
RIWKHDZDUGV7KH%ODFN6FKROHVPRGHOUHTXLUHVHVWLPDWHVIRUVWRFNSULFHYRODWLOLW\H[SHFWHGWHUP
DQGULVNIUHHLQWHUHVWUDWHV7KHSHULRGRIKLVWRULFDOYRODWLOLW\XVHGWRGHULYHWKHFRPSXWHGYRODWLOLW\LV
WKHVDPHDVWKHH[SHFWHGOLIHRIWKHRSWLRQ&KDQJHVLQWKHVHHVWLPDWHVFRXOGLPSDFWH[SHQVH
UHFRJQLWLRQIRUIXWXUHDZDUGV

$GYHUWLVLQJ

7KH&RPSDQ\FKDUJHVDGYHUWLVLQJFRVWVWRH[SHQVHDVLQFXUUHG




%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV &RQWLQXHG 

(DUQLQJV /RVV SHU6KDUH

7KH&RPSDQ\SUHVHQWVEDVLFDQGGLOXWHGHDUQLQJV ORVV SHUVKDUH ´(36µ GDWDIRULWVVKDUHVRI
FRPPRQVWRFN%DVLF(36LVFDOFXODWHGE\GLYLGLQJWKHSURILWRUORVVDWWULEXWDEOHWRFRPPRQ
VWRFNKROGHUVRIWKH&RPSDQ\E\WKHZHLJKWHGDYHUDJHQXPEHURIVKDUHVRXWVWDQGLQJGXULQJWKH
\HDU'LOXWHG(36LVFDOFXODWHGE\DGMXVWLQJWKHSURILWRUORVVDWWULEXWDEOHWRFRPPRQVWRFNKROGHUV
DQGWKHZHLJKWHGDYHUDJHQXPEHURIVKDUHVRXWVWDQGLQJIRUWKHHIIHFWVRIDOOGLOXWLYHSRWHQWLDO
VKDUHVRIFRPPRQVWRFNZKLFKLQFOXGHVJUDQWHGVWRFNRSWLRQV WUHDVXU\VWRFNPHWKRG DQG
FRQYHUVLRQIHDWXUHVIRUQRWHVSD\DEOHDQGSUHIHUUHGVWRFN LIFRQYHUWHGPHWKRG +RZHYHUWKH
FRPSXWDWLRQRIGLOXWHG(36VKDOOQRWDVVXPHFRQYHUVLRQH[HUFLVHRUFRQWLQJHQWLVVXDQFHRIVHFXULWLHV
WKDWZRXOGKDYHDQDQWLGLOXWLYHHIIHFWRQ(36

&DVKDQG&DVK(TXLYDOHQWV

)RUSXUSRVHVRIWKH6WDWHPHQWVRI&DVK)ORZVWKH&RPSDQ\FRQVLGHUVDOOKLJKO\OLTXLGLQVWUXPHQWV
WKDWDUHSXUFKDVHGZLWKLQWKUHHPRQWKVRUOHVVRIDQLQVWUXPHQWVPDWXULW\GDWHWREHFDVK
HTXLYDOHQWV

1RQFDVKLQYHVWLQJDFWLYLWLHVLQFOXGHWKHLVVXDQFHRIVKDUHVRIFRPPRQVWRFNPHDVXUHGDW
IDLUYDOXHRIWRDFTXLUHSURGXFWLYHDVVHWVDQGDEXVLQHVVDVGLVFORVHGLQ1RWH

1RQFDVKILQDQFLQJDFWLYLWLHVLQFOXGHWKHFRQYHUVLRQRIQRWHVSD\DEOHLQWKHDPRXQWRI
SOXVXQSDLGDFFUXHGLQWHUHVWRILQWRVKDUHVRISUHIHUUHGVWRFNRQ1RYHPEHU
DVGLVFORVHGLQ1RWH

)LQDQFLDO,QVWUXPHQWV

)LQDQFLDOLQVWUXPHQWVDUHFODVVLILHGLQWRFDWHJRULHVLQFOXGLQJIDLUYDOXHWKURXJKSURILWRUORVVORDQV
DQGUHFHLYDEOHVKHOGWRPDWXULW\LQYHVWPHQWVDYDLODEOHIRUVDOHLQYHVWPHQWVDQGRWKHUOLDELOLWLHV
)LQDQFLDOLQVWUXPHQWVDUHUHFRJQL]HGRQWKHFRQWUDFWGDWHDQGLQLWLDOO\PHDVXUHGDWIDLUYDOXH7KHLU
VXEVHTXHQWPHDVXUHPHQWGHSHQGVRQWKHLUFODVVLILFDWLRQ$VRI'HFHPEHUDQGDOORI
WKH&RPSDQ\·VILQDQFLDOLQVWUXPHQWVZHUHFODVVLILHGDVHLWKHUORDQVDQGUHFHLYDEOHVRURWKHUOLDELOLWLHV
/RDQVDQGUHFHLYDEOHVDUHQRQGHULYDWLYHILQDQFLDODVVHWVZLWKIL[HGRUGHWHUPLQDEOHSD\PHQWVWKDW
DUHQRWTXRWHGLQDQDFWLYHPDUNHW2WKHUOLDELOLWLHVUHSUHVHQWXQVHFXUHGOLDELOLWLHVIRUJRRGVDQG
VHUYLFHVSURYLGHGWRWKH&RPSDQ\SULRUWRWKHHQGRIWKHILQDQFLDO\HDUZKLFKDUHXQSDLG%RWKRI
WKHVHFODVVLILFDWLRQVDUHFDUULHGDWDPRUWL]HGFRVWXVLQJWKHHIIHFWLYHLQWHUHVWPHWKRGDQGQRW
UHYDOXHGH[FHSWIRUFKDQJHVLQH[FKDQJHUDWHVDQGIRUHFDVWFRQWUDFWXDOFDVKIORZVZKLFKDUH
LQFOXGHGLQWKH6WDWHPHQWVRI/RVV)LQDQFLDOLQVWUXPHQWVDUHGHUHFRJQL]HGRQH[SLU\RUZKHQDOO
FRQWUDFWXDOULJKWVDQGREOLJDWLRQVDUHWUDQVIHUUHG





%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV &RQWLQXHG 

5HFHQWO\,VVXHG$FFRXQWLQJ3URQRXQFHPHQWV

,Q0D\WKH,$6%LVVXHG,)56  DVDPHQGHGLQ
6HSWHPEHUDQGIXUWKHUFODULILHGLQ$SULOZKLFKVXSHUVHGHVQHDUO\DOOH[LVWLQJUHYHQXH
UHFRJQLWLRQJXLGDQFH7KLVVWDQGDUGHVWDEOLVKHVSULQFLSOHVIRUUHSRUWLQJWKHQDWXUHDPRXQWWLPLQJ
DQGXQFHUWDLQW\RIUHYHQXHDQGFDVKIORZVDULVLQJIURPDQHQWLW\·VFRQWUDFWZLWKFXVWRPHUV7KLV
VWDQGDUGLVHIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJRQRUDIWHU-DQXDU\ZLWKHDUO\DGRSWLRQ
SHUPLWWHG7KH&RPSDQ\KDVHOHFWHGWRHDUO\DGRSWDQGDSSO\WRDOOFRQWUDFWVVLQFHLQFHSWLRQLQ


,Q-XO\WKH,$6%LVVXHG,)56   ZKLFKUHYLVHGJXLGDQFHRQWKH
FODVVLILFDWLRQDQGPHDVXUHPHQWRIILQDQFLDOLQVWUXPHQWV,QDGGLWLRQWKHVWDQGDUGSURYLGHGDQHZ
H[SHFWHGFUHGLWORVVPRGHOIRUFDOFXODWLQJLPSDLUPHQWRQILQDQFLDODVVHWVDQGQHZJHQHUDOKHGJH
DFFRXQWLQJUHTXLUHPHQWV7KLVVWDQGDUGLVHIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJRQRUDIWHU-DQXDU\
ZLWKHDUO\DGRSWLRQSHUPLWWHG7KH&RPSDQ\LVFXUUHQWO\HYDOXDWLQJWKHHIIHFWRIWKLVVWDQGDUG

,Q-DQXDU\WKH,$6%LVVXHG,)56 7KHVWDQGDUGLQWURGXFHVDVLQJOHOHVVHHDFFRXQWLQJ
PRGHODQGUHTXLUHVDOHVVHHWRUHFRJQL]HDVVHWVDQGOLDELOLWLHVIRUDOOOHDVHVZLWKDWHUPRIPRUHWKDQ
PRQWKVXQOHVVWKHXQGHUO\LQJDVVHWLVRIORZYDOXH$OHVVHHLVUHTXLUHGWRUHFRJQL]HDULJKWRIXVH
DVVHWUHSUHVHQWLQJLWVULJKWWRXVHWKHXQGHUO\LQJOHDVHGDVVHWDQGDOHDVHOLDELOLW\UHSUHVHQWLQJLWV
REOLJDWLRQWRPDNHOHDVHSD\PHQWV7KLVVWDQGDUGLVHIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJRQRUDIWHU
-DQXDU\ZLWKHDUO\DGRSWLRQSHUPLWWHGEXWQRHDUOLHUWKDQWKHHQWLW\·VDGRSWLRQRI,)56
  7KH&RPSDQ\LVFXUUHQWO\HYDOXDWLQJWKHHIIHFWRIWKLV
VWDQGDUG

,Q-XQHWKH,$6%DPHQGHG,)56    WRDGGUHVV L FHUWDLQLVVXHVUHODWHG
WRWKHDFFRXQWLQJIRUFDVKVHWWOHGDZDUGVDQG LL WKHDFFRXQWLQJIRUHTXLW\VHWWOHGDZDUGVWKDW
LQFOXGHD´QHWVHWWOHPHQWµIHDWXUHZLWKUHVSHFWWRHPSOR\HHZLWKKROGLQJWD[HV7KLVDPHQGPHQWLV
HIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJRQRUDIWHU-DQXDU\7KH&RPSDQ\LVFXUUHQWO\
HYDOXDWLQJWKHHIIHFWRIWKLVDPHQGPHQW






%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH%XVLQHVV$FTXLVLWLRQ

2Q1RYHPEHUWKH&RPSDQ\DFTXLUHGDOORIWKHXQLWVRI'HIHQGHU0DUNHWLQJ6HUYLFHV//&
'%$V*UDVVZRUNV'LJLWDO*UDVVZRUNV0HGLDDQG6LPSOH0DULMXDQD0HQX DQGLWVFXVWRPHUEDVHIRU
FRQVLGHUDWLRQRIVKDUHVRILWVFRPPRQVWRFNFDVKRIDQGRIUHYHQXHVGHULYHG
IURPDFTXLUHGVXEVFULSWLRQDJUHHPHQWVIRUDSHULRGRIRQH\HDUIURPWKHDFTXLVLWLRQGDWHHVWLPDWHG
WREH2QHWKLUGRIWKHFRQVLGHUDWLRQVKDUHVLVVXHGWRWKHVHOOHUVDUHVXEMHFWWRDYHVWLQJ
PLOHVWRQHRIWKH&RPSDQ\UHWDLQLQJRI'HIHQGHU0DUNLQJ6HUYLFHV//&·VFXVWRPHUVPRQWKV
DIWHUWKHFORVLQJGDWH$GGLWLRQDOO\WKHSDUWLHVDJUHHGWKDWWKHSXUFKDVHSULFHIRUWKHXQLWVLQFOXGLQJ
WKHDVVXPSWLRQRUWUDQVIHURIDQ\OLDELOLW\RI'HIHQGHU0DUNHWLQJ6HUYLFHV//&UHFRJQL]HGIRUWD[
SXUSRVHVVKDOOEHDOORFDWHGDPRQJWKHDVVHWVRIWKH'HIHQGHU0DUNHWLQJ6HUYLFHV//&LQDFFRUGDQFH
ZLWKWKHSULQFLSOHVRI6HFWLRQDQG6HFWLRQRIWKH,QWHUQDO5HYHQXH6HUYLFH&RGH7KH
&RPSDQ\LQFXUUHGDSSUR[LPDWHO\RIDFTXLVLWLRQUHODWHGFRVWVZKLFKDUHLQFOXGHGDVD
FRPSRQHQWRIRWKHURSHUDWLQJH[SHQVHV7KHIROORZLQJLVDFRQGHQVHGEDODQFHVKHHWGLVFORVLQJWKH
DPRXQWDVVLJQHGWRHDFKPDMRUDVVHWDQGOLDELOLW\FDSWLRQRI'HIHQGHU0DUNHWLQJ6HUYLFHV//&DWWKH
DFTXLVLWLRQGDWH

$VVHWV
&DVK


$FFRXQWVUHFHLYDEOH

3UHSDLGH[SHQVHV
&XVWRPHUOLVW
*RRGZLOO





7RWDO$VVHWV

 

/LDELOLWLHV
$FFRXQWVSD\DEOH
$FFUXHGH[SHQVHV
'HIHUUHGUHYHQXH





7RWDO/LDELOLWLHV



1HW$VVHWV

 

&DVKFRQVLGHUDWLRQ
(VWLPDWHGHDUQRXWOLDELOLW\
)DLUYDOXHRIFRPPRQVWRFNFRQVLGHUDWLRQ

 


 




%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH&RQWUDFW$VVHWVDQG&RQWUDFW/LDELOLWLHV

&RQWUDFWDVVHWV OLDELOLWLHV DUHFRPSULVHGRIWKHIROORZLQJDW'HFHPEHUDQG





$FFRXQWVUHFHLYDEOHJURVV
'HIHUUHGFRQWUDFWFRVWV




'HIHUUHGUHYHQXH








 


 

7KHLQFUHDVHVZLWKLQDFFRXQWVUHFHLYDEOHDQGGHIHUUHGUHYHQXHZHUHSULPDULO\GXHWRQRUPDOWLPLQJ
GLIIHUHQFHVEHWZHHQWKH&RPSDQ\·VSHUIRUPDQFHDQGWKHFXVWRPHUV·SD\PHQWV+RZHYHULQ
DQGRIWKHLQFUHDVHLQDFFRXQWVUHFHLYDEOHDQGGHIHUUHGUHYHQXHUHVSHFWLYHO\ZHUH
WKHUHVXOWRIWKHEXVLQHVVFRPELQDWLRQGLVFXVVHGLQ1RWH

)RUWKH\HDUVHQGHG'HFHPEHUDQGWKH&RPSDQ\UHFRJQL]HGUHYHQXHRI
DSSUR[LPDWHO\DQGUHVSHFWLYHO\IURPDPRXQWVWKDWZHUHLQFOXGHGLQGHIHUUHG
UHYHQXHDWWKHEHJLQQLQJRIHDFK\HDU

'HIHUUHGFRQWUDFWFRVWVSULPDULO\FRQVLVWRIVDOHVFRPPLVVLRQV)RUWKH\HDUVHQGHG'HFHPEHU
DQGWKH&RPSDQ\UHFRJQL]HGDPRUWL]DWLRQH[SHQVHRIDQGUHVSHFWLYHO\
DVDFRPSRQHQWRIVDODULHVDQGZDJHV7KHUHZHUHQRLPSDLUPHQWORVVHVUHFRJQL]HGGXULQJWKHVH
\HDUV


1RWH3URSHUW\DQG(TXLSPHQW

3URSHUW\DQGHTXLSPHQWLVFRPSULVHGRIWKHIROORZLQJDW'HFHPEHUDQG




/HDVHKROGLPSURYHPHQWV
)XUQLWXUHDQGIL[WXUHV
&RPSXWHUHTXLSPHQW




$FFXPXODWHGGHSUHFLDWLRQ











 





7KHSURYLVLRQIRUGHSUHFLDWLRQDPRXQWHGWRDQGIRUWKH\HDUVHQGHG'HFHPEHU
DQGUHVSHFWLYHO\








%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH*RRGZLOODQG2WKHU,QWDQJLEOH$VVHWV

$VSDUWRIWKHSXUFKDVHRI'HIHQGHU0DUNHWLQJ6HUYLFHV//&GXULQJWKH&RPSDQ\DFTXLUHG
LQWDQJLEOHDVVHWVRI2IWKDWDPRXQWKDVEHHQDVVLJQHGWRDFXVWRPHUOLVW
ZKLFKLVVXEMHFWWRSHULRGLFDPRUWL]DWLRQRYHUWKHZHLJKWHGDYHUDJHHVWLPDWHGXVHIXOOLIHRI\HDUV
*RRGZLOORIZKLFKLVQRWVXEMHFWWRDPRUWL]DWLRQDURVHLQFRQQHFWLRQZLWKWKHDFTXLVLWLRQ

7KHIROORZLQJWDEOHVHWVIRUWKWKHJURVVFDUU\LQJDPRXQWDQGDFFXPXODWHGDPRUWL]DWLRQRIWKH
&RPSDQ\·VLQWDQJLEOHDVVHWVDW'HFHPEHUDQGH[FOXGLQJJRRGZLOO




&XVWRPHUOLVW
$FFXPXODWHGDPRUWL]DWLRQ





 





7KHSURYLVLRQIRUDPRUWL]DWLRQDPRXQWHGWRDQGIRUWKH\HDUVHQGHG'HFHPEHU
DQGUHVSHFWLYHO\

$PRUWL]DWLRQH[SHQVHRQRWKHULQWDQJLEOHDVVHWVIRUHDFKRIWKHQH[WWKUHH\HDUVLVDVIROORZV

<HDU(QGLQJ'HFHPEHU

 





 










%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH,QFRPH7D[HV

7KHUHFRQFLOLDWLRQRIWKHIHGHUDODQGVWDWHVWDWXWRU\LQFRPHWD[UDWHRIDSSUR[LPDWHO\WRWKH
HIIHFWLYHWD[UDWH DSSUR[LPDWHO\DQGDW'HFHPEHUDQG LVDVIROORZVIRUWKH
\HDUVHQGHG'HFHPEHUDQG




 

 

([SHFWHGLQFRPHWD[UHFRYHU\

 



&KDQJHLQWD[EHQHILWVQRWUHFRJQL]HG





3URYLVLRQIRU,QFRPH7D[([SHQVH 5HFRYHU\





1HW/RVVEHIRUH,QFRPH7D[HV

8QUHFRJQL]HG'HIHUUHG7D[$VVHWV

'HIHUUHGWD[HVDUHSURYLGHGDVDUHVXOWRIWHPSRUDU\GLIIHUHQFHVWKDWDULVHGXHWRWKHGLIIHUHQFHV
EHWZHHQWKHLQFRPHWD[YDOXHVDQGWKHFDUU\LQJDPRXQWRIDVVHWVDQGOLDELOLWLHV'HIHUUHGWD[DVVHWV
KDYHQRWEHHQUHFRJQL]HGZLWKUHVSHFWWRWKHIROORZLQJDSSUR[LPDWHGHGXFWLEOHWHPSRUDU\
GLIIHUHQFHVDW'HFHPEHUDQGEHFDXVHLWLVQRWSUREDEOHWKDWIXWXUHWD[DEOHLQFRPH
ZLOOEHDYDLODEOHDJDLQVWZKLFKWKH&RPSDQ\FDQXWLOL]HWKHEHQHILWVWKHUHIURP









1HWRSHUDWLQJORVVFDUU\IRUZDUGV
'HIHUUHGUHYHQXHDQGRWKHU







7RWDO'HGXFWLEOH7HPSRUDU\'LIIHUHQFHV1RW5HFRJQL]HG





7KH&RPSDQ\·VIHGHUDODQGVWDWHQHWRSHUDWLQJORVVFDUU\IRUZDUGVH[SLUHEHWZHHQDQG


1RWH6WRFNKROGHUV·(TXLW\

(IIHFWLYH$XJXVWWKH&RPSDQ\ILOHGDVHFRQGDPHQGHGDQGUHVWDWHGFHUWLILFDWHRI
LQFRUSRUDWLRQZLWKWKH6WDWHRI'HODZDUHWRHIIHFWDIRUVWRFNVSOLWDQGLQFUHDVHLWVDXWKRUL]HG
VKDUHVRIFRPPRQDQGSUHIHUUHGVWRFNWRDQGUHVSHFWLYHO\3UHIHUUHGVWRFNRI
DQGZDVGHVLJQDWHGDV6HULHV6HHG3UHIHUUHG6WRFNDQG6HULHV$3UHIHUUHG6WRFN
UHVSHFWLYHO\






%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH6WRFNKROGHUV·(TXLW\ &RQWLQXHG 

&RPPRQ6WRFN

7KH&RPSDQ\KDVYRWLQJVWRFNZLWKHTXDOYRWLQJULJKWVDQGWKHSDUYDOXHRIDOOVWRFNLV

2Q)HEUXDU\WKH&RPSDQ\UHSXUFKDVHGVKDUHVRIFRPPRQVWRFNIRU

2Q1RYHPEHUWKH&RPSDQ\LVVXHGVKDUHVRIFRPPRQVWRFNPHDVXUHGDWIDLU
YDOXHRIWRDFTXLUHSURGXFWLYHDVVHWVDQGDEXVLQHVVGLVFORVHGLQ1RWH

&HUWDLQLQGLYLGXDOVH[HUFLVHGVWRFNRSWLRQVGXULQJWKH\HDUHQGHG'HFHPEHUIRUDQ
DJJUHJDWHSXUFKDVHSULFHRI+RZHYHURIWKHVHVWRFNRSWLRQVZHUHXQYHVWHGDW
'HFHPEHUDQGWKH&RPSDQ\KDVDFRUUHVSRQGLQJULJKWWRUHSXUFKDVHWKHUHIRUHWKHVH
VKDUHVDUHFRQVLGHUHGLVVXHGEXWQRWRXWVWDQGLQJ

7KHIROORZLQJVXPPDUL]HVWKH&RPSDQ\·VVKDUHVRIFRPPRQVWRFNDW'HFHPEHUDQG




$XWKRUL]HG
,VVXHG
2XWVWDQGLQJ










3UHIHUUHG6WRFN

7KH&RPSDQ\·V6HULHV6HHG3UHIHUUHG6WRFNRULJLQDWHGRQ1RYHPEHUXSRQILOLQJLWV
UHVWDWHGFHUWLILFDWHRILQFRUSRUDWLRQZLWKWKH6WDWHRI'HODZDUH

7KH&RPSDQ\KDGLVVXHGVHSDUDWHQRWHVSD\DEOHEHWZHHQ$XJXVWDQG)HEUXDU\LQWKH
DJJUHJDWHDPRXQWRILQFOXGLQJIRUVHUYLFHVUHQGHUHG7KHQRWHVFRQWDLQHGD
FRQYHUVLRQIHDWXUHZKHUHE\XSRQWKHFORVLQJRIWKHQH[WHTXLW\ILQDQFLQJWKHVHQRWHVSD\DEOHDQG
DQ\XQSDLGDFFUXHGLQWHUHVWZRXOGDXWRPDWLFDOO\FRQYHUWLQWRVKDUHVRISUHIHUUHGVWRFNDWDFHUWDLQ
VSHFLILHGSULFH7KHHQWLUHW\RIWKHQRWHVSD\DEOHDQGXQSDLGDFFUXHGLQWHUHVWZHUHFRQYHUWHGLQWR
VKDUHVRI6HULHV6HHG3UHIHUUHG6WRFNRQ1RYHPEHU

'XULQJ1RYHPEHUDQG'HFHPEHUWKH&RPSDQ\LVVXHGDQDGGLWLRQDOVKDUHVRI6HULHV
6HHG3UHIHUUHG6WRFNDWDSSUR[LPDWHO\SHUVKDUHIRU




%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH6WRFNKROGHUV·(TXLW\ &RQWLQXHG 

3UHIHUUHG6WRFN &RQWLQXHG 

7KHIROORZLQJVXPPDUL]HVWKH&RPSDQ\·VVKDUHVRI6HULHV6HHG3UHIHUUHG6WRFNDW'HFHPEHU
DQG




$XWKRUL]HG
,VVXHG
2XWVWDQGLQJ









7KH&RPSDQ\·V6HULHV$3UHIHUUHG6WRFNRULJLQDWHGRQ$XJXVWXSRQILOLQJLWVVHFRQG
DPHQGHGDQGUHVWDWHGFHUWLILFDWHRILQFRUSRUDWLRQZLWKWKH6WDWHRI'HODZDUH

)URP$XJXVWWR2FWREHUWKH&RPSDQ\LVVXHGVKDUHVRI6HULHV$3UHIHUUHG6WRFNDW
DSSUR[LPDWHO\SHUVKDUHIRU

7KHIROORZLQJVXPPDUL]HVWKH&RPSDQ\·VVKDUHVRI6HULHV$3UHIHUUHG6WRFNDW'HFHPEHU
DQG




$XWKRUL]HG
,VVXHG
2XWVWDQGLQJ









 


(DFKKROGHURIRXWVWDQGLQJVKDUHVRISUHIHUUHGVWRFNPD\FDVWWKHQXPEHURIYRWHVHTXDOWRWKH
QXPEHURIZKROHVKDUHVRIFRPPRQVWRFNLQWRZKLFKWKHVKDUHVRISUHIHUUHGVWRFNKHOGE\VXFK
KROGHUDUHFRQYHUWLEOH

,QWKHHYHQWRIDQ\YROXQWDU\RULQYROXQWDU\OLTXLGDWLRQGLVVROXWLRQRUZLQGLQJXSWKH&RPSDQ\RU
DQ\GHHPHGOLTXLGDWLRQHYHQWEHIRUHDQ\SD\PHQWVKDOOEHPDGHWRWKHKROGHUVRIFRPPRQVWRFN
WKHKROGHUVRIVKDUHVRISUHIHUUHGVWRFNWKHQRXWVWDQGLQJPXVWEHSDLGRXWRIWKHIXQGVDQGDVVHWV
DYDLODEOHIRUGLVWULEXWLRQWRLWVVWRFNKROGHUVDQDPRXQWSHUVKDUHHTXDOWRWKHJUHDWHURIWKHRULJLQDO
LVVXHSULFHIRUVXFKVKDUHRISUHIHUUHGVWRFNSOXVDQ\GLYLGHQGVGHFODUHGEXWXQSDLGRUVXFKDPRXQW
SHUVKDUHDVZRXOGKDYHEHHQSD\DEOHKDGDOOVKDUHVRISUHIHUUHGVWRFNKDGEHHQFRQYHUWHGLQWR
FRPPRQVWRFNLPPHGLDWHO\SULRUWRVXFKOLTXLGDWLRQGLVVROXWLRQRUZLQGLQJXSRUGHHPHG
OLTXLGDWLRQHYHQW





%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH6WRFNKROGHUV·(TXLW\ &RQWLQXHG 

3UHIHUUHG6WRFN &RQWLQXHG 

(DFKVKDUHRISUHIHUUHGVWRFNLVFRQYHUWLEOHDWWKHRSWLRQRIWKHKROGHUDWDQ\WLPHDQGZLWKRXWWKH
SD\PHQWRIDGGLWLRQDOFRQVLGHUDWLRQLQWRVXFKQXPEHURIIXOO\SDLGDQGQRQDVVHVVDEOHVKDUHVRI
FRPPRQVWRFNDVLVGHWHUPLQHGE\GLYLGLQJWKHRULJLQDOLVVXHSULFHIRUWKHSUHIHUUHGVWRFNE\D
FRQYHUVLRQSULFHVXEMHFWWRFHUWDLQDGMXVWPHQWVDQGDQWLGLOXWLRQSURYLVLRQVDVGHILQHGLQWKH
DPHQGHGDQGUHVWDWHGFHUWLILFDWHRILQFRUSRUDWLRQ

$QQXDOGLYLGHQGUDWHVRIDSSUR[LPDWHO\DQGSHUVKDUHZHUHHVWDEOLVKHGIRU6HULHV6HHG
3UHIHUUHG6WRFNDQG6HULHV$3UHIHUUHG6WRFNUHVSHFWLYHO\7KH&RPSDQ\·VERDUGRIGLUHFWRUVLVXQGHU
QRREOLJDWLRQWRGHFODUHGLYLGHQGVDQGWKHGLYLGHQGVDUHQRQFXPXODWLYH6XEMHFWWRFHUWDLQGHILQHG
DGMXVWPHQWVWKHFRQYHUVLRQSULFHWRFRPPRQVWRFNLVLQLWLDOO\HTXDOWRDQDSSUR[LPDWHDQG
SHUVKDUHIRU6HULHV6HHG3UHIHUUHG6WRFNDQG6HULHV$3UHIHUUHG6WRFNUHVSHFWLYHO\

6WRFNEDVHG&RPSHQVDWLRQ

(IIHFWLYH$SULOWKH&RPSDQ\·VVWRFNKROGHUVDSSURYHGWKH(TXLW\,QFHQWLYH3ODQ8QGHUWKH
WHUPVRIWKLVSODQWKH&RPSDQ\PD\JUDQWRSWLRQVVWRFNDSSUHFLDWLRQULJKWVUHVWULFWHGVWRFNJUDQWV
DQGRUVWRFNXQLWVWRNH\HPSOR\HHVDQGWRDWWUDFWRWKHULQGLYLGXDOVZLWKRXWVWDQGLQJTXDOLILFDWLRQV
7KHPD[LPXPDJJUHJDWHQXPEHURIVKDUHVWKDWPD\EHLVVXHGXQGHUWKHSODQVKDOOQRWH[FHHG
VKDUHVRIFRPPRQVWRFN2SWLRQDZDUGVDUHJHQHUDOO\JUDQWHGZLWKDQH[HUFLVHSULFHHTXDO
WRWKHIDLUPDUNHWYDOXHRIWKH&RPSDQ\·VFRPPRQVWRFNRQWKHGDWHRIJUDQW7KRVHRSWLRQDZDUGV
JHQHUDOO\YHVWRYHUWKUHHWRIRXU\HDUVRIFRQWLQXRXVVHUYLFHDQGKDYHWHQ\HDUFRQWUDFWXDOWHUPV$
VWRFNRSWLRQDJUHHPHQWPD\SHUPLWDQRSWLRQHHWRH[HUFLVHDQRSWLRQEHIRUHLWLVYHVWHG DQ´HDUO\
H[HUFLVHµ VXEMHFWWRWKH&RPSDQ\·VULJKWRIUHSXUFKDVHDWWKHRULJLQDOH[HUFLVHSULFHRIDQ\VKDUHV
DFTXLUHGXQGHUWKHXQYHVWHGSRUWLRQRIWKHRSWLRQZKLFKULJKWRIUHSXUFKDVHVKDOOODSVHDWWKHVDPH
UDWHWKHRSWLRQZRXOGKDYHYHVWHGKDGWKHUHEHHQQRHDUO\H[HUFLVH&DVKUHFHLYHGIRUWKHH[HUFLVHRI
XQYHVWHGRSWLRQVLVWUHDWHGDVDOLDELOLW\DQGWUDQVIHUUHGLQWRFRPPRQVWRFNDQGDGGLWLRQDOSDLGLQ
FDSLWDODVWKHVKDUHVYHVW$VRI'HFHPEHUFXUUHQWDQGORQJWHUPOLDELOLWLHVRIDQG
UHVSHFWLYHO\KDYHEHHQUHFRJQL]HGLQWKHDFFRPSDQ\LQJ%DODQFH6KHHWVIRUWKHVKDUHV
VXEMHFWWRUHSXUFKDVH

7KHIDLUYDOXHRIHDFKRSWLRQDZDUGLVHVWLPDWHGRQWKHGDWHRIJUDQWXVLQJWKH%ODFN6FKROHV
RSWLRQSULFLQJPRGHOWKDWXVHVWKHDVVXPSWLRQVQRWHGLQWKHIROORZLQJWDEOHIRUWKH\HDUHQGHG
'HFHPEHU

  6WRFNSULFHYRODWLOLW\

  ([SHFWHGWHUP
\HDUV
  5LVNIUHHLQWHUHVWUDWH

  )RUIHLWXUHUDWH

  ([SHFWHGGLYLGHQGV





%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH6WRFNKROGHUV·(TXLW\ &RQWLQXHG 

6WRFNEDVHG&RPSHQVDWLRQ &RQWLQXHG 

$VXPPDU\RIRSWLRQDFWLYLW\XQGHUWKH(TXLW\,QFHQWLYH3ODQDVRI'HFHPEHUDQG
DQGFKDQJHVGXULQJWKH\HDUVWKHQHQGHGLVSUHVHQWHGEHORZ

:HLJKWHG

:HLJKWHG

$YHUDJH

$YHUDJH

5HPDLQLQJ

$JJUHJDWH

([HUFLVH

&RQWUDFWXDO

,QWULQVLF

6KDUHV

3ULFH

/LIH

9DOXH

2XWVWDQGLQJDW-DQXDU\







*UDQWHG







([HUFLVHG







)RUIHLWHGRUH[SLUHG

 



 

2XWVWDQGLQJDW'HFHPEHU

 

 



 

([HUFLVDEOHDW'HFHPEHU

 

 



 

2SWLRQV

:HLJKWHG




:HLJKWHG

$YHUDJH

$YHUDJH

5HPDLQLQJ

$JJUHJDWH

([HUFLVH

&RQWUDFWXDO

,QWULQVLF

/LIH

9DOXH

2SWLRQV

6KDUHV

3ULFH

2XWVWDQGLQJDW'HFHPEHU







*UDQWHG







([HUFLVHG

 



 

)RUIHLWHGRUH[SLUHG

 



 

2XWVWDQGLQJDW'HFHPEHU

 

 



 

([HUFLVDEOHDW'HFHPEHU

 

 



 






%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH6WRFNKROGHUV·(TXLW\ &RQWLQXHG 

6WRFNEDVHG&RPSHQVDWLRQ &RQWLQXHG 

$VXPPDU\RIWKHVWDWXVRIWKH&RPSDQ\·VQRQYHVWHGVKDUHVDVRI'HFHPEHUDQGDQG
FKDQJHVGXULQJWKH\HDUVWKHQHQGHGLVSUHVHQWHGEHORZ

:HLJKWHG

$YHUDJH
*UDQW'DWH
1RQYHVWHG6KDUHV

6KDUHV

)DLU9DOXH

1RQYHVWHGDW-DQXDU\





*UDQWHG





9HVWHG

 



)RUIHLWHG

 



1RQYHVWHGDW'HFHPEHU





*UDQWHG





9HVWHG

 



)RUIHLWHG

 



1RQYHVWHGDW'HFHPEHU





(DUO\H[HUFLVHRIRSWLRQV

 







1RQYHVWHGDQGXQH[HUFLVHG
DW'HFHPEHU



$VRI'HFHPEHUWKHUHZDVDSSUR[LPDWHO\RIWRWDOXQUHFRJQL]HGFRPSHQVDWLRQ
FRVWJUDQWHGXQGHUWKH(TXLW\,QFHQWLYH3ODQWKDWLVH[SHFWHGWREHUHFRJQL]HGRYHUDZHLJKWHG
DYHUDJHSHULRGRI\HDUV


1RWH2SHUDWLQJ/HDVH&RPPLWPHQWV

,Q0D\WKH&RPSDQ\H[HFXWHGDQRSHUDWLQJOHDVHZLWKPRQWKO\SD\PHQWVRIIRURIILFH
VSDFHLQ6DQ)UDQFLVFR&DOLIRUQLDFRPPHQFLQJLQ0D\DQGH[SLULQJLQ0D\

,Q2FWREHUWKH&RPSDQ\H[HFXWHGDQRSHUDWLQJOHDVHZLWKPRQWKO\SD\PHQWVHVFDODWLQJIURP
WRIRURIILFHVSDFHLQ'HQYHU&RORUDGRFRPPHQFLQJLQ'HFHPEHUDQG
H[SLULQJLQ1RYHPEHU




%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH2SHUDWLQJ/HDVH&RPPLWPHQWV &RQWLQXHG 

5HQWH[SHQVHZDVDQGIRUWKH\HDUVHQGHG'HFHPEHUDQG
UHVSHFWLYHO\

0LQLPXPDQQXDORSHUDWLQJOHDVHSD\PHQWVIRUWKH\HDUVVXEVHTXHQWWRDUHDVIROORZV

<HDU(QGLQJ'HFHPEHU












 


1RWH)LQDQFLDO,QVWUXPHQWVDQG5LVN0DQDJHPHQW

7KH&RPSDQ\·VILQDQFLDOLQVWUXPHQWVKDYHEHHQFODVVLILHGDVIROORZV

)LQDQFLDO,QVWUXPHQW
&ODVVLILFDWLRQ

&DVKDQGFDVKHTXLYDOHQWV
$FFRXQWVUHFHLYDEOH
$FFRXQWVSD\DEOH

/RDQVDQGUHFHLYDEOHV
/RDQVDQGUHFHLYDEOHV
2WKHUOLDELOLWLHV





7KHIDLUYDOXHVDUHDVVXPHGWRDSSUR[LPDWHFRVWGXHWRWKHUHODWLYHVKRUWWHUPPDWXULW\RIWKHVH
ILQDQFLDOLQVWUXPHQWV

7KHSULQFLSDOILQDQFLDOULVNVWRZKLFKWKH&RPSDQ\LVH[SRVHGLQFOXGHFUHGLWULVNPDUNHWULVNOLTXLGLW\
ULVNDQGLQWHUHVWUDWHULVN

&UHGLW5LVN

7KH&RPSDQ\·VILQDQFLDOLQVWUXPHQWVWKDWDUHH[SRVHGWRFUHGLWULVNFRQVLVWSULPDULO\RIFDVKDQG
FDVKHTXLYDOHQWVDQGDFFRXQWVUHFHLYDEOHV7KH&RPSDQ\SODFHVLWVFDVKDQGFDVKHTXLYDOHQWVZLWK
SULPDULO\RQHILQDQFLDOLQVWLWXWLRQ$WWLPHVVXFKDPRXQWVPD\EHLQH[FHVVRIWKH)',&LQVXUHGOLPLW
7KH&RPSDQ\KDVQHYHUH[SHULHQFHGDQ\ORVVHVUHODWHGWRWKHVHEDODQFHV7KH&RPSDQ\URXWLQHO\
DVVHVVHVWKHILQDQFLDOVWUHQJWKRILWVFXVWRPHUVDQGDVDFRQVHTXHQFHEHOLHYHVWKDWLWVDFFRXQWV
UHFHLYDEOHFUHGLWULVNH[SRVXUHLVOLPLWHG





%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH)LQDQFLDO,QVWUXPHQWVDQG5LVN0DQDJHPHQW &RQWLQXHG 

0DUNHW5LVN

$VLJQLILFDQWSRUWLRQRIWKH&RPSDQ\·VFXVWRPHUEDVHRSHUDWHVLQWKHUHFUHDWLRQDODQGPHGLFDO
FDQQDELVLQGXVWU\ZLWKLQWKH86&DQQDELVLVFDWHJRUL]HGE\WKH86)HGHUDO*RYHUQPHQWDVD
6FKHGXOHQDUFRWLFDQGDVVXFKDQLOOHJDOVXEVWDQFH2Q-DQXDU\$WWRUQH\*HQHUDO-HII
6HVVLRQVLVVXHGDPHPRUDQGXPIRUDOO86DWWRUQH\VUHVFLQGLQJWKHHDUOLHU&ROH0HPRDQGUHODWHG
'HSDUWPHQWRI-XVWLFHJXLGHOLQHVZKLFKKDGVHWIRUWKDSROLF\RIQRQLQWHUIHUHQFHZLWKUHVSHFWWR
VWDWHOHJDOL]DWLRQRIFDQQDELV1RWDEO\WKH'HSDUWPHQWRI7UHDVXU\·V)LQDQFLDO&ULPHV(QIRUFHPHQW
1HWZRUNKDVQRWUHWUDFWHGLWV´VDIHKDUERUµJXLGDQFHIRUILQDQFLDOLQVWLWXWLRQVLVVXHGVKRUWO\DIWHUWKH
&ROH0HPR7KHSUDFWLFDOLPSDFWRIWKH6HVVLRQVPHPRUDQGXPKDVQRW\HWEHFRPHFOHDUXQWLOWKH
VWDQFHRQHQIRUFHPHQWE\IHGHUDOSURVHFXWRUVLVVHHQRIZKLFKWKHUHKDVEHHQQRVLJQLILFDQWDFWLYLW\
WRGDWH

/LTXLGLW\5LVN

/LTXLGLW\ULVNUHIHUVWRWKHULVNWKDWWKH&RPSDQ\ZLOOHQFRXQWHUGLIILFXOW\LQUDLVLQJIXQGVDWVKRUW
QRWLFHWRPHHWFRPPLWPHQWVDVVRFLDWHGZLWKILQDQFLDOLQVWUXPHQWV7KH&RPSDQ\PDLQWDLQVVXIILFLHQW
IXQGVWRPHHWWKHVKRUWWHUPDQGORQJWHUPFRPPLWPHQWVEDVHGRQKLVWRULFDODQGIRUHFDVWHGFDVK
IORZPDQDJHPHQW7KHH[SRVXUHLVUHYLHZHGRQDQRQJRLQJEDVLVIURPGDLO\SURFHGXUHVWRPRQWKO\
UHSRUWLQJ$OORIWKH&RPSDQ\·VILQDQFLDOOLDELOLWLHVKDYHFRQWUDFWXDOPDWXULWLHVZLWKLQPRQWKV7KH
&RPSDQ\H[SHFWVWRPHHWLWVFRPPLWPHQWVIURPRSHUDWLQJFDVKIORZVDQGSURFHHGVRIPDWXULQJ
ILQDQFLDODVVHWVLQFOXGLQJWKRVHIXQGVSURYLGHGE\GHEWDQGHTXLW\ILQDQFLQJGLVFXVVHGLQ1RWH

,QWHUHVW5DWH5LVN

,QWHUHVWUDWHULVNLVWKHULVNWKDWWKHIDLUYDOXHRUIXWXUHFDVKIORZVZLOOIOXFWXDWHDVDUHVXOWRIFKDQJHV
LQPDUNHWULVN7KH&RPSDQ\·VVHQVLWLYLW\WRLQWHUHVWUDWHULVNLVFXUUHQWO\PLQLPDO

&DSLWDO0DQDJHPHQW

7KH&RPSDQ\PDQDJHVLWVFDSLWDOWRHQVXUHLWZLOOEHDEOHWRFRQWLQXHDVDJRLQJFRQFHUQ$OWKRXJK
WKH&RPSDQ\KDVEHJXQRSHUDWLRQVWKDWJHQHUDWHFDVKIORZVLWGHSHQGVRQGHEWDQGHTXLW\
ILQDQFLQJVWRIXQGDVLJQLILFDQWSRUWLRQRILWVRSHUDWLQJH[SHQVHVDQGFRPPLWPHQWV7KH&RPSDQ\
KDVUDLVHGFDSLWDOWKURXJKGHEWDQGHTXLW\ILQDQFLQJVRIDSSUR[LPDWHO\ZKLOHLQFXUULQJ
DQDFFXPXODWHGGHILFLWRIDSSUR[LPDWHO\WKURXJK'HFHPEHU,QRUGHUWRPDLQWDLQ
RUDGMXVWWKHUHTXLUHGFDSLWDOVWUXFWXUHWKH&RPSDQ\PD\LVVXHQHZVKDUHVRIFRPPRQRUSUHIHUUHG
VWRFN7KH&RPSDQ\LVQRWUHTXLUHGWRSD\GLYLGHQGVDQGLVQRWVXEMHFWWRDQ\H[WHUQDOO\LPSRVHG
FDSLWDOUHTXLUHPHQWV





%$.(57(&+12/2*,(6,1&
1RWHVWR)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH5HODWHG3DUW\7UDQVDFWLRQV

7KH&RPSDQ\KDVUHYHQXHVIURPDPLQRULW\VWRFNKROGHURIWKH&RPSDQ\7KH&RPSDQ\UHFRJQL]HG
UHYHQXHVRIDSSUR[LPDWHO\DQGIURPWKLVVWRFNKROGHUIRUWKH\HDUVHQGHG
'HFHPEHUDQGUHVSHFWLYHO\7KH&RPSDQ\DOVRKDGRXWVWDQGLQJDFFRXQWVUHFHLYDEOH
IURPWKLVVDPHVWRFNKROGHURIDSSUR[LPDWHO\DQGDVRI'HFHPEHUDQG
UHVSHFWLYHO\


1RWH6XEVHTXHQW(YHQWV

0DQDJHPHQWKDVHYDOXDWHGVXEVHTXHQWHYHQWVWKURXJK$SULOWKHGDWHRQZKLFKWKH
ILQDQFLDOVWDWHPHQWVZHUHDYDLODEOHWREHLVVXHG

'XULQJWKHVXEVHTXHQWSHULRGWKH&RPSDQ\JUDQWHGDSSUR[LPDWHO\VWRFNRSWLRQVZLWK
PRQWKYHVWLQJSHULRGVDQGDQH[HUFLVHSULFHRISHUVKDUH$SSUR[LPDWHO\VKDUHVZHUH
H[HUFLVHGDWH[HUFLVHSULFHVUDQJLQJIURPWRSHUVKDUH$SSUR[LPDWHO\VKDUHV
IRUIHLWHGRUH[SLUHGZLWKH[HUFLVHSULFHVUDQJLQJIURPWRSHUVKDUH


1RWH5HFODVVLILFDWLRQ

&HUWDLQDPRXQWVLQFOXGHGLQWKHSULRU\HDU·VILQDQFLDOVWDWHPHQWVKDYHEHHQUHFODVVLILHGWRFRQIRUP
WRWKHFXUUHQW\HDU·VSUHVHQWDWLRQ7KHUHFODVVLILFDWLRQVKDYHQRHIIHFWRQWRWDODVVHWVWRWDOOLDELOLWLHV
VWRFNKROGHUV HTXLW\RUQHWORVVDVSUHYLRXVO\UHSRUWHG





%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
&RPELQHG)LQDQFLDO6WDWHPHQWV
<HDUV(QGHG'HFHPEHUDQG





%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&



7$%/(2)&217(176



,QGHSHQGHQW$XGLWRUV·5HSRUWRQWKH&RPELQHG)LQDQFLDO6WDWHPHQWV3DJH


)LQDQFLDO6WDWHPHQWV
 &RPELQHG6WDWHPHQWVRI/RVV

 &RPELQHG6WDWHPHQWVRI)LQDQFLDO3RVLWLRQ

 &RPELQHG6WDWHPHQWVRI&KDQJHVLQ6WRFNKROGHUV·(TXLW\ 'HILFLW 

 &RPELQHG6WDWHPHQWVRI&DVK)ORZV

 1RWHVWR&RPELQHG)LQDQFLDO6WDWHPHQWV








,QGHSHQGHQW$XGLWRUV·5HSRUW

7RWKH%RDUGRI'LUHFWRUV
%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
'HQYHU&RORUDGR

:HKDYHDXGLWHGWKHDFFRPSDQ\LQJFRPELQHGILQDQFLDOVWDWHPHQWVRI%$.(57(&+12/2*,(6,1&$1'%$.(5
7(&+12/2*,(6//&ZKLFKFRPSULVHWKHFRPELQHGVWDWHPHQWVRIILQDQFLDOSRVLWLRQDVRI'HFHPEHUDQG
DQGWKHUHODWHGFRPELQHGVWDWHPHQWVRIORVVFKDQJHVLQVWRFNKROGHUV·HTXLW\ GHILFLW DQGFDVKIORZVIRUWKH\HDUVWKHQ
HQGHGDQGQRWHVFRPSULVLQJDVXPPDU\RIVLJQLILFDQWDFFRXQWLQJSROLFLHVDQGRWKHUH[SODQDWRU\LQIRUPDWLRQ

               

0DQDJHPHQWLVUHVSRQVLEOHIRUWKHSUHSDUDWLRQDQGIDLUSUHVHQWDWLRQRIWKHVHFRPELQHGILQDQFLDOVWDWHPHQWVLQ
DFFRUGDQFHZLWK,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGVDVLVVXHGE\WKH,QWHUQDWLRQDO$FFRXQWLQJ6WDQGDUGV%RDUG
DQGIRUVXFKLQWHUQDOFRQWURODVPDQDJHPHQWGHWHUPLQHVLVQHFHVVDU\WRHQDEOHWKHSUHSDUDWLRQRIFRPELQHGILQDQFLDO
VWDWHPHQWVWKDWDUHIUHHIURPPDWHULDOPLVVWDWHPHQWZKHWKHUGXHWRIUDXGRUHUURU

   

2XUUHVSRQVLELOLW\LVWRH[SUHVVDQRSLQLRQRQWKHVHFRPELQHGILQDQFLDOVWDWHPHQWVEDVHGRQRXUDXGLWV:HFRQGXFWHG
RXUDXGLWVLQDFFRUGDQFHZLWKDXGLWLQJVWDQGDUGVJHQHUDOO\DFFHSWHGLQWKH8QLWHG6WDWHVRI$PHULFDDQG&DQDGLDQ
JHQHUDOO\DFFHSWHGDXGLWLQJVWDQGDUGV7KRVHVWDQGDUGVUHTXLUHWKDWZHFRPSO\ZLWKHWKLFDOUHTXLUHPHQWVDQGSODQDQG
SHUIRUPWKHDXGLWVWRREWDLQUHDVRQDEOHDVVXUDQFHDERXWZKHWKHUWKHFRPELQHGILQDQFLDOVWDWHPHQWVDUHIUHHIURP
PDWHULDOPLVVWDWHPHQW

$QDXGLWLQYROYHVSHUIRUPLQJSURFHGXUHVWRREWDLQDXGLWHYLGHQFHDERXWWKHDPRXQWVDQGGLVFORVXUHVLQWKHFRPELQHG
ILQDQFLDOVWDWHPHQWV7KHSURFHGXUHVVHOHFWHGGHSHQGRQWKHDXGLWRUV·MXGJPHQWLQFOXGLQJWKHDVVHVVPHQWRIWKHULVNV
RIPDWHULDOPLVVWDWHPHQWRIWKHFRPELQHGILQDQFLDOVWDWHPHQWVZKHWKHUGXHWRIUDXGRUHUURU,QPDNLQJWKRVHULVN
DVVHVVPHQWVWKHDXGLWRUFRQVLGHUVLQWHUQDOFRQWUROUHOHYDQWWRWKHHQWLW\·VSUHSDUDWLRQDQGIDLUSUHVHQWDWLRQRIWKH
FRPELQHGILQDQFLDOVWDWHPHQWVLQRUGHUWRGHVLJQDXGLWSURFHGXUHVWKDWDUHDSSURSULDWHLQWKHFLUFXPVWDQFHVEXWQRWIRU
WKHSXUSRVHRIH[SUHVVLQJDQRSLQLRQRQWKHHIIHFWLYHQHVVRIWKHHQWLW\·VLQWHUQDOFRQWURO$FFRUGLQJO\ZHH[SUHVVQR
VXFKRSLQLRQ$QDXGLWDOVRLQFOXGHVHYDOXDWLQJWKHDSSURSULDWHQHVVRIDFFRXQWLQJSROLFLHVXVHGDQGWKHUHDVRQDEOHQHVV
RIDFFRXQWLQJHVWLPDWHVPDGHE\PDQDJHPHQWDVZHOODVHYDOXDWLQJWKHRYHUDOOSUHVHQWDWLRQRIWKHFRPELQHGILQDQFLDO
VWDWHPHQWV

:HEHOLHYHWKDWWKHDXGLWHYLGHQFHZHKDYHREWDLQHGLVVXIILFLHQWDQGDSSURSULDWHWRSURYLGHDEDVLVIRURXUDXGLWRSLQLRQ



,QRXURSLQLRQWKHFRPELQHGILQDQFLDOVWDWHPHQWVSUHVHQWIDLUO\LQDOOPDWHULDODVSHFWVWKHILQDQFLDOSRVLWLRQRI%$.(5
7(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&DVRI'HFHPEHUDQGDQGLWVILQDQFLDOSHUIRUPDQFH
DQGLWVFDVKIORZVIRUWKH\HDUVWKHQHQGHGLQDFFRUGDQFHZLWK,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGVDVLVVXHGE\
WKH,QWHUQDWLRQDO$FFRXQWLQJ6WDQGDUGV%RDUG






$SULO




5LYHU&URVVLQJ3NZ\6XLWH_,QGLDQDSROLV,1__VRPHUVHWFSDVFRP



%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
&RPELQHG6WDWHPHQWVRI/RVV
)RUWKH<HDUV(QGHG'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV

1RWH









 




















 

 





 






/RVVIURP2SHUDWLRQV

 

 

,QWHUHVW([SHQVH





1HW/RVVEHIRUH,QFRPH7D[HV

 







 

 

%DVLFDQG'LOXWHG/RVVSHU6KDUH

 

 

:HLJKWHG$YHUDJH1XPEHURI6KDUHV2XWVWDQGLQJ%DVLFDQG'LOXWHG





5HYHQXHV
/LFHQVHIHHV
6HWXSIHHVDQGRWKHUQRQUHFXUULQJUHYHQXHV
7RWDO5HYHQXHV
2SHUDWLQJ([SHQVHV
6DODULHVDQGZDJHVNH\PDQDJHPHQW
6DODULHVDQGZDJHVRWKHU
6WRFNEDVHGFRPSHQVDWLRQ
7UDYHO
7DEOHWV
/HJDODQGDFFRXQWLQJ
&RQVXOWLQJIHHV
3D\UROOWD[HV
0DUNHWLQJDQGDGYHUWLVLQJ
5HQWV PRQWKWRPRQWK
'HSUHFLDWLRQ
2WKHURSHUDWLQJH[SHQVHV



7RWDO2SHUDWLQJ([SHQVHV

3URYLVLRQIRU,QFRPH7D[HV
1HW/RVV






7KHDFFRPSDQ\LQJQRWHVDUHDQLQWHJUDOSDUWRIWKHVHFRPELQHGILQDQFLDOVWDWHPHQWV






%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
&RPELQHG6WDWHPHQWVRI)LQDQFLDO3RVLWLRQ
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV

1RWH










 




















































$FFXPXODWHGGHILFLW

 



7RWDO6WRFNKROGHUV (TXLW\ 'HILFLW









$VVHWV
&XUUHQW$VVHWV
&DVKDQGFDVKHTXLYDOHQWV
$FFRXQWVUHFHLYDEOHQHW
3UHSDLGH[SHQVHV
7RWDO&XUUHQW$VVHWV
1RQFXUUHQW$VVHWV
3URSHUW\DQGHTXLSPHQWQHW
7RWDO$VVHWV
/LDELOLWLHVDQG6WRFNKROGHUV (TXLW\ 'HILFLW
&XUUHQW/LDELOLWLHV
$FFRXQWVSD\DEOH
$FFUXHGH[SHQVHV
'HIHUUHGUHYHQXH
7RWDO&XUUHQW/LDELOLWLHV
1RQFXUUHQW/LDELOLWLHV
1RWHVSD\DEOH



7RWDO/LDELOLWLHV
6WRFNKROGHUV (TXLW\ 'HILFLW
&RPPRQVWRFN
$GGLWLRQDOSDLGLQFDSLWDO
3UHIHUUHGVWRFN

7RWDO/LDELOLWLHVDQG6WRFNKROGHUV (TXLW\ 'HILFLW

7KHDFFRPSDQ\LQJQRWHVDUHDQLQWHJUDOSDUWRIWKHVHFRPELQHGILQDQFLDOVWDWHPHQWV






%DODQFH'HFHPEHU

RIFRQYHUWLEOHQRWHVSD\DEOH
6WRFNEDVHGFRPSHQVDWLRQ
1HWORVV

IHDWXUH
,VVXDQFHRISUHIHUUHGVWRFNWRLQYHVWRUV
DWSHUVKDUH
,VVXDQFHRISUHIHUUHGVWRFNWRKROGHUV

)DLUYDOXHRIQRWHVSD\DEOHFRQYHUVLRQ

%DODQFH'HFHPEHU

IHDWXUH
1HWORVV

,VVXDQFHRIFRPPRQVWRFNWRIRXQGHUV
,VVXDQFHRIFRPPRQVWRFNWRLQYHVWRUV
DWSHUVKDUH
,VVXDQFHRIFRPPRQVWRFNWRYHQGRUV
DWSHUVKDUHIRUVHUYLFHVUHQGHUHG
)DLUYDOXHRIQRWHVSD\DEOHFRQYHUVLRQ

%DODQFH-DQXDU\



 



 
 
 
 





 

 
 
 

 

 

 

 
 

 

 

 

 

6KDUHVRI
6HULHV6HHG
3UHIHUUHG6WRFN
























&RPPRQ
6WRFN

 

 
 
 

 

 

 

 
 

 

 

 

 

$GGLWLRQDO
3DLGLQ
&DSLWDO

 

 
 
 

 

 

 

 
 

 

 

 

 

6HULHV6HHG
3UHIHUUHG
6WRFN

7KHDFFRPSDQ\LQJQRWHVDUHDQLQWHJUDOSDUWRIWKHVHFRPELQHGILQDQFLDOVWDWHPHQWV


 

 



 

 
 

 





 

 


1RWH

6KDUHVRI
&RPPRQ
6WRFN

%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
&RPELQHG6WDWHPHQWVRI&KDQJHVLQ6WRFNKROGHUV (TXLW\ 'HILFLW
)RUWKH<HDUV(QGHG'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV

 

 
 
 

 

 

 

 
 

 

 

 

 

$FFXPXODWHG
'HILFLW

 

 

 

 






 









7RWDO
6WRFNKROGHUV
(TXLW\ 'HILFLW





%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
&RPELQHG6WDWHPHQWVRI&DVK)ORZV
)RUWKH<HDUV(QGHG'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV

1RWH





 

 






 
 









 
 






 

&DVK)ORZVIURP,QYHVWLQJ$FWLYLWLHV
3XUFKDVHVRISURSHUW\DQGHTXLSPHQW



 

1HWFDVKXVHGLQLQYHVWLQJDFWLYLWLHV



 

&DVK)ORZVIURP2SHUDWLQJ$FWLYLWLHV
1HWORVV
$GMXVWPHQWVWRUHFRQFLOHQHWORVVWRQHWFDVK
XVHGLQRSHUDWLQJDFWLYLWLHV
'HSUHFLDWLRQ
6WRFNEDVHGFRPSHQVDWLRQHPSOR\HHV
6WRFNEDVHGFRPSHQVDWLRQYHQGRUV
1RWHSD\DEOHIRUVHUYLFHVUHQGHUHG
&KDQJHLQRSHUDWLQJDVVHWVDQGOLDELOLWLHV
$FFRXQWVUHFHLYDEOH
3UHSDLGH[SHQVHV
$FFRXQWVSD\DEOH
$FFUXHGH[SHQVHV
'HIHUUHGUHYHQXH





1HWFDVKXVHGLQRSHUDWLQJDFWLYLWLHV

&DVK)ORZVIURP)LQDQFLQJ$FWLYLWLHV
3URFHHGVIURPLVVXDQFHRIQRWHVSD\DEOH
3URFHHGVIURPLVVXDQFHRIFRPPRQVWRFN







 


3URFHHGVIURPLVVXDQFHRISUHIHUUHGVWRFN











,QFUHDVHLQ&DVKDQG&DVK(TXLYDOHQWV





&DVKDQG&DVK(TXLYDOHQWV%HJLQQLQJRI<HDU





&DVKDQG&DVK(TXLYDOHQWV(QGRI<HDU





6XSSOHPHQWDO&DVK'LVFORVXUHV
,QWHUHVWSDLG



 



 

1HWFDVKSURYLGHGE\ILQDQFLQJDFWLYLWLHV

,QFRPHWD[HVSDLG

7KHDFFRPSDQ\LQJQRWHVDUHDQLQWHJUDOSDUWRIWKHVHFRPELQHGILQDQFLDOVWDWHPHQWV




%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
1RWHVWR&RPELQHG)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV

1DWXUHRI2SHUDWLRQV

%DNHU7HFKQRORJLHV WKH´&RPSDQ\µ ZDVRUJDQL]HGDVDOLPLWHGOLDELOLW\FRPSDQ\RQ6HSWHPEHU
LQWKH6WDWHRI&RORUDGRLQFRUSRUDWHGRQ-XO\LQWKH6WDWHRI'HODZDUHDQGLV
KHDGTXDUWHUHGDWWK6WUHHW'HQYHU&RORUDGR7KH&RPSDQ\KHOSVGLVSHQVDULHVJURZWKHLU
EUDQGDQGEXLOGUHODWLRQVKLSVZLWKWKHLUFXVWRPHUVWKURXJKDYDULHW\RISURGXFWVLQFOXGLQJRQOLQH
RUGHULQJFXVWRPHUOR\DOW\FXVWRPHUPHVVDJLQJDQGDQDO\WLFV7KHLQGXVWU\OHDGLQJ&50SODWIRUPLV
WKHJRWRVROXWLRQIRURYHUGLVSHQVDULHVDFURVVWKH8QLWHG6WDWHVRI$PHULFD WKH´86µ DQG
&DQDGDDVRI$SULODQGRYHUGLVSHQVDULHVDVRI'HFHPEHU

6WDWHPHQWRI&RPSOLDQFH

7KHFRPELQHGILQDQFLDOVWDWHPHQWVKDYHEHHQSUHSDUHGLQDFFRUGDQFHZLWK,QWHUQDWLRQDO)LQDQFLDO
5HSRUWLQJ6WDQGDUGV ´,)56µ DVLVVXHGE\WKH,QWHUQDWLRQDO$FFRXQWLQJ6WDQGDUGV%RDUG ´,$6%µ DQG
LQWHUSUHWDWLRQVRIWKH,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ,QWHUSUHWDWLRQ&RPPLWWHH ´,)5,&µ 

7KH&RPSDQ\·V%RDUGRI'LUHFWRUVDXWKRUL]HGWKHFRPELQHGILQDQFLDOVWDWHPHQWVRQ$SULO

%DVLVRI3UHVHQWDWLRQ

7KHFRPELQHGILQDQFLDOVWDWHPHQWVKDYHEHHQSUHSDUHGRQDQDFFUXDOEDVLVDQGDUHRQDKLVWRULFDO
FRVWEDVLVH[FHSWIRUFHUWDLQILQDQFLDOLQVWUXPHQWVZKLFKDUHDWIDLUYDOXH7KHFRPELQHGILQDQFLDO
VWDWHPHQWVDUHSUHVHQWHGLQ86GROODUVZKLFKLVDOVRWKH&RPSDQ\·VIXQFWLRQDOFXUUHQF\

&RPELQDWLRQ

7KHFRPELQHGILQDQFLDOVWDWHPHQWVLQFOXGH%DNHU7HFKQRORJLHV,QFDQG%DNHU7HFKQRORJLHV//&DOO
XQGHUFRPPRQRZQHUVKLS2Q-XO\WKHQHWDVVHWVH[FKDQJHGZHUHWUDQVIHUUHGIURPWKH
OLPLWHGOLDELOLW\FRPSDQ\WRWKHFRUSRUDWLRQDWFRVW7KHUHVXOWVRIRSHUDWLRQVIRUWKH\HDUHQGHG
'HFHPEHUKDYHEHHQSUHVHQWHGDVWKRXJKWKHWUDQVIHURIQHWDVVHWVRFFXUUHGDWWKH
EHJLQQLQJRI$OOVLJQLILFDQWLQWHUFRPSDQ\EDODQFHVDQGWUDQVDFWLRQVKDYHEHHQHOLPLQDWHGLQ
FRPELQDWLRQ

)RUWKHSHULRGGXULQJZKLFKWKH&RPSDQ\RSHUDWHGDVDOLPLWHGOLDELOLW\FRPSDQ\WKHFRPELQHG
ILQDQFLDOVWDWHPHQWVFRQWDLQRQO\WKHDVVHWVOLDELOLWLHVUHYHQXHVDQGH[SHQVHVVSHFLILFDOO\UHODWHGWR
WKHEXVLQHVVDFWLYLWLHVRIWKH&RPSDQ\7KH\GRQRWLQFOXGHWKHSHUVRQDODVVHWVOLDELOLWLHVUHYHQXHV
RUH[SHQVHVRIWKHLQGLYLGXDOPHPEHUV





%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
1RWHVWR&RPELQHG)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV &RQWLQXHG 

8VHRI(VWLPDWHVDQG-XGJHPHQWV

7KHSUHSDUDWLRQRIFRPELQHGILQDQFLDOVWDWHPHQWVUHTXLUHVPDQDJHPHQWWRPDNHHVWLPDWHVDQG
DVVXPSWLRQVWKDWDIIHFWWKHUHSRUWHGDPRXQWVRIDVVHWVDQGOLDELOLWLHVDQGGLVFORVXUHRIFRQWLQJHQW
DVVHWVDQGOLDELOLWLHVDWWKHGDWHRIWKHILQDQFLDOVWDWHPHQWVDQGWKHUHSRUWHGDPRXQWVRIUHYHQXHV
DQGH[SHQVHVGXULQJWKHUHSRUWLQJSHULRG$FWXDOUHVXOWVFRXOGGLIIHUIURPWKRVHHVWLPDWHV
6LJQLILFDQWDUHDVRIHVWLPDWLRQXQFHUWDLQW\DQGMXGJHPHQWFRQVLGHUHGE\PDQDJHPHQWLQFOXGH

x 7KHH[SHFWHGFOLHQWWHQXUHUHODWLYHWRDSDUWLFXODUVRIWZDUHOLFHQVHIRUSXUSRVHVRI
UHFRJQL]LQJUHYHQXHIURPXSIURQWVHWXSIHHV
x 7KHLQSXWVXVHGLQDVVHVVLQJWKHUHFRYHUDELOLW\RIGHIHUUHGLQFRPHWD[DVVHWVWRWKHH[WHQW
WKDWWKHGHGXFWLEOHWHPSRUDU\GLIIHUHQFHVZLOOUHYHUVHLQWKHIRUHVHHDEOHIXWXUHDQGWKDWWKH
&RPSDQ\ZLOOKDYHIXWXUHWD[DEOHLQFRPH
x 7KHLQSXWVLQDFFRXQWLQJIRUVWRFNEDVHGFRPSHQVDWLRQXVLQJWKH%ODFN6FKROHVPRGHO
LQFOXGLQJVWRFNSULFHYRODWLOLW\H[SHFWHGWHUPULVNIUHHLQWHUHVWUDWHVDQGIRUIHLWXUHUDWHV
x 7KHPDUNHWUDWHRILQWHUHVWXVHGWRHVWLPDWHWKHIDLUYDOXHRIWKHOLDELOLW\FRPSRQHQWRIQRWHV
SD\DEOHZLWKFRQYHUVLRQIHDWXUHV

5HYHQXH5HFRJQLWLRQ&RQWUDFW$VVHWV&RQWUDFW/LDELOLWLHVDQG$FFRXQWV5HFHLYDEOH

7KH&RPSDQ\GHULYHVLWVUHYHQXHVIURPVRIWZDUHDVDVHUYLFHFRQWUDFWVFRQWDLQLQJPXOWLSOH
GHOLYHUDEOHVLQFOXGLQJOLFHQVHIHHVVHWXSIHHVDQGXVDJHW\SHIHHV7KHWUDQVDFWLRQSULFHLVDOORFDWHG
WRWKHVHSDUDWHSHUIRUPDQFHREOLJDWLRQVEDVHGRQUHODWLYHVWDQGDORQHVHOOLQJSULFHV5HYHQXHIURP
OLFHQVHDQGVHWXSIHHVQHWRIGLVFRXQWVDUHUHFRJQL]HGUDWDEO\RYHUWKHSHULRGWKHFXVWRPHUH[SHFWV
WRDFFHVVWKHXQGHUO\LQJLQWHOOHFWXDOSURSHUW\LQFOXGLQJDQWLFLSDWHGUHQHZDOSHULRGV7KH&RPSDQ\
KDVHVWLPDWHGWKLVSHULRGWREHWKUHH\HDUV5HYHQXHIURPXVDJHW\SHIHHVLVUHFRJQL]HGZKHQWKH
FXVWRPHUREWDLQVFRQWURORIWKHXQGHUO\LQJDVVHWDQGDVVXPHVWKHULVNVDQGUHZDUGVRIRZQHUVKLS
7KH&RPSDQ\SUHVHQWVUHYHQXHVQHWRIVDOHVUHODWHGWD[HV

7KHWLPLQJRIUHYHQXHUHFRJQLWLRQELOOLQJVDQGFDVKFROOHFWLRQVUHVXOWVLQUHFHLYDEOHVFRQWUDFWDVVHWV
DQGFRQWUDFWOLDELOLWLHV$FRQWUDFWDVVHWDULVHVZKHQWKH&RPSDQ\SHUIRUPVDVHUYLFHLQDGYDQFHRI
UHFHLYLQJFRQVLGHUDWLRQIURPWKHFXVWRPHU+RZHYHUWKH&RPSDQ\VRPHWLPHVUHFHLYHVDGYDQFHVRU
GHSRVLWVIURPFXVWRPHUVEHIRUHUHYHQXHLVUHFRJQL]HGUHVXOWLQJLQFRQWUDFWOLDELOLWLHV$FFRXQWV
UHFHLYDEOHDUHUHFRUGHGZKHQWKHULJKWWRFRQVLGHUDWLRQEHFRPHVXQFRQGLWLRQDODQGDUHSUHVHQWHG
VHSDUDWHO\LQWKH&RPELQHG6WDWHPHQWVRI)LQDQFLDO3RVLWLRQ&RQWUDFWDVVHWVDQGFRQWUDFWOLDELOLWLHV
LIDQ\DUHLQFOXGHGLQRWKHUDVVHWVDQGGHIHUUHGUHYHQXHUHVSHFWLYHO\LQWKH&RPELQHG6WDWHPHQWV
RI)LQDQFLDO3RVLWLRQ






%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
1RWHVWR&RPELQHG)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV &RQWLQXHG 

5HYHQXH5HFRJQLWLRQ&RQWUDFW$VVHWV&RQWUDFW/LDELOLWLHVDQG$FFRXQWV5HFHLYDEOH &RQWLQXHG 

7KH&RPSDQ\FDUULHVLWVDFFRXQWVUHFHLYDEOHDWLQYRLFHGDPRXQWVOHVVDQDOORZDQFHIRUGRXEWIXO
DFFRXQWV2QDSHULRGLFEDVLVWKH&RPSDQ\HYDOXDWHVLWVDFFRXQWVUHFHLYDEOHDQGHVWDEOLVKHVDQ
DOORZDQFHIRUGRXEWIXODFFRXQWVEDVHGRQKLVWRU\RISDVWZULWHRIIVDQGFROOHFWLRQVDQGFXUUHQW
FUHGLWFRQGLWLRQV0DQDJHPHQWKDVHVWDEOLVKHGDQDOORZDQFHIRUGRXEWIXODFFRXQWVRIDQG
DVRI'HFHPEHUDQGUHVSHFWLYHO\7KH&RPSDQ\·VSROLF\LVQRWWRDFFUXHLQWHUHVWRQ
SDVWGXHWUDGHUHFHLYDEOHV

&HUWDLQGLUHFWFRVWVUHODWHGWRREWDLQLQJRUIXOILOOLQJWKHFRQWUDFWVDUHDOVRFDSLWDOL]HGDQGDPRUWL]HG
UDWDEO\RYHUWKHH[SHFWHGFXVWRPHUWHQXUHXQOHVVWKHDPRUWL]DWLRQSHULRGLVH[SHFWHGWREHOHVV
WKDQRQH\HDU

3URSHUW\DQG(TXLSPHQW

3URSHUW\DQGHTXLSPHQWLVFDUULHGDWFRVWDQGLQFOXGHVH[SHQGLWXUHVIRUQHZDGGLWLRQVDQGWKRVH
ZKLFKVXEVWDQWLDOO\LQFUHDVHWKHXVHIXOOLYHVRIH[LVWLQJDVVHWV7KH&RPSDQ\UHYLHZVUHVLGXDOYDOXHV
DQGXVHIXOOLYHVDQQXDOO\,IDQLWHPRISURSHUW\DQGHTXLSPHQWLVFRPSULVHGRIPDMRUFRPSRQHQWV
ZLWKGLIIHUHQWXVHIXOOLYHVWKHFRPSRQHQWVDUHDFFRXQWHGIRUDVVHSDUDWHLWHPVDQGGHSUHFLDWHG
VHSDUDWHO\'HSUHFLDWLRQLVFRPSXWHGE\XVHRIWKHVWUDLJKWOLQHPHWKRG3URSHUW\DQGHTXLSPHQW
SULPDULO\FRQVLVWVRIFRPSXWHUHTXLSPHQWDQGWKHUHODWHGGHSUHFLDEOHOLIHLVWKUHH\HDUV
$FFXPXODWHGGHSUHFLDWLRQZDVDQGDVRI'HFHPEHUDQGUHVSHFWLYHO\

([SHQGLWXUHVIRUQRUPDOUHSDLUVDQGPDLQWHQDQFHDUHFKDUJHGWRRSHUDWLRQVDVLQFXUUHG7KHFRVWRI
SURSHUW\RUHTXLSPHQWUHWLUHGRURWKHUZLVHGLVSRVHGRIDQGWKHUHODWHGDFFXPXODWHGGHSUHFLDWLRQ
DUHUHPRYHGIURPWKHDFFRXQWVLQWKH\HDURIGLVSRVDOZLWKWKHUHVXOWLQJJDLQRUORVVUHIOHFWHGLQ
HDUQLQJV

&DSLWDOL]HG6RIWZDUH'HYHORSPHQW

7KHFRVWVLQFXUUHGLQGHVLJQLQJDQGGHYHORSLQJFRPSXWHUVRIWZDUHSURGXFWVDUHH[SHQVHGDV
UHVHDUFKDQGGHYHORSPHQWXQWLOWHFKQRORJLFDOIHDVLELOLW\KDVEHHQHVWDEOLVKHG7HFKQRORJLFDO
IHDVLELOLW\LVHVWDEOLVKHGXSRQFRPSOHWLRQRIDGHWDLOHGSURJUDPGHVLJQRUFRPSOHWLRQRIDZRUNLQJ
PRGHO8SRQDFKLHYHPHQWRIWHFKQRORJLFDOIHDVLELOLW\VRIWZDUHSURGXFWLRQFRVWVDUHFDSLWDOL]HGXQWLO
WKHSURGXFWLVDYDLODEOHIRUJHQHUDOUHOHDVHWRFXVWRPHUVDQGVXEVHTXHQWO\UHSRUWHGDWWKHORZHURI
XQDPRUWL]HGFRVWRUQHWUHDOL]DEOHYDOXH6LJQLILFDQWMXGJPHQWLVUHTXLUHGLQGHWHUPLQLQJZKHQ
WHFKQRORJLFDOIHDVLELOLW\LVHVWDEOLVKHG$QQXDODPRUWL]DWLRQH[SHQVHIRUFDSLWDOL]HGVRIWZDUH
GHYHORSPHQWFRVWLVFRPSXWHGE\WKHVWUDLJKWOLQHPHWKRGRYHUWKHHVWLPDWHGXVHIXOOLIH&RVWVRI
SURGXFWPDLQWHQDQFHDQGFXVWRPHUVXSSRUWDUHFKDUJHGWRH[SHQVHDVLQFXUUHG

7KHVRIWZDUHSURGXFWFXUUHQWO\OLFHQVHGWRFXVWRPHUVZDVGHYHORSHGE\WKHIRXQGLQJPHPEHUVSULRU
WRWKH&RPSDQ\·VLQFHSWLRQDQGWKHUHIRUHQRDPRXQWVKDYHEHHQFDSLWDOL]HGDVRI'HFHPEHU
DQG



%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
1RWHVWR&RPELQHG)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV &RQWLQXHG 

/RQJOLYHG$VVHWV

/RQJOLYHGDVVHWVWREHKHOGDQGXVHGDUHWHVWHGIRUUHFRYHUDELOLW\DQQXDOO\DQGZKHQHYHUHYHQWVRU
FKDQJHVLQFLUFXPVWDQFHVLQGLFDWHWKHUHODWHGFDUU\LQJDPRXQWPD\QRWEHUHFRYHUDEOH7KH
UHFRYHUDEOHDPRXQWLVWKHKLJKHURIWKHDVVHW·VIDLUYDOXHOHVVFRVWVRIGLVSRVDORUWKHDVVHW·VYDOXHLQ
XVH)DLUYDOXHOHVVFRVWVRIGLVSRVDOUHSUHVHQWVWKHSULFHWKDWZRXOGEHUHFHLYHGWRVHOODQDVVHWRU
SDLGWRWUDQVIHUDOLDELOLW\LQDQRUGHUO\WUDQVDFWLRQEHWZHHQPDUNHWSDUWLFLSDQWVDWWKHPHDVXUHPHQW
GDWHOHVVFRVWVRIGLVSRVDO9DOXHLQXVHUHSUHVHQWVHQWLW\VSHFLILFRUFDVKJHQHUDWLQJXQLWVSHFLILF
IXWXUHSUHWD[FDVKIORZVGLVFRXQWHGWRSUHVHQWYDOXHE\XVLQJDSUHWD[PDUNHWGHWHUPLQHGUDWHWKDW
UHIOHFWVWKHFXUUHQWDVVHVVPHQWRIWKHWLPHYDOXHRIPRQH\DQGWKHULVNVVSHFLILFWRWKHDVVHWRUFDVK
JHQHUDWLQJXQLWIRUZKLFKWKHFDVKIORZHVWLPDWHVKDYHQRWEHHQDGMXVWHG$QLPSDLUPHQWORVVRUDQ\
UHYHUVDORIDSUHYLRXVO\UHFRJQL]HGLPSDLUPHQWORVV RWKHUWKDQWKRVHRIJRRGZLOO LVUHFRJQL]HG
LPPHGLDWHO\ZLWKLQWKH&RPSDQ\·V&RPELQHG6WDWHPHQWVRI/RVV

,QFRPH7D[HV

,QFRPHWD[HVIRUFRUSRUDWLRQVDUHSURYLGHGIRUWKHWD[HIIHFWVRIWUDQVDFWLRQVUHSRUWHGLQWKH
ILQDQFLDOVWDWHPHQWVDQGFRQVLVWRIWD[HVFXUUHQWO\GXHSOXVGHIHUUHGWD[HV'HIHUUHGWD[HVDUH
UHFRJQL]HGIRUWKHGLIIHUHQFHVEHWZHHQWKHEDVLVRIDVVHWVDQGOLDELOLWLHVIRUILQDQFLDOVWDWHPHQWDQG
LQFRPHWD[SXUSRVHV7KRVHGLIIHUHQFHVUHODWHSULPDULO\WRIL[HGDVVHWV XVHRIGLIIHUHQWGHSUHFLDWLRQ
PHWKRGVDQGOLYHVIRUILQDQFLDOVWDWHPHQWDQGLQFRPHWD[SXUSRVHV DQGFHUWDLQDFFUXHGOLDELOLWLHV
XVHRIDFFUXDOPHWKRGIRUILQDQFLDOVWDWHPHQWSXUSRVHVDQGFDVKPHWKRGIRULQFRPHWD[SXUSRVHV 
7KHGHIHUUHGWD[DVVHWVDQGOLDELOLWLHVUHSUHVHQWWKHIXWXUHWD[FRQVHTXHQFHVRIWKRVHGLIIHUHQFHV
ZKLFKZLOOHLWKHUEHWD[DEOHRUGHGXFWLEOHZKHQWKHDVVHWVDQGOLDELOLWLHVDUHUHFRYHUHGRUVHWWOHG
'HIHUUHGWD[HVDUHDOVRUHFRJQL]HGIRUDQ\RSHUDWLQJORVVFDUU\IRUZDUGVFKDULWDEOHFRQWULEXWLRQ
FDUU\IRUZDUGVDQGWD[FUHGLWFDUU\IRUZDUGVWKDWDUHDYDLODEOHWRRIIVHWIXWXUHLQFRPHWD[HV$GHIHUUHG
WD[DVVHWLVUHFRJQL]HGRQO\WRWKHH[WHQWWKDWLWLVSUREDEOHWKDWIXWXUHWD[DEOHSURILWVZLOOEH
DYDLODEOHDJDLQVWZKLFKWKHDVVHWFDQEHXWLOL]HG

)RUWKHSHULRGWKH&RPSDQ\RSHUDWHGDVDOLPLWHGOLDELOLW\FRPSDQ\QRSURYLVLRQKDVEHHQPDGHIRU
IHGHUDODQGVWDWHLQFRPHWD[HVVLQFHWKHSURSRUWLRQDWHVKDUHRIWKH&RPSDQ\·VLQFRPHRUORVVLV
LQFOXGHGLQWKHSHUVRQDOWD[UHWXUQVRIWKHPHPEHUV

6WRFNEDVHG&RPSHQVDWLRQ

&RPSHQVDWLRQFRVWIRUHPSOR\HHVWRFNRSWLRQVRUVLPLODUHTXLW\LQVWUXPHQWVOHVVH[SHFWHG
IRUIHLWXUHVLVPHDVXUHGDWIDLUYDOXHRQWKHJUDQWGDWHRIWKHDZDUGDQGUHFRJQL]HGRQDVWUDLJKWOLQH
EDVLVRYHUWKHUHTXLVLWHVHUYLFHSHULRGZKLFKLVW\SLFDOO\WKHYHVWLQJSHULRG7KH&RPSDQ\XVHVWKH
%ODFN6FKROHVRSWLRQSULFLQJPRGHOWRFDOFXODWHWKHIDLUYDOXHRIWKHDZDUGV7KH%ODFN6FKROHV
PRGHOUHTXLUHVHVWLPDWHVIRUVWRFNSULFHYRODWLOLW\H[SHFWHGWHUPDQGULVNIUHHLQWHUHVWUDWHV7KH
SHULRGRIKLVWRULFDOYRODWLOLW\XVHGWRGHULYHWKHFRPSXWHGYRODWLOLW\LVWKHVDPHDVWKHH[SHFWHGOLIHRI
WKHRSWLRQ&KDQJHVLQWKHVHHVWLPDWHVFRXOGLPSDFWH[SHQVHUHFRJQLWLRQIRUIXWXUHDZDUGV




%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
1RWHVWR&RPELQHG)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV &RQWLQXHG 

$GYHUWLVLQJ

7KH&RPSDQ\FKDUJHVDGYHUWLVLQJFRVWVWRH[SHQVHDVLQFXUUHG

(DUQLQJV /RVV SHU6KDUH

7KH&RPSDQ\SUHVHQWVEDVLFDQGGLOXWHGHDUQLQJV ORVV SHUVKDUH ´(36µ GDWDIRULWVVKDUHVRI
FRPPRQVWRFN%DVLF(36LVFDOFXODWHGE\GLYLGLQJWKHSURILWRUORVVDWWULEXWDEOHWRFRPPRQ
VWRFNKROGHUVRIWKH&RPSDQ\E\WKHZHLJKWHGDYHUDJHQXPEHURIVKDUHVRXWVWDQGLQJGXULQJWKH
\HDU'LOXWHG(36LVFDOFXODWHGE\DGMXVWLQJWKHSURILWRUORVVDWWULEXWDEOHWRFRPPRQVWRFNKROGHUV
DQGWKHZHLJKWHGDYHUDJHQXPEHURIVKDUHVRXWVWDQGLQJIRUWKHHIIHFWVRIDOOGLOXWLYHSRWHQWLDO
VKDUHVRIFRPPRQVWRFNZKLFKLQFOXGHVJUDQWHGVWRFNRSWLRQV WUHDVXU\VWRFNPHWKRG DQG
FRQYHUVLRQIHDWXUHVIRUQRWHVSD\DEOHDQGSUHIHUUHGVWRFN LIFRQYHUWHGPHWKRG +RZHYHUWKH
FRPSXWDWLRQRIGLOXWHG(36VKDOOQRWDVVXPHFRQYHUVLRQH[HUFLVHRUFRQWLQJHQWLVVXDQFHRIVHFXULWLHV
WKDWZRXOGKDYHDQDQWLGLOXWLYHHIIHFWRQ(36

&DVKDQG&DVK(TXLYDOHQWV

)RUSXUSRVHVRIWKH&RPELQHG6WDWHPHQWVRI&DVK)ORZVWKH&RPSDQ\FRQVLGHUVDOOKLJKO\OLTXLG
LQVWUXPHQWVWKDWDUHSXUFKDVHGZLWKLQWKUHHPRQWKVRUOHVVRIDQLQVWUXPHQWVPDWXULW\GDWHWREH
FDVKHTXLYDOHQWV

1RQFDVKILQDQFLQJDFWLYLWLHVLQFOXGHWKHFRQYHUVLRQRIQRWHVSD\DEOHLQWKHDPRXQWRI
SOXVXQSDLGDFFUXHGLQWHUHVWRILQWRVKDUHVRISUHIHUUHGVWRFNRQ1RYHPEHU

)LQDQFLDO,QVWUXPHQWV

)LQDQFLDOLQVWUXPHQWVDUHFODVVLILHGLQWRFDWHJRULHVLQFOXGLQJIDLUYDOXHWKURXJKSURILWRUORVVORDQV
DQGUHFHLYDEOHVKHOGWRPDWXULW\LQYHVWPHQWVDYDLODEOHIRUVDOHLQYHVWPHQWVDQGRWKHUOLDELOLWLHV
)LQDQFLDOLQVWUXPHQWVDUHUHFRJQL]HGRQWKHFRQWUDFWGDWHDQGLQLWLDOO\PHDVXUHGDWIDLUYDOXH7KHLU
VXEVHTXHQWPHDVXUHPHQWGHSHQGVRQWKHLUFODVVLILFDWLRQ$VRI'HFHPEHUDQGDOORI
WKH&RPSDQ\·VILQDQFLDOLQVWUXPHQWVZHUHFODVVLILHGDVHLWKHUORDQVDQGUHFHLYDEOHVRURWKHUOLDELOLWLHV
/RDQVDQGUHFHLYDEOHVDUHQRQGHULYDWLYHILQDQFLDODVVHWVZLWKIL[HGRUGHWHUPLQDEOHSD\PHQWVWKDW
DUHQRWTXRWHGLQDQDFWLYHPDUNHW2WKHUOLDELOLWLHVUHSUHVHQWXQVHFXUHGOLDELOLWLHVIRUJRRGVDQG
VHUYLFHVSURYLGHGWRWKH&RPSDQ\SULRUWRWKHHQGRIWKHILQDQFLDO\HDUZKLFKDUHXQSDLG%RWKRI
WKHVHFODVVLILFDWLRQVDUHFDUULHGDWDPRUWL]HGFRVWXVLQJWKHHIIHFWLYHLQWHUHVWPHWKRGDQGQRW
UHYDOXHGH[FHSWIRUFKDQJHVLQH[FKDQJHUDWHVDQGIRUHFDVWFRQWUDFWXDOFDVKIORZVZKLFKDUH
LQFOXGHGLQWKH&RPELQHG6WDWHPHQWVRI/RVV)LQDQFLDOLQVWUXPHQWVDUHGHUHFRJQL]HGRQH[SLU\RU
ZKHQDOOFRQWUDFWXDOULJKWVDQGREOLJDWLRQVDUHWUDQVIHUUHG





%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
1RWHVWR&RPELQHG)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH1DWXUHRI2SHUDWLRQVDQG6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV &RQWLQXHG 

5HFHQWO\,VVXHG$FFRXQWLQJ3URQRXQFHPHQWV

,Q0D\WKH,$6%LVVXHG,)56  DVDPHQGHGLQ
6HSWHPEHUDQGIXUWKHUFODULILHGLQ$SULOZKLFKVXSHUVHGHVQHDUO\DOOH[LVWLQJUHYHQXH
UHFRJQLWLRQJXLGDQFH7KLVVWDQGDUGHVWDEOLVKHVSULQFLSOHVIRUUHSRUWLQJWKHQDWXUHDPRXQWWLPLQJ
DQGXQFHUWDLQW\RIUHYHQXHDQGFDVKIORZVDULVLQJIURPDQHQWLW\·VFRQWUDFWZLWKFXVWRPHUV7KLV
VWDQGDUGLVHIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJRQRUDIWHU-DQXDU\ZLWKHDUO\DGRSWLRQ
SHUPLWWHG7KH&RPSDQ\KDVHOHFWHGWRHDUO\DGRSWDQGDSSO\WRDOOFRQWUDFWVVLQFHLQFHSWLRQ

,Q-XO\WKH,$6%LVVXHG,)56   ZKLFKUHYLVHGJXLGDQFHRQWKH
FODVVLILFDWLRQDQGPHDVXUHPHQWRIILQDQFLDOLQVWUXPHQWV,QDGGLWLRQWKHVWDQGDUGSURYLGHGDQHZ
H[SHFWHGFUHGLWORVVPRGHOIRUFDOFXODWLQJLPSDLUPHQWRQILQDQFLDODVVHWVDQGQHZJHQHUDOKHGJH
DFFRXQWLQJUHTXLUHPHQWV7KLVVWDQGDUGLVHIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJRQRUDIWHU-DQXDU\
ZLWKHDUO\DGRSWLRQSHUPLWWHG7KH&RPSDQ\LVFXUUHQWO\HYDOXDWLQJWKHHIIHFWRIWKLVVWDQGDUG

,Q-DQXDU\WKH,$6%LVVXHG,)56 7KHVWDQGDUGLQWURGXFHVDVLQJOHOHVVHHDFFRXQWLQJ
PRGHODQGUHTXLUHVDOHVVHHWRUHFRJQL]HDVVHWVDQGOLDELOLWLHVIRUDOOOHDVHVZLWKDWHUPRIPRUHWKDQ
PRQWKVXQOHVVWKHXQGHUO\LQJDVVHWLVRIORZYDOXH$OHVVHHLVUHTXLUHGWRUHFRJQL]HDULJKWRIXVH
DVVHWUHSUHVHQWLQJLWVULJKWWRXVHWKHXQGHUO\LQJOHDVHGDVVHWDQGDOHDVHOLDELOLW\UHSUHVHQWLQJLWV
REOLJDWLRQWRPDNHOHDVHSD\PHQWV7KLVVWDQGDUGLVHIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJRQRUDIWHU
-DQXDU\ZLWKHDUO\DGRSWLRQSHUPLWWHGEXWQRHDUOLHUWKDQWKHHQWLW\·VDGRSWLRQRI,)56
  7KH&RPSDQ\LVFXUUHQWO\HYDOXDWLQJWKHHIIHFWRIWKLV
VWDQGDUG

,Q-XQHWKH,$6%DPHQGHG,)56    WRDGGUHVV L FHUWDLQLVVXHVUHODWHG
WRWKHDFFRXQWLQJIRUFDVKVHWWOHGDZDUGVDQG LL WKHDFFRXQWLQJIRUHTXLW\VHWWOHGDZDUGVWKDW
LQFOXGHD´QHWVHWWOHPHQWµIHDWXUHZLWKUHVSHFWWRHPSOR\HHZLWKKROGLQJWD[HV7KLVDPHQGPHQWLV
HIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJRQRUDIWHU-DQXDU\7KH&RPSDQ\LVFXUUHQWO\
HYDOXDWLQJWKHHIIHFWRIWKLVDPHQGPHQW


1RWH1RWHV3D\DEOH

7KH&RPSDQ\LVVXHGVHSDUDWHQRWHVSD\DEOHEHWZHHQ$XJXVWDQG'HFHPEHULQWKH
DJJUHJDWHDPRXQWRILQFOXGLQJIRUVHUYLFHVUHQGHUHGDQGIRXUDGGLWLRQDOQRWHV
SD\DEOHEHWZHHQ-DQXDU\DQG)HEUXDU\LQWKHDJJUHJDWHDPRXQWRI7KHQRWHVEHDU
LQWHUHVWDWDQDQQXDOUDWHRIPDWXUHPRQWKVIROORZLQJWKHGDWHRILVVXDQFHDQGDUHXQVHFXUHG
7KHQRWHVFRQWDLQDFRQYHUVLRQIHDWXUHZKHUHE\XSRQWKHFORVLQJRIWKHQH[WHTXLW\ILQDQFLQJWKHVH
QRWHVSD\DEOHDXWRPDWLFDOO\FRQYHUWLQWRWKDWQXPEHURIFRQYHUVLRQVKDUHVHTXDOWRWKHTXRWLHQW
REWDLQHGE\GLYLGLQJWKHSXUFKDVHSULFHDQGDQ\XQSDLGDFFUXHGLQWHUHVWE\WKHFRQYHUVLRQSULFH7KH
FRQYHUVLRQSULFHLVWKHOHVVHURIDGLVFRXQWRQWKHSULFHSDLGSHUVKDUHRQWKHQH[WHTXLW\
ILQDQFLQJRUWKHTXRWLHQWUHVXOWLQJIURPGLYLGLQJDVWDWHGYDOXDWLRQFDS JHQHUDOO\RU
 E\WKHIXOO\GLOXWHGFDSLWDOL]DWLRQSULRUWRWKHFORVLQJRIWKHQH[WHTXLW\ILQDQFLQJ


%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
1RWHVWR&RPELQHG)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH1RWHV3D\DEOH &RQWLQXHG 

)RUFRQYHUWLEOHFRPSRXQGLQVWUXPHQWVZLWKDFRQYHUVLRQIHDWXUHWKDWH[FKDQJHVDIL[HGDPRXQWRI
FDVKIRUDIL[HGQXPEHURIVKDUHV,)56UHTXLUHVELIXUFDWLRQDQGVSOLWDFFRXQWLQJEHWZHHQWKHOLDELOLW\
DQGHTXLW\FRPSRQHQWVRIWKHLQVWUXPHQW7KHOLDELOLW\FRPSRQHQWLVUHFRJQL]HGDWIDLUYDOXH
FDOFXODWHGE\GLVFRXQWLQJWKHFDVKIORZVDVVRFLDWHGZLWKWKHOLDELOLW\FRPSRQHQWDWDPDUNHWUDWHIRU
QRQFRQYHUWLEOHGHEW DVVXPHGWREHDW'HFHPEHUDQG DQGWKHHTXLW\
FRQYHUVLRQIHDWXUHLVPHDVXUHGDVWKHUHVLGXDODPRXQWDQGUHFRJQL]HGLQHTXLW\ZLWKQRVXEVHTXHQW
UHPHDVXUHPHQW7KHIDLUYDOXHVRIWKHQRWHVSD\DEOHLVVXHGLQDQGZHUHHVWLPDWHGWREH
DQGUHVSHFWLYHO\7KHIDLUYDOXHVRIWKHFRQYHUVLRQIHDWXUHVLVVXHGLQDQG
ZHUHHVWLPDWHGWREHDQGUHVSHFWLYHO\

7KHHQWLUHW\RIWKHQRWHVSD\DEOHDQGXQSDLGDFFUXHGLQWHUHVWZHUHFRQYHUWHGLQWRVKDUHVRI
6HULHV6HHG3UHIHUUHG6WRFNRQ1RYHPEHU



1RWH6WRFNKROGHUV·(TXLW\

&RPPRQ6WRFN

7KH&RPSDQ\KDVYRWLQJVWRFNZLWKHTXDOYRWLQJULJKWVDQGWKHSDUYDOXHRIDOOVWRFNLV

7KHIROORZLQJVXPPDUL]HVWKH&RPSDQ\·VVKDUHVRIFRPPRQVWRFNDW'HFHPEHUDQG

  $XWKRUL]HG

  ,VVXHG

  2XWVWDQGLQJ


2Q-XO\WKH&RPSDQ\LVVXHGVKDUHVWRLWVIRXQGHUVIRUSDUYDOXHXSRQLQFRUSRUDWLRQ

2Q-XO\WKH&RPSDQ\LVVXHGVKDUHVXSRQLQFRUSRUDWLRQWRPHPEHUVZKRLQYHVWHG
LQWKHSULRUOLPLWHGOLDELOLW\FRPSDQ\EHWZHHQ-DQXDU\DQG0DUFK

2Q-XO\WKH&RPSDQ\LVVXHGVKDUHVXSRQLQFRUSRUDWLRQWRDYHQGRUIRUSULRUVHUYLFHV
UHQGHUHGYDOXHGDW7KH&RPSDQ\FRXOGQRWUHOLDELOLW\PHDVXUHWKHIDLUYDOXHRIWKHVHUYLFHV
UHFHLYHGVLQFHWKHXQGHUO\LQJFRQWUDFWXDOWHUPVGLGQRWVSHFLI\DQGDVDUHVXOWUHFRJQL]HGWKH
WUDQVDFWLRQDWWKHIDLUYDOXHRIWKHFRPPRQVWRFNJUDQWHG

2Q6HSWHPEHUWKH&RPSDQ\LVVXHGVKDUHVWRDYHQGRUIRUVHUYLFHVWREHUHQGHUHG
IURPWKHGDWHRIJUDQWWKURXJK'HFHPEHUYDOXHGDW7KH&RPSDQ\FRXOGQRW
UHOLDELOLW\PHDVXUHWKHIDLUYDOXHRIWKHVHUYLFHVUHFHLYHGVLQFHWKHXQGHUO\LQJFRQWUDFWXDOWHUPVGLG
QRWVSHFLI\DQGDVDUHVXOWUHFRJQL]HGWKHWUDQVDFWLRQDWWKHIDLUYDOXHRIWKHFRPPRQVWRFNJUDQWHG






%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
1RWHVWR&RPELQHG)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH6WRFNKROGHUV·(TXLW\ &RQWLQXHG 

3UHIHUUHG6WRFN

7KH&RPSDQ\·VSUHIHUUHGVWRFNRULJLQDWHGRQ1RYHPEHUXSRQILOLQJLWVUHVWDWHGFHUWLILFDWH
RILQFRUSRUDWLRQZLWKWKH6WDWHRI'HODZDUHDQGWKHIROORZLQJVXPPDUL]HVWKH&RPSDQ\·VVKDUHVRI
VXFKSUHIHUUHGVWRFNLQFOXGLQJWKH6HULHV6HHG3UHIHUUHG6WRFNDW'HFHPEHU

  $XWKRUL]HG

  ,VVXHG

  2XWVWDQGLQJ


$VGLVFXVVHGLQ1RWHWKHHQWLUHW\RIWKHQRWHVSD\DEOHDQGXQSDLGDFFUXHGLQWHUHVWZHUHFRQYHUWHG
LQWRVKDUHVRI6HULHV6HHG3UHIHUUHG6WRFNRQ1RYHPEHU

'XULQJ1RYHPEHUDQG'HFHPEHUWKH&RPSDQ\LVVXHGDQDGGLWLRQDOVKDUHVRI6HULHV
6HHG3UHIHUUHG6WRFNDWSHUVKDUHIRU

(DFKKROGHURIRXWVWDQGLQJVKDUHVRISUHIHUUHGVWRFNPD\FDVWWKHQXPEHURIYRWHVHTXDOWRWKH
QXPEHURIZKROHVKDUHVRIFRPPRQVWRFNLQWRZKLFKWKHVKDUHVRISUHIHUUHGVWRFNKHOGE\VXFK
KROGHUDUHFRQYHUWLEOH

,QWKHHYHQWRIDQ\YROXQWDU\RULQYROXQWDU\OLTXLGDWLRQGLVVROXWLRQRUZLQGLQJXSWKH&RPSDQ\RU
DQ\GHHPHGOLTXLGDWLRQHYHQWEHIRUHDQ\SD\PHQWVKDOOEHPDGHWRWKHKROGHUVRIFRPPRQVWRFN
WKHKROGHUVRIVKDUHVRISUHIHUUHGVWRFNWKHQRXWVWDQGLQJPXVWEHSDLGRXWRIWKHIXQGVDQGDVVHWV
DYDLODEOHIRUGLVWULEXWLRQWRLWVVWRFNKROGHUVDQDPRXQWSHUVKDUHHTXDOWRWKHJUHDWHURIWKHRULJLQDO
LVVXHSULFHIRUVXFKVKDUHRISUHIHUUHGVWRFNSOXVDQ\GLYLGHQGVGHFODUHGEXWXQSDLGRUVXFKDPRXQW
SHUVKDUHDVZRXOGKDYHEHHQSD\DEOHKDGDOOVKDUHVRISUHIHUUHGVWRFNKDGEHHQFRQYHUWHGLQWR
FRPPRQVWRFNLPPHGLDWHO\SULRUWRVXFKOLTXLGDWLRQGLVVROXWLRQRUZLQGLQJXSRUGHHPHG
OLTXLGDWLRQHYHQW

(DFKVKDUHRISUHIHUUHGVWRFNLVFRQYHUWLEOHDWWKHRSWLRQRIWKHKROGHUDWDQ\WLPHDQGZLWKRXWWKH
SD\PHQWRIDGGLWLRQDOFRQVLGHUDWLRQLQWRVXFKQXPEHURIIXOO\SDLGDQGQRQDVVHVVDEOHVKDUHVRI
FRPPRQVWRFNDVLVGHWHUPLQHGE\GLYLGLQJWKHRULJLQDOLVVXHSULFHIRUWKHSUHIHUUHGVWRFNE\D
FRQYHUVLRQSULFHVXEMHFWWRFHUWDLQDGMXVWPHQWVDQGDQWLGLOXWLRQSURYLVLRQVDVGHILQHGLQWKH
UHVWDWHGFHUWLILFDWHRILQFRUSRUDWLRQ










%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
1RWHVWR&RPELQHG)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH6WRFNKROGHUV·(TXLW\ &RQWLQXHG 

6WRFNEDVHG&RPSHQVDWLRQ

(IIHFWLYH$SULOWKH&RPSDQ\·VVWRFNKROGHUVDSSURYHGWKH(TXLW\,QFHQWLYH3ODQ8QGHUWKH
WHUPVRIWKLVSODQWKH&RPSDQ\PD\JUDQWRSWLRQVVWRFNDSSUHFLDWLRQULJKWVUHVWULFWHGVWRFNJUDQWV
DQGRUVWRFNXQLWVWRNH\HPSOR\HHVDQGWRDWWUDFWRWKHULQGLYLGXDOVZLWKRXWVWDQGLQJTXDOLILFDWLRQV
7KHPD[LPXPDJJUHJDWHQXPEHURIVKDUHVWKDWPD\EHLVVXHGXQGHUWKHSODQVKDOOQRWH[FHHG
VKDUHVRIFRPPRQVWRFNSHUWKHILUVWDPHQGPHQWWRWKH(TXLW\,QFHQWLYH3ODQ2SWLRQ
DZDUGVDUHJHQHUDOO\JUDQWHGZLWKDQH[HUFLVHSULFHHTXDOWRWKHIDLUPDUNHWYDOXHRIWKH&RPSDQ\·V
FRPPRQVWRFNRQWKHGDWHRIJUDQW7KRVHRSWLRQDZDUGVJHQHUDOO\YHVWRYHUWKUHHWRIRXU\HDUVRI
FRQWLQXRXVVHUYLFHDQGKDYHWHQ\HDUFRQWUDFWXDOWHUPV

7KHIDLUYDOXHRIHDFKRSWLRQDZDUGLVHVWLPDWHGRQWKHGDWHRIJUDQWXVLQJWKH%ODFN6FKROHV
RSWLRQSULFLQJPRGHOWKDWXVHVWKHDVVXPSWLRQVQRWHGLQWKHIROORZLQJWDEOHIRUWKH\HDUHQGHG
'HFHPEHU

  6WRFNSULFHYRODWLOLW\

  ([SHFWHGWHUP
\HDUV
  5LVNIUHHLQWHUHVWUDWH

  )RUIHLWXUHUDWH

  ([SHFWHGGLYLGHQGV


$VXPPDU\RIRSWLRQDFWLYLW\XQGHUWKH(TXLW\,QFHQWLYH3ODQDVRI'HFHPEHUDQG
FKDQJHVGXULQJWKH\HDUWKHQHQGHGLVSUHVHQWHGEHORZ





$JJUHJDWH
,QWULQVLF
9DOXH

6KDUHV

:HLJKWHG
$YHUDJH
([HUFLVH
3ULFH

2XWVWDQGLQJDW-DQXDU\
*UDQWHG
([HUFLVHG
)RUIHLWHGRUH[SLUHG

 
 
 
 

 
 
 
 

2XWVWDQGLQJDW'HFHPEHU

 

 



 

([HUFLVDEOHDW'HFHPEHU

 

 



 

2SWLRQV



:HLJKWHG
$YHUDJH
5HPDLQLQJ
&RQWUDFWXDO
/LIH







%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
1RWHVWR&RPELQHG)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH6WRFNKROGHUV·(TXLW\ &RQWLQXHG 

6WRFNEDVHG&RPSHQVDWLRQ &RQWLQXHG 

$VXPPDU\RIWKHVWDWXVRIWKH&RPSDQ\·VQRQYHVWHGVKDUHVDVRI'HFHPEHUDQGFKDQJHV
GXULQJWKH\HDUWKHQHQGHGLVSUHVHQWHGEHORZ



6KDUHV

:HLJKWHG
$YHUDJH
*UDQW'DWH
)DLU9DOXH

1RQYHVWHGDW-DQXDU\
*UDQWHG
9HVWHG
)RUIHLWHG

 
 
 
 

 
 
 
 

1RQYHVWHGDW'HFHPEHU

 

 

1RQYHVWHG6KDUHV


$VRI'HFHPEHUWKHUHZDVDSSUR[LPDWHO\RIWRWDOXQUHFRJQL]HGFRPSHQVDWLRQFRVW
JUDQWHGXQGHUWKH(TXLW\,QFHQWLYH3ODQWKDWLVH[SHFWHGWREHUHFRJQL]HGRYHUDZHLJKWHG
DYHUDJHSHULRGRI\HDUV


1RWH,QFRPH7D[HV

7KHUHFRQFLOLDWLRQRIWKHFRPELQHGIHGHUDODQGVWDWHVWDWXWRU\LQFRPHWD[UDWHRIDSSUR[LPDWHO\
WRWKHHIIHFWLYHWD[UDWH DW'HFHPEHUDQG LVDVIROORZVIRUWKH\HDUVHQGHG
'HFHPEHUDQG




1HW/RVVEHIRUH,QFRPH7D[HV H[FOXGLQJWKRVHLQFXUUHG



ZKLOHWKH&RPSDQ\ZDVDOLPLWHGOLDELOLW\FRPSDQ\

 



([SHFWHGLQFRPHWD[UHFRYHU\
&KDQJHLQWD[EHQHILWVQRWUHFRJQL]HG







3URYLVLRQIRU,QFRPH7D[([SHQVH 5HFRYHU\










%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
1RWHVWR&RPELQHG)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH,QFRPH7D[HV &RQWLQXHG 

8QUHFRJQL]HG'HIHUUHG7D[$VVHWV

'HIHUUHGWD[HVDUHSURYLGHGDVDUHVXOWRIWHPSRUDU\GLIIHUHQFHVWKDWDULVHGXHWRWKHGLIIHUHQFHV
EHWZHHQWKHLQFRPHWD[YDOXHVDQGWKHFDUU\LQJDPRXQWRIDVVHWVDQGOLDELOLWLHV'HIHUUHGWD[DVVHWV
KDYHQRWEHHQUHFRJQL]HGZLWKUHVSHFWWRWKHIROORZLQJDSSUR[LPDWHGHGXFWLEOHWHPSRUDU\
GLIIHUHQFHVDW'HFHPEHUDQGEHFDXVHLWLVQRWSUREDEOHWKDWIXWXUHWD[DEOHLQFRPH
ZLOOEHDYDLODEOHDJDLQVWZKLFKWKH&RPSDQ\FDQXWLOL]HWKHEHQHILWVWKHUHIURP






1HWRSHUDWLQJORVVFDUU\IRUZDUGV
'HIHUUHGUHYHQXHDQGRWKHU







7RWDO'HGXFWLEOH7HPSRUDU\'LIIHUHQFHV1RW5HFRJQL]HG





7KH&RPSDQ\·VIHGHUDODQGVWDWHQHWRSHUDWLQJORVVFDUU\IRUZDUGVH[SLUHEHWZHHQDQG


1RWH)LQDQFLDO,QVWUXPHQWVDQG5LVN0DQDJHPHQW

7KH&RPSDQ\·VILQDQFLDOLQVWUXPHQWVKDYHEHHQFODVVLILHGDVIROORZV

)LQDQFLDO,QVWUXPHQW
&ODVVLILFDWLRQ

&DVKDQGFDVKHTXLYDOHQWV
$FFRXQWVUHFHLYDEOH
$FFRXQWVSD\DEOH

/RDQVDQGUHFHLYDEOHV
/RDQVDQGUHFHLYDEOHV
2WKHUOLDELOLWLHV


7KHIDLUYDOXHVDUHDVVXPHGWRDSSUR[LPDWHFRVWGXHWRWKHUHODWLYHVKRUWWHUPPDWXULW\RIWKHVH
ILQDQFLDOLQVWUXPHQWV

7KHSULQFLSDOILQDQFLDOULVNVWRZKLFKWKH&RPSDQ\LVH[SRVHGLQFOXGHFUHGLWULVNPDUNHWULVNOLTXLGLW\
ULVNDQGLQWHUHVWUDWHULVN

&UHGLW5LVN

7KH&RPSDQ\·VILQDQFLDOLQVWUXPHQWVWKDWDUHH[SRVHGWRFUHGLWULVNFRQVLVWSULPDULO\RIFDVKDQG
FDVKHTXLYDOHQWVDQGDFFRXQWVUHFHLYDEOHV7KH&RPSDQ\SODFHVLWVFDVKDQGFDVKHTXLYDOHQWVZLWK
SULPDULO\RQHILQDQFLDOLQVWLWXWLRQ$WWLPHVVXFKDPRXQWVPD\EHLQH[FHVVRIWKH)',&LQVXUHGOLPLW
7KH&RPSDQ\KDVQHYHUH[SHULHQFHGDQ\ORVVHVUHODWHGWRWKHVHEDODQFHV7KH&RPSDQ\URXWLQHO\
DVVHVVHVWKHILQDQFLDOVWUHQJWKRILWVFXVWRPHUVDQGDVDFRQVHTXHQFHEHOLHYHVWKDWLWVDFFRXQWV
UHFHLYDEOHFUHGLWULVNH[SRVXUHLVOLPLWHG





%$.(57(&+12/2*,(6,1&$1'%$.(57(&+12/2*,(6//&
1RWHVWR&RPELQHG)LQDQFLDO6WDWHPHQWV
'HFHPEHUDQG
([SUHVVHGLQ86'ROODUV 

1RWH)LQDQFLDO,QVWUXPHQWVDQG5LVN0DQDJHPHQW &RQWLQXHG 

0DUNHW5LVN
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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.

1200 Market Street, Chattanooga, TN 37402 | T 423.756.7771 | F 423.265.8125
AN INDEPENDENT MEMBER OF THE BDO ALLIANCE USA
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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
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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)

ASSETS
2018
CURRENT ASSETS
Cash
Demand notes receivable – members (Note 4)
Prepaid inventory
Prepaid expenses

$

Total current assets
NON-CURRENT ASSETS
Property, plant and equipment (Note 5)
Deferred income tax assets (Note 6)
Intangible assets (Note 7)
Other assets (Note 8)

6,356,758
50,000
1,758,069
7,283

$

3,411,053
733,333
763,165
-

8,172,110

4,907,551

3,989,766
197,600
3,977
4,000

4,079,212
97,600
3,543
2,000

4,195,343

4,182,355

$ 12,367,453

TOTAL ASSETS

2017

$

9,089,906

$

157,534
44,882
847,650

LIABILITIES AND MEMBERS' EQUITY
LIABILITIES
Unearned revenue
Accounts payable
Accrued expenses
Customer deposits
Total liabilities
MEMBERS' EQUITY
TOTAL LIABILITIES AND MEMBERS' EQUITY

The accompanying notes are an integral part of the financial statements

$

1,949,738
30,493
1,980,231

1,050,066

10,387,222

8,039,840

$ 12,367,453

$

9,089,906
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The accompanying notes are an integral part of the financial statements

NET LOSS

INCOME TAX BENEFIT (Note 10)

LOSS FROM OPERATIONS

Total selling, general and administrative expenses

SELLING, GENERAL AND ADMINISTRATIVE EXPENSES
Bank fees
Computer expense
Contributions
Depreciation expense
Dues and subscriptions
Employee benefits
Guaranteed payments
Insurance
Meals and entertainment
Miscellaneous
Photography
Professional fees
Rent
Repairs and maintenance
Salaries and wages
Selling expenses
Supplies and postage
Taxes and licenses
Training and recruiting
Travel
Utilities

Gross profit

COST OF REVENUE

REVENUE

$

$

(1,501,118)
(100,000)

(245,942)
(24,400)
(221,542)

(1,008,532)
(69,600)
(938,932) $

(1,401,118) $

1,765,409

245,942

264,291

880,555

1,144,846 $

1,008,532

$

$

3,408
78,776
5,000
128,350
7,743
3,675
187,499
43,930
7,312
345
20,623
343,154
18,102
791
450,119
67,072
10,716
63,537
15,915
306,092
3,250

-

-

-

445
296
210
5,781
62,499
4,166
385
30
81,568
875
39,192
20,085
2,281
3,426
24,703
-

$

-

-

-

(290,024)

(48,800)

(338,824)

338,824

772
556
211
5,897
83,332
4,166
1,505
117
132,887
875
40,577
20,323
2,460
3,609
41,537
-

Six-Month Period Ended
June 30, 2018
June 30, 2017

1,444
45,927
5,000
64,234
6,098
525
16,508
3,415
346
1,181
266,822
7,275
84
308,445
46,323
5,675
46,087
7,933
173,411
1,799

-

-

-

Three-Month Period Ended
June 30, 2018
June 30, 2017

(See Independent Accountant's Review Report)

FOR THE THREE AND SIX MONTH PERIODS ENDED JUNE 30, 2018 AND 2017 (UNAUDITED)

CONSOLIDATED STATEMENTS OF OPERATIONS

BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES
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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)

For the Six-Month Period Ended June 30, 2018
MEMBERS' EQUITY - January 1, 2018

$

Membership warrants exercised

3,748,500
(1,401,118)

Net loss
MEMBERS' EQUITY - June 30, 2018

8,039,840

$ 10,387,222

For the Six-Month Period Ended June 30, 2017
MEMBERS' EQUITY - January 1, 2017

$

Capital contributions

8,100,000
(290,024)

Net loss
MEMBERS' EQUITY - June 30, 2017

The accompanying notes are an integral part of the financial statements

-

$

7,809,976
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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)
June 30,
2018
CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss to net cash
from operating activities:
Depreciation
Provision for deferred income taxes
Changes in assets and liabilities:
Deposits on inventory
Prepaids
Other assets
Accounts payable
Unearned revenues
Accrued expenses
Customer deposits

$

Net cash from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of intangible assets
Purchases of property and equipment
Net cash from investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Capital contributions
Membership warrants exercised
Principal receipts on demand notes receivable for membership interest
Net cash from financing activities
NET CHANGE IN CASH
Cash - beginning of six-month period
Cash - end of six-month period

The accompanying notes are an integral part of the financial statements

$

June 30,
2017

(1,401,118) $

(290,024)

128,350
(100,000)

211
(48,800)

(994,904)
(7,283)
(2,000)
(157,534)
1,949,738
(14,389)
(847,650)

(639,200)
(189,914)
(2,000)
-

(1,446,790)

(1,169,727)

(434)
(38,904)

(1,272,555)

(39,338)

(1,272,555)

3,748,500
683,333

8,100,000
-

4,431,833

8,100,000

2,945,705

5,657,718

3,411,053

-

6,356,758 $

5,657,718
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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)
________________________________________________________________________________
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)
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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)
________________________________________________________________________________
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)
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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)
________________________________________________________________________________
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)
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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)
________________________________________________________________________________
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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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)
________________________________________________________________________________
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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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)
________________________________________________________________________________
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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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)
________________________________________________________________________________
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
Office equipment
Furniture and fixtures
Construction in progress

$
$

2017

1,395,718
4,125
2,589,923
3,989,766

$
$

8,226
4,446
4,066,540
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:
Amounts to be recovered after more
than 12 months
Amounts to be recovered within 12 months
Deferred tax asset

2018
$
$

2017

197,600
197,600

$
$

97,600
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
Costs

January 1, 2017

$

Three months ended 3/31/17
Three months ended 6/30/17
Six months ended 6/30/17
Six months ended 12/31/17
December 31, 2017

$

Net Operating Loss
Carryforward

-

$

-

2,450
2,450
4,900

21,950
21,950
43,900

4,900
9,800

43,900
$87,800

Total

$

24,400
24,400
48,800

$

48,800
97,600

(Continued)
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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)
________________________________________________________________________________
NOTE 6 – DEFERRED INCOME TAX (Continued)
Start-Up
Costs

January 1, 2018

$

Three months ended 3/31/18
Three months ended 6/30/18
Six months ended 6/30/18
June 30, 2018

9,800

Net Operating Loss
Carryforward

$

8,000
400
8,400
$

18,200

87,800

Total

$

22,400
69,200
91,600
$

179,400

97,600
30,400
69,600
100,000

$

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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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)
________________________________________________________________________________
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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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)
________________________________________________________________________________
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
Options granted
Options expired
Options outstanding – June 30, 2018

4,310
4,310

$1,000
1,000
1,000
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
AN INDEPENDENT MEMBER OF THE BDO ALLIANCE USA
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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
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BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
DECEMBER 31, 2017

ASSETS
CURRENT ASSETS
Cash
Demand notes receivable – members (Note 4)
Inventory (Note 5)

$

3,411,053
733,333
763,165
4,907,551

Total current assets
NON-CURRENT ASSETS
Property, plant and equipment (Note 6)
Deferred income tax assets (Note 7)
Intangible assets (Note 8)
Other assets (Note 9)

4,079,212
97,600
3,543
2,000
4,182,355

TOTAL ASSETS

$

9,089,906

$

157,534
44,882
847,650

LIABILITIES AND MEMBERS' EQUITY
LIABILITIES
Trade payables
Accrued expenses
Customer deposits

1,050,066

Total liabilities

8,039,840

MEMBERS' EQUITY
TOTAL LIABILITIES AND MEMBERS' EQUITY

The accompanying notes are an integral part of the financial statements

$

9,089,906
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BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF OPERATIONS
FOR THE PERIOD FROM DECEMBER 9, 2016 (DATE OF INCEPTION)
TO DECEMBER 31, 2017

REVENUE

$

SELLING, GERNERAL AND ADMINISTRATIVE EXPENSES
Advertising
Bank fees
Computer expense
Contract labor
Contributions
Depreciation expense
Dues and subscriptions
Guaranteed payments
Insurance
Meals and entertainment
Miscellaneous
Office supplies
Professional fees
Rent
Repairs and maintenance
Salaries and wages
Selling expenses
Taxes and licenses
Training and recruiting
Travel
Utilities

248,298
2,813
5,398
269,546
50,000
1,210
13,168
208,330
35,614
10,037
1,563
17,549
169,135
4,558
690
205,924
134,456
49,012
6,223
135,310
3,926
1,572,760

Total selling, general and administrative expenses

(1,557,760)

LOSS FROM OPERATIONS

(97,600)

INCOME TAX BENEFIT (Note 11)
NET LOSS

The accompanying notes are an integral part of the financial statements

15,000

$

(1,460,160)
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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

MEMBERS' EQUITY - January 1, 2017

$

Capital contributions

9,500,000
(1,460,160)

Net loss
MEMBERS' EQUITY - December 31, 2017

The accompanying notes are an integral part of the financial statements

-

$

8,039,840
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BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE PERIOD FROM DECEMBER 9, 2016 (DATE OF INCEPTION)
TO DECEMBER 31, 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Net loss
Adjustments to reconcile net loss to net cash
from operating activities:
Depreciation
Provision for deferred income taxes
Changes in assets and liabilities:
Inventory
Other assets
Accounts payable
Accrued expenses
Customer deposits
Net cash from operating activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchases of intangible assets
Purchases of property and equipment
Net cash from investing activities
CASH FLOWS FROM FINANCING ACTIVITIES
Capital contributions
Net cash from financing activities
Net change in cash
Cash - beginning of period
Cash - end of period

The accompanying notes are an integral part of the financial statements

$ (1,460,160)
1,210
(97,600)
(763,165)
(2,000)
157,534
44,882
847,650
(1,271,649)

(3,543)
(4,080,422)
(4,083,965)

8,766,667
8,766,667
3,411,053
$ 3,411,053
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BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2017
________________________________________________________________________________
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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BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2017
________________________________________________________________________________
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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BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2017
________________________________________________________________________________
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 endcustomers, 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)
9

BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
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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 patentrelated 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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BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2017
________________________________________________________________________________
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
Work in process

$
$

42,278
720,887
763,165

The company did not recognize any write down of inventory during the period ended December 31,
2017.

12

BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2017
________________________________________________________________________________
NOTE 6 – PROPERTY, PLANT AND EQUIPMENT
Office
Equipment

Net book amount
1/1/17
Additions
Disposals
Depreciation change
Net book amount
12/31/17

$

-

Furniture
and Fixtures

$

9,382
(1,156)
$

8,226

4,500
(54)

$

4,446

Construction
in
Progress

$

-

Total

$

4,066,540
$ 4,066,540

4,080,422
(1,210)

$ 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
Amounts to be recovered within 12 months
Deferred tax asset

$
$

97,600
97,600

The gross movement on the deferred income tax account is as follows:
At January 1, 2017
Statement of operations change
Other differences
At December 31, 2017

$
$

97,600
97,600

(Continued)
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BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2017
________________________________________________________________________________
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)
to the
Income
Statement

Balance at
January 1,
2017

Deferred tax assets:
Start-up costs
Net operating loss carryforwards
Total deferred tax assets
Valuation allowance
Net deferred tax assets

$

$

-

$

$

Balance at
December 31,
2017

9,800
87,800
97,600

$

97,600

$

9,800
87,800
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
Disposals
December 31, 2017

$
$

3,543
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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BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2017
________________________________________________________________________________
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
Impact of change in tax rate
Recognition of previously unrecognized tax losses
Valuation allowance
Total deferred tax
Income tax benefit

$

$

(97,600)
(97,600)
(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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BRITESIDE HOLDINGS, LLC AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2017
________________________________________________________________________________
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)
Restricted cash held in escrow
Deferred tax asset
Other assets
Goodwill (Note 6)
Intangibles (Note 3)
TOTAL ASSETS
LIABILITIES AND MEMBER'S DEFICIT
Current liabilities:
Accounts payable
Accrued expenses
Current portion of long-term debt (Note 10)
Current portion of capital lease obligations (Note 9)
Total current liabilities
Non-current liabilities:
Deferred rent
Long-term debt, net of current portion (Note 10)
Capital lease obligations, net of current portion (Note 9)
Loans payable - related parties (Note 7)
Total Liabilities

25,983,830
1,202,623
45,000
614,839
467,777
2,951,099
$ 39,709,849

$

$

$

2,574,106
1,675,033
1,791
7,065
4,257,995

174,624
603,046

702,806
702,806

238,692
12,567
35,517
59,732,652
64,277,423

4,739,994
5,442,800

(10,798,188)
(13,769,386)
(24,567,574)

(4,133,201)
(706,553)
(4,839,754)

Commitments and Contingencies (Note 9)
Member's Deficit
Member's deficit of Sea Hunter Therapeutics, LLC
and Subsidiaries
Non-controlling interests
Total Member's Deficit
TOTAL LIABILITIES AND
MEMBER'S DEFICIT

$ 39,709,849

-2See accompanying notes and accountant's report.

$

603,046

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
ended June 30, 2018
Revenue
Sales
Production costs expensed to cost of sales
Gross profit before fair value adjustments

$

Unrealized gain on changes in fair value of biological assets
Gross profit

660,088
580,186
79,902

$

9,077
70,825

660,088
580,186
79,902
9,077
70,825

Operating expenses:
Professional fees
Payroll and related benefits
Travel, meals and entertainment
Licenses, permits and option fees
Administrative and other expenses
Security and occupancy expenses
Advertising
Brand research and development
Insurance
Retail expense
Genetics expense
Supplies, tools and small equipment
Repairs and maintenance
Subcontractor
Depreciation and amortization
Trademarks
Utilities
Total operating expenses
Loss from operations

3,479,099
1,400,353
427,924
281,431
171,972
100,042
117,220
12,605
62,981
59,903
51,183
29,715
25,754
12,500
54,835
4,910
10,738
6,303,165
(6,232,340)

4,248,789
2,301,394
574,539
282,879
262,647
155,531
120,693
106,675
91,883
59,903
51,183
34,007
29,284
25,000
59,813
12,511
11,453
8,428,184
(8,357,359)

Other income (expenses):
Loss on disposal of asset
Interest income
Interest expense
Total other expenses
Loss before income taxes

(8,597)
603,270
(799)
593,874
(5,638,466)

(8,597)
603,270
(799)
593,874
(7,763,485)

Income taxes

28,000

Net loss
Net loss attributable to non-controlling interests
Net loss attributable to Sea Hunter Therapeutics, LLC
and Subsidiaries

$

28,000

(5,666,466)

(7,791,485)

1,173,503

1,172,502

(4,492,963)

-3See accompanying notes and accountant's reports.

$

(6,618,983)

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
$
(4,133,201) $
(706,553) $
(4,839,754)

Balance - January 1, 2018
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
Equity-based compensation
Net loss
Balance - June 30, 2018

(1,260,467)

-

(1,260,467)

1,214,463

-

1,214,463

(6,618,983)
$

(10,798,188) $

(1,172,502)
(13,769,386) $

-4See accompanying notes and accountant's report.

(7,791,485)
(24,567,574)

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
Adjustments to reconcile net loss to net cash used in operating activities:
Loss on disposal of asset
Depreciation and amortization expense
Unrealized gain on changes in fair value of biological assets
Equity-based compensation
Net change in working capital items, net of effect of acquisitions:
Restricted cash escrow
Biological assets
Inventory
Prepaid expenses and other current assets
Prepaid income taxes
Due from related parties
Deferred tax asset
Other assets
Accounts payable
Accrued expenses
Deferred rent payable
Net cash used in operating activities

$

(7,791,485)
(8,597)
94,676
9,077
1,214,463
(1,202,623)
(4,949)
(1,152,666)
(101,230)
24,314
(45,800)
3,000
(81,750)
276,014
(214,022)
(10,026)
(8,991,604)

Cash flows from investing activities
Purchase of property, plant and equipment, net of effect of acquisitions
Net cash inflow from consolidation
Net cash inflow from acquisition
Acquisition goodwill
Acquisition of intangible assets
Net cash used in investing activities

(1,521,082)
251,174
128,291
(467,777)
(2,776,475)
(4,385,869)

Cash flows from financing activities
Related party loans, net
Repayments of capital lease obligations
Repayments of loans
Net cash provided by financing activities

26,369,300
(1,465)
(10,601,967)
15,765,867

Net increase in cash

2,388,394

Cash, beginning of period
Cash, end of period
Supplemental disclosures of cash flow information:
Interest paid
Non-cash investing activities:
Equity-based compensation
-5See accompanying notes and accountant's report.

112,900
$

2,501,294

$

782

$

1,214,463

SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies
Nature of Operations:
Sea Hunter Therapeutics, LLC P/95 %IBH9FQ and Subsidiaries (collectively the
P CAD5BMQ K5G :CFA98 CB 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
G<CI@8 69 F958 =B 7CB>IB7H=CB K=H< H<9 CAD5BMRG 7CBGC@=85H98 :=B5B7=5@ GH5H9A9BHG 5G
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
RepoFH=B; /H5B85F8G P&#./Q . 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
5B8 65@5B79G 5F9 9@=A=B5H98 0<9 CAD5BMRG DF=B7=D5@ consolidated entities and
investments in affiliates and the ownership interest in each as of June 30, 2018 are as
follows:
Name
SH Realty Holdings
Cultivo, LLC
Verdant Holdings, LLC
Herbology Holdings, LLC
Verdant Management Group, LLC

-6-

Place of Incorporation
Delaware, USA
Delaware, USA
Florida, USA
Florida, USA
Massachusetts, USA

Ownership
Percentage
100%
100%
100%
100%
100%

SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
NOTE 1 - Principal Business Activity and Summary of Significant Accounting Policies
(Continued)
Basis of Consolidation (Continued):
Herbology Management Group, LLC
Alternative Care Resource Group, LLC
Sea Hunter Finance, LLC
SH Therapeutics, LLC
Commonwealth Alternative Care, Inc.
Ermont, Inc.
Verdant Medical, Inc.
Herbology Group, Inc.

Massachusetts, USA
Massachusetts, USA
Massachusetts, USA
Florida, USA
Massachusetts, USA
Massachusetts, USA
Massachusetts, USA
Massachusetts, USA

100%
100%
100%
100%
0%
0%
0%
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 9BH=HMRG
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 entitiesR net
equity (deficit) and net income (losses) not controlled is presented as non-controlling
interests. See Note 6 for these entitiesR 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
-7-

SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
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 imp57H CB H<9 CAD5BMRG 7CBGC@=85H98 :=B5B7=5@ GH5H9A9BHG
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, noninterest-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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
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
Furniture and fixtures
Autos and Truck
Leasehold improvements

5-7 years
5-7 years
5 years
Shorter of asset life, or lease term

B 5GG9HRG F9G=8I5@ J5@I9 IG9:I@ @=:9 5B8 89DF97=5H=CB A9H<C8 =G F9J=9K98 5H 957<
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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
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 (PIRSQ) 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
577CF85B79 K=H< H<9 CAD5BMRG 8C7IA9BH98 F=G? A5B5;9A9BH CF =BJ9GHA9BH GHF5H9;M
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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
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:
0<9 DF9D5F5H=CB C: H<9 CAD5BMRG 7CBGC@=85H98 :=B5B7=5@ GH5H9A9BHG =B 7CB:CFA=HM K=H<
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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
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 CB A5B5;9A9BHRG
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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
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
#=B5B7=5@ &BGHFIA9BHG .97C;B=H=CB 5B8 *95GIF9A9BH P&/ Q HC &#./  #=B5B7=5@
&BGHFIA9BHG P&#./ Q  0<=G 5A9B8A9BH =G 9::97H=J9 CB 58CDH=CB C: &#./  K<=7< =G
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
CAD5BMRG 7CBGC@=85H98 :=B5B7=5@ GH5H9A9BHG
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 58CDH=CB C: GI7< GH5B85F8 <5G F9GI@H98 =B BC =AD57H CB H<9 CAD5BMRG
consolidated financial statements.
IFRS 16 Leases
The new standard will replace IAS 17 Leases P&/ Q 5B8 9@=A=B5H9G H<9
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
CAD5BMRG 7IFF9BH @95G=B; 5FF5B;9A9BHG H<=G GH5B85F8 =G 9LD97H98 HC <5J9 5B 9::97H CB
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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
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
CAD5BMRG F=G? A5B5;9A9BH C6>97H=J9G 5B8 DClicies. The overall objective of the
Board is to set policies that seek to reduce risk as far as possible without unduly
5::97H=B; H<9 CAD5BMRG 7CAD9H=H=J9B9GG 5B8 :@9L=6=@=HM
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
H<FCI;< H<9 A5B5;9A9BH C: =HG 75D=H5@ GHFI7HIF9 0<9 CAD5BMRG 5DDFC57< HC A5B5;=B;
liquidity is to ensure that it will have sufficient liquidity to settle obligations and
liabilities when due.
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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
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
&BGIF5B79 CFDCF5H=CB #FCA H=A9 HC H=A9 H<9 CAD5BMRG 65@5B79G A5M 9L7998 H<=G
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
Furniture and fixtures
Autos and trucks
Leasehold improvements

$5,990,358
200,854
105,985
20,892,224
27,189,421

Accumulated depreciation
Property, plant and equipment, net

(1,205,591)
25,983,830

-16-

$

SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
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
Management contract rights

Shorter of asset life, or license term
Shorter of asset life, or contract term

Intangibles are recorded at cost and consist of the following as of June 30, 2018:
License rights
Management contract rights

$

Accumulated amortization
Intangibles, net

$

218,833
2,750,000
2,968,833
(17,734)
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
Net change in fair value less costs to sell due
to biological transformation
Production costs capitalized
Transferred to inventory upon harvest
Balance, end of period
-17-
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572,513

$

89,395
241,472
903,380

$

(337,272)
566,108

SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
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
aveF5;9 K9F9  7CAD@9H9 0<9 CAD5BMRG 9GH=A5H9G 5F9 6M H<9=F B5HIF9 GI6>97H HC
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.
G C: 'IB9   =H =G 9LD97H98 H<5H H<9 CAD5BMRG 6=C@C;=75@ 5GG9HG K=@@ M=9@8
5DDFCL=A5H9@M   ;F5AG 0<9 CAD5BMRG 9GH=A5H9G 5F9 GI6>97H HC 7<5B;9
Changes in the anticipated yield will be reflected in future changes in the fair value of
the biological assets.
NOTE 5 - Inventories
T<9 CAD5BMRG =BJ9BHCFM 5GG9HG as of June 30, 2018 consist of the following:
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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
NOTE 5 - Inventories (Continued)
Raw Materials
Work in Process
Finished Goods
Supplies and Accessories

$

168,303
174,220
1,554,598
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 ErmontRG 6CC?G 5B8 F97CF8G 1DCB <5J=B;
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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NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
NOTE 6 - Acquisition and Consolidation of Certain Entities (Continued)
Non-controlling Interests
As of June 30  H<9 CAD5BMRG A5L=AIA 9LDCGIF9 HC @CGG9G =B entities with noncontrolling 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 noncontrolling interests included in the accompanying Consolidated Statement of
Financial Position of the Company are as follows:

Current assets

Herbology
Group, Inc.
$
-

Verdant
Medical, Inc.
$
-

Ermont, Inc.
$1,507,517

Commonwealth
Alternative Care,
Inc.
$ 4,439,979

Total
$ 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
55,149

32,728,160
238,694

46,882,217

$ (205,139)

$ (500,413)

$(7,307,309)

$(5,576,526)

$(13,769,386)

Non-current liabilities
Net Deficit

293,843

NOTE 7 - Related Party Transactions
Sea Hunter Holdings, LLC
As of June 30, 2018, Sea Hunter Holdings, LLC P/%%Q 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
P&"/,Q , 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
7@5GG=:=98 5G 7IFF9BH 8I9 HC H<9 CAD5BMRG F=;<H HC F9EI=F9 D5MA9BH CB 89A5B8
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
?9M A5B5;9A9BH D9FGCBB9@ C: H<9 CAD5BM 5F9 H<9 A9A69FG C: H<9 CAD5BMRG
executive management team and Board of Managers.
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(Unaudited)
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
!IF=B;  H<9 CAD5BMRG D5F9BH /95 %IBH9F %C@8=B;G C5F8 C: *5B5;9FG F5H=:=98
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 CompanyRG G9FJ=79 DFCJ=89FG 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.
!IF=B;  H<9 CAD5BMRG D5F9BH /95 %IBH9F %C@8=B;G C5F8 C: *5B5;9FG F5H=:=98
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
CAD5BMRG 7I@H=J5H=CB DFC8I7H=CB 5B8 F9H5=@ 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 O December 2018
2019
2020
2021
2022 and thereafter
Total

$

$

785,201
1,576,475
1,649,233
1,680,266
8,192,720
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
Accumulated depreciation

$

653,381
(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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
NOTE 9 - Commitments and Contingencies (Continued)
Capital Leases (Continued)
Year ending December 31
July O December 2018
2019
2020
2021
Total minimum lease payments

$

$

Less amounts representing interest

11,754
26,966
24,238
3,279
66,237
(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 O December 2018
2019
2020
2021
2022 and thereafter
Total

$

$

224,939
460,000
473,800
488,014
1,150,772
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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
NOTE 9 - Commitments and Contingencies (Continued)
Other (Continued)
During 2017, the Company met the maximum service agreement fees of $1,500,000,
C: K<=7<    K5G =B7@I898 =B =BJ9BHCF=56@9 7CGHG 65G98 CB A5B5;9A9BHRG
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 O December 2018
2019
2020
2021
2022
Total

$

$

1,791
3,407
3,598
3,802
1,760
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
Deferred
Valuation allowance

$

25,000
3,000
-

Total provision for income taxes

$

28,000
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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
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:

Deferred tax asset:
Biological assets

As of
December 31,
2017

Deferred tax
assets assumed
from acquisition

Charged to
earnings

As of
June 30,
2018

$

$

$

$ 45,000

-

48,000

(3,000)

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
7CAD@=A9BH5FM 6IG=B9GG9G HC :CFA CB9 C: H<9 =B8IGHFMRG ACGH 7CADF9<9BG=J9 D@5Hforms
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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONDENSED INTERIM CONSOLIDATED FINANCIAL
STATEMENTS
(Unaudited)
NOTE 13 -Subsequent Events (Continued)
C: 0&)0RG 7CAACB G<5F9G CB H<9 /" 0<9 Cmpany 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
C: H<9 HF5BG57H=CB /% &@@=BC=G )=79BG9 %C@89F CFDRG D5F9BH 7CAD5BM KCI@8 =GGI9 5
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 fiveyear 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
Prepaid expenses and other current assets
Total current assets
Non-current assets:
Intangibles (Note 2)
TOTAL ASSETS
LIABILITIES AND MEMBER'S EQUITY
Current liabilities:
Accounts payable
Total current liabilities

$

$

$

Non-current liabilities:
Loans payable - related parties (Note 4)
Total Liabilities

112,900
315,522
428,422
174,624
603,046

702,806
702,806
4,739,994
5,442,800

Commitments and Contingencies (Note 5)
Member's Deficit
Member's deficit of Sea Hunter Therapeutics, LLC
and Subsidiaries
Non-controlling interests
Total Member's Deficit
TOTAL LIABILITIES AND
MEMBER'S DEFICIT

(4,133,201)
(706,553)
(4,839,754)
$

603,046

-2The 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
Professional fees
Taxes and license
Travel, meals and entertainment
Administrative and other expenses
Brand development
Rent (Note 5)
Subcontractor fees
Insurance
Advertising
Trademarks
Utilities
Total operating expenses

$

Loss from operations

1,527,421
1,159,730
829,147
196,251
113,686
107,488
40,970
30,966
6,569
5,440
3,868
331
4,021,867
(4,021,867)

Other expenses:
Option fee
Loss on disposal of asset
Total other expenses

74,500
36,834
111,334

Net loss

(4,133,201)

Net loss attributable to non-controlling interests

-

Net loss attributable to Sea Hunter Therapeutics, LLC
and Subsidiaries

(4,133,201)

Member's deficit, beginning of period

-

Net loss
Opening balance of non-controlling
interests from consolidation
Member's deficit, end of period

(4,133,201)
(706,553)
$

(4,839,754)

-3The 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
Adjustments to reconcile net loss to net cash used in operating activities:
Loss on disposal of asset
Net change in working capital items:
Prepaid expenses and other current assets
Accounts payable
Net cash used in operating activities

$

(4,133,201)
36,834
(33,022)
702,806
(3,426,583)

Cash flows from investing activities
Acquisition of leasehold improvements
Acquisition of intangible assets
Net cash used in investing activities

(36,834)
(174,624)
(211,458)

Cash flows from financing activities
Proceeds from related party loans
Repayment of advances
Net cash provided by financing activities

4,739,994
(989,053)
3,750,941

Net increase in cash
Cash, beginning of period
Cash, end of period

$

112,900
112,900

Supplemental disclosures of cash flow information:
Interest paid

$

-

-4The accommpanying notes are an integral part of these consolidated financial statements.

SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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
SH Realty Holdings
Cultivo, LLC
Verdant Holdings, LLC
Herbology Holdings, LLC
Verdant Management Group, LLC
Herbology Management Group, LLC
Verdant Medical, Inc.
Herbology Group, Inc.

Place of Incorporation
Delaware, USA
Delaware, USA
Florida, USA
Florida, USA
Massachusetts, USA
Massachusetts, USA
Massachusetts, USA
Massachusetts, USA

Ownership
Percentage
100%
100%
100%
100%
100%
100%
0%
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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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.
-8-

SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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 contractbased 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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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:

License rights

$ 174,624

Estimated
Useful Life
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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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
Net deficit

$
$

989,053
(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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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
2018
2019
2020
2021
2022 and thereafter
Total

Amount
$
71,598
71,598
73,746
75,958
78,237
$
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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SEA HUNTER THERAPEUTICS, LLC AND SUBSIDIARIES
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
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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7,/7+ROGLQJV,QF
3UR)RUPD&RQVROLGDWHG6WDWHPHQWRI)LQDQFLDO3RVLWLRQ
8QDXGLWHG±H[SUHVVHGLQ86GROODUV 
$VDW-XQH

EĞǀĂĚĂ,ŽůĚĐŽ
;d/>d,ŽůĚŝŶŐƐ͕
/ŶĐ͘Ϳ
:ƵŶĞϯϬ͕ϮϬϭϴ



WƌŽ&ŽƌŵĂ
ĚũƵƐƚŵĞŶƚƐ

d/>d,ŽůĚŝŶŐƐ͕
/ŶĐ͘

ϵϯ͕ϬϬϬ͕ϬϬϬ
Ϯϴ͕ϬϬϬ͕ϬϬϬ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
ϭϮϭ͕ϬϬϬ͕ϬϬϬ

ϭϯϯ͕Ϭϭϳ͕ϴϮϬ

^ŚŽƌƚƚĞƌŵŝŶǀĞƐƚŵĞŶƚ
&ƵŶĚƐŝŶƚƌƵƐƚ
'^dĂŶĚŽƚŚĞƌƌĞĐĞŝǀĂďůĞƐ
ĞƉŽƐŝƚƐĂŶĚƉƌĞƉĂŝĚĞǆƉĞŶƐĞƐ
ŝŽůŽŐŝĐĂůĂƐƐĞƚƐ
/ŶǀĞŶƚŽƌǇ
dKd>hZZEd^^d^

ϭϭ͕ϳϴϳ͕ϭϭϬ ϮϯϬ͕ϳϭϬ ϯ;ĨͿ
ϯ;ũͿ
Ͳ
ϭ͕ϱϲϳ͕ϯϮϮ
Ͳ
ϭϲϬ͕ϱϱϰ
Ϯϵϱ͕ϵϳϲ ϭ͕ϮϬϲ͕ϱϬϭ
ϭ͕ϵϮϰ͕ϲϲϰ ϮϬϯ͕ϭϲϰ
ϱϲϲ͕ϭϬϴ Ͳ
Ϯ͕ϯϬϭ͕ϭϬϰ Ͳ
ϭϲ͕ϴϳϰ͕ϵϲϭ ϯ͕ϯϲϴ͕ϮϱϮ

ϭ͕ϱϲϳ͕ϯϮϮ
ϭϲϬ͕ϱϱϰ
ϭ͕ϱϬϮ͕ϰϳϳ
Ϯ͕ϭϮϳ͕ϴϮϴ
ϱϲϲ͕ϭϬϴ
Ϯ͕ϯϬϭ͕ϭϬϰ
ϭϰϭ͕Ϯϰϯ͕Ϯϭϯ

EKEhZZEd
WƌŽƉĞƌƚǇΘĞƋƵŝƉŵĞŶƚ͕ŶĞƚ
'ŽŽĚǁŝůůΘŝŶƚĂŶŐŝďůĞƐ͕ŶĞƚ
ZĞƐƚƌŝĐƚĞĚĐĂƐŚŚĞůĚŝŶĞƐĐƌŽǁ
KƚŚĞƌĂƐƐĞƚƐ͕ŶĞƚ
dKd>EKEhZZEd^^d^

ϯϬ͕ϯϰϳ͕ϯϴϰ
ϱϯϬ͕ϱϴϭ͕ϱϵϵ
ϭ͕ϮϬϮ͕ϲϮϯ
ϴϴϭ͕Ϯϯϭ
ϱϲϯ͕ϬϭϮ͕ϴϯϳ

Ͳ
ϭϵϬ͕ϰϴϯ͕ϲϭϵ
Ͳ
Ͳ
ϭϵϬ͕ϰϴϯ͕ϲϭϵ

ϰϬ͕ϭϭϯ͕ϱϴϱ
ϳϮϭ͕Ϭϲϱ͕Ϯϭϴ
ϭ͕ϮϬϮ͕ϲϮϯ
ϴϴϭ͕Ϯϯϭ
ϳϲϯ͕ϮϲϮ͕ϲϱϳ

dKd>^^d^

ϱϳϵ͕ϴϴϳ͕ϳϵϴ ϭϯ͕ϭϯϰ͕ϰϱϯ

ϯϭϭ͕ϰϴϯ͕ϲϭϵ ϵϬϰ͕ϱϬϱ͕ϴϳϬ

>//>/d/^E^,Z,K>Z^ΖYh/dz
hZZEd>//>/d/^
ĐĐŽƵŶƚƐƉĂǇĂďůĞĂŶĚĂĐĐƌƵĞĚůŝĂďŝůŝƚŝĞƐ
ƵĞƚŽƌĞůĂƚĞĚƉĂƌƚŝĞƐ
KƚŚĞƌůŝĂďŝůŝƚŝĞƐ
ƵƌƌĞŶƚƉŽƌƚŝŽŶŽĨůŽŶŐƚĞƌŵĚĞďƚ
ƵƌƌĞŶƚƉŽƌƚŝŽŶŽĨĐĂƉŝƚĂůůĞĂƐĞƉĂǇĂďůĞ
ĞĨĞƌƌĞĚƌĞǀĞŶƵĞ
dKd>hZZEd>//>/d/^

ϱ͕ϯϰϬ͕ϰϭϮ
Ͳ
Ϯϰϱ͕ϲϱϴ
ϭ͕ϳϵϭ
ϳ͕Ϭϲϱ
Ϯϭϰ͕ϵϮϵ
ϱ͕ϴϬϵ͕ϴϱϱ

ϵϳϮ͕ϭϵϴ ϯ;ďͿ
ϭϰϱ͕ϱϵϳ
Ͳ
Ͳ
Ͳ
Ͳ
ϭ͕ϭϭϳ͕ϳϵϰ

Ϯ͕ϳϴϵ͕ϱϯϰ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ϯ͕ϳϴϵ͕ϱϯϰ

ϵ͕ϭϬϮ͕ϭϰϯ
ϭϰϱ͕ϱϵϳ
Ϯϰϱ͕ϲϱϴ
ϭ͕ϳϵϭ
ϳ͕Ϭϲϱ
Ϯϭϰ͕ϵϮϵ
ϵ͕ϳϭϳ͕ϭϴϯ

>KE'dZD>//>/d/^
ĞĨĞƌƌĞĚƌĞŶƚ
>ŽŶŐƚĞƌŵĚĞďƚ
ĂƉŝƚĂůůĞĂƐĞŽďůŝŐĂƚŝŽŶ
ŽŵŵŽŶƐƚŽĐŬƌĞƉƵƌĐŚĂƐĞůŝĂďŝůŝƚǇ
dKd>>KE'dZD>//>/d/^

Ϯϯϴ͕ϲϵϮ
ϭϮ͕ϱϲϳ
ϯϱ͕ϱϭϳ
ϭϬϴ͕ϰϳϭ
ϯϵϱ͕Ϯϰϳ

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

Ϯϯϴ͕ϲϵϮ
ϭϮ͕ϱϲϳ
ϯϱ͕ϱϭϳ
ϭϬϴ͕ϰϳϭ
ϯϵϱ͕Ϯϰϳ

dKd>>//>/d/^

ϲ͕ϮϬϱ͕ϭϬϮ ϭ͕ϭϭϳ͕ϳϵϰ

Ϯ͕ϳϴϵ͕ϱϯϰ ϭϬ͕ϭϭϮ͕ϰϯϬ

ϲϬϬ͕Ϭϱϵ͕ϮϳϬ ϮϬ͕ϵϯϮ͕ϳϮϳ ϯ;ŐͿ
ϯ;ŐͿ
ϯ;ĨͿ
ϯ;ũͿ
Ͳ
ϵϭ͕ϮϮϰ ϯ;ŐͿ
Ͳ
ϭ͕ϯϮϲ͕ϲϭϯ ϯ;ŐͿ
;ϭϯ͕ϳϲϵ͕ϯϴϲͿ Ͳ
;ϭϮ͕ϲϬϳ͕ϭϴϴͿ ;ϭϬ͕ϯϯϯ͕ϵϬϱͿ ϯ;ŐͿ
ϯ;ďͿ
ϱϳϯ͕ϲϴϮ͕ϲϵϲ ϭϮ͕Ϭϭϲ͕ϲϱϴ
ϱϳϵ͕ϴϴϳ͕ϳϵϴ ϭϯ͕ϭϯϰ͕ϰϱϯ

;ϮϬ͕ϵϯϮ͕ϳϮϳͿ
ϮϬϮ͕ϱϬϬ͕Ϯϳϴ
ϵϯ͕ϬϬϬ͕ϬϬϬ
Ϯϴ͕ϬϬϬ͕ϬϬϬ
;ϵϭ͕ϮϮϰͿ
;ϭ͕ϯϮϲ͕ϲϭϯͿ
Ͳ
ϭϬ͕ϯϯϯ͕ϵϬϱ
;Ϯ͕ϳϴϵ͕ϱϯϰͿ
ϯϬϴ͕ϲϵϰ͕Ϭϴϲ
ϯϭϭ͕ϰϴϯ͕ϲϭϵ

ƐĂƚ
^^d^
hZZEd
ĂƐŚΘĐĂƐŚĞƋƵŝǀĂůĞŶƚƐ

^,Z,K>Z^ΖYh/dz
^ŚĂƌĞĐĂƉŝƚĂů
/ƐƐƵĞĚŽŶƚƌĂŶƐĂĐƚŝŽŶ

^ŚĂƌĞƐƚŽďĞŝƐƐƵĞĚ
ŽŶƚƌŝďƵƚĞĚƐƵƌƉůƵƐ
EŽŶͲĐŽŶƚƌŽůůŝŶŐŝŶƚĞƌĞƐƚƐ
ĐĐƵŵƵůĂƚĞĚĚĞĨŝĐŝƚ

dKd>>//>/d/^E^,Z,K>Z^ΖYh/dz

^s,
:ƵůǇϯϭ͕ϮϬϭϴ

EŽƚĞ

ϵ͕ϳϲϲ͕ϮϬϭ
Ͳ
ϯ;ŐͿ
Ͳ
Ͳ
ϵ͕ϳϲϲ͕ϮϬϭ

ϵϮϯ͕ϱϱϵ͕ϱϰϴ

Ͳ
Ͳ
;ϭϯ͕ϳϲϵ͕ϯϴϲͿ
;ϭϱ͕ϯϵϲ͕ϳϮϮͿ
ϴϵϰ͕ϯϵϯ͕ϰϰϬ
ϵϬϰ͕ϱϬϱ͕ϴϳϬ

dŚĞĂĐĐŽŵƉĂŶǇŝŶŐŶŽƚĞƐĂƌĞĂŶŝŶƚĞŐƌĂůƉĂƌƚŽĨƚŚĞƐĞƉƌŽĨŽƌŵĂĐŽŶƐŽůŝĚĂƚĞĚĨŝŶĂŶĐŝĂůƐƚĂƚĞŵĞŶƚƐ





 

7,/7+ROGLQJV,QF
3UR)RUPD&RQVROLGDWHG6WDWHPHQWRI2SHUDWLRQV
8QDXGLWHG±H[SUHVVHGLQ86GROODUV 
)RUWKHWKUHHPRQWKSHULRGHQGHG-XQH





EĞǀĂĚĂ,ŽůĚĐŽ;d/>d
,ŽůĚŝŶŐƐ͕/ŶĐ͘Ϳ
:ƵŶĞϯϬ͕ϮϬϭϴ

^s,
:ƵůǇϯϭ͕ϮϬϭϴ

WƌŽ&ŽƌŵĂ
EŽƚĞ ĚũƵƐƚŵĞŶƚƐ

dŽƚĂů

ZsEh
dŽƚĂůZĞǀĞŶƵĞƐ

ϭ͕ϲϬϵ͕ϳϳϳ Ͳ

Ͳ

ϭ͕ϲϬϵ͕ϳϳϳ

K^dK&ZsEh
dŽƚĂůŽƐƚŽĨZĞǀĞŶƵĞ

ϵϳϭ͕Ϭϳϱ Ͳ

Ͳ

ϵϳϭ͕Ϭϳϱ

'ZK^^WZK&/d

ϲϯϴ͕ϳϬϯ Ͳ

Ͳ

ϲϯϴ͕ϳϬϯ

KWZd/E'yWE^^
^ĂůĂƌŝĞƐ
dƌĂǀĞůĂŶĚĞŶƚĞƌƚĂŝŶŵĞŶƚ
WƌŽĨĞƐƐŝŽŶĂůĨĞĞƐ
ZĞŶƚĂŶĚƵƚŝůŝƚŝĞƐ
ĚǀĞƌƚŝƐŝŶŐ
KƉĞƌĂƚŝŶŐĞǆƉĞŶƐĞƐ
ŽŵƉƵƚĞƌĞǆƉĞŶƐĞƐ
dƌĂŝŶŝŶŐĞǆƉĞŶƐĞƐ
'ĞŶĞƌĂůΘĂĚŵŝŶŝƐƚƌĂƚŝǀĞĞǆƉĞŶƐĞ
KƚŚĞƌĞǆƉĞŶƐĞƐ
ƵƐŝŶĞƐƐĚĞǀĞůŽƉŵĞŶƚ
dĂǆĞƐĂŶĚůŝĐĞŶƐĞƐ
/ŶƐƵƌĂŶĐĞ
ĞƉƌĞĐŝĂƚŝŽŶĞǆƉĞŶƐĞ
dKd>KWZd/E'yWE^^

ϯ͕ϳϮϬ͕ϰϴϱ
ϳϭϮ͕Ϭϯϱ
ϯ͕ϵϲϰ͕ϱϵϬ
ϮϱϬ͕ϴϲϲ
Ϯϳϯ͕ϲϬϰ
ϭϱϮ͕ϯϲϯ
ϭϮϰ͕ϭϰϰ
ϭϮϴ͕ϯϯϴ
ϰϲϱ͕ϲϳϯ
ϭϬ͕Ϯϱϱ
ϳϵ͕ϯϴϱ
ϮϮϳ͕ϯϲϬ
ϵϮ͕ϭϰϮ
ϭϱϬ͕ϵϳϵ
ϭϬ͕ϯϱϮ͕ϮϮϭ

Ϯϭϱ͕ϲϰϵ
ϭϲϵ͕ϲϴϭ
ϴϰϮ͕Ϭϵϭ
ϱϯ͕ϰϲϬ
Ͳ
ϯϭϭ
Ͳ
Ͳ
ϭϯϵ͕ϳϲϮ
Ͳ
ϭϰϱ͕ϱϲϭ
Ͳ
ϲ͕ϯϴϴ
ϳϯϯ
ϭ͕ϱϳϯ͕ϲϯϱ

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

ϯ͕ϵϯϲ͕ϭϯϰ
ϴϴϭ͕ϳϭϳ
ϰ͕ϴϬϲ͕ϲϴϭ
ϯϬϰ͕ϯϮϲ
Ϯϳϯ͕ϲϬϰ
ϭϱϮ͕ϲϳϰ
ϭϮϰ͕ϭϰϰ
ϭϮϴ͕ϯϯϴ
ϲϬϱ͕ϰϯϱ
ϭϬ͕Ϯϱϱ
ϮϮϰ͕ϵϰϲ
ϮϮϳ͕ϯϲϬ
ϵϴ͕ϱϮϵ
ϭϱϭ͕ϳϭϮ
ϭϭ͕ϵϮϱ͕ϴϱϲ

>K^^&ZKDKWZd/KE^

;ϵ͕ϳϭϯ͕ϱϭϳͿ ;ϭ͕ϱϳϯ͕ϲϯϱͿ

Ͳ

;ϭϭ͕Ϯϴϳ͕ϭϱϯͿ

Kd,ZyWE^;/EKDͿ
/ŶƚĞƌĞƐƚĞǆƉĞŶƐĞ;ŝŶĐŽŵĞͿ
>ŽƐƐŽŶĚŝƐƉŽƐĂůŽĨĨŝǆĞĚĂƐƐĞƚƐͲĐŽŶƐƚƌƵĐƚŝŽŶ

;ϲϬϮ͕ϴϰϲͿ ;ϭϰ͕ϱϰϱͿ
ϴ͕ϱϵϳ Ͳ

Ͳ
Ͳ

;ϲϭϳ͕ϯϵϭͿ
ϴ͕ϱϵϳ

Ed>K^^&KZ/EKDdy
/ŶĐŽŵĞƚĂǆďĞŶĞĨŝƚ
Ed>K^^
EĞƚůŽƐƐĂƚƚƌŝďƵƚĂďůĞƚŽŶŽŶͲĐŽŶƚƌŽůůŝŶŐŝŶƚĞƌĞƐƚƐ

;ϵ͕ϭϭϵ͕ϮϲϴͿ ;ϭ͕ϱϱϵ͕ϬϵϬͿ
ϳϯ͕ϬϬϬ Ͳ
;ϵ͕ϭϵϮ͕ϮϲϴͿ ;ϭ͕ϱϱϵ͕ϬϵϬͿ
;ϭ͕ϭϳϯ͕ϱϬϯͿ

Ͳ
Ͳ
Ͳ

;ϭϬ͕ϲϳϴ͕ϯϱϵͿ
ϳϯ͕ϬϬϬ
;ϭϬ͕ϳϱϭ͕ϯϱϵͿ
;ϭ͕ϭϳϯ͕ϱϬϯͿ

>K^^WZ^,Z
dŚĞĂĐĐŽŵƉĂŶǇŝŶŐŶŽƚĞƐĂƌĞĂŶŝŶƚĞŐƌĂůƉĂƌƚŽĨƚŚĞƐĞƉƌŽĨŽƌŵĂĐŽŶƐŽůŝĚĂƚĞĚĨŝŶĂŶĐŝĂůƐƚĂƚĞŵĞŶƚƐ

;Ϭ͘ϬϰͿ







)RUWKHVL[PRQWKHQGHG-XQH

 

7,/7+ROGLQJV,QF
3UR)RUPD&RQVROLGDWHG6WDWHPHQWRI2SHUDWLRQV
8QDXGLWHG±H[SUHVVHGLQ86GROODUV 



EĞǀĂĚĂ,ŽůĚĐŽ;d/>d
,ŽůĚŝŶŐƐ͕/ŶĐ͘Ϳ
:ƵŶĞϯϬ͕ϮϬϭϴ

WƌŽ&ŽƌŵĂ
EŽƚĞ ĚũƵƐƚŵĞŶƚƐ

^s,
:ƵůǇϯϭ͕ϮϬϭϴ

dŽƚĂů

ZsEh
dŽƚĂůZĞǀĞŶƵĞƐ

ϯ͕ϱϴϯ͕ϯϬϭ Ͳ

Ͳ

ϯ͕ϱϴϯ͕ϯϬϭ

K^dK&ZsEh
dŽƚĂůŽƐƚŽĨZĞǀĞŶƵĞ

Ϯ͕Ϯϳϴ͕ϭϯϲ Ͳ

Ͳ

Ϯ͕Ϯϳϴ͕ϭϯϲ

'ZK^^WZK&/d

ϭ͕ϯϬϱ͕ϭϲϱ Ͳ

Ͳ

ϭ͕ϯϬϱ͕ϭϲϱ

KWZd/E'yWE^^
^ĂůĂƌŝĞƐ
dƌĂǀĞůĂŶĚĞŶƚĞƌƚĂŝŶŵĞŶƚ
WƌŽĨĞƐƐŝŽŶĂůĨĞĞƐ
ZĞŶƚĂŶĚƵƚŝůŝƚŝĞƐ
ĚǀĞƌƚŝƐŝŶŐ
KƉĞƌĂƚŝŶŐĞǆƉĞŶƐĞƐ
ŽŵƉƵƚĞƌĞǆƉĞŶƐĞƐ
dƌĂŝŶŝŶŐĞǆƉĞŶƐĞƐ
'ĞŶĞƌĂůΘĂĚŵŝŶŝƐƚƌĂƚŝǀĞĞǆƉĞŶƐĞ
KƚŚĞƌĞǆƉĞŶƐĞƐ
ƵƐŝŶĞƐƐĚĞǀĞůŽƉŵĞŶƚ
dĂǆĞƐĂŶĚůŝĐĞŶƐĞƐ
/ŶƐƵƌĂŶĐĞ
ĞƉƌĞĐŝĂƚŝŽŶĞǆƉĞŶƐĞ
'ƵĂƌĂŶƚĞĞĚƉĂǇŵĞŶƚ
dKd>KWZd/E'yWE^^

ϲ͕ϰϭϱ͕ϲϳϭ
ϭ͕Ϭϵϭ͕ϴϮϯ
ϰ͕ϵϯϮ͕ϰϮϴ
ϰϭϵ͕ϯϱϵ
ϱϬϵ͕ϵϲϭ
ϮϮϯ͕ϬϬϲ
ϭϵϮ͕ϲϳϭ
ϭϲϰ͕ϱϰϴ
ϳϮϳ͕ϭϰϳ
ϭϳ͕ϴϱϲ
ϭϱϬ͕ϯϴϱ
ϯϰϲ͕ϰϭϲ
ϭϲϭ͕ϭϭϯ
Ϯϰϯ͕Ϭϱϯ
ϭϴϳ͕ϰϵϵ
ϭϱ͕ϳϴϮ͕ϵϯϴ

ϰϳϲ͕ϵϲϬ
ϮϬϲ͕ϳϬϵ
ϭ͕ϰϬϳ͕ϵϭϭ
ϵϳ͕ϭϱϰ
Ͳ
Ϯ͕ϳϲϲ
Ͳ
Ͳ
Ϯϭϴ͕ϵϬϳ
ϭ͕ϱϮϯ͕ϰϲϲ
ϭϵϯ͕ϴϮϭ
Ͳ
ϵ͕ϵϱϱ
ϭ͕ϯϯϬ
Ͳ
ϰ͕ϭϯϴ͕ϵϳϵ

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

ϲ͕ϴϵϮ͕ϲϯϭ
ϭ͕Ϯϵϴ͕ϱϯϯ
ϲ͕ϯϰϬ͕ϯϯϵ
ϱϭϲ͕ϱϭϯ
ϱϬϵ͕ϵϲϭ
ϮϮϱ͕ϳϳϮ
ϭϵϮ͕ϲϳϭ
ϭϲϰ͕ϱϰϴ
ϵϰϲ͕Ϭϱϰ
ϭ͕ϱϰϭ͕ϯϮϮ
ϯϰϰ͕ϮϬϲ
ϯϰϲ͕ϰϭϲ
ϭϳϭ͕Ϭϲϴ
Ϯϰϰ͕ϯϴϯ
ϭϴϳ͕ϰϵϵ
ϭϵ͕ϵϮϭ͕ϵϭϲ

>K^^&ZKDKWZd/KE^

;ϭϰ͕ϰϳϳ͕ϳϳϮͿ ;ϰ͕ϭϯϴ͕ϵϳϵͿ

Ͳ

;ϭϴ͕ϲϭϲ͕ϳϱϭͿ

Kd,ZyWE^;/EKDͿ
/ŶƚĞƌĞƐƚĞǆƉĞŶƐĞ;ŝŶĐŽŵĞͿ
>ŽƐƐŽŶĚŝƐƉŽƐĂůŽĨĨŝǆĞĚĂƐƐĞƚƐͲĐŽŶƐƚƌƵĐƚŝŽŶ
KƉƚŝŽŶĨĞĞƐ
dƌĂŶƐĂĐƚŝŽŶĐŽƐƚƐ

;ϲϬϮ͕ϴϰϲͿ
ϴ͕ϱϵϳ
Ͳ
Ͳ

;ϯϴ͕ϬϱϴͿ
Ͳ
Ͳ
Ͳ
ϯ;ďͿ

Ͳ
Ͳ
Ͳ
Ϯ͕ϳϴϵ͕ϱϯϰ

;ϲϰϬ͕ϵϬϰͿ
ϴ͕ϱϵϳ
Ͳ
Ϯ͕ϳϴϵ͕ϱϯϰ

Ed>K^^&KZ/EKDdy
/ŶĐŽŵĞƚĂǆďĞŶĞĨŝƚ
Ed>K^^
EĞƚůŽƐƐĂƚƚƌŝďƵƚĂďůĞƚŽŶŽŶͲĐŽŶƚƌŽůůŝŶŐŝŶƚĞƌĞƐƚƐ

;ϭϯ͕ϴϴϯ͕ϱϮϯͿ
ϮϯϬ͕ϲϬϬ
;ϭϰ͕ϭϭϰ͕ϭϮϯͿ
;ϭ͕ϭϳϮ͕ϱϬϮͿ

;ϰ͕ϭϬϬ͕ϵϮϭͿ
Ͳ
;ϰ͕ϭϬϬ͕ϵϮϭͿ
Ͳ

Ͳ
Ͳ
Ͳ
Ͳ

;ϮϬ͕ϳϳϯ͕ϵϳϴͿ
ϮϯϬ͕ϲϬϬ
;Ϯϭ͕ϬϬϰ͕ϱϳϴͿ
;ϭ͕ϭϳϮ͕ϱϬϮͿ

>K^^WZ^,Z

ϯ;ŚͿ

dŚĞĂĐĐŽŵƉĂŶǇŝŶŐŶŽƚĞƐĂƌĞĂŶŝŶƚĞŐƌĂůƉĂƌƚŽĨƚŚĞƐĞƉƌŽĨŽƌŵĂĐŽŶƐŽůŝĚĂƚĞĚĨŝŶĂŶĐŝĂůƐƚĂƚĞŵĞŶƚƐ





;Ϭ͘ϬϳͿ







)RUWKH\HDUHQGHG'HFHPEHU





7,/7+ROGLQJV,QF
3UR)RUPD&RQVROLGDWHG6WDWHPHQWRI2SHUDWLRQV
8QDXGLWHG±H[SUHVVHGLQ86GROODUV 

EĞǀĂĚĂ,ŽůĚĐŽ;d/>d
,ŽůĚŝŶŐƐ͕/ŶĐ͘Ϳ
ĞĐϯϭ͕ϮϬϭϳ

^s,
:ĂŶϯϭ͕ϮϬϭϴ

WƌŽ&ŽƌŵĂ
EŽƚĞ ĚũƵƐƚŵĞŶƚƐ

dŽƚĂů

ZsEh
dŽƚĂůZĞǀĞŶƵĞƐ

ϭ͕ϳϵϯ͕ϯϱϴ Ͳ

Ͳ

ϭ͕ϳϵϯ͕ϯϱϴ

K^dK&ZsEh
dŽƚĂůŽƐƚŽĨZĞǀĞŶƵĞ

ϵϯϰ͕ϵϱϳ Ͳ

Ͳ

ϵϯϰ͕ϵϱϳ

'ZK^^WZK&/d

ϴϱϴ͕ϰϬϭ Ͳ

Ͳ

ϴϱϴ͕ϰϬϭ

KWZd/E'yWE^^
^ĂůĂƌŝĞƐ
dƌĂǀĞůĂŶĚĞŶƚĞƌƚĂŝŶŵĞŶƚ
WƌŽĨĞƐƐŝŽŶĂůĨĞĞƐ
ZĞŶƚĂŶĚƵƚŝůŝƚŝĞƐ
ĚǀĞƌƚŝƐŝŶŐ
KƉĞƌĂƚŝŶŐĞǆƉĞŶƐĞƐ
ŽŵƉƵƚĞƌĞǆƉĞŶƐĞƐ
dƌĂŝŶŝŶŐĞǆƉĞŶƐĞƐ
'ĞŶĞƌĂůΘĂĚŵŝŶŝƐƚƌĂƚŝǀĞĞǆƉĞŶƐĞ
KƚŚĞƌĞǆƉĞŶƐĞƐ
ƵƐŝŶĞƐƐĚĞǀĞůŽƉŵĞŶƚ
dĂǆĞƐĂŶĚůŝĐĞŶƐĞƐ
/ŶƐƵƌĂŶĐĞ
ĞƉƌĞĐŝĂƚŝŽŶĞǆƉĞŶƐĞ
'ƵĂƌĂŶƚĞĞĚƉĂǇŵĞŶƚ
dKd>KWZd/E'yWE^^

ϱ͕ϭϴϱ͕ϬϬϮ
ϱϱϵ͕ϴϮϭ
ϭ͕ϲϬϯ͕ϵϵϴ
Ϯϴϯ͕ϱϮϯ
ϱϳϬ͕ϳϵϱ
Ϯϰϯ͕ϮϬϲ
ϭϮϰ͕Ϭϱϯ
ϭϰϬ͕ϯϵϯ
ϰϴϵ͕ϲϲϵ
ϱϱ͕ϰϯϭ
ϮϬϮ͕ϬϬϬ
ϴϳϴ͕ϭϱϵ
ϱϱ͕ϱϲϲ
Ϯϱ͕ϯϭϰ
ϮϬϴ͕ϯϯϬ
ϭϬ͕ϲϮϱ͕ϮϲϬ

ϲϭϬ͕ϴϴϵ
ϭϭϭ͕ϵϱϱ
ϴϯϯ͕ϲϬϰ
ϭϳϴ͕ϲϵϲ
Ͳ
Ϯϱϰ͕ϭϱϮ
Ͳ
Ͳ
Ϯϳϲ͕ϱϮϴ
Ͳ
ϭ͕ϯϭϭ͕ϱϯϯ
Ͳ
ϵ͕ϲϭϳ
Ϯ͕ϮϳϮ
Ͳ
ϯ͕ϱϴϵ͕Ϯϰϳ

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

ϱ͕ϳϵϱ͕ϴϵϭ
ϲϳϭ͕ϳϳϲ
Ϯ͕ϰϯϳ͕ϲϬϮ
ϰϲϮ͕Ϯϭϵ
ϱϳϬ͕ϳϵϱ
ϰϵϳ͕ϯϱϴ
ϭϮϰ͕Ϭϱϯ
ϭϰϬ͕ϯϵϯ
ϳϲϲ͕ϭϵϳ
ϱϱ͕ϰϯϭ
ϭ͕ϱϭϯ͕ϱϯϯ
ϴϳϴ͕ϭϱϵ
ϲϱ͕ϭϴϯ
Ϯϳ͕ϱϴϲ
ϮϬϴ͕ϯϯϬ
ϭϰ͕ϬϬϲ͕ϭϳϳ

>K^^&ZKDKWZd/KE^

;ϵ͕ϳϲϲ͕ϴϱϵͿ ;ϯ͕ϱϴϵ͕ϮϰϳͿ

Ͳ

;ϭϯ͕ϭϰϳ͕ϳϳϲͿ

Kd,ZyWE^;/EKDͿ
/ŶƚĞƌĞƐƚĞǆƉĞŶƐĞ;ŝŶĐŽŵĞͿ
>ŽƐƐŽŶĚŝƐƉŽƐĂůŽĨĨŝǆĞĚĂƐƐĞƚƐͲĐŽŶƐƚƌƵĐƚŝŽŶ
KƉƚŝŽŶĨĞĞƐ
dƌĂŶƐĂĐƚŝŽŶĐŽƐƚƐ

ϭϭ͕Ϭϯϭ
ϯϲ͕ϴϯϰ
ϳϰ͕ϱϬϬ
Ͳ

;Ϯϯ͕ϱϵϬͿ
ϮϴϮ͕ϲϴϭ
Ͳ
Ͳ

Ͳ
Ͳ
Ͳ
Ͳ

;ϭϮ͕ϱϱϵͿ
ϯϭϵ͕ϱϭϱ
ϳϰ͕ϱϬϬ
Ͳ

Ed>K^^&KZ/EKDdy
/ŶĐŽŵĞƚĂǆďĞŶĞĨŝƚ
Ed>K^^
EĞƚůŽƐƐĂƚƚƌŝďƵƚĂďůĞƚŽŶŽŶͲĐŽŶƚƌŽůůŝŶŐŝŶƚĞƌĞƐƚƐ

;ϵ͕ϴϴϵ͕ϮϮϰͿ
;ϭϱϳ͕ϲϬϬͿ
;ϵ͕ϳϯϭ͕ϲϮϰͿ
;ϳϬϲ͕ϱϱϯͿ

;ϯ͕ϴϰϴ͕ϯϯϴͿ
Ͳ
;ϯ͕ϴϰϴ͕ϯϯϴͿ
Ͳ

Ͳ
Ͳ
Ͳ
Ͳ

;ϭϯ͕ϱϮϵ͕ϮϯϮͿ
;ϭϱϳ͕ϲϬϬͿ
;ϭϯ͕ϯϳϭ͕ϲϯϮͿ
;ϳϬϲ͕ϱϱϯͿ

>K^^WZ^,Z

ϯ;ŚͿ

;Ϭ͘ϬϱͿ

dŚĞĂĐĐŽŵƉĂŶǇŝŶŐŶŽƚĞƐĂƌĞĂŶŝŶƚĞŐƌĂůƉĂƌƚŽĨƚŚĞƐĞƉƌŽĨŽƌŵĂĐŽŶƐŽůŝĚĂƚĞĚĨŝŶĂŶĐŝĂůƐƚĂƚĞŵĞŶƚƐ





$VDW-XQH



1HYDGD+ROGFR
3UR)RUPD&RQVROLGDWHG6WDWHPHQWRI)LQDQFLDO3RVLWLRQ
 8QDXGLWHG±H[SUHVVHGLQ86GROODUV 


ƐĂƚ

WƌŽ&ŽƌŵĂ
EĞǀĂĚĂ,ŽůĚĐŽ
ƌŝƚĞƐŝĚĞ
^ĞĂ,ƵŶƚĞƌ
ĂŬĞƌ
EŽƚĞ ĚũƵƐƚŵĞŶƚƐ ;d/>d,ŽůĚŝŶŐƐ͕/ŶĐ͘Ϳ
:ƵŶĞϯϬ͕ϮϬϭϴ :ƵŶĞϯϬ͕ϮϬϭϴ :ƵŶĞϯϬ͕ϮϬϭϴ
:ƵŶĞϯϬ͕ϮϬϭϴ
h^
h^
h^
h^

^^d^
ƵƌƌĞŶƚƐƐĞƚƐ͗
ĂƐŚΘĐĂƐŚĞƋƵŝǀĂůĞŶƚƐ
'^dĂŶĚŽƚŚĞƌƌĞĐĞŝǀĂďůĞƐ
/ŶǀĞŶƚŽƌǇ
ĞƉŽƐŝƚƐĂŶĚƉƌĞƉĂŝĚƐ
ŝŽůŽŐŝĐĂůĂƐƐĞƚƐ
dŽƚĂůĐƵƌƌĞŶƚĂƐƐĞƚƐ

ϲ͕ϯϱϲ͕ϳϱϴ
ϱϬ͕ϬϬϬ
ϭ͕ϳϱϴ͕Ϭϲϵ
ϳ͕Ϯϴϯ
Ͳ
ϴ͕ϭϳϮ͕ϭϭϬ

Ϯ͕ϱϬϭ͕Ϯϵϰ
ϰϴ͕Ϭϰϲ
Ϯ͕ϯϬϭ͕ϭϬϰ
ϯ͕ϬϮϴ͕ϭϮϵ
ϱϲϲ͕ϭϬϴ
ϴ͕ϰϰϰ͕ϲϴϬ

Ϯ͕ϴϳϵ͕Ϭϱϴ
Ϯϰϳ͕ϵϯϬ
Ͳ
ϲϰϳ͕ϯϮϭ
Ͳ
ϯ͕ϳϳϰ͕ϯϬϵ

ϯ;ĚͿ
ϯ;ĚͿ
ϯ;ŝͿ
ϯ;ŝͿ

ϱϬ͕ϬϬϬ
;ϱϬ͕ϬϬϬͿ
;ϭ͕ϳϱϴ͕ϬϲϵͿ
;ϭ͕ϳϱϴ͕ϬϲϵͿ
Ͳ
;ϯ͕ϱϭϲ͕ϭϯϴͿ

ϭϭ͕ϳϴϳ͕ϭϭϬ
Ϯϵϱ͕ϵϳϲ
Ϯ͕ϯϬϭ͕ϭϬϰ
ϭ͕ϵϮϰ͕ϲϲϰ
ϱϲϲ͕ϭϬϴ
ϭϲ͕ϴϳϰ͕ϵϲϭ

&ŝǆĞĚƐƐĞƚƐ͗
WƌŽƉĞƌƚǇΘĞƋƵŝƉŵĞŶƚ͕ŶĞƚ
'ŽŽĚǁŝůůΘŝŶƚĂŶŐŝďůĞƐ͕ŶĞƚ
ZĞƐƚƌŝĐƚĞĚĐĂƐŚŚĞůĚŝŶĞƐĐƌŽǁ
KƚŚĞƌĂƐƐĞƚƐ͕ŶĞƚ
dKd>^^d^

ϯ͕ϵϴϵ͕ϳϲϲ
ϯ͕ϵϳϳ
Ͳ
ϮϬϭ͕ϲϬϬ
ϭϮ͕ϯϲϳ͕ϰϱϯ

Ϯϱ͕ϵϴϯ͕ϴϯϬ
ϯ͕ϰϭϴ͕ϴϳϲ
ϭ͕ϮϬϮ͕ϲϮϯ
ϲϱϵ͕ϴϯϵ
ϯϵ͕ϳϬϵ͕ϴϰϴ

ϯϳϯ͕ϳϴϴ
ϭ͕ϬϬϲ͕ϮϵϬ ϯ;ĂͿ
Ͳ
ϮϲϮ͕ϯϵϮ ϯ;ĞͿ
ϱ͕ϰϭϲ͕ϳϳϵ

Ͳ
ϱϮϲ͕ϭϱϮ͕ϰϱϲ
Ͳ
;ϮϰϮ͕ϲϬϬͿ
ϱϮϮ͕ϯϵϯ͕ϳϭϴ

ϯϬ͕ϯϰϳ͕ϯϴϰ
ϱϯϬ͕ϱϴϭ͕ϱϵϵ
ϭ͕ϮϬϮ͕ϲϮϯ
ϴϴϭ͕Ϯϯϭ
ϱϳϵ͕ϴϴϳ͕ϳϵϴ

>//>/d/^
ƵƌƌĞŶƚ>ŝĂďŝůŝƚŝĞƐ͗
ĐĐŽƵŶƚƐƉĂǇĂďůĞĂŶĚĂĐĐƌƵĞĚůŝĂďŝůŝƚŝĞƐ
KƚŚĞƌůŝĂďŝůŝƚŝĞƐ
ƵƌƌĞŶƚƉŽƌƚŝŽŶŽĨůŽŶŐƚĞƌŵĚĞďƚ
ƵƌƌĞŶƚƉŽƌƚŝŽŶŽĨĐĂƉŝƚĂůůĞĂƐĞƉĂǇĂďůĞ
ĞĨĞƌƌĞĚƌĞǀĞŶƵĞ
dŽƚĂůĐƵƌƌĞŶƚůŝĂďŝůŝƚŝĞƐ

ϯϬ͕ϰϵϯ
Ͳ
Ͳ
Ͳ
ϭ͕ϵϰϵ͕ϳϯϴ
ϭ͕ϵϴϬ͕Ϯϯϭ

ϰ͕Ϯϰϵ͕ϭϯϴ
Ͳ
ϭ͕ϳϵϭ
ϳ͕Ϭϲϱ
Ͳ
ϰ͕Ϯϱϳ͕ϵϵϰ

ϭ͕ϬϲϬ͕ϳϴϬ
Ϯϰϱ͕ϲϱϴ
Ͳ
Ͳ
Ϯϭϰ͕ϵϮϵ ϯ;ŝͿ
ϭ͕ϱϮϭ͕ϯϲϳ

Ͳ
Ͳ
Ͳ
Ͳ
;ϭ͕ϵϰϵ͕ϳϯϴͿ
;ϭ͕ϵϰϵ͕ϳϯϴͿ

ϱ͕ϯϰϬ͕ϰϭϮ
Ϯϰϱ͕ϲϱϴ
ϭ͕ϳϵϭ
ϳ͕Ϭϲϱ
Ϯϭϰ͕ϵϮϵ
ϱ͕ϴϬϵ͕ϴϱϱ

>ŽŶŐͲƚĞƌŵ>ŝĂďŝůŝƚŝĞƐ͗
>ŽĂŶƐƉĂǇĂďůĞͲƌĞůĂƚĞĚƉĂƌƚŝĞƐ
ĞĨĞƌƌĞĚƌĞŶƚ
>ŽŶŐƚĞƌŵĚĞďƚ
ĂƉŝƚĂůůĞĂƐĞŽďůŝŐĂƚŝŽŶ
ŽŵŵŽŶƐƚŽĐŬƌĞƉƵƌĐŚĂƐĞůŝĂďŝůŝƚǇ
dŽƚĂůůŽŶŐͲƚĞƌŵůŝĂďŝůŝƚŝĞƐ

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

ϱϵ͕ϳϯϮ͕ϲϱϮ
Ϯϯϴ͕ϲϵϮ
ϭϮ͕ϱϲϳ
ϯϱ͕ϱϭϳ
Ͳ
ϲϬ͕Ϭϭϵ͕ϰϮϴ

Ͳ
ϯ;ĐͿ
Ͳ
Ͳ
Ͳ
ϭϬϴ͕ϰϳϭ
ϭϬϴ͕ϰϳϭ

;ϱϵ͕ϳϯϮ͕ϲϱϮͿ
Ͳ
Ͳ
Ͳ
Ͳ
;ϱϵ͕ϳϯϮ͕ϲϱϮͿ

Ͳ
Ϯϯϴ͕ϲϵϮ
ϭϮ͕ϱϲϳ
ϯϱ͕ϱϭϳ
ϭϬϴ͕ϰϳϭ
ϯϵϱ͕Ϯϰϳ

dKd>>//>/d/^

ϭ͕ϵϴϬ͕Ϯϯϭ ϲϰ͕Ϯϳϳ͕ϰϮϮ ϭ͕ϲϮϵ͕ϴϯϴ

;ϲϭ͕ϲϴϮ͕ϯϵϬͿ ϲ͕ϮϬϱ͕ϭϬϮ

ϭϯ͕Ϯϰϴ͕ϱϬϬ Ͳ

EŽŶͲĐŽŶƚƌŽůůŝŶŐŝŶƚĞƌĞƐƚƐ
dKd>^,Z,K>Z^ΖYh/dz

ϭϭ͕Ϯϱϭ͕ϮϮϵ ϯ;ĂͿ
ϯ;ĂͿ
ϯ;ĐͿ
Ͳ
Ͳ
ϯ͕ϭϳϱ͕ϴϲϲ ϯ;ĂͿ
;Ϯ͕ϴϲϭ͕ϮϳϴͿ ;ϭϬ͕ϳϵϴ͕ϭϴϴͿ ;ϭϬ͕ϲϰϬ͕ϭϱϰͿ ϯ;ĂͿ
ϯ;ĞͿ
ϯ;ŝͿ
ϯ;ŝͿ
Ͳ
;ϭϯ͕ϳϲϵ͕ϯϴϲͿ Ͳ
ϭϬ͕ϯϴϳ͕ϮϮϮ ;Ϯϰ͕ϱϲϳ͕ϱϳϰͿ ϯ͕ϳϴϲ͕ϵϰϭ

;Ϯϰ͕ϰϵϵ͕ϳϮϵͿ
ϱϰϬ͕ϯϮϲ͕ϲϭϵ
ϱϵ͕ϳϯϮ͕ϲϱϮ
;ϯ͕ϭϳϱ͕ϴϲϲͿ
ϭϯ͕ϱϬϭ͕ϰϯϮ
;ϮϰϮ͕ϲϬϬͿ
;ϯ͕ϱϭϲ͕ϭϯϴͿ
ϭ͕ϵϰϵ͕ϳϯϴ
Ͳ
ϱϴϰ͕Ϭϳϲ͕ϭϬϴ

dKd>>//>/d/^E^,Z,K>Z^ΖYh/dz

ϭϮ͕ϯϲϳ͕ϰϱϯ ϯϵ͕ϳϬϵ͕ϴϰϴ ϱ͕ϰϭϲ͕ϳϳϵ

ϱϮϮ͕ϯϵϯ͕ϳϭϴ ϱϳϵ͕ϴϴϳ͕ϳϵϴ

^,Z,K>Z^ΖYh/dz
^ŚĂƌĞĐĂƉŝƚĂů
/ƐƐƵĞĚŽŶƚƌĂŶƐĂĐƚŝŽŶ
ŽŶƚƌŝďƵƚŝŽŶƚŽĞƋƵŝƚǇ
ĚĚŝƚŝŽŶĂůWĂŝĚ/ŶĂƉŝƚĂů
ĐĐƵŵƵůĂƚĞĚĚĞĨŝĐŝƚ

ϲϬϬ͕Ϭϱϵ͕Ϯϳϭ

Ͳ
;ϭϮ͕ϲϬϳ͕ϭϴϴͿ

;ϭϯ͕ϳϲϵ͕ϯϴϲͿ
ϱϳϯ͕ϲϴϮ͕ϲϵϳ

dŚĞĂĐĐŽŵƉĂŶǇŝŶŐŶŽƚĞƐĂƌĞĂŶŝŶƚĞŐƌĂůƉĂƌƚŽĨƚŚĞƐĞƉƌŽĨŽƌŵĂĐŽŶƐŽůŝĚĂƚĞĚĨŝŶĂŶĐŝĂůƐƚĂƚĞŵĞŶƚƐ







1HYDGD+ROGFR
3UR)RUPD&RQVROLGDWHG6WDWHPHQWRI2SHUDWLRQV
8QDXGLWHG±H[SUHVVHGLQ86GROODUV 

)RUWKHWKUHHPRQWKSHULRGHQGHG-XQH


ƌŝƚĞƐŝĚĞ
:ƵŶĞϯϬ͕ϮϬϭϴ
h^

EŽƚĞ

WƌŽ&ŽƌŵĂ
ĚũƵƐƚŵĞŶƚƐ

EĞǀĂĚĂ,ŽůĚĐŽ
;d/>d,ŽůĚŝŶŐƐ͕
/ŶĐ͘Ϳ
:ƵŶĞϯϬ͕ϮϬϭϴ
h^

^ĞĂ,ƵŶƚĞƌ
:ƵŶĞϯϬ͕ϮϬϭϴ
h^

ĂŬĞƌ
:ƵŶĞϯϬ͕ϮϬϭϴ
h^

Ͳ
Ͳ
Ͳ
Ͳ

ϲϲϬ͕Ϭϴϴ
Ͳ
Ͳ
ϲϲϬ͕Ϭϴϴ

Ͳ
Ͳ
ϵϰϵ͕ϲϴϵ
ϵϰϵ͕ϲϴϵ

Ͳ
Ͳ
Ͳ
Ͳ

ϲϲϬ͕Ϭϴϴ
Ͳ
ϵϰϵ͕ϲϴϵ
ϭ͕ϲϬϵ͕ϳϳϳ

K^dK&ZsEh
^ĞĂ,ƵŶƚĞƌĐŽƐƚŽĨƌĞǀĞŶƵĞ
ƌŝƚĞƐŝĚĞĐŽƐƚŽĨƌĞǀĞŶƵĞ
ĂŬĞƌĐŽƐƚŽĨƌĞǀĞŶƵĞ
dŽƚĂůŽƐƚŽĨZĞǀĞŶƵĞ

Ͳ
Ͳ
Ͳ
Ͳ

ϱϴϵ͕Ϯϲϯ
Ͳ
Ͳ
ϱϴϵ͕Ϯϲϯ

Ͳ
Ͳ
ϯϴϭ͕ϴϭϭ
ϯϴϭ͕ϴϭϭ

Ͳ
Ͳ
Ͳ
Ͳ

ϱϴϵ͕Ϯϲϯ
Ͳ
ϯϴϭ͕ϴϭϭ
ϵϳϭ͕Ϭϳϰ

'ZK^^WZK&/d

Ͳ

ϳϬ͕ϴϮϱ ϱϲϳ͕ϴϳϴ

Ͳ

ϲϯϴ͕ϳϬϯ

^>>/E'͕'EZ>ED/E/^dZd/syWE^^
^ĂůĂƌŝĞƐ
dƌĂǀĞůĂŶĚĞŶƚĞƌƚĂŝŶŵĞŶƚ
WƌŽĨĞƐƐŝŽŶĂůĨĞĞƐ
ZĞŶƚĂŶĚƵƚŝůŝƚŝĞƐ
ĚǀĞƌƚŝƐŝŶŐ
KƉĞƌĂƚŝŶŐĞǆƉĞŶƐĞ

ϯϬϴ͕ϵϳϬ
ϭϳϲ͕ϴϮϲ
Ϯϲϲ͕ϴϮϮ
ϵ͕Ϭϳϰ
ϭ͕ϭϴϭ
ϰϲ͕ϰϬϳ

ϭ͕ϰϭϮ͕ϴϱϯ
ϰϮϳ͕ϵϮϰ
ϯ͕ϱϳϵ͕Ϯϱϲ
ϭϭϬ͕ϳϴϬ
ϭϮϵ͕ϴϮϱ
Ϯϱ͕ϳϱϱ

ϭ͕ϵϵϴ͕ϲϲϮ
ϭϬϳ͕Ϯϴϱ
ϭϭϴ͕ϱϭϮ
ϭϯϭ͕ϬϭϮ
ϭϰϮ͕ϱϵϴ
ϴϬ͕ϮϬϭ

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

ϯ͕ϳϮϬ͕ϰϴϱ
ϳϭϮ͕Ϭϯϱ
ϯ͕ϵϲϰ͕ϱϵϬ
ϮϱϬ͕ϴϲϲ
Ϯϳϯ͕ϲϬϰ
ϭϱϮ͕ϯϲϯ

ϰϱ͕ϵϮϳ
ϳ͕ϵϯϯ
ϭϯ͕Ϯϭϴ
ϱ͕ϯϰϱ
Ͳ
ϰϲ͕Ϭϴϳ
ϭϲ͕ϱϬϴ
ϲϰ͕Ϯϯϰ
Ͳ
ϭ͕ϬϬϴ͕ϱϯϮ

Ͳ
Ͳ
ϯϭϮ͕ϳϳϮ
ϰ͕ϵϭϬ
Ͳ
ϭϴϭ͕Ϯϳϯ
ϲϮ͕ϵϴϭ
ϱϰ͕ϴϯϱ
Ͳ
ϲ͕ϯϬϯ͕ϭϲϱ

ϳϴ͕Ϯϭϳ
ϭϮϬ͕ϰϬϱ
ϭϯϵ͕ϲϴϯ
Ͳ
ϳϵ͕ϯϴϱ
Ͳ
ϭϮ͕ϲϱϯ
ϯϭ͕ϵϭϬ
Ͳ
ϯ͕ϬϰϬ͕ϱϮϯ

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

ϭϮϰ͕ϭϰϰ
ϭϮϴ͕ϯϯϴ
ϰϲϱ͕ϲϳϯ
ϭϬ͕Ϯϱϱ
ϳϵ͕ϯϴϱ
ϮϮϳ͕ϯϲϬ
ϵϮ͕ϭϰϮ
ϭϱϬ͕ϵϳϵ
Ͳ
ϭϬ͕ϯϱϮ͕ϮϮϭ

>K^^&ZKDKWZd/KE^

;ϭ͕ϬϬϴ͕ϱϯϮͿ ;ϲ͕ϮϯϮ͕ϯϰϬͿ ;Ϯ͕ϰϳϮ͕ϲϰϱͿ

Ͳ

;ϵ͕ϳϭϯ͕ϱϭϳͿ

Kd,ZyWE^^
KƉƚŝŽŶĨĞĞƐ
>ŽƐƐŽŶĚŝƐƉŽƐĂůŽĨĂƐƐĞƚ
/ŶƚĞƌĞƐƚĞǆƉĞŶƐĞ;ŝŶĐŽŵĞͿ

Ͳ
Ͳ
Ͳ

Ͳ
Ͳ
ϴ͕ϱϵϳ Ͳ
;ϲϬϮ͕ϰϳϭͿ ;ϯϳϱͿ

Ͳ
Ͳ
Ͳ

Ͳ
ϴ͕ϱϵϳ
;ϲϬϮ͕ϴϰϲͿ

Ed>K^^&KZ/EKDdy
/ŶĐŽŵĞƚĂǆďĞŶĞĨŝƚ
Ed>K^^
EĞƚůŽƐƐĂƚƚƌŝďƵƚĂďůĞƚŽŶŽŶͲĐŽŶƚƌŽůůŝŶŐŝŶƚĞƌĞƐƚƐ

;ϭ͕ϬϬϴ͕ϱϯϮͿ
;ϲϵ͕ϲϬϬͿ
;ϵϯϴ͕ϵϯϮͿ
Ͳ

;ϱ͕ϲϯϴ͕ϰϲϲͿ
Ϯϴ͕ϬϬϬ
;ϱ͕ϲϲϲ͕ϰϲϲͿ
;ϭ͕ϭϳϯ͕ϱϬϯͿ

Ͳ
ϱϰ͕ϲϬϬ
;ϱϰ͕ϲϬϬͿ
Ͳ

;ϵ͕ϭϭϵ͕ϮϲϴͿ
ϳϯ͕ϬϬϬ
;ϵ͕ϭϵϮ͕ϮϲϴͿ
;ϭ͕ϭϳϯ͕ϱϬϯͿ

ZsEh
^ĞĂ,ƵŶƚĞƌƌĞǀĞŶƵĞ
ƌŝƚĞƐŝĚĞƌĞǀĞŶƵĞ
ĂŬĞƌƌĞǀĞŶƵĞ
dŽƚĂůZĞǀĞŶƵĞƐ

ŽŵƉƵƚĞƌĞǆƉĞŶƐĞ
dƌĂŝŶŝŶŐĞǆƉĞŶƐĞƐ
'ĞŶĞƌĂůΘĂĚŵŝŶŝƐƚƌĂƚŝǀĞĞǆƉĞŶƐĞ
KƚŚĞƌĞǆƉĞŶƐĞ
ƵƐŝŶĞƐƐĚĞǀĞůŽƉŵĞŶƚ
dĂǆĞƐĂŶĚůŝĐĞŶƐĞƐ
/ŶƐƵƌĂŶĐĞ
ĞƉƌĞĐŝĂƚŝŽŶĞǆƉĞŶƐĞ
'ƵĂƌĂŶƚĞĞĚƉĂǇŵĞŶƚƐ
dKd>KWZd/E'yWE^^

;Ϯ͕ϰϳϮ͕ϮϳϬͿ
ϲϬ͕ϬϬϬ
;Ϯ͕ϱϯϮ͕ϮϳϬͿ
Ͳ

>K^^WZ^,Z

;Ϭ͘ϬϰͿ

dŚĞĂĐĐŽŵƉĂŶǇŝŶŐŶŽƚĞƐĂƌĞĂŶŝŶƚĞŐƌĂůƉĂƌƚŽĨƚŚĞƐĞƉƌŽĨŽƌŵĂĐŽŶƐŽůŝĚĂƚĞĚĨŝŶĂŶĐŝĂůƐƚĂƚĞŵĞŶƚƐ



ϯ;ĞͿ











1HYDGD+ROGFR
3UR)RUPD&RQVROLGDWHG6WDWHPHQWRI2SHUDWLRQV
8QDXGLWHG±H[SUHVVHGLQ86GROODUV 

)RUWKHVL[PRQWKSHULRGHQGHG-XQH


ƌŝƚĞƐŝĚĞ
:ƵŶĞϯϬ͕ϮϬϭϴ
h^

^ĞĂ,ƵŶƚĞƌ
:ƵŶĞϯϬ͕ϮϬϭϴ
h^

ĂŬĞƌ
:ƵŶĞϯϬ͕ϮϬϭϴ
h^

EŽƚĞ

WƌŽ&ŽƌŵĂ
ĚũƵƐƚŵĞŶƚƐ

EĞǀĂĚĂ,ŽůĚĐŽ
;d/>d,ŽůĚŝŶŐƐ͕
:ƵŶĞϯϬ͕ϮϬϭϴ
h^

ZsEh
dŽƚĂůZĞǀĞŶƵĞƐ

ϭ͕ϭϰϰ͕ϴϰϲ ϲϲϬ͕Ϭϴϴ ϭ͕ϳϳϴ͕ϯϲϳ

Ͳ

ϯ͕ϱϴϯ͕ϯϬϭ

K^dK&ZsEh
dŽƚĂůŽƐƚŽĨZĞǀĞŶƵĞ

ϴϴϬ͕ϱϱϱ ϱϴϵ͕Ϯϲϯ ϴϬϴ͕ϯϭϴ

Ͳ

Ϯ͕Ϯϳϴ͕ϭϯϲ

'ZK^^WZK&/d

Ϯϲϰ͕Ϯϵϭ ϳϬ͕ϴϮϱ ϵϳϬ͕Ϭϰϵ

Ͳ

ϭ͕ϯϬϱ͕ϭϲϱ

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

ϲ͕ϰϭϱ͕ϲϳϭ
ϭ͕Ϭϵϭ͕ϴϮϯ
ϰ͕ϵϯϮ͕ϰϮϴ
ϰϭϵ͕ϯϱϵ
ϱϬϵ͕ϵϲϭ
ϮϮϯ͕ϬϬϲ
ϭϵϮ͕ϲϳϭ
ϭϲϰ͕ϱϰϴ
ϳϮϳ͕ϭϰϳ
ϭϳ͕ϴϱϲ
ϭϱϬ͕ϯϴϱ
ϯϰϲ͕ϰϭϲ
ϭϲϭ͕ϭϭϯ
Ϯϰϯ͕Ϭϱϯ
ϭϴϳ͕ϰϵϵ
ϭϱ͕ϳϴϮ͕ϵϯϴ

^>>/E'͕'EZ>ED/E/^dZd/syWE^^
^ĂůĂƌŝĞƐ
ϰϱϯ͕ϳϵϰ
dƌĂǀĞůĂŶĚĞŶƚĞƌƚĂŝŶŵĞŶƚ
ϯϭϯ͕ϰϬϰ
WƌŽĨĞƐƐŝŽŶĂůĨĞĞƐ
ϯϰϯ͕ϭϱϰ
ZĞŶƚĂŶĚƵƚŝůŝƚŝĞƐ
Ϯϭ͕ϯϱϮ
ĚǀĞƌƚŝƐŝŶŐ
ϮϬ͕ϲϮϯ
KƉĞƌĂƚŝŶŐĞǆƉĞŶƐĞ
ϲϳ͕ϴϲϯ
ŽŵƉƵƚĞƌĞǆƉĞŶƐĞ
ϳϴ͕ϳϳϲ
dƌĂŝŶŝŶŐĞǆƉĞŶƐĞƐ
ϭϱ͕ϵϭϱ
'ĞŶĞƌĂůΘĂĚŵŝŶŝƐƚƌĂƚŝǀĞĞǆƉĞŶƐĞ
Ϯϭ͕ϴϲϳ
KƚŚĞƌĞǆƉĞŶƐĞ
ϱ͕ϯϰϱ
ƵƐŝŶĞƐƐĚĞǀĞůŽƉŵĞŶƚ
Ͳ
dĂǆĞƐĂŶĚůŝĐĞŶƐĞƐ
ϲϯ͕ϱϯϳ
/ŶƐƵƌĂŶĐĞ
ϰϯ͕ϵϯϬ
ĞƉƌĞĐŝĂƚŝŽŶĞǆƉĞŶƐĞ
ϭϮϴ͕ϯϱϬ
'ƵĂƌĂŶƚĞĞĚƉĂǇŵĞŶƚƐ
ϭϴϳ͕ϰϵϵ
dKd>KWZd/E'yWE^^
ϭ͕ϳϲϱ͕ϰϬϵ

Ϯ͕ϯϮϲ͕ϯϵϰ
ϱϳϰ͕ϱϯϵ
ϰ͕Ϯϰϴ͕ϳϴϵ
ϭϲϲ͕ϵϴϰ
ϮϮϳ͕ϯϲϴ
Ϯϵ͕Ϯϴϯ
Ͳ
Ͳ
ϰϬϳ͕ϳϰϬ
ϭϮ͕ϱϭϭ
Ͳ
ϮϴϮ͕ϴϳϵ
ϵϭ͕ϴϴϯ
ϱϵ͕ϴϭϯ
Ͳ
ϴ͕ϰϮϴ͕ϭϴϰ

ϯ͕ϲϯϱ͕ϰϴϯ
ϮϬϯ͕ϴϴϬ
ϯϰϬ͕ϰϴϱ
Ϯϯϭ͕ϬϮϯ
Ϯϲϭ͕ϵϳϬ
ϭϮϱ͕ϴϲϬ
ϭϭϯ͕ϴϵϱ
ϭϰϴ͕ϲϯϯ
Ϯϵϳ͕ϱϰϬ
Ͳ
ϭϱϬ͕ϯϴϱ
Ͳ
Ϯϱ͕ϯϬϬ
ϱϰ͕ϴϵϬ
Ͳ
ϱ͕ϱϴϵ͕ϯϰϰ

>K^^&ZKDKWZd/KE^

;ϭ͕ϱϬϭ͕ϭϭϴͿ ;ϴ͕ϯϱϳ͕ϯϱϵͿ ;ϰ͕ϲϭϵ͕ϮϵϱͿ

Ͳ

;ϭϰ͕ϰϳϳ͕ϳϳϮͿ

Kd,ZyWE^^
KƉƚŝŽŶĨĞĞƐ
>ŽƐƐŽŶĚŝƐƉŽƐĂůŽĨĂƐƐĞƚ
/ŶƚĞƌĞƐƚĞǆƉĞŶƐĞ;ŝŶĐŽŵĞͿ

Ͳ
Ͳ
Ͳ

Ͳ
Ͳ
ϴ͕ϱϵϳ Ͳ
;ϲϬϮ͕ϰϳϭͿ ;ϯϳϱͿ

Ͳ
Ͳ
Ͳ

Ͳ
ϴ͕ϱϵϳ
;ϲϬϮ͕ϴϰϲͿ

Ed>K^^&KZ/EKDdy
/ŶĐŽŵĞƚĂǆďĞŶĞĨŝƚ
Ed>K^^
EĞƚůŽƐƐĂƚƚƌŝďƵƚĂďůĞƚŽŶŽŶͲĐŽŶƚƌŽůůŝŶŐŝŶƚĞƌĞƐƚƐ

;ϭ͕ϱϬϭ͕ϭϭϴͿ
;ϭϬϬ͕ϬϬϬͿ
;ϭ͕ϰϬϭ͕ϭϭϴͿ
Ͳ

;ϳ͕ϳϲϯ͕ϰϴϱͿ
Ϯϴ͕ϬϬϬ͘Ϭ
;ϳ͕ϳϵϭ͕ϰϴϱͿ
;ϭ͕ϭϳϮ͕ϱϬϮͿ

Ͳ
ϮϰϮ͕ϲϬϬ
;ϮϰϮ͕ϲϬϬͿ
Ͳ

;ϭϯ͕ϴϴϯ͕ϱϮϯͿ
ϮϯϬ͕ϲϬϬ
;ϭϰ͕ϭϭϰ͕ϭϮϯͿ
;ϭ͕ϭϳϮ͕ϱϬϮͿ

;ϰ͕ϲϭϴ͕ϵϮϬͿ
ϲϬ͕ϬϬϬ ϯ;ĞͿ
;ϰ͕ϲϳϴ͕ϵϮϬͿ
Ͳ

>K^^WZ^,Z

ϯ;ŚͿ

;Ϭ͘ϬϲͿ

dŚĞĂĐĐŽŵƉĂŶǇŝŶŐŶŽƚĞƐĂƌĞĂŶŝŶƚĞŐƌĂůƉĂƌƚŽĨƚŚĞƐĞƉƌŽĨŽƌŵĂĐŽŶƐŽůŝĚĂƚĞĚĨŝŶĂŶĐŝĂůƐƚĂƚĞŵĞŶƚƐ







1HYDGD+ROGFR
3UR)RUPD&RQVROLGDWHG6WDWHPHQWRI2SHUDWLRQV
8QDXGLWHG±H[SUHVVHGLQ86GROODUV 

)RUWKHSHULRGHQGHG'HFHPEHU


ƌŝƚĞƐŝĚĞ
ĞĐϯϭ͕ϮϬϭϳ
h^

ĂŬĞƌ
WƌŽ&ŽƌŵĂ
EĞǀĂĚĂ,ŽůĚĐŽ
^ĞĂ,ƵŶƚĞƌ dĞĐŚŶŽůŽŐŝĞƐ EŽƚĞ ĚũƵƐƚŵĞŶƚƐ ;d/>d,ŽůĚŝŶŐƐ͕/ŶĐ͘Ϳ
ĞĐϯϭ͕ϮϬϭϳ ĞĐϯϭ͕ϮϬϭϳ
ĞĐϯϭ͕ϮϬϭϳ
h^
h^
h^

ZsEh
dŽƚĂůZĞǀĞŶƵĞƐ

ϭϱ͕ϬϬϬ Ͳ

ϭ͕ϳϳϴ͕ϯϱϴ

K^dK&ZsEh
dŽƚĂůŽƐƚŽĨZĞǀĞŶƵĞ

Ͳ

Ͳ

ϵϯϰ͕ϵϱϳ

'ZK^^WZK&/d

ϭϱ͕ϬϬϬ Ͳ

ϴϰϯ͕ϰϬϭ

Ͳ

ϴϱϴ͕ϰϬϭ

ϯ͕ϭϱϭ͕ϭϰϱ
Ϯϭϴ͕ϮϮϯ
Ϯϳϱ͕ϭϯϯ
Ϯϯϯ͕ϳϯϴ
ϮϬϵ͕ϱϲϵ
ϭϬϴ͕ϬϲϬ
ϭϭϴ͕ϲϱϱ
ϭϯϰ͕ϭϳϬ
ϯϰϮ͕ϰϱϯ
Ͳ
ϮϬϮ͕ϬϬϬ
Ͳ
ϭϯ͕ϯϴϯ
Ϯϰ͕ϭϬϰ
Ͳ
ϱ͕ϬϯϬ͕ϲϯϯ

Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ

ϱ͕ϭϴϱ͕ϬϬϮ
ϱϱϵ͕ϴϮϭ
ϭ͕ϲϬϯ͕ϵϵϴ
Ϯϴϯ͕ϱϮϯ
ϱϳϬ͕ϳϵϱ
Ϯϰϯ͕ϮϬϲ
ϭϮϰ͕Ϭϱϯ
ϭϰϬ͕ϯϵϯ
ϰϴϵ͕ϲϲϵ
ϱϱ͕ϰϯϭ
ϮϬϮ͕ϬϬϬ
ϴϳϴ͕ϭϱϵ
ϱϱ͕ϱϲϲ
Ϯϱ͕ϯϭϰ
ϮϬϴ͕ϯϯϬ
ϭϬ͕ϲϮϱ͕ϮϲϬ

>K^^&ZKDKWZd/KE^

;ϭ͕ϱϱϳ͕ϳϲϬͿ ;ϰ͕ϬϮϭ͕ϴϲϳͿ ;ϰ͕ϭϴϳ͕ϮϯϮͿ

Ͳ

;ϵ͕ϳϲϲ͕ϴϱϵͿ

Kd,ZyWE^^
KƉƚŝŽŶĨĞĞƐ
>ŽƐƐŽŶĚŝƐƉŽƐĂůŽĨĂƐƐĞƚ
/ŶƚĞƌĞƐƚĞǆƉĞŶƐĞ;ŝŶĐŽŵĞͿ

Ͳ
Ͳ
Ͳ

ϳϰ͕ϱϬϬ Ͳ
ϯϲ͕ϴϯϰ Ͳ
Ͳ
ϭϭ͕Ϭϯϭ

Ͳ
Ͳ
Ͳ

ϳϰ͕ϱϬϬ
ϯϲ͕ϴϯϰ
ϭϭ͕Ϭϯϭ

Ed>K^^&KZ/EKDdy
/ŶĐŽŵĞƚĂǆďĞŶĞĨŝƚ
Ed>K^^
EĞƚůŽƐƐĂƚƚƌŝďƵƚĂďůĞƚŽŶŽŶͲĐŽŶƚƌŽůůŝŶŐŝŶƚĞƌĞƐƚƐ

;ϭ͕ϱϱϳ͕ϳϲϬͿ
;ϵϳ͕ϲϬϬͿ
;ϭ͕ϰϲϬ͕ϭϲϬͿ
Ͳ

;ϰ͕ϭϯϯ͕ϮϬϭͿ
Ͳ
;ϰ͕ϴϯϵ͕ϳϱϰͿ
;ϳϬϲ͕ϱϱϯͿ

Ͳ
Ͳ
Ͳ
Ͳ

;ϵ͕ϴϴϵ͕ϮϮϰͿ
;ϭϱϳ͕ϲϬϬͿ
;ϵ͕ϳϯϭ͕ϲϮϰͿ
;ϳϬϲ͕ϱϱϯͿ

^>>/E'͕'EZ>ED/E/^dZd/syWE^^
^ĂůĂƌŝĞƐ
ϰϳϱ͕ϰϳϬ
dƌĂǀĞůĂŶĚĞŶƚĞƌƚĂŝŶŵĞŶƚ
ϭϰϱ͕ϯϰϳ
WƌŽĨĞƐƐŝŽŶĂůĨĞĞƐ
ϭϲϵ͕ϭϯϱ
ZĞŶƚĂŶĚƵƚŝůŝƚŝĞƐ
ϴ͕ϰϴϰ
ĚǀĞƌƚŝƐŝŶŐ
Ϯϰϴ͕Ϯϵϴ
KƉĞƌĂƚŝŶŐĞǆƉĞŶƐĞ
ϭϯϱ͕ϭϰϲ
ŽŵƉƵƚĞƌĞǆƉĞŶƐĞ
ϱ͕ϯϵϴ
dƌĂŝŶŝŶŐĞǆƉĞŶƐĞƐ
ϲ͕ϮϮϯ
'ĞŶĞƌĂůΘĂĚŵŝŶŝƐƚƌĂƚŝǀĞĞǆƉĞŶƐĞ
ϯϯ͕ϱϯϬ
KƚŚĞƌĞǆƉĞŶƐĞ
ϱϭ͕ϱϲϯ
ƵƐŝŶĞƐƐĚĞǀĞůŽƉŵĞŶƚ
Ͳ
dĂǆĞƐĂŶĚůŝĐĞŶƐĞƐ
ϰϵ͕ϬϭϮ
/ŶƐƵƌĂŶĐĞ
ϯϱ͕ϲϭϰ
ĞƉƌĞĐŝĂƚŝŽŶĞǆƉĞŶƐĞ
ϭ͕ϮϭϬ
'ƵĂƌĂŶƚĞĞĚƉĂǇŵĞŶƚƐ
ϮϬϴ͕ϯϯϬ
dKd>KWZd/E'yWE^^
ϭ͕ϱϳϮ͕ϳϲϬ

ϭ͕ϱϱϴ͕ϯϴϳ
ϭϵϲ͕Ϯϱϭ
ϭ͕ϭϱϵ͕ϳϯϬ
ϰϭ͕ϯϬϭ
ϭϭϮ͕ϵϮϴ
Ͳ
Ͳ
Ͳ
ϭϭϯ͕ϲϴϲ
ϯ͕ϴϲϴ
Ͳ
ϴϮϵ͕ϭϰϳ
ϲ͕ϱϲϵ
Ͳ
Ͳ
ϰ͕ϬϮϭ͕ϴϲϳ

Ͳ

ϵϯϰ͕ϵϱϳ

;ϰ͕ϭϵϴ͕ϮϲϯͿ
;ϲϬ͕ϬϬϬͿ
;ϰ͕ϭϯϴ͕ϮϲϯͿ
Ͳ

>K^^WZ^,Z
dŚĞĂĐĐŽŵƉĂŶǇŝŶŐŶŽƚĞƐĂƌĞĂŶŝŶƚĞŐƌĂůƉĂƌƚŽĨƚŚĞƐĞƉƌŽĨŽƌŵĂĐŽŶƐŽůŝĚĂƚĞĚĨŝŶĂŶĐŝĂůƐƚĂƚĞŵĞŶƚƐ

ϭ͕ϳϵϯ͕ϯϱϴ

ϯ;ŚͿ

;Ϭ͘ϬϰͿ









7,/7+ROGLQJV,QF
1RWHVWR3UR)RUPD&RQVROLGDWHG)LQDQFLDO6WDWHPHQW
8QDXGLWHG±H[SUHVVHGLQ86GROODUV 
-XQH


 %DVLVRI3UHVHQWDWLRQ


%DNHU7HFKQRORJLHV,QF ³%DNHU´ %ULWHVLGH+ROGLQJV//& ³%ULWHVLGH´ 6HD+XQWHU7KHUDSHXWLFV//&
³6HD+XQWHU´ 6DQWp9HULWDV+ROGLQJV,QF ³69+´ DQG%&/WG ³)LQFR´ KDYHHQWHUHGLQWR
D%XVLQHVV&RPELQDWLRQ$JUHHPHQWGDWHG-XO\WK WKH³$JUHHPHQW´ SXUVXDQWWRZKLFK%DNHU
%ULWHVLGH 6HD+XQWHUDQG 69+ KDYHDJUHHGWRFRPELQHWKHLUUHVSHFWLYHEXVLQHVVHV WKH³%XVLQHVV
&RPELQDWLRQ´  XQGHU 7,/7 +ROGLQJV ,QF ³7,/7´  7,/7 LQWHQGV WKDW WKH 3URSRVHG 7UDQVDFWLRQ EH
FDUULHGRXWE\ZD\RIDUUDQJHPHQWXQGHUWKHSURYLVLRQVRIWKH%ULWLVK&ROXPELD%XVLQHVV&RUSRUDWLRQV
$FW WKH³%&%&$´ 7KHDFFRPSDQ\LQJXQDXGLWHGSURIRUPDFRQVROLGDWHGVWDWHPHQWRIILQDQFLDOSRVLWLRQ
DQGVWDWHPHQWVRIRSHUDWLRQVRI7,/7JLYHHIIHFWWRWKH%XVLQHVV&RPELQDWLRQDVDW-XO\

7KHXQDXGLWHGSURIRUPDFRQVROLGDWHGVWDWHPHQWRIILQDQFLDOSRVLWLRQDQGVWDWHPHQWVRIRSHUDWLRQVRI
7,/7 ³SURIRUPDILQDQFLDOVWDWHPHQWV´ KDYHEHHQSUHSDUHGE\WKHUHVSHFWLYHPDQDJHPHQWRIHDFKRI
%DNHU%ULWHVLGH6HD+XQWHUDQG69+EDVHGRQKLVWRULFDOILQDQFLDOVWDWHPHQWVSUHSDUHGLQDFFRUGDQFH
ZLWK,QWHUQDWLRQDO)LQDQFLDO5HSRUWLQJ6WDQGDUGV ³,)56´ IRULQFOXVLRQLQWKH)LOLQJ6WDWHPHQWIRUWKH
SURSRVHG%XVLQHVV&RPELQDWLRQGHWDLOHGLQ1RWH

,QWKHRSLQLRQRI7,/7¶VPDQDJHPHQW ³0DQDJHPHQW´ WKHVHSURIRUPDILQDQFLDOVWDWHPHQWVLQFOXGHDOO
DGMXVWPHQWV QHFHVVDU\ IRU IDLU SUHVHQWDWLRQ LQ DFFRUGDQFH ZLWK ,)56 7KH SUR IRUPD ILQDQFLDO
VWDWHPHQWVKDYHEHHQDGMXVWHGWRJLYHHIIHFWWRSURIRUPDHYHQWVWKDWDUHGLUHFWO\DWWULEXWDEOHWRWKH
SURSRVHG%XVLQHVV&RPELQDWLRQ,QSUHSDULQJWKHVHSURIRUPDILQDQFLDOVWDWHPHQWVDGMXVWPHQWVKDYH
QRWEHHQPDGHWRUHIOHFWWKHRSHUDWLQJDQGDGPLQLVWUDWLYHEHQHILWVWKDWFRXOGUHVXOWIURPWKH%XVLQHVV
&RPELQDWLRQ

7KH SUR IRUPD ILQDQFLDO VWDWHPHQWV DUH QRW LQWHQGHG WR UHIOHFW WKH ILQDQFLDO SRVLWLRQ WKDW ZLOO H[LVW
IROORZLQJWKH%XVLQHVV&RPELQDWLRQQRUWKHVWDWHPHQWRIORVVDQGFRPSUHKHQVLYHORVVWKDWPD\EH
REWDLQHGLQWKHIXWXUH$FWXDODPRXQWVUHFRUGHGZKHQWKH%XVLQHVV&RPELQDWLRQFORVHVZLOOOLNHO\GLIIHU
IURPWKRVHUHFRUGHGLQWKHSURIRUPDILQDQFLDOVWDWHPHQWV$Q\SRWHQWLDOV\QHUJLHVWKDWPD\EHUHDOL]HG
DQGLQWHJUDWLRQFRVWVWKDWPD\EHLQFXUUHGXSRQFRQVXPPDWLRQRIWKH%XVLQHVV&RPELQDWLRQKDYHEHHQ
H[FOXGHGIURPWKHSURIRUPDILQDQFLDOVWDWHPHQWV

0DQDJHPHQW KDV UHFODVVLILHG FHUWDLQ OLQH LWHPV IURP WKH %DNHU %ULWHVLGH 6HD +XQWHU DQG 69+
ILQDQFLDOVWDWHPHQWVIRUFRQVLVWHQWSUHVHQWDWLRQLQWKHSURIRUPDILQDQFLDOVWDWHPHQWV

7KHXQDXGLWHGSURIRUPDFRQVROLGDWHGVWDWHPHQWRIILQDQFLDOSRVLWLRQRI7,/7DVDW-XQHLV
EDVHGRQFRPELQLQJWKHXQDXGLWHGFRQVROLGDWHGVWDWHPHQWVRIILQDQFLDOSRVLWLRQRI%DNHU%ULWHVLGHDQG
6HD+XQWHUDVDW-XQHDQG69+DVDW-XO\7KHXQDXGLWHGSURIRUPDFRQVROLGDWHG
VWDWHPHQW RI RSHUDWLRQV RI 7,/7 IRU WKH \HDU HQGHG 'HFHPEHU   LV EDVHG RQ FRPELQLQJ WKH
DXGLWHGFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQVRI%DNHU%ULWHVLGHDQG6HD+XQWHUIRUWKH\HDUHQGHG
'HFHPEHU   DQG 69+ IRU WKH \HDU HQGHG -DQXDU\   7KH XQDXGLWHG SUR IRUPD
FRQVROLGDWHGVWDWHPHQWRIRSHUDWLRQVRI7,/7IRUWKHWKUHHPRQWKVDQGVL[PRQWKVHQGHG-XQH
LVEDVHGRQFRPELQLQJWKHXQDXGLWHGFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQVRI%DNHU%ULWHVLGH 6HD
+XQWHUIRUWKHWKUHHPRQWKVHQGHG-XQHDQG69+IRUWKHWKUHHPRQWKVHQGHG-XO\

7KHSURIRUPDILQDQFLDOVWDWHPHQWVDUHSUHVHQWHGLQ86'ROODUV7KHVHSURIRUPDILQDQFLDOVWDWHPHQWV
VKRXOGEHUHDGLQFRQMXQFWLRQZLWKWKHDERYHQRWHGILQDQFLDOVWDWHPHQWVDQGWKH$JUHHPHQW












7,/7+ROGLQJV,QF
1RWHVWR3UR)RUPD&RQVROLGDWHG)LQDQFLDO6WDWHPHQW
8QDXGLWHG±H[SUHVVHGLQ86GROODUV 
-XQH


 %XVLQHVV&RPELQDWLRQ


3DUWRIWKH3URSRVHG7UDQVDFWLRQ±1HYDGD+ROGFR

³1HYDGD+ROGFR´PHDQV7,/7DFRUSRUDWLRQRUJDQL]HGDQGLQFRUSRUDWHGXQGHUWKH/DZVRIWKH6WDWH
RI1HYDGDWRHIIHFWWKHWUDQVDFWLRQVFRQWHPSODWHGLQWKH$JUHHPHQW

³1HYDGD0HUJH&R´PHDQV7,/7+ROGLQJV86,QFDFRUSRUDWLRQLQLWLDOO\RUJDQL]HGDQGLQFRUSRUDWHG
E\1HYDGD+ROGFRXQGHUWKH%&%&$DVDZKROO\RZQHGVXEVLGLDU\RI1HYDGD+ROGFRWRHIIHFWFHUWDLQ
WUDQVDFWLRQV FRQWHPSODWHG LQ DQ $JUHHPHQW DQG 3ODQ RI 0HUJHU DPRQJ 1HYDGD +ROGFR 1HYDGD
0HUJH&RDG%DNHUGDWHG-XO\ WKH³%DNHU3ODQRI0HUJHU´ 

³69+´6DQWp9HULWDV+ROGLQJV/WGDFRUSRUDWLRQH[LVWLQJXQGHUWKH/DZVRI&DQDGD

7KHSDUWLHVLQWHQGWRHIIHFWWKH$JUHHPHQWLQWKHIROORZLQJVWHSV

D  1HYDGD+ROGFR&ORVLQJ

 1HYDGD0HUJH&RZLOOPHUJHZLWKDQGLQWR%DNHUSXUVXDQWWRWKHWHUPVRIWKH%DNHU3ODQ
RI 0HUJHU WKH ³%DNHU 0HUJHU´  VXEMHFW WR DSSURYDO RI %DNHU¶V VKDUHKROGHUV  7KH
VKDUHKROGHUVRI%DNHUZLOOH[FKDQJHWKHLU%DNHUFDSLWDOVWRFNIRU&ODVV$&RPPRQ6KDUHV
RI1HYDGD+ROGFR ³&ODVV$&RPPRQ6KDUHV´ DQGRSWLRQVWRDFTXLUHVKDUHVRI%DNHUZLOO
EHH[FKDQJHGIRURSWLRQVRI1HYDGD+ROGFR ³&RUSRUDWLRQ2SWLRQV´ 

 %ULWHVLGH¶V PHPEHUV ZLOO FRQWULEXWH WKHLU %ULWHVLGH OLPLWHG OLDELOLW\ FRPSDQ\ PHPEHUVKLS
LQWHUHVWVWR1HYDGD+ROGFRLQH[FKDQJHIRU&ODVV$&RPPRQ6KDUHVDQGWKHLURSWLRQVWR
DFTXLUHPHPEHUVKLSLQWHUHVWVLQ%ULWHVLGHZLOOEHH[FKDQJHGIRU&RUSRUDWLRQ2SWLRQV WKH
³%ULWHVLGH&RQWULEXWLRQ´ 

 6HD+XQWHU+ROGLQJV//&WKHVROHPHPEHURI6HD+XQWHU WKH³6HD+XQWHU0HPEHU´ ZLOO
FRQWULEXWHLWV6HD+XQWHUOLPLWHGOLDELOLW\FRPSDQ\PHPEHUVKLSLQWHUHVWVWR1HYDGD+ROGFR
LQ H[FKDQJH IRU &ODVV $ &RPPRQ 6KDUHV DQG DQ\ HPSOR\HH RSWLRQV WR DFTXLUH
PHPEHUVKLS LQWHUHVWV WR LQ WKH 6HD +XQWHU 0HPEHU ZLOO EH H[FKDQJHG IRU &RUSRUDWLRQ
2SWLRQV WKH³6HD+XQWHU&RQWULEXWLRQ´ 

 )ROORZLQJWKH%DNHU0HUJHUWKH%ULWHVLGH&RQWULEXWLRQDQGWKH6HD+XQWHU&RQWULEXWLRQ
1HYDGD +ROGFR ZLOO FRQWULEXWH WKH PHPEHUVKLS LQWHUHVWV RI %ULWHVLGH DQG 6HD +XQWHU WR
%DNHUDVDQDGGLWLRQDOFDSLWDOFRQWULEXWLRQ WKH³&RUSRUDWLRQ&RQWULEXWLRQ´ 

3DUWRIWKH3URSRVHG7UDQVDFWLRQ

E  &RQWLQXDWLRQFORVLQJ

 )ROORZLQJWKH&RUSRUDWLRQ&RQWULEXWLRQ1HYDGD+ROGFRZLOOUHSXUFKDVHIRUFDQFHOODWLRQLWV
RXWVWDQGLQJ&ODVV%&RPPRQ6KDUHVDOORIZKLFKDUHKHOGE\69+SXUVXDQWWRD6WRFN
5HSXUFKDVH $JUHHPHQW EHWZHHQ 1HYDGD +ROGFR DQG 69+  6XEMHFW WR WKH DSSURYDO RI
1HYDGD+ROGFR¶VVKDUHKROGHUV1HYDGD +ROGFR ZLOOWKHQFRQWLQXH E\ ZD\RIFRQYHUVLRQ
IURPWKH6WDWHRI1HYDGDLQWRWKH 3URYLQFH RI%ULWLVK &ROXPELD WKH³&RQWLQXDQFH´ DQG
EHFRPH D %ULWLVK &ROXPELD FRUSRUDWLRQ UHIHUUHG WR KHUHLQ DV ³1HYDGD +ROGFR %&´
IROORZLQJWKH&RQWLQXDQFH 7KH&RQWLQXDQFHZLOOEHFRPSOHWHGSXUVXDQWWRVHFWLRQRI







7,/7+ROGLQJV,QF
1RWHVWR3UR)RUPD&RQVROLGDWHG)LQDQFLDO6WDWHPHQW
8QDXGLWHG±H[SUHVVHGLQ86GROODUV 
-XQH


WKH%&%&$XQGHUWKHWHUPVRIDQ$JUHHPHQWDQG3ODQRI&RQYHUVLRQE\DQGEHWZHHQ
1HYDGD+ROGFR%DNHU%ULWHVLGHDQG6HD+XQWHU

 6XEMHFWWRWKHDSSURYDO RI69+¶VVKDUHKROGHUV69+ ZLOOFRQWLQXHIURP&DQDGD LQWRWKH
3URYLQFH RI %ULWLVK &ROXPELD WKH ³69+ &RQWLQXDQFH´  DQG EHFRPH D %ULWLVK &ROXPELD
FRUSRUDWLRQ UHIHUUHGWRKHUHLQDV³69+%&´IROORZLQJWKH69+&RQWLQXDQFH SXUVXDQWWR
6HFWLRQRIWKH%&%&$DQG6HFWLRQRIWKH&DQDGD%XVLQHVV&RUSRUDWLRQV$FW

F  $WWKH$UUDQJHPHQW&ORVLQJ

 3XUVXDQW WR D SODQ RI DUUDQJHPHQW EHWZHHQ 1HYDGD +ROGFR %&  %& /WG D
%ULWLVK &ROXPELD FRUSRUDWLRQ DQG D ZKROO\RZQHG VXEVLGLDU\ RI 1HYDGD +ROGFR %&
³1HYDGD+ROGFR6XEFR´ )LQFR%&/WG D%ULWLVK&ROXPELDFRUSRUDWLRQDQG
D ZKROO\RZQHG VXEVLGLDU\ RI 1HYDGD +ROGFR %& ³)LQFR 6XEFR´  DQG 69+ %& WKH
SDUWLHVWKHUHWRZLOOFRPELQH WKH³$UUDQJHPHQW´ VXEMHFWWRWKHDSSURYDORIWKH$UUDQJHPHQW
E\69+%&VKDUHKROGHUVDQG69+%&DVWKHVROHVKDUHKROGHURIUHFRUGRI1HYDGD+ROGFR
%&RQWKHUHFRUGGDWHIRUWKH1HYDGD+ROGFRPHHWLQJDQG L 1HYDGD+ROGFR6XEFRDQG
69+%&ZLOODPDOJDPDWHXQGHUDVWDWXWRU\DPDOJDPDWLRQSXUVXDQWWR6HFWLRQRIWKH
%&%&$RQWKHWHUPVDQGVXEMHFWWRWKHFRQGLWLRQVVHWRXWLQWKH3ODQRI$UUDQJHPHQWZLWK
69+DVWKHVXUYLYRURIVXFKDPDOJDPDWLRQDQG LL )LQFRDQG)LQFR6XEFRZLOODPDOJDPDWH
XQGHUDVWDWXWRU\DPDOJDPDWLRQ WKH³)LQFR$PDOJDPDWLRQ´ SXUVXDQWWR6HFWLRQRIWKH
%&%&$RQWKHWHUPVDQGVXEMHFWWRWKHFRQGLWLRQVVHWRXWLQWKH3ODQRI$UUDQJHPHQWZLWK
)LQFR DV WKH VXUYLYRU RI VXFK DPDOJDPDWLRQ )LQFR DV WKH VXUYLYRU RI WKH )LQFR
$PDOJDPDWLRQLVUHIHUUHGWRKHUHLQDV³)LQFR$PDOFR´ DQG

 ,QFRQQHFWLRQZLWKWKH$UUDQJHPHQWRQWKHWHUPVDQGVXEMHFWWRWKHFRQGLWLRQVVHWRXWLQ
WKH3ODQRI$UUDQJHPHQW L KROGHUVRI&ODVV$&RPPRQ6KDUHVDQGWKH&ODVV$FRPPRQ
VKDUHV RI )LQFR $PDOFR ZLOO H[FKDQJH VXFK VHFXULWLHV IRU 5HVXOWLQJ ,VVXHU &RPSUHVVHG
6KDUHV DV GHILQHG LQ WKH $JUHHPHQW DQG UHIHUUHG WR KHUHLQ DV ³5HVXOWLQJ ,VVXHU
&RPSUHVVHG6KDUHV´ RI1HYDGD+ROGFR%& 1HYDGD+ROGFR%&IROORZLQJWKHFRPSOHWLRQ
RI WKH $UUDQJHPHQW LV UHIHUUHG WR KHUHLQ DV WKH ³5HVXOWLQJ ,VVXHU´  LL  WKH KROGHUV RI
FRPPRQVKDUHVRI69+DQGFRPPRQVKDUHVRI)LQFR$PDOFRZLOOH[FKDQJHVXFKFRPPRQ
VKDUHVIRU5HVXOWLQJ,VVXHU&RPPRQ6KDUHV DVGHILQHGLQWKH$JUHHPHQWDQGUHIHUUHGWR
KHUHLQ DV ³5HVXOWLQJ ,VVXHU &RPPRQ 6KDUHV´  LLL  KROGHUV RI &RUSRUDWLRQ 2SWLRQV ZLOO
H[FKDQJH WKHLU &RUSRUDWLRQ 2SWLRQV IRU RSWLRQV H[HUFLVDEOH WR DFTXLUH 5HVXOWLQJ ,VVXHU
&RPSUHVVHG6KDUHVDQG LY KROGHUVRIRSWLRQVWRDFTXLUHFRPPRQVKDUHVRI69+ ³69+
2SWLRQV´ ZLOOH[FKDQJHWKHLU69+2SWLRQVIRURSWLRQVWRDFTXLUH5HVXOWLQJ,VVXHU&RPPRQ
6KDUHV

7KHQHWUHVXOWRIWKH$UUDQJHPHQWLVWKDWIRUPHUVHFXULW\KROGHUVRI%DNHU%ULWHVLGHDQG6HD+XQWHU
ZLOO UHFHLYH 5HVXOWLQJ ,VVXHU &RPSUHVVHG 6KDUHV HDFK RI ZKLFK ZLOO EH FRQYHUWLEOH LQWR  
5HVXOWLQJ,VVXHU&RPPRQ6KDUHVDQG69+¶VVKDUHKROGHUVZLOOUHFHLYH5HVXOWLQJ,VVXHU&RPPRQ
6KDUHV1HYDGD+ROGFRKDVFRQVROLGDWHGLWV&ODVV$&RPPRQ6KDUHVRQDEDVLV7KH
UHVXOWLQJRZQHUVKLSSHUFHQWDJHRI1HYDGD+ROGFRLVVXPPDUL]HGLQWKH&DSLWDOL]DWLRQ7DEOHEHORZ
7KHUHVXOWLQJRZQHUVKLSSHUFHQWDJHRQDGLOXWHGEDVLVLVOLVWHGDVIRU%DNHUIRU
%ULWHVLGHIRU6HD+XQWHUDQGIRU69+
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W/d>/d/KEd>

ĂŬĞƌ
ƌŝƚĞƐŝĚĞ
^ĞĂ,ƵŶƚĞƌ
^s,

ŽŵŵŽŶ^ŚĂƌĞ
Ͳ
Ͳ
Ͳ
ϮϲϮ͕ϱϬϬ͕ϬϬϬ
ϮϲϮ͕ϱϬϬ͕ϬϬϬ

ŽŵƉƌĞƐƐĞĚ
^ŚĂƌĞΛϭϬϬ͗ϭ
Ϯ͕ϳϮϴ͕ϵϭϵ
ϰ͕Ϯϳϱ͕ϯϬϲ
ϳ͕ϴϳϬ͕ϳϳϲ
Ͳ
ϭϰ͕ϴϳϱ͕ϬϬϬ

ŽŵŵŽŶ^ŚĂƌĞ
ƋƵŝǀĂůĞŶƚ
ϮϳϮ͕ϴϵϭ͕ϴϱϳ
ϰϮϳ͕ϱϯϬ͕ϱϳϲ
ϳϴϳ͕Ϭϳϳ͕ϱϲϳ
ϮϲϮ͕ϱϬϬ͕ϬϬϬ
ϭ͕ϳϱϬ͕ϬϬϬ͕ϬϬϬ

ŽŶƐŽůŝĚĂƚĞĚ
ŽŵŵŽŶ^ŚĂƌĞ
Λϲ͘ϳϱ͗ϭϭ
ϰϬ͕ϰϮϴ͕ϰϮϯ
ϲϯ͕ϯϯϳ͕ϴϲϯ
ϭϭϲ͕ϲϬϰ͕Ϭϴϰ
ϯϴ͕ϴϴϴ͕ϴϴϵ
Ϯϱϵ͕Ϯϱϵ͕Ϯϱϵ

dŽƚĂůй
KǁŶĞƌƐŚŝƉ
ϭϱ͘ϱϵй
Ϯϰ͘ϰϯй
ϰϰ͘ϵϴй
ϭϱ͘ϬϬй
ϭϬϬ͘ϬϬй

ϭ

D

E
F
G

ƐƐƵŵĞĚƉƌŝĐĞΨϱ͘ϮϭƉĞƌĐŽŵŵŽŶƐŚĂƌĞ


3UR)RUPD7UDQVDFWLRQVDQG$VVXPSWLRQV


7KHXQDXGLWHGSURIRUPDFRQVROLGDWHGVWDWHPHQWRIILQDQFLDOSRVLWLRQJLYHVHIIHFWWRWKHWUDQVDFWLRQVEHORZ
DVLIWKH\RFFXUUHGRQ-XQHDQGWKHXQDXGLWHGSURIRUPDFRQVROLGDWHGVWDWHPHQWVRIRSHUDWLRQV
JLYHHIIHFWWRWKHWUDQVDFWLRQVEHORZDVLIWKH\RFFXUUHGRQ-XQHDQG'HFHPEHU7KHSUR
IRUPDILQDQFLDOVWDWHPHQWVGRQRWUHIOHFWWUDQVDFWLRQVWKDWKDYHRFFXUUHGVXEVHTXHQWWRWKHSHULRGHQGHG
-XQH   IRU WKH LQGLYLGXDO HQWLWLHV H[FHSW ZKHUH HYHQWV DUH GLUHFWO\ DWWULEXWDEOH WR WKH SURSRVHG
%XVLQHVV&RPELQDWLRQ2WKHUVXEVHTXHQWHYHQWVWKDWFRXOGLPSDFW7,/7DUHLQ1RWH

:KLOH WKH WUDQVDFWLRQV UHSUHVHQW EXVLQHVV FRPELQDWLRQV LQ DFFRUGDQFH ZLWK ,)56  %XVLQHVV
&RPELQDWLRQVQRDGMXVWPHQWVKDYHEHHQPDGHWRUHIOHFWIDLUYDOXHVRIQHWDVVHWVDFTXLUHG7KHGLIIHUHQFH
EHWZHHQFRQVLGHUDWLRQDQGWKHFDUU\LQJYDOXHRIQHWDVVHWVKDVEHHQUHFRJQL]HGDVH[FHVVJRRGZLOODQG
LQWDQJLEOHDVVHWV

7KHVHSURIRUPDFRQVROLGDWHGILQDQFLDOVWDWHPHQWVJLYHHIIHFWWRWKHIROORZLQJWUDQVDFWLRQVDVVXPSWLRQV
DQGDGMXVWPHQWV

7KHDFTXLVLWLRQRI%DNHUDQG%ULWHVLGHE\7,/7SXUVXDQWWRWKH%DNHU0HUJHUDQGWKH%ULWHVLGH&RQWULEXWLRQ
FRQVWLWXWHVDEXVLQHVVFRPELQDWLRQIRUDFFRXQWLQJSXUSRVHVZKHUH6HD+XQWHULVLGHQWLILHGDVWKHDFTXLUHU
DQG %DNHU DQG %ULWHVLGH HDFK PHHW WKH GHILQLWLRQ RI D ³EXVLQHVV´ DV GHILQHG LQ ,)56  %XVLQHVV
&RPELQDWLRQV 7KHUHIRUH ,)56  ZDV DSSOLHG LQ DFFRXQWLQJ IRU WKH EXVLQHVV FRPELQDWLRQ RI %ULWHVLGH
%DNHUDQG6HD+XQWHU$VDUHVXOWWKHYDOXHRIFRQVLGHUDWLRQWUDQVIHUUHG FRPSUHVVHGVKDUHV
RI7,/7DWSHUVKDUH LQ H[FHVVRIWKHQHW LGHQWLILDEOHDVVHWV DFTXLUHG DQGWKH OLDELOLWLHVDVVXPHG
 PHDVXUHG DW ERRN YDOXH IRU WKH SXUSRVHV RI WKHVH SUR IRUPD ILQDQFLDO VWDWHPHQWV  ZDV
UHFRJQL]HGDVJRRGZLOODQGLQWDQJLEOHDVVHWV

7UDQVDFWLRQFRVWVUHODWHGGLUHFWO\WRWKLV%XVLQHVV&RPELQDWLRQDUHHVWLPDWHGWREH

5HYHUVDORI6HD+XQWHUUHODWHGSDUW\ORDQRI7KHEDODQFHZLOOEHIRUJLYHQFRQWHPSRUDQHRXVO\
ZLWKWKH%XVLQHVV&RPELQDWLRQDQGWKHEDODQFHZLOOEHLQFOXGHGDVDFRQWULEXWLRQWRHTXLW\

%ULWHVLGH GHPDQG QRWH UHFHLYDEOH RI  ZLOO EH FROOHFWHG SULRU WR WKH FRPSOHWLRQ RI WKH %XVLQHVV
&RPELQDWLRQ
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H  %ULWHVLGHDQG6HD+XQWHUKDGGHIHUUHGWD[DVVHWVRIDQGUHVSHFWLYHO\RQWKHLUEDODQFH
VKHHWV$VWKHUHLVXQFHUWDLQW\DVWRWKHWLPLQJRIVXIILFLHQWIXWXUHWD[DEOHSURILWVRIWKHFRPELQHGHQWLW\WR
XWLOL]HWKHGHGXFWLEOHWHPSRUDU\GLIIHUHQFHVWKHWRWDORIKDVEHHQHOLPLQDWHG&RQJUXHQWO\WKH
GLIIHUHQFH RI GHIHUUHG WD[ DVVHWV EHWZHHQ TXDUWHU RQH DQG WZR KDV EHHQ HOLPLQDWHG IURP 3UR )RUPD
&RQVROLGDWHG6WDWHPHQWRI2SHUDWLRQVIRUWKUHHPRQWKVHQGHG-XQH

I  &RQFXUUHQWO\ZLWKWKH%XVLQHVV&RPELQDWLRQ7,/7DFWLQJWKURXJK)LQFRLQWHQGVWRUDLVH86'PLOOLRQ
LQILQDQFLQJZLWK)LQFRLVVXLQJWKH6XEVFULSWLRQ5HFHLSWV7KLVDGMXVWPHQWKDVEHHQPDGHLQWKHSURIRUPD
VWDWHPHQWVQHWRIDVVXPHGILQDQFLQJIHHVRI&PLOOLRQ  SDLGWRWKH$JHQWZKLFKKDYHEHHQRIIVHW
DVWUDQVDFWLRQFRVWVDJDLQVWHTXLW\,QDGGLWLRQDVSDUWRIWKHFRPSHQVDWLRQWR$JHQWVWKH&RPSDQ\DJUHHG
WRJUDQWZDUUDQWVHTXDOWRRIWKH6XEVFULSWLRQ5HFHLSWVVROGSXUVXDQWWRWKH3URSRVHG7UDQVDFWLRQ7KH
ZDUUDQWVZLOOEHFDOFXODWHGDWRIWKHWRWDOFRPPRQVKDUHVRILVVXHGDVSDUWRIWKHILQDQFLQJ

*URVVSURFHHGV86' 
&RVWV86'


J

K

L

M
N

1HW3URFHHGV




7KHDFTXLVLWLRQRI69+E\7,/7FRQVWLWXWHVD%XVLQHVV&RPELQDWLRQIRUDFFRXQWLQJSXUSRVHVZKHUH7,/7
LVLGHQWLILHGDVWKHDFTXLUHUDQG69+PHHWVWKHGHILQLWLRQRIDµEXVLQHVV¶DVGHILQHGLQ,)56%XVLQHVV
&RPELQDWLRQV7KHUHIRUH,)56ZDVDSSOLHGLQDFFRXQWLQJIRUWKHEXVLQHVVFRPELQDWLRQ$VDUHVXOWWKH
YDOXH RI FRQVLGHUDWLRQ WUDQVIHUUHG  FRPPRQ VKDUHV RI 7,/7 DW   LQ H[FHVV RI WKH QHW
LGHQWLILDEOH DVVHWV DFTXLUHG DQG WKH OLDELOLWLHV DVVXPHG  PHDVXUHG DW ERRN YDOXH IRU WKH
SXUSRVHVRIWKHVHSURIRUPDILQDQFLDOVWDWHPHQWV ZDVUHFRJQL]HGDVJRRGZLOODQGLQWDQJLEOHDVVHWVUHODWHG
WRWKHH[SHFWHGUHFHLSWRIWKH/LFHQVHIURP+HDOWK&DQDGDLQSHUPLWWLQJ69+WRFXOWLYDWHDQGKDUYHVW
DGXOWPHGLFDOFDQQDELVDWLWV3RZHOO5LYHU)DFLOLW\

(DUQLQJV SHU VKDUH KDV EHHQ FDOFXODWHG XVLQJ WKH HQGLQJ EDODQFH RI FRPPRQ VKDUHV IRU WKH ZHLJKWHG
DYHUDJHFRPPRQVKDUHV(QGLQJEDODQFHRI7,/7FRPPRQVKDUHVLQFOXGHVFRPPRQVKDUHVLVVXHGRQ
DSSUR[LPDWHO\PLOOLRQILQDQFLQJLQ1RWH I DVZHOODVVSHFLDOVKDUHRIIHULQJWR6HD+XQWHULVVXHGRQ
DSSUR[LPDWHO\PLOOLRQLQ1RWH M 

5HYHUVDO RI LQWHUFRPSDQ\ LQYHQWRU\ DQG GHIHUUHG UHYHQXH EDODQFHV RI  DQG 
UHVSHFWLYHO\ UHFRUGHG LQ %ULWHVLGH¶V EDODQFH VKHHW DV DW -XQH   &RUUHVSRQGLQJO\ UHYHUVDO RI
LQWHUFRPSDQ\RWKHUDVVHWVRIUHFRUGHGLQ6HD+XQWHU¶VEDODQFHVKHHWDVDW-XQH7KH
EDODQFHVUHODWHWRLQWHUFRPSDQ\WUDQVDFWLRQVEHWZHHQ%ULWHVLGHDQG6HD+XQWHUWKDWDUHHOLPLQDWHGDVD
UHVXOWRIERWKSDUWLHVEHLQJSDUWRIWKHFRQVROLGDWHGJURXS

7KH&RPSDQ\LVVXHGDVSHFLDOVKDUHRIIHULQJWR6HD+XQWHUWRUDLVH0DWDQDVVXPHGSULFHRI
$VVXFKWKLVDGMXVWPHQWKDVEHHQPDGHLQWKHSURIRUPDVWDWHPHQWVDFFRUGLQJO\

$VSDUWRIWKH3URSRVHG7UDQVDFWLRQVWRFNRSWLRQVZLOOEHLVVXHGDQGFDQFHOOHGIRUFHUWDLQHPSOR\HHVRI
WKH&RPSDQ\LQRUGHUWRDFKLHYHDQRYHUDOOWDUJHW$VDUHVXOWDWRWDORIDSSUR[LPDWHO\PLOOLRQDQG
PLOOLRQVWRFNVRSWLRQVZLOOEHLVVXHGDQGFDQFHOOHGUHVSHFWLYHO\$GGLWLRQDOO\DSSUR[LPDWHO\PLOOLRQVWRFN
RSWLRQVZLOOEHLVVXHGWRDQHPSOR\HHHTXLW\SRROWREHGLVWULEXWHGDWDODWHUGDWHWRIXWXUHNH\HPSOR\HHV
RIWKH&RPSDQ\
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)RUHLJQ([FKDQJH7UDQVODWLRQ


7KHVWDWHPHQWVRIRSHUDWLRQVRI69+KDYHEHHQWUDQVODWHGIURP&$'WR86'XVLQJWKHDYHUDJHUDWH
IRUWKHWKUHHDQGVL[PRQWKVHQGHG-XO\DQG\HDUHQGHG-DQXDU\7KHVWDWHPHQWRI
ILQDQFLDOSRVLWLRQKDYHEHHQWUDQVODWHGXVLQJWKH\HDUHQGUDWHIRU-XO\


ƐĂƚ

^s,
:ƵůǇϯϭ͕ϮϬϭϴ

^s,h^
:ƵůǇϯϭ͕ϮϬϭϴ

^^d^
hZZEd
ĂƐŚΘĐĂƐŚĞƋƵŝǀĂůĞŶƚƐ
^ŚŽƌƚƚĞƌŵŝŶǀĞƐƚŵĞŶƚ
&ƵŶĚƐŝŶƚƌƵƐƚ
'^dĂŶĚŽƚŚĞƌƌĞĐĞŝǀĂďůĞƐ
ĞƉŽƐŝƚƐĂŶĚƉƌĞƉĂŝĚĞǆƉĞŶƐĞƐ
dKd>hZZEd^^d^

ϯϬϬ͕ϯϮϲ
Ϯ͕ϬϰϬ͕ϮϱϮ
ϮϬϵ͕ϬϬϬ
ϭ͕ϱϳϬ͕ϱϱϲ
Ϯϲϰ͕ϰϲϴ
ϰ͕ϯϴϰ͕ϲϬϯ

&/y^^d^
WƌŽƉĞƌƚǇΘƋƵŝƉŵĞŶƚ͕ŶĞƚ
dKd>&/y^^d^

ϭϮ͕ϳϭϯ͕Ϭϵϳ ϵ͕ϳϲϲ͕ϮϬϭ
ϭϮ͕ϳϭϯ͕Ϭϵϳ ϵ͕ϳϲϲ͕ϮϬϭ

dKd>^^d^

ϭϳ͕Ϭϵϳ͕ϳϬϬ ϭϯ͕ϭϯϰ͕ϰϱϯ

>//>/d/^
hZZEd
ĐĐŽƵŶƚƐƉĂǇĂďůĞĂŶĚĂĐĐƌƵĞĚůŝĂďŝůŝƚŝĞƐ
ƵĞƚŽƌĞůĂƚĞĚƉĂƌƚŝĞƐ
dKd>hZZEd>//>/d/^

ϭ͕Ϯϲϱ͕ϱϱϯ ϵϳϮ͕ϭϵϴ
ϭϴϵ͕ϱϯϬ ϭϰϱ͕ϱϵϳ
ϭ͕ϰϱϱ͕Ϭϴϯ ϭ͕ϭϭϳ͕ϳϵϰ

>KE'dZD>//>/d/^
dKd>>KE'dZD>//>/d/^

Ͳ

dKd>>//>/d/^

ϭ͕ϰϱϱ͕Ϭϴϯ ϭ͕ϭϭϳ͕ϳϵϰ

^,Z,K>Z^ΖYh/dz
^ŚĂƌĞƐĐĂƉŝƚĂů
^ŚĂƌĞƐƚŽďĞŝƐƐƵĞĚ
ŽŶƚƌŝďƵƚĞĚƐƵƌƉůƵƐ
ĐĐƵŵƵůĂƚĞĚĚĞĨŝĐŝƚ
dKd>>//>/d/^E^,Z,K>Z^ΖYh/dz

Ϯϳ͕Ϯϰϵ͕Ϭϱϵ
ϭϭϴ͕ϳϱϬ
ϭ͕ϳϮϲ͕ϵϭϬ
;ϭϯ͕ϰϱϮ͕ϭϬϮͿ
ϭϱ͕ϲϰϮ͕ϲϭϳ
ϭϳ͕Ϭϵϳ͕ϳϬϬ

ϮϯϬ͕ϳϭϬ
ϭ͕ϱϲϳ͕ϯϮϮ
ϭϲϬ͕ϱϱϰ
ϭ͕ϮϬϲ͕ϱϬϭ
ϮϬϯ͕ϭϲϰ
ϯ͕ϯϲϴ͕ϮϱϮ

Ͳ

ϮϬ͕ϵϯϮ͕ϳϮϳ
ϵϭ͕ϮϮϰ
ϭ͕ϯϮϲ͕ϲϭϯ
;ϭϬ͕ϯϯϯ͕ϵϬϱͿ
ϭϮ͕Ϭϭϲ͕ϲϱϴ
ϭϯ͕ϭϯϰ͕ϰϱϯ
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^s,;Ϳ
zĞĂƌͲĞŶĚĞĚ
:ĂŶϯϭ͕ϮϬϭϴ



^s,;h^Ϳ
^s,;Ϳ
^s,;h^Ϳ
^s,;Ϳ
^s,;h^Ϳ
zĞĂƌͲĞŶĚĞĚ ϯŵŽŶƚŚƐĞŶĚĞĚ ϯŵŽŶƚŚƐĞŶĚĞĚ ϲŵŽŶƚŚƐĞŶĚĞĚ ϲŵŽŶƚŚƐĞŶĚĞĚ
:ĂŶϯϭ͕ϮϬϭϴ
:ƵůǇϯϭ͕ϮϬϭϴ
:ƵůǇϯϭ͕ϮϬϭϴ
:ƵůǇϯϭ͕ϮϬϭϴ
:ƵůǇϯϭ͕ϮϬϭϴ

KWZd/E'yWE^^
^ĂůĂƌŝĞƐ
dƌĂǀĞůĂŶĚĞŶƚĞƌƚĂŝŶŵĞŶƚ
WƌŽĨĞƐƐŝŽŶĂůĨĞĞƐ
ZĞŶƚ
ĚǀĞƌƚŝƐŝŶŐ
KƉĞƌĂƚŝŶŐĞǆƉĞŶƐĞƐ
ŽŵƉƵƚĞƌĞǆƉĞŶƐĞƐ
dƌĂŝŶŝŶŐĞǆƉĞŶƐĞƐ
'ĞŶĞƌĂůΘĂĚŵŝŶŝƐƚƌĂƚŝǀĞĞǆƉĞŶƐĞ
KƚŚĞƌĞǆƉĞŶƐĞƐ
ƵƐŝŶĞƐƐĚĞǀĞůŽƉŵĞŶƚͲƐŚĂƌĞƐΘǁĂƌƌĂŶƚƐ
/ŶƐƵƌĂŶĐĞ
ĞƉƌĞĐŝĂƚŝŽŶĞǆƉĞŶƐĞ
dŽƚĂůKƉĞƌĂƚŝŶŐǆƉĞŶƐĞƐ

ϳϴϴ͕ϯϰϲ
ϭϰϰ͕ϰϳϳ
ϭ͕Ϭϳϱ͕ϳϱϳ
ϮϯϬ͕ϲϬϱ
Ͳ
ϯϮϳ͕ϵϴϭ
Ͳ
Ͳ
ϯϱϲ͕ϴϱϲ
Ͳ
ϭ͕ϲϵϮ͕ϱϭϵ
ϭϮ͕ϰϭϭ
Ϯ͕ϵϯϮ
ϰ͕ϲϯϭ͕ϴϴϰ

>K^^&ZKDKWZd/KE^

;ϰ͕ϲϯϭ͕ϴϴϰͿ ;ϯ͕ϱϴϵ͕ϮϰϳͿ ;Ϯ͕Ϭϱϭ͕ϵϰϰͿ ;ϭ͕ϱϳϯ͕ϲϯϱͿ ;ϱ͕ϯϯϴ͕ϱϱϭͿ ;ϰ͕ϭϯϴ͕ϵϳϵͿ

Kd,Z/EKD
/ŶƚĞƌĞƐƚĞǆƉĞŶƐĞ;ŝŶĐŽŵĞͿ
>ŽƐƐŽŶĚŝƐƉŽƐĂůŽĨĨŝǆĞĚĂƐƐĞƚƐͲŽŶƐƚƌƵĐƚŝŽŶ

;ϯϬ͕ϰϰϯͿ ;Ϯϯ͕ϱϵϬͿ ;ϭϴ͕ϵϲϲͿ ;ϭϰ͕ϱϰϱͿ ;ϰϵ͕ϬϴϴͿ ;ϯϴ͕ϬϱϴͿ
ϯϲϰ͕ϳϵϳ ϮϴϮ͕ϲϴϭ Ͳ
Ͳ
Ͳ
Ͳ

Ed>K^^&KZ/EKDdy
/ŶĐŽŵĞdĂǆĞŶĞĨŝƚ
Ed>K^^

;ϰ͕ϵϲϲ͕ϮϯϴͿ ;ϯ͕ϴϰϴ͕ϯϯϴͿ ;Ϯ͕ϬϯϮ͕ϵϳϴͿ ;ϭ͕ϱϱϵ͕ϬϵϬͿ ;ϱ͕Ϯϴϵ͕ϰϲϯͿ ;ϰ͕ϭϬϬ͕ϵϮϭͿ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
Ͳ
;ϰ͕ϵϲϲ͕ϮϯϴͿ ;ϯ͕ϴϰϴ͕ϯϯϴͿ ;Ϯ͕ϬϯϮ͕ϵϳϴͿ ;ϭ͕ϱϱϵ͕ϬϵϬͿ ;ϱ͕Ϯϴϵ͕ϰϲϯͿ ;ϰ͕ϭϬϬ͕ϵϮϭͿ 

ϲϭϬ͕ϴϴϵ
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-1SANTÉ 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.

-2Although 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.

-3Overview 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, purposebuilt 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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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 6HSWHPEHU , 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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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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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:
x

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.

x

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.

x

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.

x

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.

x

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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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:
x

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.

x

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.

x

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.

x

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.

x

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 $512,171 in the same period of 2017.
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Three Months
Quarter Ended July
31, 2018 (Unaudited)
($)
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):
x

Investing activities - $3,376,657 from ($6,014,139) in the same period of 2017

x

Operating activities - ($4,992,641) from ($179,019) in the same period of 2017

x

Financing activities - $125,000 from $5,788,000 in the same period of 2017

x

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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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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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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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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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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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 marketready 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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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 knowhow, 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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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
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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
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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 consumeracquisition 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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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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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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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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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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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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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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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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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.
x

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.

x

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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at July 31, 2018:
Number of
Warrants
3,000,000
12,000,000
2,993,268
17,993,268
17,993,268

Balance, January 31, 2017
Issued during the year:
Issued during the year:
Balance, January 31, 2018
Issued during the quarter:
Balance, July 31, 2018

Weighted Average
Exercise Price
$0.06
$0.12
$0.30
$0.14
$0.14

Expiry Date
January 27, 2019
October 20, 2020
December 19, 2019
-

The following table sets out the number of stock options granted as at July 31, 2018:
Number of
Options/Rights
Outstanding
7,000,000
-

Balance, January 31, 2018
Options granted during the quarter
Options vested during the quarter
Rights exercised during the quarter
Rights expired during the quarter
Balance, July 31, 2018

(1,000,000)
(1,000,000)
5,000,000

Number of
Options/Rights
Exercisable
3,250,000
1,250,000
(1,000,000)
(1,000,000)
2,500,000

Weighted Average
Exercise Price
$0.17
0.25
0.125
0.125
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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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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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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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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(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:
x

2018 Phase 1 (40,000 SF 4-storey indoor renovated facility; 10,500 SF under cultivation)

x

2019 Phase 2 (50,000 SF 2-storey indoor design-build facility; 37,500 SF under cultivation)

x

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 designbuilt 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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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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For the year ended January 31, 2018, the Company incurred:
x

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.

x

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.

x

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

x

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.

x

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)

($)

($)

($)

(4,966,238)

(2,378,259)

(8,330)

(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

Nil

Nil

Nil

Net loss
Basic and diluted net loss per share

Dividends declared per share

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):
x

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)

x

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

Salaries and wages/consulting fees
Shares issued for services and as compensation
Warrants issued for services
Total

FY2018

FY2017

($)

($)

875,979

30,000

1,041,250

960,000

581,814

-

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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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,

-9complications 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.

- 10 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 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 marketready 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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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 knowhow, or arrangements or agreements seeking to protect the same for the benefit of the Company,
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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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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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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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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 consumeracquisition 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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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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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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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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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
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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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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 shortterm 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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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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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.
x

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.

x

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.

x

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:

Balance, January 31, 2016
Issued during the year:
Balance, January 31, 2017

Number of
Warrants
3,000,000
3,000,000

Weighted Average
Exercise Price
$0.06
$0.06

Issued during the year:
Balance, January 31, 2018

14,993,268
17,993,268

$0.16
$0.14

Expiry Date
January 27, 2019
December 19, 2019,
October 20, 2020
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Balance, January 31, 2017 and 2016
Options granted during the year:
Balance, January 31, 2018

Number of
Options
Outstanding
7,000,000
7,000,000

Number of
Options
Exercisable
3,250,000
3,250,000

Weighted
Average
Exercise Price
0.17
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 nonbrokered 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)

6,510,579

135,086

101,838

121,273

64,701

23,124

Nil

Nil

Nil

Total assets
Total liabilities
Dividends declared per
share

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

Compensation

FY2017

Q3FY18

($)

($)

$960,000

$1,397,481

-8Related Party Transactions

Balance Due From (To)

FY2017

Q3FY18

($)

($)

($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 marketready 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 knowhow, 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
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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

- 16 -

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 consumeracquisition 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 shortterm 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.
x

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.

x

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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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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%DNHU ZDV RUJDQL]HG DV D OLPLWHG OLDELOLW\ FRPSDQ\ RQ 6HSWHPEHU   LQ WKH 6WDWH RI &RORUDGR DQG ZDV
VXEVHTXHQWO\LQFRUSRUDWHGXQGHUWKHQDPH%DNHU7HFKQRORJLHV,QFSXUVXDQWWRWKH*HQHUDO&RUSRUDWLRQ/DZRI
WKH6WDWHRI'HODZDUHRQ-XO\
:LWKH[SHUWLVHLQUHWDLOWHFKQRORJ\DQGFDQQDELVWKH&RPSDQ\KHOSVFDQQDELVGLVSHQVDULHVGULYHUHYHQXHDQGEXLOG
UHODWLRQVKLSV ZLWK WKHLU FXVWRPHUV WKURXJK D FDQQDELVVSHFLILF &XVWRPHU 5HODWLRQVKLS 0DQDJHPHQW &50 
SODWIRUPIHDWXULQJRQOLQHRUGHULQJFXVWRPHUOR\DOW\FXVWRPHUPHVVDJLQJDQGDQDO\WLFV:LWKRYHULQWHJUDWLRQV
DQGJURZLQJWKH&RPSDQ\LVFUHDWLQJDVHDPOHVVWHFKHFRV\VWHPZKHUHGLVSHQVDULHVFDQHDVLO\WUDQVLWLRQEHWZHHQ
DQFLOODU\VHUYLFHV7KH&RPSDQ\ V&50SODWIRUPLVSRZHUHGE\WKH&RPSDQ\ VRZQSURSULHWDU\LQWHOOHFWXDOSURSHUW\
ZKLFKZDVEXLOWIURPWKHJURXQGXSE\RQHRIWKH&RPSDQ\ VFRIRXQGHUVZLWKRYHU\HDUVRIVRIWZDUHHQJLQHHU
H[SHULHQFHDQGFRQWLQXHVWRJURZLQDZD\WKDWLVRQO\SRVVLEOHGXHWRWKH&RPSDQ\ VFRQVWDQWO\H[SDQGLQJWHDPRI
H[SHULHQFHGVRIWZDUHHQJLQHHUVDQGSURGXFWH[SHUWV

%DNHU KDV EHFRPH D EUDQG NQRZQ IRU UHOLDEOH VFDODEOH WHFKQRORJ\ ZLWK FXWWLQJHGJH IHDWXUHV DQG EHVWLQFODVV
FXVWRPHUVXFFHVVVHUYLFHV$VWKHLQGXVWU\OHDGLQJVRIWZDUHDVDVHUYLFHSODWIRUP%DNHULVWKHWUXVWHGVROXWLRQIRU
RYHUFDQQDELVGLVSHQVDU\OLFHQVHV !PDUNHWVKDUH DFURVVWKH8QLWHG6WDWHV

7KH&RPSDQ\ VJRDOLVWRJLYHWKHFDQQDELVLQGXVWU\WKHPRVWLQWXLWLYHWHFKQRORJ\WRKHOSFDQQDELVUHWDLOHUVUXQPRUH
VXFFHVVIXO EXVLQHVVHV %DNHU EHOLHYHV WKDW WKH FDQQDELV VKRSSLQJ H[SHULHQFH VKRXOG EH DV FRPIRUWDEOH DQG
SHUVRQDOL]HGDVLWLVLQHYHU\RWKHUUHWDLOHQYLURQPHQW%\SURYLGLQJDQLQWHJUDWHGDQGHDV\WRXVHWHFKQRORJ\SODWIRUP
%DNHULVKHOSLQJSURSHOWKHFDQQDELVLQGXVWU\IRUZDUG

2XU3HUIRUPDQFH
2XUUHFHQWVXFFHVVLQDFKLHYLQJPDUNHWVDWXUDWLRQLQ8QLWHG6WDWHVPDUNHWVDVRI-XQHLVDWWULEXWDEOH
WRRXUDJJUHVVLYHPDUNHWH[SDQVLRQVWUDWHJ\ZKLFKKDVEHHQDNH\GULYHURIRXUUHYHQXHJURZWK:HKDYHLGHQWLILHG
DGGLWLRQDOKLJKSRWHQWLDOPDUNHWVLQZKLFKZHSODQWRFRQWLQXHWRH[HFXWHRXUH[SDQVLRQVWUDWHJ\:HH[SHFWODERU
DQGJURZWKUHODWHGFRVWVDVZHOODVPDUNHWLQJDQGVHOOLQJH[SHQVHVUHTXLUHGWRVXSSRUWWKHVHLQLWLDWLYHVZLOOFRQWLQXH
WRJURZLQSURSRUWLRQWRUHYHQXHJURZWK
/LFHQVHFRXQWDVRI-XQHZDVDQLQFUHDVHRIRUFRPSDUHGWRDOLFHQVHFRXQWRIDVRI
-XQH7KHLQFUHDVHLQOLFHQVHFRXQWZDVSULPDULO\GXHWRH[SDQVLRQRIRXUSURGXFWRIIHULQJVDQGRSHQLQJRI
QHZOHJDOFDQQDELVPDUNHWVDFURVVWKH8QLWHG6WDWHVZKLFKSURYLGHGJUHDWHURSSRUWXQLW\IRUVDOHV
$W-XQHWKH&RPSDQ\KDGDVVHWVRIPLOOLRQDQGVKDUHKROGHUV HTXLW\RIPLOOLRQ7KLVFRPSDUHV
ZLWKDVVHWVRIPLOOLRQDQGVKDUHKROGHUV HTXLW\RIPLOOLRQDW'HFHPEHU$W-XQHWKH
&RPSDQ\KDGPLOOLRQRIFXUUHQWOLDELOLWLHVFRPSDUHGWRPLOOLRQRIFXUUHQWOLDELOLWLHVDW'HFHPEHU

$W-XQHWKH&RPSDQ\KDGDZRUNLQJFDSLWDORIPLOOLRQFRPSDUHGWRDZRUNLQJFDSLWDORI
PLOOLRQDW'HFHPEHU7KH&RPSDQ\KDGFDVKRIPLOOLRQDW-XQHFRPSDUHGWRPLOOLRQ
DW'HFHPEHUDGHFUHDVHRIPLOOLRQSULPDULO\GXHWRDQHWORVVRIPLOOLRQ7KH&RPSDQ\
EHOLHYHVWKDWDGGLWLRQDOILQDQFLQJZLOOEHUHTXLUHGWRIXQGLWVRSHUDWLQJH[SHQVHVDVLWVHDUFKHVIRUVXLWDEOHDVVHWVRU
EXVLQHVVHVWRPHUJHZLWKRUDFTXLUHDQGRUWRSXUVXHDWUDQVDFWLRQLIDQDSSURSULDWHPHUJHURUDFTXLVLWLRQRSSRUWXQLW\
LVLGHQWLILHG6HHLiquidity and Capital Resources
7UHQGV
0DQDJHPHQWUHJXODUO\PRQLWRUVHFRQRPLFFRQGLWLRQVDQGHVWLPDWHVWKHLULPSDFWRQWKH&RPSDQ\ VRSHUDWLRQVDQG
LQFRUSRUDWHVWKHVHHVWLPDWHVLQERWKVKRUWWHUPRSHUDWLQJDQGORQJHUWHUPVWUDWHJLFGHFLVLRQV$SDUWIURPWKHVHDQG
WKHULVNIDFWRUVQRWHGXQGHUWKHKHDGLQJRisks and UncertaintiesPDQDJHPHQWLVQRWDZDUHRIDQ\RWKHUWUHQGV
FRPPLWPHQWVHYHQWVRUXQFHUWDLQWLHVWKDWZRXOGKDYHDPDWHULDOHIIHFWRQWKH&RPSDQ\ VEXVLQHVVILQDQFLDOFRQGLWLRQ
RUUHVXOWVRIRSHUDWLRQV




&RPSRQHQWVRI5HVXOWVRI2SHUDWLRQV
Revenue
:HGHULYHRXUUHYHQXHIURPVRIWZDUHDVDVHUYLFHFRQWUDFWVFRQWDLQLQJPXOWLSOHGHOLYHUDEOHVLQFOXGLQJOLFHQVHIHHV
DQGXVDJHW\SHIHHV)RUWKHWKUHHPRQWKVHQGHG-XQHDSSUR[LPDWHO\SHUFHQWRIRXUUHYHQXHZDVJHQHUDWHG
IURP VDOHV LQ &RORUDGR DSSUR[LPDWHO\  SHUFHQW RI RXU UHYHQXH ZDV JHQHUDWHG IURP VDOHV LQ &DOLIRUQLD DQG
DSSUR[LPDWHO\  SHUFHQW RI RXU UHYHQXH ZDV JHQHUDWHG IURP VDOHV LQ :DVKLQJWRQ ZLWK WKH UHPDLQLQJ VDOHV VSOLW
EHWZHHQVWDWHVDQGWHUULWRULHV5HYHQXHIURPOLFHQVHIHHVQHWRIGLVFRXQWVDUHUHFRJQL]HGUDWDEO\RYHUWKHSHULRG
WKH FXVWRPHU H[SHFWV WR DFFHVV WKH XQGHUO\LQJ LQWHOOHFWXDO SURSHUW\ LQFOXGLQJ DQWLFLSDWHG UHQHZDO SHULRGV 7KH
&RPSDQ\KDVHVWLPDWHGWKLVSHULRGWREHWKUHH\HDUV5HYHQXHIURPXVDJHW\SHIHHVLVUHFRJQL]HGZKHQWKHFXVWRPHU
REWDLQVFRQWURORIWKHXQGHUO\LQJDVVHWDQGDVVXPHVWKHULVNVDQGUHZDUGVRIRZQHUVKLS
Selling, General and Administrative Expenses ("SG&A")
6* $H[SHQVHVFRQVLVWRIVHOOLQJFRVWVWRREWDLQDQGVXSSRUWRXUFXVWRPHUUHODWLRQVKLSV,WDOVRLQFOXGHVDVLJQLILFDQW
LQYHVWPHQWLQPDUNHWLQJDFWLYLWLHVDQGWKHFRUSRUDWHLQIUDVWUXFWXUHUHTXLUHGWRVXSSRUWRXURQJRLQJEXVLQHVV
6HOOLQJFRVWVJHQHUDOO\FRUUHODWHWRUHYHQXHLQFOXGLQJFRVWVGLUHFWO\DWWULEXWDEOHWROLFHQVHIHHVDQGXVDJHW\SHIHHV
$VDSHUFHQWDJHRIVDOHVZHH[SHFWVHOOLQJFRVWVWRLQFUHDVHDVRXUEXVLQHVVFRQWLQXHVWRJURZ7KHLQFUHDVHLVH[SHFWHG
WREHGULYHQSULPDULO\E\WKHFRQWLQXHGJURZWKRIRXUPDUNHWVKDUH
*HQHUDODQGDGPLQLVWUDWLYHH[SHQVHVUHSUHVHQWFRVWVLQFXUUHGLQRXUFRUSRUDWHRIILFHVSULPDULO\UHODWHGWRSHUVRQQHO
FRVWVLQFOXGLQJVDODULHVEHQHILWVVWRFNEDVHGFRPSHQVDWLRQDQGRWKHUSURIHVVLRQDOVHUYLFHFRVWVLQFOXGLQJOHJDODQG
DFFRXQWLQJ:HH[SHFWWRFRQWLQXHWRLQYHVWFRQVLGHUDEO\LQWKLVDUHDWRVXSSRUWRXUDJJUHVVLYHPDUNHWVKDUHSODQVDQG
WRVXSSRUWWKHLQFUHDVLQJFRPSOH[LW\RIWKHFDQQDELVEXVLQHVV)XUWKHUPRUHZHH[SHFWWRFRQWLQXHWRLQFXUDFTXLVLWLRQ
DQGWUDQVDFWLRQFRVWVUHODWHGWRRXUH[SDQVLRQSODQVDVZHOODVVWRFNFRPSHQVDWLRQH[SHQVHVUHODWHGWRUHFUXLWLQJDQG
KLULQJWDOHQW
Income Taxes
:HDUHVXEMHFWWRLQFRPHWD[HVLQWKHMXULVGLFWLRQVLQZKLFKZHRSHUDWHDQGFRQVHTXHQWO\LQFRPHWD[H[SHQVHLVD
IXQFWLRQRIWKHDOORFDWLRQRIWD[DEOHLQFRPHE\MXULVGLFWLRQDQGWKHYDULRXVDFWLYLWLHVWKDWLPSDFWWKHWLPLQJRIWD[DEOH
HYHQWV
6(/(&7('),1$1&,$/,1)250$7,21
7KH IROORZLQJ WDEOH VHWV IRUWK VHOHFWHG ILQDQFLDO LQIRUPDWLRQ IRU WKH SHULRGV LQGLFDWHG WKDW ZDV GHULYHG IURP RXU
XQDXGLWHGILQDQFLDOVWDWHPHQWVDQGWKHUHVSHFWLYHDFFRPSDQ\LQJQRWHVSUHSDUHGLQDFFRUGDQFHZLWK,)567KHVHOHFWHG
ILQDQFLDOLQIRUPDWLRQVHWRXWEHORZPD\QRWEHLQGLFDWLYHRI%DNHU VIXWXUHSHUIRUPDQFH
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FRPSDULVRQSXUSRVHV
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7KUHH0RQWKV(QGHG-XQHYV7KUHH0RQWKV(QGHG-XQH
Revenue
5HYHQXHIRUWKHWKUHHPRQWKVHQGHG-XQHZDVDQLQFUHDVHRIRUFRPSDUHGWR
UHYHQXHRIIRUWKHWKUHHPRQWKVHQGHG-XQH7KHLQFUHDVHLQUHYHQXHZDVGULYHQE\DQLQFUHDVHLQ
OLFHQVHVXQGHUFRQWUDFWZKLFKZDVGULYHQE\RXUVWUDWHJ\IRUPDUNHWVKDUHGRPLQDQFH6HHBusiness Overview
7KH&RPSDQ\H[SHFWVWRSURJUHVVLYHO\LQFUHDVHLWVUHYHQXHVRYHUWKHQH[WPRQWKVIURPDQLQFUHDVLQJQXPEHURI
FXVWRPHUVVXEVFULELQJWRLWV&50SODWIRUPDQGQHZOHJDOFDQQDELVPDUNHWVRSHQLQJLQWKH8QLWHG6WDWHV
Total Expenses
7RWDOH[SHQVHVIRUWKHWKUHHPRQWKVHQGHG-XQHZHUHPLOOLRQDQLQFUHDVHRIPLOOLRQRU
FRPSDUHGWRWRWDOH[SHQVHVRIPLOOLRQIRUWKHWKUHHPRQWKVHQGHG-XQHZKLFKUHSUHVHQWVRI
UHYHQXHIRUWKHWKUHHPRQWKVHQGHG-XQHFRPSDUHGWRRIUHYHQXHIRUWKHWKUHHPRQWKVHQGHG-XQH
 7KH LQFUHDVH LQ WRWDO H[SHQVHV ZDV DWWULEXWDEOH WR DQ LQFUHDVH LQ WKH QXPEHU RI OLFHQVHV DQG DQ LQFUHDVH LQ
KHDGFRXQWDQGRSHUDWLQJFRVWV:HLQFUHDVHGRXUKHDGFRXQWE\HPSOR\HHVRUIURP-XQHWR-XQH
WRVXSSRUWRXURYHUDOOJURZWKVWUDWHJ\6HHBusiness Overview




7KH&RPSDQ\H[SHFWVWRSURJUHVVLYHO\LQFUHDVHLWVH[SHQVHVRYHUWKHQH[WPRQWKVDVQHHGHGIRUSXUSRVHVRIKLULQJ
DGGLWLRQDOHPSOR\HHVWRPDLQWDLQJURZWKLQPDUNHWVKDUHDVZHOODVWKHUHODWHGH[SHQVHVZLWKDQLQFUHDVHGQXPEHURI
OLFHQVHV
Provision for Income Taxes
7KHSURYLVLRQIRULQFRPHWD[IRUWKHWKUHHPRQWKVHQGHG-XQHZDVFRPSDUHGWRDSURYLVLRQIRU
LQFRPHWD[UHFRYHU\RIIRUWKHWKUHHPRQWKVHQGHG-XQH)RUWKHWKUHHPRQWKVHQGHG-XQH
WKHHIIHFWLYHWD[UDWHZDVDERXWDQGYDULHGIURPWKHVWDWXWRU\WD[UDWHRI6HHBusiness Overview
Net Loss
1HWORVVIRUWKHWKUHHPRQWKVHQGHG-XQHZDVPLOOLRQDQLQFUHDVHGORVVRIPLOOLRQRU
FRPSDUHGWRDQHWORVVRIIRUWKHWKUHHPRQWKVHQGHG-XQH7KHLQFUHDVHLQQHWORVVZDVGULYHQE\
WKHIDFWRUVGHVFULEHGDERYHXQGHUTotal Expenses
6L[0RQWKV(QGHG-XQHYV6L[0RQWKV(QGHG-XQH
Revenue
5HYHQXHIRUWKHVL[PRQWKVHQGHG-XQHZDVPLOOLRQDQLQFUHDVHRIPLOOLRQRUFRPSDUHG
WRUHYHQXHRIIRUWKHVL[PRQWKVHQGHG-XQH7KHLQFUHDVHLQUHYHQXHZDVGULYHQE\DQLQFUHDVHLQ
OLFHQVHVXQGHUFRQWUDFWZKLFKZDVGULYHQE\RXUVWUDWHJ\IRUPDUNHWVKDUHGRPLQDQFH6HHBusiness Overview
7KH&RPSDQ\H[SHFWVWRSURJUHVVLYHO\LQFUHDVHLWVUHYHQXHVRYHUWKHQH[WPRQWKVIURPDQLQFUHDVLQJQXPEHURI
FXVWRPHUVVXEVFULELQJWRLWV&50SODWIRUPDQGQHZOHJDOFDQQDELVPDUNHWVRSHQLQJLQWKH8QLWHG6WDWHV
Total Expenses
7RWDOH[SHQVHVIRUWKHVL[PRQWKVHQGHG-XQHZHUHPLOOLRQDQLQFUHDVHRIPLOOLRQRU
FRPSDUHG WR WRWDO H[SHQVHVRI  PLOOLRQIRU WKH VL[ PRQWKV HQGHG -XQH ZKLFK UHSUHVHQWVRI
UHYHQXHIRUWKHVL[PRQWKVHQGHG-XQHFRPSDUHGWRRIUHYHQXHIRUWKHVL[PRQWKVHQGHG-XQH
7KHLQFUHDVHLQWRWDOH[SHQVHVZDVDWWULEXWDEOHWRDQLQFUHDVHLQWKHQXPEHURIOLFHQVHVDQGDQLQFUHDVHLQKHDGFRXQW
DQGRSHUDWLQJFRVWV:HLQFUHDVHGRXUKHDGFRXQWE\HPSOR\HHVRUIURP-XQHWR-XQHWR
VXSSRUWRXURYHUDOOJURZWKVWUDWHJ\6HHBusiness Overview
7KH&RPSDQ\H[SHFWVWRSURJUHVVLYHO\LQFUHDVHLWVH[SHQVHVRYHUWKHQH[WPRQWKVDVQHHGHGIRUSXUSRVHVRIKLULQJ
DGGLWLRQDOHPSOR\HHVWRPDLQWDLQJURZWKLQPDUNHWVKDUHDVZHOODVWKHUHODWHGH[SHQVHVZLWKDQLQFUHDVHGQXPEHURI
OLFHQVHV
Provision for Income Taxes
7KHSURYLVLRQIRULQFRPHWD[IRUWKHVL[PRQWKVHQGHG-XQHZDVFRPSDUHGWRDSURYLVLRQIRULQFRPH
WD[UHFRYHU\RIIRUWKHVL[PRQWKVHQGHG-XQH)RUWKHVL[PRQWKVHQGHG-XQHWKHHIIHFWLYH
WD[UDWHZDVDERXWDQGYDULHGIURPWKHVWDWXWRU\WD[UDWHRI6HHBusiness Overview
Net Loss
1HWORVVIRUWKHVL[PRQWKVHQGHG-XQHZDVPLOOLRQDQLQFUHDVHGORVVRIPLOOLRQRU
FRPSDUHGWRDQHWORVVRIPLOOLRQIRUWKHVL[PRQWKVHQGHG-XQH7KHLQFUHDVHLQQHWORVVZDVGULYHQ
E\WKHIDFWRUVGHVFULEHGDERYHXQGHUTotal Expenses







6800$5<2)48$57(5/<5(68/76
7KH EHORZ WDEOH KLJKOLJKWV VHOHFWHG ILQDQFLDO LQIRUPDWLRQ IRU HDFK RI WKH HLJKW PRVW UHFHQW TXDUWHUV WKDW LQ
PDQDJHPHQW VRSLQLRQKDYHEHHQSUHSDUHGRQDEDVLVFRQVLVWHQWZLWKWKHDFFRXQWLQJSROLFLHVVWDWHGLQWKHDXGLWHG
ILQDQFLDO VWDWHPHQWV IRU WKH \HDU HQGHG 'HFHPEHU   7KH ILQDQFLDO LQIRUPDWLRQ SUHVHQWHG UHIOHFWV DOO
DGMXVWPHQWV ZKLFK DUH LQ WKH RSLQLRQ RI PDQDJHPHQW QHFHVVDU\ IRU D IDLU SUHVHQWDWLRQ RI UHVXOWV IRU WKH LQWHULP
SHULRGV
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IRUIRUZDUGVWRFNVSOLWRQ $IIHFWHGVKDUHFODVVHV&RPPRQ6HHG3UHIHUUHG 3ULRUSHULRGVDUHDGMXVWHGIRUFRPSDULVRQSXUSRVHV
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2YHUYLHZ
7KH&RPSDQ\ VREMHFWLYHVZKHQPDQDJLQJFDSLWDOLVWRHQVXUHLWKDVWKHDSSURSULDWHFDSLWDOVWUXFWXUHWRH[HFXWHLWV
VWUDWHJLFEXVLQHVVSODQZKLOHQRWFUHDWLQJULVNWRLWVDELOLW\WRRSHUDWHDVDJRLQJFRQFHUQ7KH&RPSDQ\ VOLTXLGLW\
QHHGVLQWKHVKRUWWHUPDQGORQJWHUPFDQEHVRXUFHGPXOWLSOHZD\VLQFOXGLQJIXQGVIURPRSHUDWLRQVDYDLODEOHFDVK
EDODQFHVQHZGHEWLQVWUXPHQWVDQGHTXLW\LVVXDQFHV
/LTXLGLW\
7KHWDEOHEHORZVHWVRXWWKHFDVKVKRUWWHUPLQYHVWPHQWVORQJWHUPGHEWDQGZRUNLQJFDSLWDODVDW-XQHDQG
'HFHPEHU
-XQH

'HFHPEHU

&DVK FDVKHTXLYDOHQWV





5HVWULFWHGVKRUWWHUPLQYHVWPHQWV





/RQJWHUPGHEW





:RUNLQJFDSLWDO





:RUNLQJFDSLWDOUDWLR

 

 


7KH &RPSDQ\ V OLTXLG DVVHWV DV DW -XQH   DQG 'HFHPEHU   ZHUH FDVK DQG FDVK HTXLYDOHQWV 7KH
&RPSDQ\ VOHYHORIOLTXLGDVVHWVLVUHOHYDQWWRPHHWWKHFXUUHQWRSHUDWLQJQHHGVRIWKH&RPSDQ\
$VDW-XQHWKH&RPSDQ\KDGFDVKDQGFDVKHTXLYDOHQWVDYDLODEOHRI PLOOLRQGRZQIURP
PLOOLRQDVDW'HFHPEHU7KHGHFUHDVHVLQFH'HFHPEHUZDVSULPDULO\GXHWRWKHILQDQFLQJRIWKHQHW
ORVVRIPLOOLRQ:KLOHWKH&RPSDQ\KDVLQFXUUHGFDVKORVVHVWRGDWHPDQDJHPHQWDQWLFLSDWHVHYHQWXDOFDVK




SURILWDELOLW\RIWKHEXVLQHVVWKRXJKWKHUHFDQEHQRDVVXUDQFHWKDWWKH&RPSDQ\ZLOOEHDEOHWRJHQHUDWHVXIILFLHQW
SRVLWLYHFDVKIORZWRUHDFKVXVWDLQHGSURILWDELOLW\
7KH&RPSDQ\PRQLWRUVLWVOHYHORIZRUNLQJFDSLWDODQGZRUNLQJFDSLWDOUDWLRLQRUGHUWRDVVHVVWKHDELOLW\WRFRQWLQXH
WRIXQGRSHUDWLQJFRVWV7KHOHYHORIZRUNLQJFDSLWDODQGZRUNLQJFDSLWDOUDWLRKDYHGHFUHDVHGIURP'HFHPEHU
 DV FRPSDUHG WR -XQH   IURP  PLOOLRQ DQG  UHVSHFWLYHO\ WR  PLOOLRQ DQG 
UHVSHFWLYHO\7KHGHFUHDVHLQWKHZRUNLQJFDSLWDOLVSULPDULO\GULYHQE\DQHWORVVRIPLOOLRQ
7KH&RPSDQ\KDVQROHDVHFRPPLWPHQWVSXUFKDVHFRPPLWPHQWVRURWKHUOLDELOLWLHVEH\RQGWKRVHWKDWDUHVKRZQRQ
LWVEDODQFHVKHHWDW-XQH
&DSLWDO5HVRXUFHV
7KH&RPSDQ\ VDXWKRUL]HGVKDUHFDSLWDODVRI-XQHFRQVLVWVRIVKDUHVRIFRPPRQVWRFN
VKDUHVRI6HULHV6HHGSUHIHUUHGVWRFNDQGVKDUHVRI6HULHV$SUHIHUUHGVWRFNRIZKLFKVKDUHVRI
FRPPRQVWRFNVKDUHVRI6HULHV6HHGSUHIHUUHGVWRFNDQGVKDUHVRI6HULHV$SUHIHUUHGVWRFNZHUH
LVVXHGDQGRXWVWDQGLQJDVDW-XQH$VDW'HFHPEHUVKDUHVRIFRPPRQVWRFN
VKDUHVRI6HULHV6HHGSUHIHUUHGVWRFNDQGVKDUHVRI6HULHV$SUHIHUUHGVWRFNZHUHLVVXHGDQGRXWVWDQGLQJ

'XULQJWKHVL[PRQWKVHQGHG-XQHWKH&RPSDQ\LVVXHGVKDUHVRIFRPPRQVWRFNXSRQWKHH[HUFLVH
RIVWRFNRSWLRQVIRUSURFHHGVRIDSSUR[LPDWHO\

$VDW-XQHVWRFNRSWLRQVZHUHRXWVWDQGLQJXQGHUWKH&RPSDQ\ V(TXLW\,QFHQWLYH3ODQ

,Q-XQHWKH&RPSDQ\H[HFXWHGDQXQVHFXUHGORDQDJUHHPHQWSURYLGLQJIRUPD[LPXPDGYDQFHVRI
IURPDJURXSRILQYHVWRUV7KHORDQEHDUVLQWHUHVWDWDIL[HGUDWHRIZLWKDOOERUURZLQJVDQGXQSDLGLQWHUHVWGXH
6HSWHPEHU7KHORDQLQFOXGHVHTXLW\FRQYHUVLRQULJKWVPDQGDWRULO\UHGHHPDEOHRUDWWKHRSWLRQRIWKHGHEW
KROGHUGHSHQGHQWXSRQWKHRFFXUUHQFHDQGWLPLQJRIXQFHUWDLQGHILQHGIXWXUHHYHQWV7KHUHZHUHQRERUURZLQJVRQ
WKLVOLQHRIFUHGLWDW-XQH

&DVK)ORZV
7KHFKDUWEHORZKLJKOLJKWVWKH&RPSDQ\ VFDVKIORZVGXULQJWKHVL[PRQWKVHQGHG-XQHDQG
1HWFDVKSURYLGHGE\ XVHGLQ

-XQH

-XQH
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&DVKDQGFDVKHTXLYDOHQWVHQGRISHULRG






Cash Used in Operating Activities
1HWFDVKXVHGLQRSHUDWLQJDFWLYLWLHVZDVPLOOLRQIRUWKHVL[PRQWKVHQGHG-XQHDQLQFUHDVHRI
PLOOLRQRUFRPSDUHGWRPLOOLRQIRUWKHVL[PRQWKVHQGHG-XQH7KHLQFUHDVHLQQHWFDVKXVHG
LQRSHUDWLQJDFWLYLWLHVZDVSULPDULO\GXHWRDQLQFUHDVHLQQHWORVVRIPLOOLRQ




Cash Flow from Investing Activities
1HWFDVKXVHGLQLQYHVWLQJDFWLYLWLHVZDVIRUWKHVL[PRQWKVHQGHG-XQHDQLQFUHDVHRI
RUFRPSDUHGWRIRUWKHVL[PRQWKVHQGHG-XQH7KHLQFUHDVHLQQHWFDVKXVHGLQLQYHVWLQJ
DFWLYLWLHVZDVGXHWRDQLQFUHDVHLQSXUFKDVHVRISURSHUW\DQGHTXLSPHQW
Cash Flow from Financing Activities
1HWFDVKSURYLGHGLQILQDQFLQJDFWLYLWLHVZDVPLOOLRQIRUWKHVL[PRQWKVHQGHG-XQHDQLQFUHDVHRI
PLOOLRQRUFRPSDUHGWR  IRUWKHVL[PRQWKVHQGHG-XQH7KHLQFUHDVHLQQHWFDVK
SURYLGHGE\ILQDQFLQJDFWLYLWLHVZDVSULPDULO\GXHWRFDSLWDOFRQWULEXWLRQV
&2175$&78$/2%/,*$7,216
,Q 2FWREHU  WKH &RPSDQ\ H[HFXWHG DQ RSHUDWLQJ OHDVH ZLWK PRQWKO\ SD\PHQWV HVFDODWLQJ IURP  WR
IRURIILFHVSDFHLQ'HQYHU&RORUDGRFRPPHQFLQJLQ'HFHPEHUDQGH[SLULQJLQ1RYHPEHU
7KH&RPSDQ\ VUHQWH[SHQVHIRUWKHWKUHHPRQWKVHQGHG-XQHZDV
0LQLPXPDQQXDORSHUDWLQJOHDVHSD\PHQWVVXEVHTXHQWWR-XQHDUHDVIROORZV

7ZHOYH0RQWKV(QGLQJ-XQH

6FKHGXOHG3D\PHQWV







 

7RWDO)XWXUH0LQLPXP/HDVH3D\PHQWV




,QDGGLWLRQWRWKHOHDVHFRPPLWPHQWVDVRI-XQHDQGLQWKHQRUPDOFRXUVHRIEXVLQHVVWKH&RPSDQ\KDVWKH
IROORZLQJFRQWUDFWXDOREOLJDWLRQV

<HDU
$FFRXQWV3D\DEOHDQG$FFUXHG/LDELOLWLHV



WR<HDUV

WR<HDUV





7RWDO



2))%$/$1&(6+((7$55$1*(0(176$1'352326('75$16$&7,216
$V DW -XQH   WKH &RPSDQ\ KDV QR PDWHULDO XQGLVFORVHG RIIEDODQFH VKHHW DUUDQJHPHQWV RU SURSRVHG
WUDQVDFWLRQV WKDW KDYH RU DUH UHDVRQDEO\ OLNHO\ WR KDYH D FXUUHQW RU IXWXUH HIIHFW RQ LWV ILQDQFLDO SHUIRUPDQFH RU
ILQDQFLDOFRQGLWLRQLQFOXGLQJUHYHQXHVH[SHQVHVOLTXLGLW\FDSLWDOH[SHQGLWXUHVRUFDSLWDOUHVRXUFHVWKDWDUHPDWHULDO
WRLQYHVWRUV




5(/$7('3$57<75$16$&7,216
7KH&RPSDQ\KDVUHYHQXHVIURPWZRPLQRULW\VWRFNKROGHUVRIWKH&RPSDQ\7KH&RPSDQ\UHFRJQL]HGUHYHQXHVRI
DSSUR[LPDWHO\  DQG  IURP WKHVH VWRFNKROGHUV IRU WKH VL[ PRQWKV HQGHG -XQH   DQG 
UHVSHFWLYHO\7KH&RPSDQ\DOVRKDGRXWVWDQGLQJDFFRXQWVUHFHLYDEOHIURPWKHVHVDPHVWRFNKROGHUVRIDSSUR[LPDWHO\
DQGDVRI-XQHDQG'HFHPEHUUHVSHFWLYHO\7KH&RPSDQ\KDVDQDPRXQWGXHIURPD
VWRFNKROGHU DQG H[HFXWLYH RIILFHU RI  DW -XQH   WKDW LV XQVHFXUHG QRQLQWHUHVW EHDULQJ DQG GXH RQ
GHPDQG
68%6(48(17(9(176
'XULQJ WKH SHULRG VXEVHTXHQW WR -XQH   DSSUR[LPDWHO\  VWRFN RSWLRQV ZHUH H[HUFLVHG E\ WKUHH
VKDUHKROGHUVDQGH[HFXWLYHRIILFHUVRIWKH&RPSDQ\DWSHUVKDUHSULPDULO\WKURXJKSURPLVVRU\QRWHVZLWKWKH
&RPSDQ\7KHSURPLVVRU\QRWHVEHDULQWHUHVWDWDIL[HGUDWHRISD\DEOHLQIXOOXSRQWKHHDUOLHURIWKHWHQWK
DQQLYHUVDU\GDWHRIWKHQRWHRURQH\HDUIURPWKHVDOHFRQYH\DQFHDVVLJQPHQWRURWKHUWUDQVIHURIVXFKVKDUHVWR
DQRWKHUSDUW\,QDGGLWLRQDSSUR[LPDWHO\VWRFNRSWLRQVIRUIHLWHGRUH[SLUHGZLWKH[HUFLVHSULFHVUDQJLQJIURP
WRSHUVKDUH
2Q-XO\WKH&RPSDQ\H[HFXWHGDEXVLQHVVFRPELQDWLRQDJUHHPHQWZLWK%ULWHVLGH+ROGLQJV//&6HD+XQWHU
7KHUDSHXWLFV //& 6DQWp 9HULWDV +ROGLQJV ,QF DQG  %& /WG )ROORZLQJ FRPSOHWLRQ RI WKH EXVLQHVV
FRPELQDWLRQWKHFRPELQHGFRPSDQ\ZLOORSHUDWHXQGHUWKHQDPH7,/7+ROGLQJV,QF 7,/7 DQGLWLVH[SHFWHG
WKDWIRUPHUVWRFNKROGHUVRIWKH&RPSDQ\ZLOORZQDSSUR[LPDWHO\RI7,/7
28767$1',1*6+$5('$7$

$VDW-XQHWKH&RPSDQ\KDGWKHIROORZLQJVHFXULWLHVRXWVWDQGLQJ L VKDUHVRIFRPPRQVWRFN
LL VKDUHVRI6HULHV6HHGSUHIHUUHGVWRFN LLL VKDUHVRI6HULHV$SUHIHUUHGVWRFNDQG
VWRFNRSWLRQVWRSXUFKDVHVKDUHVRIFRPPRQVWRFNRIWKH&RPSDQ\DWDZHLJKWHGDYHUDJHH[HUFLVHSULFHRISHU
RSWLRQ

$VDW$XJXVWWKHHIIHFWLYHGDWHRIWKLV0' $WKH&RPSDQ\KDGWKHIROORZLQJVHFXULWLHVRXWVWDQGLQJ L 
VKDUHVRIFRPPRQVWRFN LL VKDUHVRI6HULHV6HHGSUHIHUUHGVWRFN LLL VKDUHVRI
6HULHV$SUHIHUUHGVWRFNDQG LY VWRFNRSWLRQVWRSXUFKDVHVKDUHVRIFRPPRQVWRFNRIWKH&RPSDQ\DWD
ZHLJKWHGDYHUDJHH[HUFLVHSULFHRISHURSWLRQ
$&&2817,1*0$77(56
&ULWLFDO$FFRXQWLQJ(VWLPDWHV
7KH SUHSDUDWLRQ RI WKH &RPSDQ\ V ILQDQFLDO VWDWHPHQWV LQ FRQIRUPLW\ ZLWK ,)56 UHTXLUHV PDQDJHPHQW WR DSSO\
HVWLPDWHV DQG DVVXPSWLRQV WKDW DIIHFW WKH UHSRUWHG DPRXQW RI DVVHWV OLDELOLWLHV UHYHQXHV DQG H[SHQVHV DV ZHOO DV
FHUWDLQGLVFORVXUHVZLWKLQWKHILQDQFLDOVWDWHPHQWV,WDOVRUHTXLUHVPDQDJHPHQWWRH[HUFLVHMXGJHPHQWLQDSSO\LQJWKH
&RPSDQ\ VDFFRXQWLQJSROLFLHV(VWLPDWHVDVVXPSWLRQVDQGRWKHUMXGJHPHQWVDUHSHULRGLFDOO\HYDOXDWHGDQGDUHEDVHG
RQ PDQDJHPHQW V H[SHULHQFH DQG RWKHU IDFWRUV LQFOXGLQJ H[SHFWDWLRQV DERXW IXWXUH HYHQWV WKDW DUH EHOLHYHG WR EH
UHDVRQDEOH XQGHU WKH FLUFXPVWDQFHV $FWXDO UHVXOWV FRXOG GLIIHU VLJQLILFDQWO\ IURP WKRVH HVWLPDWHV 5HYLVLRQV WR
DFFRXQWLQJHVWLPDWHVDUHUHFRJQL]HGLQWKHSHULRGLQZKLFKWKHHVWLPDWH LVUHYLVHGLIWKHUHYLVLRQDIIHFWVRQO\WKDW
SHULRGRULQWKHSHULRGRIWKHUHYLVLRQDQGIXWXUHSHULRGVLIWKHUHYLVLRQDIIHFWVERWKFXUUHQWDQGIXWXUHSHULRGV
7KH VLJQLILFDQW DUHDV UHTXLULQJ HVWLPDWHV DQG DVVXPSWLRQV LQ GHWHUPLQLQJ WKH UHSRUWHG DPRXQWV LQ WKH ILQDQFLDO
VWDWHPHQWVDUHDVIROORZV
Revenue Recognition




7KH&RPSDQ\GHULYHVLWVUHYHQXHVIURPVRIWZDUHDVDVHUYLFHFRQWUDFWVFRQWDLQLQJPXOWLSOHGHOLYHUDEOHVLQFOXGLQJ
OLFHQVHIHHVVHWXSIHHVDQGXVDJHW\SHIHHV7KHWUDQVDFWLRQSULFHLVDOORFDWHGWRWKHVHSDUDWHSHUIRUPDQFHREOLJDWLRQV
EDVHGRQ UHODWLYH VWDQGDORQHVHOOLQJSULFHV5HYHQXHIURP OLFHQVH DQG VHWXSIHHVQHW RIGLVFRXQWV DUH UHFRJQL]HG
UDWDEO\ RYHU WKH SHULRG WKH FXVWRPHU H[SHFWV WR DFFHVV WKH XQGHUO\LQJ LQWHOOHFWXDO SURSHUW\ LQFOXGLQJ DQWLFLSDWHG
UHQHZDOSHULRGV7KH&RPSDQ\KDVHVWLPDWHGWKLVSHULRGWREHWKUHH\HDUV5HYHQXHIURPXVDJHW\SHIHHVLVUHFRJQL]HG
ZKHQ WKH FXVWRPHU REWDLQV FRQWURO RI WKH XQGHUO\LQJ DVVHW DQG DVVXPHV WKH ULVNV DQG UHZDUGV RI RZQHUVKLS 7KH
&RPSDQ\SUHVHQWVUHYHQXHVQHWRIVDOHVUHODWHGWD[HV
Property and Equipment
3URSHUW\DQGHTXLSPHQWLVFDUULHGDWFRVWDQGLQFOXGHVH[SHQGLWXUHVIRUQHZDGGLWLRQVDQGWKRVHZKLFKVXEVWDQWLDOO\
LQFUHDVHWKHXVHIXOOLYHVRIH[LVWLQJDVVHWV7KH&RPSDQ\UHYLHZVUHVLGXDOYDOXHVDQGXVHIXOOLYHVDQQXDOO\,IDQLWHP
RI SURSHUW\ DQG HTXLSPHQW LV FRPSULVHG RI PDMRU FRPSRQHQWV ZLWK GLIIHUHQW XVHIXO OLYHV WKH FRPSRQHQWV DUH
DFFRXQWHG IRU DV VHSDUDWH LWHPV DQG GHSUHFLDWHG VHSDUDWHO\ 'HSUHFLDWLRQ LV FRPSXWHG E\ XVH RI WKH VWUDLJKWOLQH
PHWKRG(VWLPDWHGGHSUHFLDEOHOLYHVJHQHUDOO\UDQJHIURPWKUHHWRVHYHQ\HDUV
Goodwill and Other Intangible Assets
*RRGZLOOLVDOORFDWHGWRDFDVKJHQHUDWLQJXQLWZKLFKLVWKHVPDOOHVWLGHQWLILDEOHJURXSRIDVVHWVWKDWJHQHUDWHVFDVK
LQIORZVODUJHO\LQGHSHQGHQWO\RIRWKHUDVVHWVRUJURXSVRIDVVHWV
*RRGZLOODQGRWKHULQWDQJLEOHDVVHWVDUHDVVHVVHGIRULPSDLUPHQWDWOHDVWDQQXDOO\DQGPRUHIUHTXHQWO\DVWULJJHULQJ
HYHQWVPD\RFFXU,QPDNLQJWKLVDVVHVVPHQWPDQDJHPHQWUHOLHVRQDQXPEHURIIDFWRUVLQFOXGLQJRSHUDWLQJUHVXOWV
EXVLQHVV SODQV HFRQRPLF SURMHFWLRQV DQWLFLSDWHG IXWXUH FDVK IORZV DQG WUDQVDFWLRQV DQG PDUNHW SODFH GDWD $Q\
LPSDLUPHQW ORVVHV GHWHUPLQHG WR H[LVW DUH UHFRUGHG LQ WKH SHULRG WKH GHWHUPLQDWLRQ LV PDGH 7KHUH DUH LQKHUHQW
XQFHUWDLQWLHV UHODWHG WR WKHVH IDFWRUV DQG PDQDJHPHQW V MXGJPHQW LV LQYROYHG LQ SHUIRUPLQJ JRRGZLOO DQG RWKHU
LQWDQJLEOHDVVHWVYDOXDWLRQDQDO\VHVWKXVWKHUHLVULVNWKDWWKHFDUU\LQJYDOXHRIJRRGZLOODQGRWKHULQWDQJLEOHDVVHWV
PD\EHRYHUVWDWHGRUXQGHUVWDWHG
7KH&RPSDQ\KDVHOHFWHGWRSHUIRUPWKHDQQXDOLPSDLUPHQWDVVHVVPHQWRIUHFRUGHGJRRGZLOODQGRWKHULQWDQJLEOH
DVVHWVDVRIWKHHQGRIWKH&RPSDQ\ VILVFDO\HDU
Deferred Income Tax Assets
'HIHUUHG,QFRPH7D[$VVHWVDUHGHSHQGHQWXSRQWKHLQSXWVXVHGLQDVVHVVLQJWKHUHFRYHUDELOLW\RIGHIHUUHGLQFRPH
WD[DVVHWVWRWKHH[WHQWWKDWWKHGHGXFWLEOHWHPSRUDU\GLIIHUHQFHVZLOOUHYHUVHLQWKHIRUHVHHDEOHIXWXUHDQGWKDWWKH
&RPSDQ\ZLOOKDYHIXWXUHWD[DEOHLQFRPH
,QFRPHWD[HVIRUFRUSRUDWLRQVDUHSURYLGHGIRUWKHWD[HIIHFWVRIWUDQVDFWLRQVUHSRUWHGLQWKHILQDQFLDOVWDWHPHQWVDQG
FRQVLVWRIWD[HVFXUUHQWO\GXHSOXVGHIHUUHGWD[HV'HIHUUHGWD[HVDUHUHFRJQL]HGIRUWKHGLIIHUHQFHVEHWZHHQWKHEDVLV
RIDVVHWVDQGOLDELOLWLHVIRUILQDQFLDOVWDWHPHQWDQGLQFRPHWD[SXUSRVHV7KRVHGLIIHUHQFHVUHODWHSULPDULO\WRIL[HG
DVVHWV XVHRIGLIIHUHQWGHSUHFLDWLRQPHWKRGVDQGOLYHVIRUILQDQFLDOVWDWHPHQWDQGLQFRPHWD[SXUSRVHV DQGFHUWDLQ
DFFUXHGOLDELOLWLHV XVHRIDFFUXDOPHWKRGIRUILQDQFLDOVWDWHPHQWSXUSRVHVDQGFDVKPHWKRGIRULQFRPHWD[SXUSRVHV 
7KHGHIHUUHGWD[DVVHWVDQGOLDELOLWLHVUHSUHVHQWWKHIXWXUHWD[FRQVHTXHQFHVRIWKRVHGLIIHUHQFHVZKLFKZLOOHLWKHUEH
WD[DEOHRUGHGXFWLEOHZKHQWKHDVVHWVDQGOLDELOLWLHVDUHUHFRYHUHGRUVHWWOHG'HIHUUHGWD[HVDUHDOVRUHFRJQL]HGIRU
DQ\ RSHUDWLQJ ORVV FDUU\ IRUZDUGV FKDULWDEOH FRQWULEXWLRQ FDUU\ IRUZDUGV DQG WD[ FUHGLW FDUU\ IRUZDUGV WKDW DUH
DYDLODEOHWRRIIVHWIXWXUHLQFRPHWD[HV$GHIHUUHGWD[DVVHWLVUHFRJQL]HGRQO\WRWKHH[WHQWWKDWLWLVSUREDEOHWKDW
IXWXUHWD[DEOHSURILWVZLOOEHDYDLODEOHDJDLQVWZKLFKWKHDVVHWFDQEHXWLOL]HG
Stock-based Compensation
&RPSHQVDWLRQFRVWIRUHPSOR\HHVWRFNRSWLRQVRUVLPLODUHTXLW\LQVWUXPHQWVOHVVH[SHFWHGIRUIHLWXUHVEDVHGXSRQD
KLVWRULFDOWUHQGDQDO\VLVLVPHDVXUHGDWIDLUYDOXHRQWKHJUDQWGDWHRIWKHDZDUGDQGUHFRJQL]HGRQDVWUDLJKWOLQHEDVLV
RYHUWKHUHTXLVLWHVHUYLFHSHULRGZKLFKLVW\SLFDOO\WKHYHVWLQJSHULRG7KH&RPSDQ\XVHVWKH%ODFN6FKROHVRSWLRQ
SULFLQJPRGHOWRFDOFXODWHWKHIDLUYDOXHRIWKHDZDUGV7KH%ODFN6FKROHVPRGHOUHTXLUHVHVWLPDWHVIRUVWRFNSULFH




YRODWLOLW\H[SHFWHGWHUPDQGULVNIUHHLQWHUHVWUDWHV7KHSHULRGRIKLVWRULFDOYRODWLOLW\XVHGWRGHULYHWKHFRPSXWHG
YRODWLOLW\LVWKHVDPHDVWKHH[SHFWHGOLIHRIWKHRSWLRQ&KDQJHVLQWKHVHHVWLPDWHVFRXOGLPSDFWH[SHQVHUHFRJQLWLRQ
IRUIXWXUHDZDUGV
$GRSWLRQRI1HZ$FFRXQWLQJ3ROLFLHV
1RQHRIWKHQHZDFFRXQWLQJVWDQGDUGVDGRSWHGGXULQJWKHVL[PRQWKVHQGHG-XQH VHH1RWHRIWKHXQDXGLWHG
ILQDQFLDOVWDWHPHQWVIRUWKHWKUHHDQGVL[PRQWKVHQGHG-XQH UHVXOWHGLQDFKDQJHLQDFFRXQWLQJSROLFLHV
)XWXUH$FFRXQWLQJ3URQRXQFHPHQWV
5HIHUWR1RWHRIWKHXQDXGLWHGILQDQFLDOVWDWHPHQWVIRUWKHWKUHHDQGVL[PRQWKVHQGHG-XQH
121,)560($685(6

7KH &RPSDQ\ KDV LQFOXGHG D QRQ,)56 PHDVXUH IRU ZRUNLQJ FDSLWDO LQ WKLV 0' $ WR VXSSOHPHQW LWV ILQDQFLDO
VWDWHPHQWVZKLFKDUHSUHVHQWHGLQDFFRUGDQFHZLWK,)567KH&RPSDQ\EHOLHYHVWKDWWKLVPHDVXUHSURYLGHVLQYHVWRUV
ZLWK DQ LPSURYHG DELOLW\ WR HYDOXDWH WKH SHUIRUPDQFH RI WKH &RPSDQ\ 1RQ,)56 PHDVXUHV GR QRW KDYH DQ\
VWDQGDUGL]HGPHDQLQJSUHVFULEHGXQGHU,)567KHUHIRUHVXFKPHDVXUHVPD\QRWEHFRPSDUDEOHWRVLPLODUPHDVXUHV
HPSOR\HGE\RWKHUFRPSDQLHV7KHGDWDLVLQWHQGHGWRSURYLGHDGGLWLRQDOLQIRUPDWLRQDQGVKRXOGQRWEHFRQVLGHUHGLQ
LVRODWLRQRUDVDVXEVWLWXWHIRUPHDVXUHVRISHUIRUPDQFHSUHSDUHGLQDFFRUGDQFHZLWK,)56
),1$1&,$/,167580(176$1'),1$1&,$/5,6.0$1$*(0(17
7KH&RPSDQ\ VILQDQFLDOLQVWUXPHQWVFRQVLVWRIFDVKDQGFDVKHTXLYDOHQWVDFFRXQWVUHFHLYDEOHDQGRWKHUOLDELOLWLHV
7KHFDUU\LQJYDOXHVRIWKHVHILQDQFLDOLQVWUXPHQWVDSSUR[LPDWHWKHLUIDLUYDOXHV)LQDQFLDOLQVWUXPHQWVUHFRUGHGDWIDLU
YDOXHDUHFODVVLILHGXVLQJDIDLUYDOXHKLHUDUFK\WKDWUHIOHFWVWKHVLJQLILFDQFHRIWKHLQSXWVWRIDLUYDOXHPHDVXUHPHQWV
7KHWKUHHOHYHOVRIKLHUDUFK\DUH
/HYHO 8QDGMXVWHGTXRWHGSULFHVLQDFWLYHPDUNHWVIRULGHQWLFDODVVHWVRUOLDELOLWLHV
/HYHO ,QSXWV RWKHU WKDQ TXRWHG SULFHV WKDW DUH REVHUYDEOH IRU WKH DVVHW RU OLDELOLW\ HLWKHU GLUHFWO\ RU
LQGLUHFWO\DQG
/HYHO ,QSXWVIRUWKHDVVHWRUOLDELOLW\WKDWDUHQRWEDVHGRQREVHUYDEOHPDUNHWGDWD
)LQDQFLDO5LVN0DQDJHPHQW
7KH&RPSDQ\LVH[SRVHGLQYDU\LQJGHJUHHVWRDYDULHW\RIILQDQFLDOLQVWUXPHQWUHODWHGULVNV7KH%RDUGPLWLJDWHV
WKHVHULVNVE\DVVHVVLQJPRQLWRULQJDQGDSSURYLQJWKH&RPSDQ\ VULVNPDQDJHPHQWSURFHVVHV
&UHGLW5LVN
&UHGLWULVNLVWKHULVNRIDSRWHQWLDOORVVWRWKH&RPSDQ\LIDFXVWRPHURUWKLUGSDUW\WRDILQDQFLDOLQVWUXPHQWIDLOVWR
PHHWLWVFRQWUDFWXDOREOLJDWLRQV7KHPD[LPXPFUHGLWH[SRVXUHLVWKHFDUU\LQJDPRXQWRIFDVKDQGFDVKHTXLYDOHQWV
7KH&RPSDQ\GRHVQRWKDYHVLJQLILFDQWFUHGLWULVNZLWKUHVSHFWWRFXVWRPHUV$OOFDVKDQGFDVKHTXLYDOHQWVDUHSODFHG
ZLWKPDMRU86ILQDQFLDOLQVWLWXWLRQV
/LTXLGLW\5LVN
/LTXLGLW\ULVNLVWKHULVNWKDWWKH&RPSDQ\ZLOOQRWEHDEOHWRPHHWLWVILQDQFLDOREOLJDWLRQVDVVRFLDWHGZLWKILQDQFLDO
OLDELOLWLHV 7KH &RPSDQ\ PDQDJHV OLTXLGLW\ ULVN WKURXJK WKH PDQDJHPHQW RI LWV FDSLWDO VWUXFWXUH 7KH &RPSDQ\ V
DSSURDFKWRPDQDJLQJOLTXLGLW\LVWRHQVXUHWKDWLWZLOOKDYHVXIILFLHQWOLTXLGLW\WRVHWWOHREOLJDWLRQVDQGOLDELOLWLHV
ZKHQGXH




0DUNHW5LVN
Currency Risk
7KHRSHUDWLQJUHVXOWVDQGILQDQFLDOSRVLWLRQRIWKH&RPSDQ\DUHUHSRUWHGLQ86GROODUV6RPHRIWKH&RPSDQ\ V
ILQDQFLDOWUDQVDFWLRQVDUHGHQRPLQDWHGLQFXUUHQFLHVRWKHUWKDQWKH86GROODU7KHUHVXOWVRIWKH&RPSDQ\ VRSHUDWLRQV
DUHVXEMHFWWRFXUUHQF\WUDQVDFWLRQDQGWUDQVODWLRQULVNV
7KH &RPSDQ\ KDV QR KHGJLQJ DJUHHPHQWV LQ SODFH ZLWK UHVSHFW WRIRUHLJQ H[FKDQJH UDWHV 7KH &RPSDQ\ KDV QRW
HQWHUHGLQWRDQ\DJUHHPHQWVRUSXUFKDVHGDQ\LQVWUXPHQWVWRKHGJHSRVVLEOHFXUUHQF\ULVNVDWWKLVWLPH
Interest Rate Risk
,QWHUHVWUDWHULVNLVWKHULVNWKDWWKHIDLUYDOXHRUIXWXUHFDVKIORZVRIDILQDQFLDOLQVWUXPHQWZLOOIOXFWXDWHEHFDXVHRI
FKDQJHVLQPDUNHWLQWHUHVWUDWHV&DVKDQGFDVKHTXLYDOHQWVEHDULQWHUHVWDWPDUNHWUDWHV7KH&RPSDQ\ VILQDQFLDO
GHEWVKDYHIL[HGUDWHVRILQWHUHVWDQGWKHUHIRUHH[SRVHWKH&RPSDQ\WRDOLPLWHGLQWHUHVWUDWHIDLUYDOXHULVN
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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.

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. Onethird 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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As of and for the
Year Ended December 31
2016

2017

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

$

Weighted average shares - basic and diluted *

(0.45)

$

9,093,144

(0.14)

$

9,737,500

(0.06)
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

$

$

(59,629)

Dividends, per share

$

$

-

5,970,755
-

$
$
$

1,743,102
-

* 1-for-100 forward stock split on 08/16/2017 (Affected share classes: Common, Seed Preferred). Prior periods are
adjusted for comparison purposes

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.
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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.
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

$

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

$

Weighted average shares - basic and diluted *

(0.02) $
9,737,500

(0.03) $
9,737,500

(0.03) $
9,737,500

(0.05) $
9,737,500

(0.07) $
9,337,500

346,462

$

(0.08) $
8,937,500

538,279

$

(0.09) $
8,937,500

709,591

(0.20)
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

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.
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December 31, 2017
Cash & cash equivalents

$

Restricted short-term investments

$

-

$

-

Long-term debt

$

-

$

-

Working capital

$

Working capital ratio

4,872,811

December 31, 2016

4,457,615

$

$

1,953,897

1,727,344

4.93

7.63

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.
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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

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:
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Year Ending December 31

Scheduled Payments

2018
2019
2020
Total Future Minimum Lease Payments

$

118,890
250,080
233,521

$

602,491

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:

< 1 Year
Accounts Payable and Accrued Liabilities

$

733,945

1 to 3 Years

3 to 5 Years

$

$

-

-

Total
$

733,945

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.

-9-

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.
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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.

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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As of and for the
Year Ended December 31
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)

Weighted average shares - basic and diluted *

$

97,375

(6.06)
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

$

$

(59,629)

Dividends, per share

$

$

-

1,743,102
-

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
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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.


Sept 30, 2015

Dec. 31, 2015

Mar. 31, 2016

Three months ended
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

$

Weighted average shares - basic and diluted *

(1.27) $
95,396

(4.60) $
97,375

(2.21) $

(3.12) $

97,375

97,375

(2.90) $

(5.30)

97,375

97,375

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.

December 31, 2016
Cash & cash equivalents

$

Restricted short-term investments

$

-

$

Long-term debt

$

-

$

900,000

Working capital

$

$

836,066

Working capital ratio

1,953,897

December 31, 2015

1,727,344
7.63
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$

793,851
-

59.28



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.

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

$

Cash and cash equivalents, beginning of period

$

793,851

$

Cash and cash equivalents, end of period

$

1,959,897

$

1,275,830
793,851

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.
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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:

< 1 Year
Accounts Payable and Accrued Liabilities

$

84,864

1 to 3 Years

3 to 5 Years

$

$

-

-

Total
$

84,864

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
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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.
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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:
x
x
x
x
x
x
x
x
x
x

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.

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 ECommerce”), 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,
2018

Six Months Ended
June 30,

2017

2018

Year Ended
December 31,
2017(1)

2017

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

$

$

15,000

$

0

Total Expenses

$

1,008,531

$

245,943

$

1,765,409

$

338,824

$

1,572,760

$

0

Net Loss
Total Assets

$
$

938,931
12,367,453

$
$

221,542
7,761,176

$
$

1,401,118
12,367,543

$
$

290,024
7,761,176

$
$

1,460,160
9,089,906

$
$

0
0

Non-Current
Liabilities

$

0

$

0

$

0

$

0

$

0

$

0

(1)
(2)

0

For the period from December 9, 2016 (date of inception) and ended December 31, 2017.
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
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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
2018 (Six Months)
2019 and Thereafter

Scheduled Payments
$
12,078
0

Total Future Minimum Lease Payments

$

12,078

In addition to the commitments, the Company has the following contractual obligations at June 30, 2018:

- 11 -

Accounts Payable and
Accrued Liabilities

< 1 Year

1 to 3 Years

3 to 5 Years

Total

$ 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.

- 13 -

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.

- 14 -

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

- 15 -

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 Obamaera 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 antimoney 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 cannabisrelated 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 cannabisrelated 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 webbased 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.
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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.

-2Overview 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:
x

Professional fees - $3,479,099 and $$4,248,789 for the three and six months ended
June 30, 2018, respectively;

x

Payroll and related benefits - $1,400,353 and $2,301,394 for the three and six months
ended June 30, 2018, respectively; and

x

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.

-3Summary of Quarterly Results

Q2 2018
($)

Q1 2018
($)

Period from
Inception to
December 31,
2017
($)

(4,492,963)

(2,126,022)

(4,133,201)

-

-

-

Total assets

39,709,849

1,331,586

603,046

Total liabilities

64,277,423

8,296,361

5,442,800

Net (loss)
Net gain (loss) per share

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):
x

Investing activities – $(79,514) and $(4,385,869) for the three and six months ended
June 30, 2018, respectively;

x

Operating activities – $(3,094,686) and $(8,991,604) for the three and six months ended
June 30, 2018, respectively;

x

Financing activities – $3,345,702 and $15,765,867 for the three and six months ended
June 30, 2018, respectively; and

x

Net increase in cash - $171,502 and $2,388,394 for the three and six months ended
June 30, 2018, respectively.

-4During the six months ended June 30, 2018, the Company made the following significant
investments:
x

$2.8 million – cash used in the acquisition of Ermont in May 2018; and

x

$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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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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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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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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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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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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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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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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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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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 cannabisrelated 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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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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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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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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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 moneyremitter 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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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 cannabisrelated 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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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 nonmarijuana 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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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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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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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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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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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.

-2Overview 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
Basic and diluted loss per share

Statement of Financial Position Data

(4,133,201)
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:
x

$1,527,421 for payroll and related benefits;

x

$1,159,730 for professional fees; and

x

$829,147 for taxes and licenses;
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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):
x

Investing activities: $(211,458);

x

Operating activities: $(3,426,583);

x

Financing activities: $3,750,941; and

x

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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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

-5approval 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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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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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 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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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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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

- 11 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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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 cannabisrelated 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,
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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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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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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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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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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 moneyremitter 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 cannabisrelated 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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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 nonmarijuana 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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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.

- 20 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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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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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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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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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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RUFRQGLWLRQV³PD\´RU³ZLOO´KDSSHQRUE\GLVFXVVLRQVRIVWUDWHJ\)RUZDUGORRNLQJVWDWHPHQWV
LQFOXGH HVWLPDWHV SODQV H[SHFWDWLRQV RSLQLRQV IRUHFDVWV SURMHFWLRQV WDUJHWV JXLGDQFH RU
RWKHUVWDWHPHQWVWKDWDUHQRWVWDWHPHQWVRIIDFW7KHIRUZDUGORRNLQJVWDWHPHQWVLQFOXGHGLQWKLV
0' $DUHPDGHRQO\DVRIWKHGDWHRIWKH&RPSDQ\¶VILQDQFLDOVWDWHPHQWVIRUWKH\HDUHQGHG
'HFHPEHUDQGWKHWKUHHDQGVL[PRQWKVHQGHG-XQH

 
ϭ dŚĞ ƵŶĂƵĚŝƚĞĚ ƉƌŽ ĨŽƌŵĂ ĐŽŶƐŽůŝĚĂƚĞĚ ƐƚĂƚĞŵĞŶƚ ŽĨ ŽƉĞƌĂƚŝŽŶƐ ŽĨ d/>d ,ŽůĚŝŶŐƐ͕ /ŶĐ͘ ĨŽƌ ƚŚĞ ǇĞĂƌ ĞŶĚĞĚ ĞĐĞŵďĞƌ ϯϭ͕ ϮϬϭϳ ŝƐ ďĂƐĞĚ ŽŶ

ĐŽŵďŝŶŝŶŐƚŚĞĂƵĚŝƚĞĚĐŽŶƐŽůŝĚĂƚĞĚƐƚĂƚĞŵĞŶƚƐŽĨŽƉĞƌĂƚŝŽŶƐŽĨĂŬĞƌdĞĐŚŶŽůŽŐŝĞƐ/ŶĐ͘;͞ĂŬĞƌ͟Ϳ͕ƌŝƚĞƐŝĚĞ,ŽůĚŝŶŐƐ͕>>;͞ƌŝƚĞƐŝĚĞ͟Ϳ͕ĂŶĚ^ĞĂ
,ƵŶƚĞƌ dŚĞƌĂƉĞƵƚŝĐƐ͕ >> ;͞^ĞĂ ,ƵŶƚĞƌ͟Ϳ ĨŽƌ ƚŚĞ ǇĞĂƌ ĞŶĚĞĚ ĞĐĞŵďĞƌ ϯϭ͕ ϮϬϭϳ ĂŶĚ^ĂŶƚĠ sĞƌŝƚĂƐ ,ŽůĚŝŶŐƐ >ƚĚ͘ ;͞^s,͟Ϳ ĨŽƌ ƚŚĞ ǇĞĂƌ ĞŶĚĞĚ
:ĂŶƵĂƌǇϯϭ͕ϮϬϭϴ͘
ϮdŚĞƵŶĂƵĚŝƚĞĚƉƌŽĨŽƌŵĂĐŽŶƐŽůŝĚĂƚĞĚƐƚĂƚĞŵĞŶƚŽĨĨŝŶĂŶĐŝĂůƉŽƐŝƚŝŽŶŽĨd/>d,ŽůĚŝŶŐƐ͕/ŶĐ͘ĂƐĂƚ:ƵŶĞϯϬ͕ϮϬϭϴŝƐďĂƐĞĚŽŶĐŽŵďŝŶŝŶŐƚŚĞĂƵĚŝƚŽƌ
ƌĞǀŝĞǁĞĚĐŽŶƐŽůŝĚĂƚĞĚƐƚĂƚĞŵĞŶƚƐŽĨĨŝŶĂŶĐŝĂůƉŽƐŝƚŝŽŶŽĨĂŬĞƌ͕ƌŝƚĞƐŝĚĞĂŶĚ^ĞĂ,ƵŶƚĞƌĂƐĂƚ:ƵŶĞϯϬ͕ϮϬϭϴĂŶĚ^s,ĂƐĂƚ:ƵůǇϯϭ͕ϮϬϭϴ͘dŚĞ
ƵŶĂƵĚŝƚĞĚƉƌŽĨŽƌŵĂĐŽŶƐŽůŝĚĂƚĞĚƐƚĂƚĞŵĞŶƚŽĨŽƉĞƌĂƚŝŽŶƐŽĨd/>d,ŽůĚŝŶŐƐ͕/ŶĐ͘ĨŽƌƚŚĞƚŚƌĞĞĂŶĚƐŝǆŵŽŶƚŚƉĞƌŝŽĚƐĞŶĚĞĚ:ƵŶĞϯϬ͕ϮϬϭϴŝƐ
ďĂƐĞĚŽŶĐŽŵďŝŶŝŶŐƚŚĞĂƵĚŝƚŽƌƌĞǀŝĞǁĞĚĐŽŶƐŽůŝĚĂƚĞĚƐƚĂƚĞŵĞŶƚƐŽĨŽƉĞƌĂƚŝŽŶƐŽĨĂŬĞƌ͕ƌŝƚĞƐŝĚĞĂŶĚ^ĞĂ,ƵŶƚĞƌĨŽƌƚŚĞƚŚƌĞĞĂŶĚƐŝǆŵŽŶƚŚ
ƉĞƌŝŽĚƐĞŶĚĞĚ:ƵŶĞϯϬ͕ϮϬϭϴ͕ĂŶĚ^s,ĨŽƌƚŚĞƉĞƌŝŽĚĞŶĚĞĚ:ƵůǇϯϭ͕ϮϬϭϴ͘



ϭ










$OWKRXJK WKH &RPSDQ\ EHOLHYHV WKDW WKH H[SHFWDWLRQV UHIOHFWHG LQ VXFK IRUZDUGORRNLQJ
VWDWHPHQWVDUHUHDVRQDEOHLWFDQJLYHQRDVVXUDQFHWKDWVXFKH[SHFWDWLRQVZLOOSURYHWRKDYH
EHHQFRUUHFW7KH&RPSDQ\¶VIRUZDUGORRNLQJVWDWHPHQWVDUHH[SUHVVO\TXDOLILHGLQWKHLUHQWLUHW\
E\WKLVFDXWLRQDU\VWDWHPHQW:LWKRXWOLPLWLQJWKHIRUHJRLQJVWDWHPHQWVUHJDUGLQJWKH&RPSDQ\¶V
REMHFWLYHVSODQVDQGJRDOVLQFOXGLQJIXWXUHRSHUDWLQJUHVXOWVDQGHFRQRPLFSHUIRUPDQFHPD\
UHIHU WR RU LQYROYH IRUZDUGORRNLQJ VWDWHPHQWV 0DQ\ IDFWRUV FRXOG FDXVH DFWXDO HYHQWV
SHUIRUPDQFH RU UHVXOWV WR GLIIHU PDWHULDOO\ IURP ZKDW LV SURMHFWHG LQ WKH IRUZDUGORRNLQJ
VWDWHPHQWV6HH³5LVN)DFWRUV´LQWKLV0' $IRUIXUWKHUGHWDLOV7KHSXUSRVHRIIRUZDUGORRNLQJ
VWDWHPHQWVLVWRSURYLGHWKHUHDGHUZLWKDGHVFULSWLRQRIPDQDJHPHQW¶VH[SHFWDWLRQVDQGVXFK
IRUZDUGORRNLQJVWDWHPHQWVPD\QRWEHDSSURSULDWHIRUDQ\RWKHUSXUSRVH<RXVKRXOGQRWSODFH
XQGXHUHOLDQFHRQIRUZDUGORRNLQJVWDWHPHQWVFRQWDLQHGLQWKLV0' $7KH&RPSDQ\XQGHUWDNHV
QR REOLJDWLRQ WR XSGDWH RU UHYLVH DQ\ IRUZDUGORRNLQJ VWDWHPHQWV ZKHWKHU EHFDXVH RI QHZ
LQIRUPDWLRQIXWXUHHYHQWVRURWKHUZLVHH[FHSWDVUHTXLUHGE\DSSOLFDEOHODZ
7KHVH IRUZDUGORRNLQJ VWDWHPHQWV DQG UHODWHG ULVNV ZKLFK DUH IXUWKHU GLVFXVVHG LQ WKH ³5LVN
)DFWRUV´VHFWLRQKHUHLQPD\QRWUHSUHVHQWDOOULVNVWRWKH&RPSDQ\DQGUHDGHUVDUHFDXWLRQHG
QRWWRSODFHXQGXHUHOLDQFHRQWKHVHIRUZDUGORRNLQJVWDWHPHQWVDQGUHODWHGULVNV
2YHUYLHZRIWKH&RPSDQ\¶V%XVLQHVV
7KH&RPSDQ\ZDVLQFRUSRUDWHGRQ-XO\LQFRQMXQFWLRQZLWKWKHSURSRVHGPHUJHU WKH
³%XVLQHVV &RPELQDWLRQ´  RI 6DQWp 9HULWDV +ROGLQJV ,QF ³69+´  %DNHU 7HFKQRORJLHV ,QF
³%DNHU´  %ULWHVLGH +ROGLQJV //& ³%ULWHVLGH´  DQG 6HD +XQWHU 7KHUDSHXWLFV //& ³6HD
+XQWHU´ XQGHUWKHGHILQLWLYHEXVLQHVVFRPELQDWLRQDJUHHPHQW WKH³$JUHHPHQW´ 7KHPHUJHG
FRPSDQ\ZLOORSHUDWHXQGHUWKHQDPH7,/7+ROGLQJV,QF ³7,/7´ 

7KH &RPSDQ\ DQG LWV VXEVLGLDULHV DUH D YHUWLFDOO\ LQWHJUDWHG FRQVXPHU SDFNDJHG JRRGV DQG
QXWUDFHXWLFDOPDQXIDFWXUHUVRIWZDUHDQGLQWHJUDWHGVHUYLFHVSURYLGHULQWKHFDQQDELVLQGXVWU\
7KH&RPSDQ\SURYLGHVFXOWLYDWLRQUHWDLORSHUDWLRQDODQGFDSLWDOVXSSRUWWROLFHQVHGFXOWLYDWRUV
SURGXFW PDQXIDFWXUHUV DQG GLVSHQVDULHV ,Q FHUWDLQ FLUFXPVWDQFHVWKH&RPSDQ\ ZLOO DSSO\ IRU
OLFHQVHV DQGRU PDQDJH OLFHQVHV WKURXJK LWV VXEVLGLDULHV WR FXOWLYDWH SURFHVV WUDQVSRUW DQG
GLVSHQVHFDQQDELV7KHVHUYLFHVHJPHQWRIWKHEXVLQHVVGHULYHVLWVUHYHQXHIURPVRIWZDUHZLWK
FRQWUDFWVFRQWDLQLQJPXOWLSOHGHOLYHUDEOHVLQFOXGLQJOLFHQVHIHHVDQGXVDJHW\SHIHHVJHQHUDOO\
VSDQQLQJRYHUWKUHH\HDUV7KHLQWHJUDWHGVHUYLFHVDOVRLQFOXGH,76ROXWLRQVIRUEXVLQHVVGHOLYHU\
VHUYLFHV IRU FDQQDELV FRQVXPHUV LQVXUDQFH VROXWLRQV IRU WKH FDQQDELV LQGXVWU\ DV ZHOO DV
HQJLQHHULQJDQGLQIUDVWUXFWXUHVROXWLRQV7,/7LVRUJDQL]HGWRZRUNZLWKOHDGHUVLQWKHFDQQDELV
LQGXVWU\WRRIIHUH[SHUWLVHDQGSURYLGHFDQQDELVVSHFLILFNQRZOHGJHIURPFXOWLYDWLRQWRH[WUDFWLRQ
WRUHWDLOGLVWULEXWLRQV


Ϯ










&RQVROLGDWHG&DSLWDOL]DWLRQ
7KHIROORZLQJWDEOHVHWVRXWWKHFRQVROLGDWHGSURIRUPDFDSLWDOL]DWLRQRI7,/7DIWHUJLYLQJHIIHFW
WRWKH%XVLQHVV&RPELQDWLRQ7KLVWDEOHVKRXOGEHUHDGLQFRQMXQFWLRQZLWKWKHSURIRUPDILQDQFLDO
VWDWHPHQWVRI7,/7
W/d>/d/KEd>

ŽŵŵŽŶ^ƚŽĐŬ
ƋƵŝǀĂůĞŶƚ
ϮϳϮ͕ϴϵϭ͕ϴϱϳ
ϰϮϳ͕ϱϯϬ͕ϱϳϲ
ϳϴϳ͕Ϭϳϳ͕ϱϲϳ
ϮϲϮ͕ϱϬϬ͕ϬϬϬ
ϮϲϮ͕ϱϬϬ͕ϬϬϬ
ϮϲϮ͕ϱϬϬ͕ϬϬϬ ϭϰ͕ϴϳϱ͕ϬϬϬ ϭ͕ϳϱϬ͕ϬϬϬ͕ϬϬϬ
ŽŵŵŽŶ^ƚŽĐŬ

ĂŬĞƌ
ƌŝƚĞƐŝĚĞ
^ĞĂ,ƵŶƚĞƌ
^s,

ŽŵƉƌĞƐƐĞĚ^ƚŽĐŬ
ΛϭϬϬ͗ϭ
Ϯ͕ϳϮϴ͕ϵϭϵ
ϰ͕Ϯϳϱ͕ϯϬϲ
ϳ͕ϴϳϬ͕ϳϳϲ

ŽŶƐŽůŝĚĂƚĞĚ
ŽŵŵŽŶ^ƚŽĐŬ dŽƚĂůй
Λϲ͘ϳϱ͗ϭ
KǁŶĞƌƐŚŝƉ
ϰϬ͕ϰϮϴ͕ϰϮϯ
ϭϱ͘ϱϵй
ϲϯ͕ϯϯϳ͕ϴϲϯ
Ϯϰ͘ϰϯй
ϭϭϲ͕ϲϬϰ͕Ϭϴϰ
ϰϰ͘ϵϴй
ϯϴ͕ϴϴϴ͕ϴϴϵ
ϭϱ͘ϬϬй
Ϯϱϵ͕Ϯϱϵ͕Ϯϱϵ
ϭϬϬ͘ϬϬй



7KHIROORZLQJWDEOHVHWVRXWWKHFRQVROLGDWHGSURIRUPDFDSLWDOL]DWLRQRI7,/7DIWHUJLYLQJHIIHFW
WRWKH%XVLQHVV&RPELQDWLRQILQDQFLQJDQGPRGLILFDWLRQVWRFRPPRQVWRFNKROGLQJVDVDUHVXOW
RIVWRFNRSWLRQVDQGZDUUDQWVJLYHQWRFHUWDLQHPSOR\HHVDQG$JHQWV
/ŶĐƌĞĂƐĞ;ĞĐƌĞĂƐĞͿ /ŶĐƌĞĂƐĞŝŶ /ŶĐƌĞĂƐĞŝŶƐŚĂƌĞƐ /ŶĐƌĞĂƐĞŝŶƐŚĂƌĞƐ
ŝŶƐŚĂƌĞƐƚŽĐŚŝĞǀĞ ƐŚĂƌĞƐĚƵĞƚŽ ĚƵĞƚŽĂŶŶĂĐŽƌĚ ĚƵĞƚŽ^ĞĂ,ƵŶƚĞƌ
dŽƚĂů
&ŝŶĂŶĐŝŶŐϮ
ƉĂǇŵĞŶƚϯ
ƉĂǇŽƵƚϰ
dĂƌŐĞƚϭ
ĂŬĞƌ
ϮϬ͕ϯϲϲ͕ϳϴϰ
ϲϬ͕ϳϵϱ͕ϮϬϳ
ƌŝƚĞƐŝĚĞ
;ϴ͕ϭϲϴ͕ϵϯϰͿ
ϱϱ͕ϭϲϴ͕ϵϮϵ
^ĞĂ,ƵŶƚĞƌ
Ϯϳ͕ϲϭϭ͕ϳϯϭ
ϭϰϰ͕Ϯϭϱ͕ϴϭϱ
^s,
ϭϮ͕ϲϰϬ͕Ϯϵϰ
ϱϭ͕ϱϮϵ͕ϭϴϯ
d/>dŵƉůŽǇĞĞƋƵŝƚǇWŽŽů
ϭϮ͕ϬϬϬ͕ϬϬϬ
ϭϮ͕ϬϬϬ͕ϬϬϬ
&ŝŶĂŶĐŝŶŐ
ϭϵ͕ϮϬϰ͕ϯϲϯ
ϭϵ͕ϮϬϰ͕ϯϲϯ
ϭ͕ϯϰϰ͕ϯϬϱ
ϭ͕ϯϰϰ͕ϯϬϱ
ϱ͕ϯϵϰ͕ϵϴϳ ϱ͕ϯϵϰ͕ϵϴϳ
Ϯϱϵ͕Ϯϱϵ͕Ϯϱϵ ϲϰ͕ϰϰϵ͕ϴϳϱ ϭϵ͕ϮϬϰ͕ϯϲϯ ϭ͕ϯϰϰ͕ϯϬϱ ϱ͕ϯϵϰ͕ϵϴϳ ϯϰϵ͕ϲϱϮ͕ϳϴϵ
ŽŶƐŽůŝĚĂƚĞĚ
ŽŵŵŽŶƐŚĂƌĞƐ
ĂƉŝƚĂůŝǌĂƚŝŽŶ
ϰϬ͕ϰϮϴ͕ϰϮϯ
ϲϯ͕ϯϯϳ͕ϴϲϯ
ϭϭϲ͕ϲϬϰ͕Ϭϴϰ
ϯϴ͕ϴϴϴ͕ϴϴϵ

ϭ

/ŶĐƌĞĂƐĞ;ĚĞĐƌĞĂƐĞͿŝŶŶƵŵďĞƌŽĨd/>dĐŽŵŵŽŶƐŚĂƌĞƐĂƐƉĂƌƚŽĨŽƉƚŝŽŶƐŐŝǀĞŶƚŽĐĞƌƚĂŝŶŬĞǇĞŵƉůŽǇĞĞƐ

Ϯ

/ŶĐƌĞĂƐĞŝŶĐŽŵŵŽŶƐŚĂƌĞƐĂƐƉĂƌƚŽĨ^ƵďƐĐƌŝƉƚŝŽŶ&ŝŶĂŶĐŝŶŐŽĨĂƉƉƌŽǆŝŵĂƚĞůǇΨϭϬϬDh^ĂƐƐƵŵĞĚĂƚΨϱ͘ϮϭƉĞƌƐŚĂƌĞ

ϯ

/ŶĐƌĞĂƐĞŝŶĐŽŵŵŽŶƐŚĂƌĞƐĂƐƉĂƌƚŽĨǁĂƌƌĂŶƚƐŐŝǀĞŶŝŶůŝĞƵŽĨƉĂǇŵĞŶƚŽǁĞĚƚŽĂŶĂĐĐŽƌĚ͘dŚĞǁĂƌƌĂŶƚƐĂƌĞĐĂůĐƵůĂƚĞĚĂƚϳйŽĨƚŽƚĂů
ĐŽŵŵŽŶƐŚĂƌĞƐĨŽƌ^ƵďƐĐƌŝƉƚŝŽŶ&ŝŶĂŶĐŝŶŐŽĨϭϵ͕ϮϬϰ͕ϯϲϯ͘
ϰ
/ŶĐƌĞĂƐĞŝŶŶƵŵďĞƌŽĨĐŽŵŵŽŶƐŚĂƌĞƐĂƐƉĂƌƚŽĨƐƉĞĐŝĂůƐŚĂƌĞŽĨĨĞƌŝŶŐƚŽ^ĞĂ,ƵŶƚĞƌdŚĞƌĂƉĞƵƚŝĐƐ͕>>͘dŚĞĐŽŵŵŽŶƐŚĂƌĞƐĂƌĞĐĂůĐƵůĂƚĞĚ
ĂƚƉĂǇŽƵƚŽĨĂƉƉƌŽǆŝŵĂƚĞůǇΨϮϴDĂƐƐƵŵĞĚĂƚΨϱ͘ϮϭƉĞƌƐŚĂƌĞ






ϯ










6HOHFWHG)LQDQFLDO,QIRUPDWLRQ

&RQVROLGDWHG6WDWHPHQWRI&RPSUHKHQVLYH,QFRPH /RVV 


1HWJDLQ ORVV 

&RQVROLGDWHG6WDWHPHQWRI&RPSUHKHQVLYH,QFRPH /RVV 


1HWJDLQ ORVV 

<HDU(QGHG
'HFHPEHU


 
7KUHHPRQWKV
(QGHG-XQH


 




&RQVROLGDWHG6WDWHPHQWRI&RPSUHKHQVLYH,QFRPH /RVV 


1HWJDLQ ORVV IRUWKH\HDU

6L[PRQWKV
(QGHG-XQH


 



6WDWHPHQWRI)LQDQFLDO3RVLWLRQ'DWD



7RWDODVVHWV
7RWDOOLDELOLWLHV
/RQJWHUPOLDELOLWLHV

3HULRG(QGHG-XQH

Ψ




&DVKGLYLGHQGVGHFODUHGSHUVKDUH







ϰ










5HVXOWVRI2SHUDWLRQV
5HYHQXH
5HYHQXHIRUWKH\HDUHQGHG'HFHPEHUWKUHHPRQWKVDQGVL[PRQWKVHQGHG-XQH
ZHUHDQGUHVSHFWLYHO\5HYHQXHLVPDLQO\FRPSULVHG
RI OLFHQVH DQG XVDJH IHHV UHODWLQJ WR WKH &50 SODWIRUP PRGXODU WHFKQRORJ\ DQG GLVSHQVDU\
VDOHV7KHLQFUHDVHLQUHYHQXHZDVDUHVXOWRIDQLQFUHDVHLQOLFHQVHVXQGHUFRQWUDFWLQLWLDOVDOHV
RIWKHPRGXODUWHFKQRORJ\DQGLQLWLDOGLVSHQVDU\VDOHV7KH&RPSDQ\H[SHFWVWRVKRZLQFUHDVHG
UHYHQXHVLQWKHFRPLQJTXDUWHUVDVIDFLOLWLHVDUHFRPSOHWHGDQGSURGXFWVEHFRPHDYDLODEOHIRU
VDOHDVZHOODVDQLQFUHDVLQJQXPEHURIFXVWRPHUVVXEVFULELQJWRLWV&50SODWIRUP7KHUHDUH
DOVRVHYHUDODFTXLVLWLRQVWKDWDUHH[SHFWHGWREHFRPSOHWHGLQWKHQHDUWHUPZKLFKZLOOKDYHD
SRVLWLYHHIIHFWRQUHYHQXH

*URVV3URILW
*URVVSURILWLVUHYHQXHOHVVFRVWRIUHYHQXH&RVWRIUHYHQXHIRUWKH\HDUHQGHG'HFHPEHU
 WKUHH PRQWKV DQG VL[ PRQWKV HQGHG -XQH   ZHUH   DQG
UHVSHFWLYHO\&RVWVRIUHYHQXHDVDSHUFHQWDJHRIVDOHVZHUHDQGIRU
WKH DIRUHPHQWLRQHG SHULRGV 7KH LQFUHDVH LQ FRVW RI UHYHQXH DV D SHUFHQWDJH RI VDOHV ZHUH
DWWULEXWDEOH WR DQ LQFUHDVH &50 XVDJH IHHV FRVWV GLUHFWO\ UHODWHG WR WKH PRGXODU SURGXFWLRQ
IDFLOLWLHVDQGFRVWVGLUHFWO\UHODWHGWRWKHSURGXFWVVROGLQWKHGLVSHQVDU\

2SHUDWLQJ([SHQVHV

7RWDORSHUDWLQJH[SHQVHVIRUWKH\HDUHQGHG'HFHPEHUWKUHHPRQWKVDQGVL[PRQWKV
HQGHG-XQHZHUHDQGUHVSHFWLYHO\7KHPDMRULW\
RI WKH H[SHQVHV DUH DWWULEXWDEOH WR SHUVRQQHO FRVWV RI  DQG SURIHVVLRQDO IHHV RI
 IRU WKH \HDUHQGHG 'HFHPEHU   SHUVRQQHO FRVWV RI  DQG
SURIHVVLRQDOIHHVRIIRUWKUHHPRQWKVHQGHG-XQHDQGSHUVRQQHOFRVWVRI
 DQG SURIHVVLRQDO IHHV RI  IRU VL[ PRQWKV HQGHG -XQH   7KH
LQFUHDVHLQSURIHVVLRQDOIHHVZHUHPDLQO\GULYHQGXHWRWKHEXVLQHVVFRPELQDWLRQDVWKHQHHGIRU
VHUYLFHV RI H[WHUQDO FRQVXOWDQWV ODZ\HUV DQG RWKHU VXSSRUWLQJ VWDII KDV EHFRPH LQFUHDVLQJO\
LPSRUWDQW3HUVRQQHOFRVWVFRQWLQXHWRLQFUHDVHDVPDQDJHPHQWDQGRSHUDWLRQWHDPVDUHEXLOW
RXW DQG GLVSHQVDULHV DUH RSHQHG $V WKH &RPSDQ\ FRQWLQXHV WR JURZ LQ VL]H DQG FRPSOH[LW\
LQFUHDVLQJKHDGFRXQWDQGUHODWHGH[SHQVHVDUHH[SHFWHGWRLQFUHDVHLQWKHIXWXUH


1HW/RVV
7KH&RPSDQ\LQFXUUHGDQHWORVVRI    DQG  IRUWKH\HDU
HQGHG 'HFHPEHU   WKUHH PRQWKV DQG VL[ PRQWKV HQGHG -XQH   UHVSHFWLYHO\
([HFXWLRQRQWKH&RPSDQ\¶VVWUDWHJ\IRUPDUNHWVKDUHKDVWDNHQSULRULW\RYHULPSURYLQJLWVERWWRP
ϱ










OLQH DQG ORVVHV DUH H[SHFWHG WR FRQWLQXH DV7,/7 H[SDQGV LQ WKHPDUNHWSODFH7KH &RPSDQ\
H[SHFWVWRFRQWLQXHWKHVWUDWHJ\IRUJDLQLQJPDUNHWVKDUHLQWKHIXWXUH$VLWVIRRWSULQWLQFUHDVHV
LWH[SHFWVLWVJURVVPDUJLQWRLPSURYHLQWKHIXWXUH
/LTXLGLW\DQG&DSLWDO5HVRXUFHV
7KH&RPSDQ\¶VSULPDU\QHHGIRUOLTXLGLW\LVWRIXQGZRUNLQJFDSLWDOUHTXLUHPHQWVRILWVEXVLQHVV
DFTXLVLWLRQV FDSLWDO H[SHQGLWXUHV DQG IRU JHQHUDO FRUSRUDWH SXUSRVHV ,WV SULPDU\ VRXUFH RI
OLTXLGLW\KDVEHHQFDSLWDOFRQWULEXWLRQVEXWZLOOWUDQVLWLRQWRIXQGVJHQHUDWHGE\RSHUDWLQJDFWLYLWLHV
7KH&RPSDQ\¶VDELOLW\WRIXQGLWVRSHUDWLRQVDQGWRPDNHSODQQHGFDSLWDOH[SHQGLWXUHVGHSHQGV
RQ LWV IXWXUH RSHUDWLQJ SHUIRUPDQFH DQG FDVK IORZV ZKLFK DUH VXEMHFW WR SUHYDLOLQJ HFRQRPLF
FRQGLWLRQVDQGILQDQFLDOEXVLQHVVDQGRWKHUIDFWRUVVRPHRIZKLFKDUHEH\RQGLWVFRQWURO
$V RI -XQH   WKH &RPSDQ\ KDG  PLOOLRQ RI FDVK DQG FDVK HTXLYDOHQWV QHW RI
ILQDQFLQJUDLVHGE\7,/7DQGVSHFLDOVKDUHRIIHULQJWR6HD+XQWHU7KHUDSHXWLFV//&DVSDUWRI
WKH %XVLQHVV &RPELQDWLRQ  DQG  PLOOLRQ RI VKRUWWHUP LQYHVWPHQWV 7KH ZRUNLQJ FDSLWDO
FXUUHQWDVVHWV>QHWRIILQDQFLQJDQGVKDUHRIIHULQJ@PLQXVFXUUHQWOLDELOLWLHV DVRI-XQH
ZDVPLOOLRQ
7KH&RPSDQ\H[SHFWVWKDWLWVFDVKRQKDQGDQGFDVKIORZVIURPRSHUDWLRQVZLOOEHDGHTXDWHWR
PHHWLWVFDSLWDOUHTXLUHPHQWVDQGRSHUDWLRQDOQHHGVIRUWKHQH[WPRQWKV
&RQWUDFWXDO2EOLJDWLRQV
$VRI-XQHDQG'HFHPEHUDQGLQWKHQRUPDOFRXUVHRIEXVLQHVVWKH&RPSDQ\
KDV WKH IROORZLQJ REOLJDWLRQV LQFOXGLQJ PLQLPXP DQQXDO RSHUDWLQJ OHDVH SD\PHQWV DQG
FRPPLWPHQWV UHODWHG WR DFFRXQWLQJ SD\DEOH DQG DFFUXHG OLDELOLWLHV  WR PDNH IXWXUH SD\PHQWV
UHSUHVHQWLQJFRQWUDFWVDQGRWKHUFRPPLWPHQWVWKDWDUHNQRZQDQGFRPPLWWHG
$VRI'HFHPEHU

&RQWUDFWXDO2EOLJDWLRQV
7RWDO&RQWUDFWXDO2EOLJDWLRQV

3D\PHQWVGXHE\SHULRG
7RWDO












WKHUHDIWHU



$VRI-XQH

&RQWUDFWXDO2EOLJDWLRQV
7RWDO&RQWUDFWXDO2EOLJDWLRQV

3D\PHQWVGXHE\SHULRG
7RWDO














WKHUHDIWHU
 

ϲ











2II%DODQFH6KHHW$UUDQJHPHQWV
7KH&RPSDQ\GRHVQRWPDLQWDLQDQ\RIIEDODQFHVKHHWDUUDQJHPHQWV
1HZ$FFRXQWLQJ6WDQGDUGV$SSOLHG
,)56)LQDQFLDO,QVWUXPHQWV'LVFORVXUH
7KLVVWDQGDUGZDVDPHQGHGWRUHTXLUHDGGLWLRQDOGLVFORVXUHVRQWUDQVLWLRQIURP,$6)LQDQFLDO
,QVWUXPHQWV5HFRJQLWLRQDQG0HDVXUHPHQW ³,$6´ WR,)56)LQDQFLDO,QVWUXPHQWV ³,)56
´  7KLV DPHQGPHQW LV HIIHFWLYH RQ DGRSWLRQ RI ,)56  ZKLFK LV HIIHFWLYH IRU DQQXDO SHULRGV
FRPPHQFLQJRQRUDIWHU-DQXDU\7KH&RPSDQ\KDVFRQFOXGHGWKDWWKHDGRSWLRQRIVXFK
VWDQGDUGKDVUHVXOWHGLQQRLPSDFWRQWKH&RPSDQ\¶VFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
,)56)LQDQFLDO6WDWHPHQWV
,Q -XO\  WKH ,QWHUQDWLRQDO $FFRXQWLQJ 6WDQGDUGV %RDUG LVVXHG WKH ILQDO YHUVLRQ RI ,)56 
)LQDQFLDO,QVWUXPHQWVZKLFKUHIOHFWVDOOSKDVHVRIWKHILQDQFLDOLQVWUXPHQWVSURMHFWDQGUHSODFHV
,$6)LQDQFLDO,QVWUXPHQWV5HFRJQLWLRQDQG0HDVXUHPHQWDQGDOOSUHYLRXVYHUVLRQVRI,)56
 7KH VWDQGDUG LQWURGXFHV QHZ UHTXLUHPHQWV IRU FODVVLILFDWLRQ DQG PHDVXUHPHQW LPSDLUPHQW
DQGKHGJHDFFRXQWLQJ,)56LVHIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJRQRUDIWHU-DQXDU\
 ZLWK HDUO\ DSSOLFDWLRQ SHUPLWWHG7KH &RPSDQ\ KDV FRQFOXGHG WKDW WKH DGRSWLRQ RIVXFK
VWDQGDUGKDVUHVXOWHGLQQRLPSDFWRQWKH&RPSDQ\¶VFRQVROLGDWHGILQDQFLDOVWDWHPHQWV
,)565HYHQXHIURP&RQWUDFWVZLWK&XVWRPHUV
7KHVWDQGDUGUHSODFHV,$65HYHQXHDQG,$6&RQVWUXFWLRQ&RQWUDFWVDQGFRQWDLQVDVLQJOH
PRGHOWKDWDSSOLHVWRFRQWUDFWVZLWKFXVWRPHUVDQGWZRDSSURDFKHVWRUHFRJQL]LQJUHYHQXHDWD
SRLQWLQWLPHRURYHUWLPH7KHPRGHOIHDWXUHVDFRQWUDFWEDVHGILYHVWHSDQDO\VLVRIWUDQVDFWLRQV
WRGHWHUPLQHZKHWKHUKRZPXFKDQGZKHQUHYHQXHLVUHFRJQL]HG1HZHVWLPDWHVDQGMXGJPHQWDO
WKUHVKROGV KDYH EHHQ LQWURGXFHG ZKLFK PD\ DIIHFW WKH DPRXQW DQGRU WLPLQJ RI UHYHQXH
UHFRJQL]HG,)56LVHIIHFWLYHIRUDQQXDOSHULRGVEHJLQQLQJRQ-DQXDU\7KH&RPSDQ\
KDVFRQFOXGHGWKDWWKHDGRSWLRQRIVXFKVWDQGDUGKDVUHVXOWHGLQQRLPSDFWRQWKH&RPSDQ\¶V
FRQVROLGDWHGILQDQFLDOVWDWHPHQWV
$FFRXQWLQJ6WDQGDUGVDQG,QWHUSUHWDWLRQV,VVXHGEXWQRW\HW(IIHFWLYH
6WDQGDUGV LVVXHG EXW QRW \HW HIIHFWLYH XS WR WKH GDWH RI LVVXDQFH RI WKH &RPSDQ\¶V ILQDQFLDO
VWDWHPHQWV DUH OLVWHG EHORZ 7KLV OLVWLQJ LV RI VWDQGDUGV DQG LQWHUSUHWDWLRQV LVVXHG ZKLFK WKH
&RPSDQ\UHDVRQDEO\H[SHFWVWREHDSSOLFDEOHDWDIXWXUHGDWH7KH&RPSDQ\LQWHQGVWRDGRSW
WKRVHVWDQGDUGVZKHQWKH\EHFRPHHIIHFWLYH7KH&RPSDQ\GRHVQRWH[SHFWWKHLPSDFWRIVXFK
FKDQJHVRQWKHILQDQFLDOVWDWHPHQWVWREHPDWHULDO
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,)56/HDVHV
7KHQHZVWDQGDUGZLOOUHSODFH,$6/HDVHV ³,$6´ DQGHOLPLQDWHVWKHFODVVLILFDWLRQRIOHDVHV
DVHLWKHURSHUDWLQJRUILQDQFHOHDVHVE\WKHOHVVHH7KHWUHDWPHQWRIOHDVHVE\WKHOHVVHHZLOO
UHTXLUHFDSLWDOL]DWLRQRIDOOOHDVHVUHVXOWLQJLQDQDFFRXQWLQJWUHDWPHQWVLPLODUWRILQDQFHOHDVHV
XQGHU,$67KHQHZVWDQGDUGZLOOUHVXOWLQDQLQFUHDVHLQOHDVHDVVHWVDQGOLDELOLWLHVIRUWKH
OHVVHH8QGHUWKHQHZVWDQGDUGWKHWUHDWPHQWRIDOOOHDVHH[SHQVHLVDOLJQHGLQWKHVWDWHPHQWRI
HDUQLQJV ZLWK GHSUHFLDWLRQ DQG DQ LQWHUHVW FRPSRQHQW UHFRJQL]HG IRU HDFK OHDVH LQ OLQH ZLWK
ILQDQFH OHDVH DFFRXQWLQJ XQGHU ,$6  ,)56  ZLOO EH DSSOLHG UHWURVSHFWLYHO\ %DVHG RQ WKH
&RPSDQ\¶V FXUUHQW OHDVLQJ DUUDQJHPHQWV WKLV VWDQGDUG LV H[SHFWHG WR KDYH DQ HIIHFW RQ WKH
ILQDQFLDOUHSRUWLQJDQGWKH&RPSDQ\LVFXUUHQWO\DVVHVVLQJWKHLPSOLFDWLRQVRIWKHQHZVWDQGDUG
ZKLFKZLOOEHFRPHHIIHFWLYHWRDQQXDOUHSRUWLQJSHULRGVEHJLQQLQJRQRUDIWHU-DQXDU\
7KHHYHQWXDODSSOLFDWLRQRIWKHVHVWDQGDUGVLVQRWH[SHFWHGWRKDYHDVLJQLILFDQWLPSDFWRQWKH
&RPSDQ\¶VH[LVWLQJDFFRXQWLQJSROLFLHVRUILQDQFLDOVWDWHPHQWSUHVHQWDWLRQ
)LQDQFLDO,QVWUXPHQWV
)LQDQFLDO$VVHWV
7KH&RPSDQ\LQLWLDOO\UHFRJQL]HVILQDQFLDODVVHWVDWIDLUYDOXHRQWKHGDWHWKDWWKH\DUHRULJLQDWHG
$OOILQDQFLDODVVHWV LQFOXGLQJDVVHWVGHVLJQDWHGDWIDLUYDOXHWKURXJKSURILWRUORVV DUHUHFRJQL]HG
LQLWLDOO\RQWKHGDWHDWZKLFKWKH&RPSDQ\EHFRPHVDSDUW\WRWKHFRQWUDFWXDOSURYLVLRQVRIWKH
LQVWUXPHQW7KH&RPSDQ\GHUHFRJQL]HVDILQDQFLDODVVHWZKHQWKHFRQWUDFWXDOULJKWVWRWKHFDVK
IORZVIURPWKHDVVHWH[SLUHRULWWUDQVIHUVWKHULJKWVWRUHFHLYHWKHFRQWUDFWXDOFDVKIORZVRQWKH
ILQDQFLDODVVHWLQDWUDQVDFWLRQLQZKLFKVXEVWDQWLDOO\DOOWKHULVNVDQGUHZDUGVRIRZQHUVKLSRIWKH
ILQDQFLDO DVVHW DUH WUDQVIHUUHG $Q\ LQWHUHVW LQ WUDQVIHUUHG ILQDQFLDO DVVHWV WKDW LV FUHDWHG RU
UHWDLQHGE\WKH&RPSDQ\LVUHFRJQL]HGDVDVHSDUDWHDVVHWRUOLDELOLW\
$ILQDQFLDODVVHWLVUHFRJQL]HGDWIDLUYDOXHWKURXJKSURILWRUORVVLILWLVFODVVLILHGDVKHOGIRUWUDGLQJ
RU LV GHVLJQDWHG DV VXFK XSRQ LQLWLDO UHFRJQLWLRQ )LQDQFLDO DVVHWV DUH GHVLJQDWHG DW IDLU YDOXH
WKURXJKSURILWRUORVVLIWKH&RPSDQ\PDQDJHVVXFKLQYHVWPHQWVDQGPDNHVSXUFKDVHDQGVDOH
GHFLVLRQV EDVHG RQ WKHLU IDLU YDOXH LQ DFFRUGDQFH ZLWK WKH &RPSDQ\¶V GRFXPHQWHG ULVN
PDQDJHPHQWRULQYHVWPHQWVWUDWHJ\
)LQDQFLDODVVHWVDWIDLUYDOXHWKURXJKSURILWRUORVVDUHPHDVXUHGDWIDLUYDOXHDQGFKDQJHVWKHUHLQ
DUHUHFRJQL]HGLQSURILWRUORVV
)LQDQFLDO/LDELOLWLHV
7KH &RPSDQ\ LQLWLDOO\ UHFRJQL]HV ILQDQFLDO OLDELOLWLHV DW IDLU YDOXH RQ WKH GDWH WKDW WKH\ DUH
RULJLQDWHG$OOILQDQFLDOOLDELOLWLHV LQFOXGLQJOLDELOLWLHVGHVLJQDWHGDWIDLUYDOXHWKURXJKSURILWRUORVV 
DUH UHFRJQL]HG LQLWLDOO\ RQ WKH GDWH DW ZKLFK WKH &RPSDQ\ EHFRPHV D SDUW\ WR WKH FRQWUDFWXDO
ϴ










SURYLVLRQVRIWKHLQVWUXPHQW7KH&RPSDQ\GHUHFRJQL]HVDILQDQFLDOOLDELOLW\ZKHQLWVFRQWUDFWXDO
REOLJDWLRQVDUHGLVFKDUJHGRUFDQFHOOHGRUH[SLUH
7KH &RPSDQ\ FODVVLILHV LWV ILQDQFLDO OLDELOLWLHV DV HLWKHU ILQDQFLDO OLDELOLWLHV DW IDLU YDOXH WKURXJK
SURILWRUORVVRURWKHUOLDELOLWLHV6XEVHTXHQWWRLQLWLDOUHFRJQLWLRQRWKHUOLDELOLWLHVDUHPHDVXUHGDW
DPRUWL]HGFRVWXVLQJWKHHIIHFWLYHLQWHUHVWPHWKRG)LQDQFLDOOLDELOLWLHVDWIDLUYDOXHDUHVWDWHGDW
IDLUYDOXHZLWKFKDQJHVEHLQJUHFRJQL]HGLQSURILWRUORVV
&ODVVLILFDWLRQRI)LQDQFLDO,QVWUXPHQWV
7KH&RPSDQ\FODVVLILHVLWVILQDQFLDODVVHWVDQGOLDELOLWLHVGHSHQGLQJRQWKHSXUSRVHIRUZKLFKWKH
ILQDQFLDO LQVWUXPHQWV ZHUH DFTXLUHG WKHLU FKDUDFWHULVWLFV DQG PDQDJHPHQW LQWHQW DV RXWOLQHG
EHORZ
)LQDQFLDO,QVWUXPHQWV

&ODVVLILFDWLRQ

&DVK 6KRUWWHUPLQYHVWPHQW

)DLUYDOXHWKURXJKSURILWRUORVV

$FFRXQWVUHFHLYDEOH

/RDQVDQGUHFHLYDEOHV

$FFRXQWVSD\DEOH

2WKHUILQDQFLDOOLDELOLWLHV

/RQJWHUPGHEW

2WKHUILQDQFLDOOLDELOLWLHV

/RDQVSD\DEOH±UHODWHGSDUWLHV

2WKHUILQDQFLDOOLDELOLWLHV

)LQDQFLDO,QVWUXPHQWVDQG2WKHU7UDQVIHUV
7KH&RPSDQ\¶VILQDQFLDOLQVWUXPHQWVFRQVLVWRIFDVKVKRUWWHUPLQYHVWPHQWVIXQGVKHOGLQWUXVW
DFFRXQWV SD\DEOH DFFUXHG OLDELOLWLHV DQG GXH WR UHODWHG SDUWLHV 8QOHVV RWKHUZLVH QRWHG LW LV
PDQDJHPHQW¶V RSLQLRQ WKDW WKH &RPSDQ\ LV QRW H[SRVHG WR VLJQLILFDQW PDUNHW LQWHUHVW UDWH
OLTXLGLW\ RU FUHGLW ULVNV DULVLQJ IURP WKHVH ILQDQFLDO LQVWUXPHQWV 7KH FDUU\LQJ YDOXHV RI WKHVH
ILQDQFLDOLQVWUXPHQWVDSSUR[LPDWHWKHLUIDLUYDOXHV)LQDQFLDOLQVWUXPHQWVUHFRUGHGDWIDLUYDOXH
DUHFODVVLILHGXVLQJDIDLUYDOXHKLHUDUFK\WKDWUHIOHFWVWKHVLJQLILFDQFHRIWKHLQSXWVWRIDLUYDOXH
PHDVXUHPHQWV7KHWKUHHOHYHOVRIKLHUDUFK\DUH
/HYHO 8QDGMXVWHGTXRWHGSULFHVLQDFWLYHPDUNHWVIRULGHQWLFDODVVHWVRUOLDELOLWLHV
/HYHO ,QSXWVRWKHUWKDQTXRWHGSULFHVWKDWDUHREVHUYDEOHIRUWKHDVVHWRUOLDELOLW\HLWKHU
GLUHFWO\RULQGLUHFWO\DQG
/HYHO ,QSXWVIRUWKHDVVHWRUOLDELOLW\WKDWDUHQRWEDVHGRQREVHUYDEOHPDUNHWGDWD
5LVN)DFWRUV
ϵ










7KH IROORZLQJ VSHFLILF IDFWRUV FRXOG PDWHULDOO\ DGYHUVHO\ DIIHFW WKH &RPSDQ\ 6RPH RI WKH
IROORZLQJ IDFWRUV DUH LQWHUUHODWHG DQG FRQVHTXHQWO\ LQYHVWRUV VKRXOG WUHDW VXFK ULVN IDFWRUV
DFFRUGLQJO\7KHVHULVNVDQGXQFHUWDLQWLHVDUHQRWWKHRQO\RQHVWKDWFRXOGDIIHFWWKH&RPSDQ\
DQG DGGLWLRQDO ULVNV DQG XQFHUWDLQWLHV QRW FXUUHQWO\ NQRZQ WR WKH &RPSDQ\ RU WKDW LW FXUUHQWO\
GHHPV WR EH LPPDWHULDO PD\ DOVR LPSDLU WKH EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI
RSHUDWLRQVRIWKH&RPSDQ\,IDQ\RIWKHIROORZLQJULVNVRURWKHUULVNVRFFXUWKH\FRXOGKDYHD
PDWHULDODGYHUVHHIIHFWRQWKH&RPSDQ\¶VEXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV
7KHUHLVQRDVVXUDQFHWKDWDQ\ULVNPDQDJHPHQWVWHSVWDNHQE\WKH&RPSDQ\ZLOODYRLGIXWXUH
ORVVGXHWRWKHRFFXUUHQFHRIWKHULVNVGHVFULEHGEHORZRURWKHUXQIRUHVHHQULVNV
&DQQDELV &RQWLQXHV WR EH D &RQWUROOHG 6XEVWDQFH XQGHU WKH 8QLWHG 6WDWHV )HGHUDO
&RQWUROOHG6XEVWDQFHV$FW
7KH &RPSDQ\ ZLOO EH HQJDJHG LQ WKH PDQXIDFWXULQJ PDQDJHPHQW SDFNDJLQJODEHOOLQJ
DGYHUWLVLQJ VDOH WUDQVSRUWDWLRQ VWRUDJH DQG GLVSRVDO RIFDQQDELV EXW DOVR LQFOXGLQJ ODZV DQG
UHJXODWLRQVUHODWLQJWRGUXJVFRQWUROOHGVXEVWDQFHVKHDOWKDQGVDIHW\WKHFRQGXFWRIRSHUDWLRQV
DQGWKHSURWHFWLRQRIWKHHQYLURQPHQW7KLUW\RQHVWDWHVWKH'LVWULFWRI&ROXPELD3XHUWR5LFR
DQG*XDPKDYHOHJDOL]HGPHGLFDOFDQQDELVLQVRPHIRUPDOWKRXJKQRWDOORIWKRVHVWDWHVKDYH
IXOO\LPSOHPHQWHGWKHLUOHJDOL]DWLRQSURJUDPV1LQHRIWKRVHVWDWHVDQGWKH'LVWULFWRI&ROXPELD
KDYHOHJDOL]HGFDQQDELVIRUDGXOWXVH)LIWHHQDGGLWLRQDOVWDWHVKDYHOHJDOL]HGKLJKFDQQDELGLRO
&%'  ORZ 7+& RLOV IRU D OLPLWHG FODVV RI SDWLHQWV 1RWZLWKVWDQGLQJ WKH SHUPLVVLYH UHJXODWRU\
HQYLURQPHQWRIFDQQDELVDWWKHVWDWHOHYHOFDQQDELVFRQWLQXHVWREHFDWHJRUL]HGDVD6FKHGXOH,
FRQWUROOHGVXEVWDQFHXQGHUWKH&RQWUROOHG6XEVWDQFHV$FW FRGLILHGLQ86&$6HFWLRQ 
8QGHU8QLWHG6WDWHVIHGHUDOODZD6FKHGXOH,FRQWUROOHGVXEVWDQFHLVFRQVLGHUHGWRKDYHDKLJK
SRWHQWLDOIRUDEXVHQRDFFHSWHGPHGLFDOXVHLQWKH8QLWHG6WDWHVDQGDODFNRIDFFHSWHGVDIHW\
IRU WKH XVH RI WKH VXEVWDQFH XQGHU PHGLFDO VXSHUYLVLRQ )HGHUDO ODZ SURKLELWV WKH FRPPHUFLDO
SURGXFWLRQ DQG VDOH RI DOO 6FKHGXOH , FRQWUROOHG VXEVWDQFHV DQG DV VXFK FDQQDELVUHODWHG
DFWLYLWLHVLQFOXGLQJZLWKRXWOLPLWDWLRQWKHLPSRUWDWLRQFXOWLYDWLRQPDQXIDFWXUHGLVWULEXWLRQVDOH
DQGSRVVHVVLRQRIFDQQDELVUHPDLQLOOHJDOXQGHU86IHGHUDOODZ,WLVDOVRLOOHJDOWRDLGRUDEHW
VXFKDFWLYLWLHVRUWRFRQVSLUHRUDWWHPSWWRHQJDJHLQVXFKDFWLYLWLHV6WULFWFRPSOLDQFHZLWKVWDWH
DQGORFDOODZVZLWKUHVSHFWWRFDQQDELVPD\QHLWKHUDEVROYHWKH&RPSDQ\RIOLDELOLW\XQGHU86
IHGHUDOODZQRUSURYLGHDGHIHQVHWRDQ\IHGHUDOSURFHHGLQJZKLFKPD\EHEURXJKWDJDLQVWWKH
&RPSDQ\7KH&RPSDQ\¶VLQYROYHPHQWLQVXFKDFWLYLWLHVPD\UHVXOWLQIHGHUDOFLYLODQGRUFULPLQDO
SURVHFXWLRQLQFOXGLQJEXWQRWOLPLWHGWRIRUIHLWXUHRIWKH&RPSDQ\¶VDVVHWV
$Q DSSURSULDWLRQV ULGHU FRQWDLQHG LQ WKH )<    DQG  &RQVROLGDWHG
$SSURSULDWLRQV$FWV IRUPHUO\NQRZQDVWKHµ5RKUDEDFKHU)DUU¶$PHQGPHQW QRZNQRZQDVWKH
5RKUDEDFKHU%OXPHQDXHU$PHQGPHQWDQGFXUUHQWO\SURSRVHGIRUWKHQH[WVSHQGLQJELOODVWKH
-R\FH $PHQGPHQW WKH ³$PHQGPHQW´  SURYLGHV EXGJHWDU\ FRQVWUDLQWV RQ WKH IHGHUDO
JRYHUQPHQW¶VDELOLW\WRLQWHUIHUHZLWKWKHLPSOHPHQWDWLRQRIVWDWHEDVHGPHGLFDOFDQQDELVODZV
7KH1LQWK&LUFXLW&RXUWRI$SSHDOVDQGRWKHUFRXUWVKDYHLQWHUSUHWHGWKHODQJXDJHWRPHDQWKDW
WKH 'HSDUWPHQW RI -XVWLFH ³'2-´  FDQQRW SURVHFXWH PHGLFDO FDQQDELV RSHUDWRUV FRPSO\LQJ
VWULFWO\ZLWKVWDWHPHGLFDOFDQQDELVODZV7KH$PHQGPHQWGRHVQRWSURWHFWVWDWHOHJDODGXOWXVH
ϭϬ










EXVLQHVVHV DQG LI WKH $PHQGPHQW H[SLUHV DQG LV QRW UHQHZHG IHGHUDO SURVHFXWRUV FRXOG
SURVHFXWH HYHQ VWDWHFRPSOLDQW PHGLFDO FDQQDELV RSHUDWRUV IRU FRQGXFW ZLWKLQ WKH ILYH\HDU
VWDWXWHRIOLPLWDWLRQV7KH/HDK\$PHQGPHQWUHPDLQVLQHIIHFWWKURXJK6HSWHPEHUWKHHQGRI
WKHILVFDO\HDUDWZKLFKSRLQW&RQJUHVVZLOOGHFLGHZKHWKHUWRDSSURYHLWVH[WHQVLRQ7KH
$PHQGPHQWZDVDSSURYHGE\YRLFHYRWHLQWKH+RXVH$SSURSULDWLRQV&RPPLWWHHIRUILVFDO\HDU
DQGLQFOXGHGLQWKHILVFDO\HDUELOOLQWURGXFHGLQWKH6HQDWH$SSURSULDWLRQV&RPPLWWHH
1RQHWKHOHVV FRQWLQXHG UHDXWKRUL]DWLRQ RI WKH $PHQGPHQW LV SUHGLFDWHG RQ IXWXUH SROLWLFDO
GHYHORSPHQWVDQGFDQQRWEHJXDUDQWHHG
9LRODWLRQV RI DQ\ IHGHUDO ODZV DQG UHJXODWLRQV FRXOG UHVXOW LQ VLJQLILFDQW ILQHV SHQDOWLHV
DGPLQLVWUDWLYHVDQFWLRQVFRQYLFWLRQVRUVHWWOHPHQWVDULVLQJIURPFLYLOSURFHHGLQJVFRQGXFWHGE\
HLWKHUWKHIHGHUDOJRYHUQPHQWRUSULYDWHFLWL]HQVRUFULPLQDOFKDUJHVDQGSHQDOWLHVLQFOXGLQJEXW
QRWOLPLWHGWRGLVJRUJHPHQWRISURILWVFHVVDWLRQRIEXVLQHVVDFWLYLWLHVGLYHVWLWXUHRUSULVRQWLPH
7KLVFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQWKH&RPSDQ\LQFOXGLQJLWVUHSXWDWLRQDQGDELOLW\WR
FRQGXFWEXVLQHVVLWVKROGLQJ GLUHFWO\RULQGLUHFWO\ RIPHGLFDODQGDGXOWXVHFDQQDELVOLFHQVHVLQ
WKH86LWVILQDQFLDOSRVLWLRQRSHUDWLRQVSURILWDELOLW\RUOLTXLGLW\,QDGGLWLRQLWLVGLIILFXOWIRUWKH
&RPSDQ\WRHVWLPDWHWKHWLPHRUUHVRXUFHVWKDWZRXOGEHQHHGHGIRUWKHLQYHVWLJDWLRQRUGHIHQVH
RIDQ\VXFKPDWWHUVRULWVILQDOUHVROXWLRQEHFDXVHLQSDUWWKHWLPHDQGUHVRXUFHVWKDWPD\EH
QHHGHGDUHGHSHQGHQWRQWKHQDWXUHDQGH[WHQWRIDQ\LQIRUPDWLRQUHTXHVWHGE\WKHDSSOLFDEOH
DXWKRULWLHVLQYROYHGDQGVXFKWLPHRUUHVRXUFHVFRXOGEHVXEVWDQWLDO
6HFWLRQ 7KH&RPSDQ\LVVXEMHFWWRFKDQJHVLQ&DQDGLDQODZVUHJXODWLRQV
DQG JXLGHOLQHV ZKLFK FRXOG DGYHUVHO\ DIIHFW WKH &RPSDQ\¶V IXWXUH
EXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV

,Q&DQDGDFKDQJHVWRVXFKODZVUHJXODWLRQVDQGJXLGHOLQHVGXHWRPDWWHUVEH\RQGWKHFRQWURO
RIWKH&RPSDQ\PD\FDXVHDGYHUVHHIIHFWVWRLWVRSHUDWLRQV7KH&RPSDQ\HQGHDYRUVWRFRPSO\
ZLWKDOOUHOHYDQWODZVUHJXODWLRQVDQGJXLGHOLQHV7RWKHEHVWRIWKH&RPSDQ\¶VNQRZOHGJHWKH
&RPSDQ\LVLQFRPSOLDQFHRULQWKHSURFHVVRIEHLQJDVVHVVHGIRUFRPSOLDQFHZLWKDOOVXFKODZV
UHJXODWLRQVDQGJXLGHOLQHVDVGHVFULEHGHOVHZKHUHLQWKLVSURVSHFWXV
2Q -XQH   WKH &DQDGLDQ )HGHUDO *RYHUQPHQW SDVVHG %LOO & WKH &DQQDELV $FW WR
UHJXODWH WKH SURGXFWLRQ GLVWULEXWLRQ DQG VDOH RI FDQQDELV IRU DGXOW XVH ZLWK D WDUJHW
LPSOHPHQWDWLRQGDWHRI2FWREHU
5LVNVJHQHUDOO\UHODWHGWRWKH&RPSDQ\
7KH&RPSDQ\FDQQRWDVVXUHSURILWDELOLW\7KH&RPSDQ\LVDGHYHORSPHQWVWDJHFRPSDQ\ZLWK
QRRSHUDWLQJKLVWRU\DQGDKLVWRU\RIORVVHV

ϭϭ










7KLV GLIILFXOW\ LV FRPSRXQGHG E\ WKHIDFWWKDW WKH &RPSDQ\ RSHUDWHV LQWKH FDQQDELV LQGXVWU\
ZKLFK LV FRQWLQXRXVO\ HYROYLQJ 7KXV WKHUH LV QR JXDUDQWHH WKDW WKH &RPSDQ\¶V SURGXFWV RU
VHUYLFHVZLOOEHDWWUDFWLYHWRSRWHQWLDOFRQVXPHUV
7KH &RPSDQ\¶V DFWXDO ILQDQFLDO SRVLWLRQ DQG UHVXOWV RI RSHUDWLRQV PD\ GLIIHU PDWHULDOO\
IURPWKHH[SHFWDWLRQVRIWKH&RPSDQ\¶VPDQDJHPHQW
7KH&RPSDQ\¶VILQDQFHVDQGRSHUDWLRQVPD\GLIIHUPDWHULDOO\IURPPDQDJHPHQW¶VH[SHFWDWLRQV
7KHSURFHVVIRUHVWLPDWLQJWKH&RPSDQ\¶VUHYHQXHQHWLQFRPHDQGFDVKIORZUHTXLUHVVXEMHFWLYH
MXGJPHQW LQ GHWHUPLQLQJ WKH DSSURSULDWH DVVXPSWLRQV DQG HVWLPDWHV 7KHVH HVWLPDWHV DQG
DVVXPSWLRQV PD\ EH UHYLVHG DV DGGLWLRQDO LQIRUPDWLRQ EHFRPHV DYDLODEOH DQG DV DGGLWLRQDO
DQDO\VHV LV SHUIRUPHG +RZHYHU WKHVH DVVXPSWLRQV PD\ QRW SURYH WR EH DFFXUDWH DQG RWKHU
IDFWRUVPD\DIIHFWWKH&RPSDQ\¶VILQDQFLDOFRQGLWLRQDQGRSHUDWLRQV
7KH &RPSDQ\ H[SHFWV WR LQFXU VLJQLILFDQW RQJRLQJ FRVWV DQG REOLJDWLRQV UHODWHG WR LWV
LQYHVWPHQWLQLQIUDVWUXFWXUHJURZWKUHJXODWRU\FRPSOLDQFHDQGRSHUDWLRQV
7KH&RPSDQ\H[SHFWVWRLQFXUVLJQLILFDQWRQJRLQJFRVWVDQGREOLJDWLRQVUHODWHGWRLWVLQYHVWPHQW
LQ JURZWK DQG UHJXODWRU\ FRPSOLDQFH ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH
&RPSDQ\¶V RSHUDWLRQV ILQDQFLDO FRQGLWLRQ DQG FDVK IORZ ,Q DGGLWLRQ FKDQJHV LQ UHJXODWLRQV
KHLJKWHQHGHQIRUFHPHQWWKHUHRIRURWKHUXQDQWLFLSDWHGHYHQWVFRXOGUHTXLUHH[WHQVLYHFKDQJHV
WRWKH&RPSDQ\¶VRSHUDWLRQVLQFUHDVHFRPSOLDQFHFRVWVRUJHQHUDWHPDWHULDOOLDELOLWLHV$Q\RI
WKHVH RFFXUUHQFHV FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH &RPSDQ\¶V RSHUDWLRQV DQG
ILQDQFLDOFRQGLWLRQ7KH&RPSDQ\¶VHIIRUWVWRJURZPD\EHFRVWOLHUWKDQLWH[SHFWVDQGLWPD\QRW
EH DEOHWR LQFUHDVH LWV UHYHQXH VXIILFLHQWO\ WR RIIVHW KLJKHU RSHUDWLQJ H[SHQVHV7KH &RPSDQ\
PD\LQFXUVLJQLILFDQWORVVHVLQWKHIXWXUHIRUDQXPEHURIUHDVRQVLQFOXGLQJRWKHUULVNVGHVFULEHG
KHUHLQXQIRUHVHHQH[SHQVHVFRPSOLDQFHRURSHUDWLQJGLIILFXOWLHVFRPSOLFDWLRQVDQGGHOD\VDQG
RWKHUHYHQWVSUHVHQWO\XQNQRZQWRWKH&RPSDQ\
7KH &RPSDQ\ LV VXEMHFW WR FKDQJHV LQ ODZV UHJXODWLRQV DQG JXLGHOLQHV ZKLFK FRXOG
DGYHUVHO\DIIHFWWKH&RPSDQ\¶VIXWXUHEXVLQHVVILQDQFLDOFRQGLWLRQDQGRSHUDWLRQV
7KH &RPSDQ\¶V RSHUDWLRQV ZLOO EH VXEMHFW WR YDULRXV IHGHUDO VWDWH DQG HYHQ ORFDO ODZV
UHJXODWLRQV DQG JXLGHOLQHV UHODWLQJ WR WKH PDQXIDFWXULQJ PDQDJLQJ SDFNDJLQJODEHOOLQJ
DGYHUWLVLQJ VHOOLQJ WUDQVSRUWLQJ VWRULQJ DQG GLVSRVLQJ RI FDQQDELV LQFOXGLQJ ODZV DQG
UHJXODWLRQV UHODWLQJ WR FRQWUROOHG VXEVWDQFHV KHDOWK DQG VDIHW\ WKH FRQGXFW RI EXVLQHVV
RSHUDWLRQV DQG WKH SURWHFWLRQ RI WKH HQYLURQPHQW $FKLHYHPHQW RI WKH &RPSDQ\¶V EXVLQHVV
REMHFWLYHV ZLOO EH FRQWLQJHQW LQ SDUW XSRQFRPSOLDQFH ZLWK DSSOLFDEOH UHJXODWRU\ UHTXLUHPHQWV
DQGREWDLQLQJDOOUHTXLVLWHUHJXODWRU\DSSURYDOV&KDQJHVWRVXFKODZVUHJXODWLRQVDQGJXLGHOLQHV
GXHWRPDWWHUVEH\RQGWKHFRQWURORIWKH&RPSDQ\PD\FDXVHDGYHUVHHIIHFWVWRWKH&RPSDQ\
7KH&RPSDQ\ZLOOEHUHTXLUHGWRREWDLQRUUHQHZIXUWKHUJRYHUQPHQWSHUPLWVDQGOLFHQVHVIRULWV
FRQWHPSODWHGRSHUDWLRQV2EWDLQLQJDPHQGLQJRUUHQHZLQJWKHQHFHVVDU\JRYHUQPHQWDOSHUPLWV
ϭϮ










DQG OLFHQVHV FDQ EH D WLPHFRQVXPLQJ SURFHVV SRWHQWLDOO\ LQYROYLQJ QXPHURXV UHJXODWRU\
DJHQFLHVLQYROYLQJSXEOLFKHDULQJVDQGFRVWO\XQGHUWDNLQJVRQWKH&RPSDQ\¶VSDUW7KHGXUDWLRQ
DQGVXFFHVVRIWKH&RPSDQ\¶VHIIRUWVWRREWDLQDPHQGDQGUHQHZSHUPLWVDQGOLFHQVHVZLOOEH
FRQWLQJHQW XSRQPDQ\ YDULDEOHV QRW ZLWKLQ LWV FRQWURO LQFOXGLQJWKH LQWHUSUHWDWLRQ RI DSSOLFDEOH
UHTXLUHPHQWVLPSOHPHQWHGE\WKHUHOHYDQWSHUPLWWLQJRUOLFHQVLQJDXWKRULW\7KH&RPSDQ\PD\
QRWEHDEOHWRREWDLQDPHQGRUUHQHZSHUPLWVRUOLFHQVHVWKDWDUHQHFHVVDU\WRLWVRSHUDWLRQV
$Q\ XQH[SHFWHG GHOD\V RU FRVWV DVVRFLDWHG ZLWK WKH SHUPLWWLQJ DQG OLFHQVLQJ SURFHVV FRXOG
LPSHGHWKHRQJRLQJRUSURSRVHGRSHUDWLRQVRIWKH&RPSDQ\7RWKHH[WHQWSHUPLWVRUOLFHQVHV
DUHQRWREWDLQHGDPHQGHGRUUHQHZHGRUDUHVXEVHTXHQWO\VXVSHQGHGRUUHYRNHGWKH&RPSDQ\
PD\ EH FXUWDLOHG RU SURKLELWHG IURP SURFHHGLQJ ZLWK LWV RQJRLQJ RSHUDWLRQV RU SODQQHG
GHYHORSPHQW DQG FRPPHUFLDOL]DWLRQ DFWLYLWLHV 6XFK FXUWDLOPHQW RU SURKLELWLRQ PD\ UHVXOW LQ D
PDWHULDODGYHUVHHIIHFWRQWKH&RPSDQ\¶VEXVLQHVVILQDQFLDOFRQGLWLRQUHVXOWVRIRSHUDWLRQVRU
SURVSHFWV
7KHUHLVQRDVVXUDQFHWKDWWKH&RPSDQ\¶VOLFHQVHVZLOOEHUHQHZHGE\HDFKDSSOLFDEOHUHJXODWRU\
DXWKRULW\LQWKHIXWXUHLQDWLPHO\PDQQHU$Q\XQH[SHFWHGGHOD\VRUFRVWVDVVRFLDWHGZLWKWKH
OLFHQVLQJUHQHZDOSURFHVVIRUDQ\RIWKHOLFHQVHVKHOGE\WKH&RPSDQ\FRXOGLPSHGHWKHRQJRLQJ
RU SODQQHG RSHUDWLRQV RI WKH &RPSDQ\ DQG KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH &RPSDQ\¶V
EXVLQHVVILQDQFLDOFRQGLWLRQUHVXOWVRIRSHUDWLRQVRUSURVSHFWV
7KH &RPSDQ\ PD\ EHFRPH LQYROYHG LQ D QXPEHU RI JRYHUQPHQW RU DJHQF\ SURFHHGLQJV
LQYHVWLJDWLRQVDQGDXGLWV7KHRXWFRPHRIDQ\UHJXODWRU\RUDJHQF\SURFHHGLQJVLQYHVWLJDWLRQV
DXGLWVDQGRWKHUFRQWLQJHQFLHVFRXOGKDUPWKH&RPSDQ\¶VUHSXWDWLRQUHTXLUHWKH&RPSDQ\WR
WDNHRUUHIUDLQIURPWDNLQJDFWLRQVWKDWFRXOGKDUPLWVRSHUDWLRQVRUUHTXLUHWKH&RPSDQ\WRSD\
VXEVWDQWLDODPRXQWVRIPRQH\KDUPLQJLWVILQDQFLDOFRQGLWLRQ7KHUHFDQEHQRDVVXUDQFHWKDW
DQ\SHQGLQJRUIXWXUHUHJXODWRU\RUDJHQF\SURFHHGLQJVLQYHVWLJDWLRQVDQGDXGLWVZLOOQRWUHVXOW
LQVXEVWDQWLDOFRVWVRUDGLYHUVLRQRIPDQDJHPHQW¶VDWWHQWLRQDQGUHVRXUFHVRUKDYHDPDWHULDO
DGYHUVH LPSDFW RQ WKH &RPSDQ\¶V EXVLQHVV ILQDQFLDO FRQGLWLRQ UHVXOWV RI RSHUDWLRQV RU
SURVSHFWV
7KH&RPSDQ\HQGHDYRUVWRFRPSO\ZLWKDOOUHOHYDQWODZVUHJXODWLRQVDQGJXLGHOLQHV+RZHYHU
FKDQJHV WR VXFK ODZV UHJXODWLRQV DQG JXLGHOLQHV GXH WR PDWWHUV EH\RQG WKH FRQWURO RI WKH
&RPSDQ\PD\FDXVHDGYHUVHHIIHFWVWRLWVRSHUDWLRQV7RWKHEHVWRIWKH&RPSDQ\¶VNQRZOHGJH
WKH&RPSDQ\LVLQFRPSOLDQFHRULQWKHSURFHVVRIEHLQJDVVHVVHGIRUFRPSOLDQFHZLWKDOOVXFK
VWDWHODZVUHJXODWLRQVDQGJXLGHOLQHVDVGHVFULEHGHOVHZKHUHLQWKLVSURVSHFWXV
7KH &RPSDQ\ LV VXEMHFW WR XQFHUWDLQW\ DQG FKDQJH UHJDUGLQJ WKH OHJDO DQG UHJXODWRU\
VWDWXVRIFDQQDELV
$FKLHYHPHQWRIWKH&RPSDQ\¶VEXVLQHVVREMHFWLYHVLVFRQWLQJHQWLQSDUWXSRQFRPSO\LQJZLWK
RWKHUUHJXODWRU\UHTXLUHPHQWVHQDFWHGE\JRYHUQPHQWDODXWKRULWLHVDQGREWDLQLQJRWKHUUHTXLUHG
UHJXODWRU\DSSURYDOV7KH&RPSDQ\ZLOOLQFXURQJRLQJFRVWVDQGREOLJDWLRQVUHODWHGWRUHJXODWRU\
FRPSOLDQFH7KHUHJXODWRU\UHJLPHZKLFKRYHUVHHVFDQQDELVLVXQGHUJRLQJVLJQLILFDQWSURSRVHG
ϭϯ










FKDQJHVDQGWKH&RPSDQ\FDQQRWSUHGLFWWKHLPSDFWRIWKRVHFKDQJHVRQLWVEXVLQHVV6LPLODUO\
WKH &RPSDQ\ FDQQRW SUHGLFW D WLPHOLQH IRU VHFXULQJ WKH DSSURSULDWH UHJXODWRU\ DSSURYDOV DQG
OLFHQVHV IRU LWV SURGXFWV RU WKH H[WHQW RI WHVWLQJ DQG GRFXPHQWDWLRQ WKDW PD\ EH UHTXLUHG E\
JRYHUQPHQW DXWKRULWLHV $Q\ GHOD\V RU IDLOXUHV LQ REWDLQLQJ UHTXLUHG UHJXODWRU\ DSSURYDOV PD\
VLJQLILFDQWO\GHOD\RULPSDFWWKHGHYHORSPHQWRIPDUNHWVSURGXFWVDQGVDOHVLQLWLDWLYHVDQGFRXOG
KDYHDPDWHULDODGYHUVHHIIHFWRQWKHEXVLQHVVRSHUDWLRQVDQGILQDQFHVRIWKH&RPSDQ\)DLOXUH
WR DGDSW DQG FRPSO\ ZLWK UHJXODWLRQV PD\ UHVXOW LQ DGGLWLRQDO FRVWV IRU WKH &RPSDQ\ WKURXJK
FRUUHFWLYH PHDVXUHV SHQDOWLHV DQG LQFUHDVHG UHVWULFWLRQV RQ WKH &RPSDQ\¶V RSHUDWLRQV ,Q
DGGLWLRQFKDQJHVWRUHJXODWLRQVKHLJKWHQHGHQIRUFHPHQWWKHUHRIDQGRWKHUXQDQWLFLSDWHGHYHQWV
FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH &RPSDQ\¶V RSHUDWLRQV DQG ILQDQFHV E\ UHTXLULQJ
H[WHQVLYH FKDQJHV WR WKH &RPSDQ\¶V RSHUDWLRQV LQFUHDVLQJ FRPSOLDQFH FRVWV JHQHUDWLQJ
PDWHULDOOLDELOLWLHVDQGHIIHFWLQJRWKHUDVSHFWVRIWKH&RPSDQ\WKDWDUHFXUUHQWO\XQNQRZQ
$SSURDFKWR)HGHUDO(QIRUFHPHQWRI&DQQDELV/DZVPD\EH6XEMHFWWR&KDQJH
$V D UHVXOW RI WKH FRQIOLFWLQJ YLHZV EHWZHHQ VWDWH OHJLVODWXUHV DQG WKH IHGHUDO JRYHUQPHQW
UHJDUGLQJFDQQDELVLQYHVWPHQWVLQDQGWKHRSHUDWLRQVRIFDQQDELVEXVLQHVVHVLQWKH86DUH
VXEMHFWWRLQFRQVLVWHQWOHJLVODWLRQDQGUHJXODWLRQ7KH&ROH0HPR DVGHILQHGEHORZ DQGRWKHU
2EDPDHUDFDQQDELVSROLF\JXLGDQFHGLVFXVVHGEHORZSURYLGHGDQGVWLOOSURYLGHWKHIUDPHZRUN
IRU PDQDJLQJ WKH WHQVLRQ EHWZHHQ IHGHUDO DQG VWDWH FDQQDELV ODZV $OWKRXJK PRVW RI WKHVH
SROLFLHVDUHQRORQJHULQHIIHFWWKH\DQGWKHHQIRUFHPHQWSULRULWLHVHVWDEOLVKHGZLWKLQDSSHDUWR
FRQWLQXH WR EH H[HPSOLILHG GXULQJ WKH 7UXPS DGPLQLVWUDWLRQ DQG UHPDLQ LPSRUWDQW IDFWRUV WKDW
LQIRUPWKHSDVWDQGIXWXUHWUHQGRIVWDWHEDVHGOHJDOL]DWLRQ
2Q $XJXVW   WKH '2- LVVXHG D PHPRUDQGXP NQRZQ DV WKH ³&ROH 0HPR´ WR DOO 86
$WWRUQH\V¶RIILFHV IHGHUDOSURVHFXWRUV 7KH&ROH0HPRGLUHFWHG86$WWRUQH\VQRWWRSULRULWL]H
WKH HQIRUFHPHQW RIIHGHUDO FDQQDELV ODZV DJDLQVW LQGLYLGXDOV DQG EXVLQHVVHV WKDW FRPSO\ ZLWK
VWDWH PHGLFDO RU DGXOWXVH FDQQDELV UHJXODWRU\ SURJUDPV SURYLGHG FHUWDLQ HQXPHUDWHG
HQIRUFHPHQWSULRULWLHV VXFKDVGLYHUVLRQRUVDOHRIFDQQDELVWRPLQRUV ZHUHQRWLPSOLFDWHG,Q
DGGLWLRQ WR JHQHUDO SURVHFXWRULDO JXLGDQFH LVVXHG E\ WKH '2- WKH 86 'HSDUWPHQW RI WKH
7UHDVXU\¶V )LQDQFLDO &ULPHV (QIRUFHPHQW 1HWZRUN ³)LQ&(1´  LVVXHG D PHPRUDQGXP RQ
)HEUXDU\   RXWOLQLQJ %DQN 6HFUHF\ $FWFRPSOLDQW SDWKZD\V IRU ILQDQFLDO LQVWLWXWLRQV WR
VHUYLFHVWDWHVDQFWLRQHGFDQQDELVEXVLQHVVHVZKLFKHFKRHGWKHHQIRUFHPHQWSULRULWLHVRXWOLQHG
LQWKH&ROH0HPR WKH³)LQ&(10HPRUDQGXP´ 2QWKHVDPHGD\WKH)LQ&(10HPRUDQGXP
ZDVSXEOLVKHGWKH'2-LVVXHGFRPSOLPHQWDU\SROLF\JXLGDQFHGLUHFWLQJSURVHFXWRUVWRDSSO\WKH
HQIRUFHPHQWSULRULWLHVRIWKH&ROH0HPRZKHQGHWHUPLQLQJZKHWKHUWRSURVHFXWHLQGLYLGXDOVRU
LQVWLWXWLRQVZLWKFULPHVUHODWHGWRILQDQFLDOWUDQVDFWLRQVLQYROYLQJWKHSURFHHGVRIFDQQDELVUHODWHG
DFWLYLWLHV WKH³&ROH%DQNLQJ0HPRUDQGXP´ 
2Q-DQXDU\$WWRUQH\*HQHUDO-HII6HVVLRQVUHVFLQGHGWKH&ROH0HPRWKH&ROH%DQNLQJ
0HPRUDQGXPDQGDOORWKHUUHODWHG2EDPDHUD'2-FDQQDELVHQIRUFHPHQWJXLGDQFH:KLOHWKH
UHVFLVVLRQGLGQRWFKDQJHIHGHUDOODZDVWKH&ROH0HPRDQGRWKHU'2-JXLGDQFHGRFXPHQWV
ZHUHQRWWKHPVHOYHVODZVWKHUHVFLVVLRQUHPRYHGWKH'2-¶VIRUPDOSROLF\WKDWVWDWHUHJXODWHG
ϭϰ










FDQQDELVEXVLQHVVHVLQFRPSOLDQFHZLWKWKH&ROH0HPRJXLGHOLQHVVKRXOGQRWEHDSURVHFXWRULDO
SULRULW\1RWDEO\$WWRUQH\*HQHUDO6HVVLRQV¶UHVFLVVLRQRIWKH&ROH0HPRDQGWKH&ROH%DQNLQJ
0HPRUDQGXPKDVQRWDIIHFWHGWKHVWDWXVRIWKH)LQ&(10HPRUDQGXPLVVXHGE\WKH'HSDUWPHQW
RI 7UHDVXU\ ZKLFK UHPDLQV LQ HIIHFW ,Q DGGLWLRQ WR KLV UHVFLVVLRQ RI WKH &ROH 0HPR $WWRUQH\
*HQHUDO 6HVVLRQV LVVXHG D RQHSDJH PHPRUDQGXP NQRZQ DV WKH ³6HVVLRQV 0HPRUDQGXP´
7KH6HVVLRQV0HPRUDQGXPH[SODLQVWKH'2-¶VUDWLRQDOHIRUUHVFLQGLQJDOOSDVW'2-FDQQDELV
HQIRUFHPHQWJXLGDQFHFODLPLQJWKDW2EDPDHUDHQIRUFHPHQWSROLFLHVDUH³XQQHFHVVDU\´GXHWR
H[LVWLQJ JHQHUDO HQIRUFHPHQW JXLGDQFH DGRSWHG LQ WKH V LQ FKDSWHU  RI WKH 86
$WWRUQH\¶V0DQXDO WKH³86$0´ 7KH86$0HQIRUFHPHQWSULRULWLHVOLNHWKRVHRIWKH&ROH0HPR
DUHEDVHGRQWKHXVHRIWKHIHGHUDOJRYHUQPHQW¶VOLPLWHGUHVRXUFHVDQGLQFOXGH³ODZHQIRUFHPHQW
SULRULWLHV VHW E\ WKH $WWRUQH\ *HQHUDO´ WKH ³VHULRXVQHVV´ RI WKH DOOHJHG FULPHV WKH ³GHWHUUHQW
HIIHFWRIFULPLQDOSURVHFXWLRQ´DQG³WKHFXPXODWLYHLPSDFWRISDUWLFXODUFULPHVRQWKHFRPPXQLW\´
$OWKRXJKWKH6HVVLRQV0HPRUDQGXPHPSKDVL]HVWKDWFDQQDELVLVDIHGHUDOO\LOOHJDO6FKHGXOH,
FRQWUROOHGVXEVWDQFHLWGRHVQRWRWKHUZLVHLQVWUXFW86$WWRUQH\VWRFRQVLGHUWKHSURVHFXWLRQRI
FDQQDELVUHODWHGRIIHQVHVD'2-SULRULW\DQGLQSUDFWLFHPRVW86$WWRUQH\VKDYHQRWFKDQJHG
WKHLUSURVHFXWRULDODSSURDFKWKXVIDU'XHWRWKHODFNRIVSHFLILFGLUHFWLRQWKDWZDVJLYHQWRIHGHUDO
SURVHFXWRUVLQWKH6HVVLRQV0HPRUDQGXPDVWRWKHSULRULW\WKH\VKRXOGDVFULEHWRVXFKFDQQDELV
DFWLYLWLHVWKHUHFDQEHQRDVVXUDQFHWKDWWKHIHGHUDOJRYHUQPHQWZLOOQRWVHHNWRSURVHFXWHFDVHV
LQYROYLQJFDQQDELVEXVLQHVVHVWKDWDUHRWKHUZLVHFRPSOLDQWZLWKVWDWHODZ
6XFKSRWHQWLDOSURFHHGLQJVFRXOGLQYROYHVLJQLILFDQWUHVWULFWLRQVLPSRVHGXSRQWKH&RPSDQ\RU
WKLUG SDUWLHV ZKLOH GLYHUWLQJ WKH DWWHQWLRQ RI NH\ H[HFXWLYHV 6XFK SURFHHGLQJV FRXOG KDYH D
PDWHULDO DGYHUVH HIIHFW RQ WKH &RPSDQ\¶V EXVLQHVV UHYHQXHV RSHUDWLQJ UHVXOWV DQG ILQDQFLDO
FRQGLWLRQ DV ZHOO DV WKH &RPSDQ\¶V UHSXWDWLRQ DQG SURVSHFWV HYHQ LI VXFK SURFHHGLQJV DUH
FRQFOXGHGVXFFHVVIXOO\LQIDYRURIWKH&RPSDQ\,QWKHH[WUHPHFDVHVXFKSURFHHGLQJVFRXOG
XOWLPDWHO\ LQYROYH WKH FULPLQDO SURVHFXWLRQ RI NH\ H[HFXWLYHV RI WKH &RPSDQ\ WKH VHL]XUH RI
FRUSRUDWH DVVHWV DQG FRQVHTXHQWO\ WKH LQDELOLW\ RI WKH &RPSDQ\ WR FRQWLQXH LWV EXVLQHVV
RSHUDWLRQV  6WULFW FRPSOLDQFH ZLWK VWDWH DQG ORFDO ODZV ZLWK UHVSHFW WR FDQQDELV PD\ QHLWKHU
DEVROYH WKH &RPSDQ\ RI OLDELOLW\ XQGHU 86 IHGHUDO ODZ QRU PD\ LW SURYLGH D GHIHQVH WR DQ\
IHGHUDOSURFHHGLQJZKLFKPD\EHEURXJKWDJDLQVWWKH&RPSDQ\$Q\VXFKSURFHHGLQJVEURXJKW
DJDLQVWWKH&RPSDQ\PD\DGYHUVHO\DIIHFWRSHUDWLRQVDQGILQDQFLDOSHUIRUPDQFH7KHUHFDQEH
QR DVVXUDQFHWKDW DQ\ SHQGLQJ RUIXWXUHUHJXODWRU\ RU DJHQF\ SURFHHGLQJV LQYHVWLJDWLRQV DQG
DXGLWVZLOOQRWUHVXOWLQVXEVWDQWLDOFRVWVRUDGLYHUVLRQRIPDQDJHPHQW¶VDWWHQWLRQDQGUHVRXUFHV
RUKDYHDPDWHULDODGYHUVHLPSDFWRQWKH&RPSDQ\¶VEXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRI
RSHUDWLRQ
7KH&RPSDQ\PD\QRWEHDEOHWRLGHQWLI\DQGH[HFXWHIXWXUHDFTXLVLWLRQVRUGLVSRVLWLRQV
RUVXFFHVVIXOO\PDQDJHWKHLPSDFWVRIVXFKWUDQVDFWLRQVRQLWVRSHUDWLRQV
0DWHULDO DFTXLVLWLRQV GLVSRVLWLRQV DQG RWKHU VWUDWHJLF WUDQVDFWLRQV LQYROYH D QXPEHU RI ULVNV
LQFOXGLQJ L SRWHQWLDO GLVUXSWLRQV RI WKH &RPSDQ\¶V RQJRLQJ EXVLQHVV LL GLVWUDFWLRQV RI
PDQDJHPHQW LLL WKH &RPSDQ\ PD\ EHFRPH PRUH ILQDQFLDOO\ OHYHUDJHG LY WKH DQWLFLSDWHG
EHQHILWVDQGFRVWVDYLQJVPD\QRWEHUHDOL]HGIXOO\RUDWDOODQGPD\WDNHORQJHUWKDQH[SHFWHG
ϭϱ










Y DQ LQFUHDVH LQ WKH VFRSH DQG FRPSOH[LW\ RI WKH &RPSDQ\¶V RSHUDWLRQV DQG YL D ORVV RU
UHGXFWLRQRIFRQWURORYHUFHUWDLQ&RPSDQ\DVVHWV
7KHSUHVHQFHRIRQHRUPRUHPDWHULDOOLDELOLWLHVRIDQDFTXLUHGFRPSDQ\WKDWDUHXQNQRZQWRWKH
&RPSDQ\ DW WKH WLPH RI DFTXLVLWLRQ FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH &RPSDQ\¶V
RSHUDWLRQVEXVLQHVVSURVSHFWVDQGILQDQFHV$VWUDWHJLFWUDQVDFWLRQPD\UHVXOWLQDVLJQLILFDQW
FKDQJH WR WKH &RPSDQ\¶V EXVLQHVV RSHUDWLRQV DQG VWUDWHJ\ ,Q DGGLWLRQ WKH &RPSDQ\ PD\
HQFRXQWHU XQIRUHVHHQ REVWDFOHV RU FRVWV LQ LPSOHPHQWLQJ D VWUDWHJLFWUDQVDFWLRQ RU LQWHJUDWLQJ
DQ\DFTXLUHGEXVLQHVVLQWRWKH&RPSDQ\¶VRSHUDWLRQV
7KH&RPSDQ\PD\QRWEHDEOHWRGHYHORSLWVSURGXFWVZKLFKFRXOGSUHYHQWLWIURPHYHU
EHFRPLQJSURILWDEOH
,I WKH &RPSDQ\ FDQQRW VXFFHVVIXOO\ GHYHORS PDQXIDFWXUH DQG GLVWULEXWH LWV SURGXFWV RU LI WKH
&RPSDQ\ H[SHULHQFHV GLIILFXOWLHV LQ WKH GHYHORSPHQW SURFHVV VXFK DV FDSDFLW\ FRQVWUDLQWV
TXDOLW\ FRQWURO SUREOHPV RU RWKHU GLVUXSWLRQV WKH &RPSDQ\ PD\ QRW EH DEOH WR GHYHORS
PDUNHWUHDG\ FRPPHUFLDO SURGXFWV DW DFFHSWDEOH FRVWV ZKLFK ZRXOG DGYHUVHO\ DIIHFW WKH
&RPSDQ\¶VDELOLW\WRHIIHFWLYHO\HQWHUWKHPDUNHW$IDLOXUHE\WKH&RPSDQ\WRDFKLHYHDORZFRVW
VWUXFWXUHWKURXJKHFRQRPLHVRIVFDOHRULPSURYHPHQWVLQFXOWLYDWLRQDQGPDQXIDFWXULQJSURFHVVHV
ZRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH &RPSDQ\¶V FRPPHUFLDOL]DWLRQ SODQV DQG WKH
&RPSDQ\¶VEXVLQHVVSURVSHFWVUHVXOWVDQGILQDQFHV
7KHUHLVQRDVVXUDQFHWKDWWKH&RPSDQ\ZLOOWXUQDSURILWRUJHQHUDWHLPPHGLDWHUHYHQXHV
7KHUHLVQRDVVXUDQFHWKDWWKH&RPSDQ\ZLOOEHSURILWDEOHHDUQUHYHQXHVRUSD\GLYLGHQGV7KH
&RPSDQ\KDVLQFXUUHGDQGDQWLFLSDWHVWKDWLWZLOOFRQWLQXHWRLQFXUVXEVWDQWLDOH[SHQVHVUHODWLQJ
WRWKHGHYHORSPHQWDQGLQLWLDORSHUDWLRQVRILWVEXVLQHVV
7KH SD\PHQW DQG DPRXQW RI DQ\ IXWXUH GLYLGHQGV ZLOO GHSHQG XSRQ DPRQJ RWKHU WKLQJV WKH
UHVXOWV RI WKH &RPSDQ\¶V RSHUDWLRQV FDVK IORZ ILQDQFLDO FRQGLWLRQ DQG YDULDEOH DQG FDSLWDO
UHTXLUHPHQWV7KHUHLVQRDVVXUDQFHWKDWIXWXUHGLYLGHQGVZLOOEHSDLGDQGLIGLYLGHQGVDUHSDLG
WKHUHLVQRDVVXUDQFHDVWRWKHDPRXQWRIDQ\VXFKGLYLGHQGV
7KH &RPSDQ\ PD\ QRW EH DEOH WR HIIHFWLYHO\ PDQDJH LWV JURZWK DQG RSHUDWLRQV ZKLFK
FRXOGPDWHULDOO\DQGDGYHUVHO\DIIHFWLWVEXVLQHVV
,IWKH&RPSDQ\LPSOHPHQWVLWEXVLQHVVSODQDVLQWHQGHGLWPD\LQWKHIXWXUHH[SHULHQFHUDSLG
JURZWKDQGGHYHORSPHQWLQDUHODWLYHO\VKRUWSHULRGRIWLPH7KHPDQDJHPHQWRIWKLVJURZWKZLOO
UHTXLUHDPRQJRWKHUWKLQJVFRQWLQXHGGHYHORSPHQWRIWKH&RPSDQ\¶VILQDQFLDODQGPDQDJHPHQW
FRQWUROV DQG LQIRUPDWLRQ V\VWHPV VWULQJHQW FRQWURO RI FRVWV WKH DELOLW\ WR DWWUDFW DQG UHWDLQ
TXDOLILHG PDQDJHPHQW SHUVRQQHO DQGWKH WUDLQLQJ RI QHZ SHUVRQQHO 7KH &RPSDQ\ LQWHQGV WR
RXWVRXUFH UHVRXUFHV DQG KLUH DGGLWLRQDO SHUVRQQHO WR PDQDJH LWV H[SHFWHG JURZWK DQG
ϭϲ










H[SDQVLRQ )DLOXUH WR VXFFHVVIXOO\ PDQDJH LWV SRVVLEOH JURZWK DQG GHYHORSPHQW FRXOG KDYH D
PDWHULDODGYHUVHHIIHFWRQWKH&RPSDQ\¶VEXVLQHVVDQGWKHYDOXHRILWVHTXLW\
'LIIHULQJ/RFDO5XOHVDQG5HJXODWLRQV0D\/LPLW$ELOLW\WR([SDQGLQWR1HZ0DUNHWV
([SDQVLRQRIWKH&RPSDQ\¶VEXVLQHVVLQWRQHZPDUNHWVZLWKGLIIHUHQWUXOHVDQGUHJXODWLRQVRU
GLVWDQW IURP WKHQH[LVWLQJ RSHUDWLRQV PD\ QRW VXFFHHG $Q\ VXFK H[SDQVLRQ PD\ H[SRVH WKH
&RPSDQ\ WR QHZ RSHUDWLRQDO UHJXODWRU\ DQGRU OHJDO ULVNV ,Q DGGLWLRQ H[SDQGLQJ LQWR QHZ
ORFDOLWLHVPD\VXEMHFWWKH&RPSDQ\WRXQIDPLOLDURUXQFHUWDLQORFDOUXOHVDQGUHJXODWLRQVWKDWPD\
DGYHUVHO\ DIIHFW WKH RSHUDWLRQV RI WKH &RPSDQ\ )RU H[DPSOH GLIIHUHQW ORFDOLWLHV PD\ LPSRVH
GLIIHUHQWUXOHVRQKRZFDQQDELVPD\EHFXOWLYDWHGPDQXIDFWXUHGSURFHVVHGGLVWULEXWHGDQGRU
WUDQVSRUWHG 1HZO\ HQWHUHG ORFDOLWLHV PD\ DOVR KDYH FRPSHWLWLYH FRQGLWLRQV FRQVXPHU
SUHIHUHQFHVDQGVSHQGLQJSDWWHUQVWKDWDUHPRUHGLIILFXOWWRSUHGLFWRUVDWLVI\WKDQWKHH[LVWLQJ
PDUNHWV
)XUWKHUWKHUHFDQEHQRDVVXUDQFHWKDWVWDWHODZVOHJDOL]LQJDQGUHJXODWLQJWKHVDOHDQGXVHRI
FDQQDELVZLOOQRWEHUHSHDOHGRURYHUWXUQHGRUWKDWORFDOJRYHUQPHQWDODXWKRULWLHVZLOOQRWOLPLW
WKHDSSOLFDELOLW\RIVWDWHODZVZLWKLQWKHLUUHVSHFWLYHMXULVGLFWLRQV,WLVDOVRLPSRUWDQWWRQRWHWKDW
ORFDODQGFLW\RUGLQDQFHVPD\VWULFWO\OLPLWDQGRUUHVWULFWWKHGLVWULEXWLRQRIFDQQDELVLQDPDQQHU
WKDWFRXOGPDNHLWH[WUHPHO\GLIILFXOWRULPSRVVLEOHWRWUDQVDFWEXVLQHVVLQWKHFDQQDELVLQGXVWU\
,IWKHIHGHUDOJRYHUQPHQWEHJLQVWRHQIRUFHIHGHUDOODZVUHODWLQJWRFDQQDELVLQVWDWHVZKHUHLWV
VDOHDQGXVHLVFXUUHQWO\OHJDORULIH[LVWLQJVWDWHODZVDUHUHSHDOHGRUFXUWDLOHGWKH&RPSDQ\¶V
EXVLQHVV RSHUDWLRQV ZRXOG EH PDWHULDOO\ DQG DGYHUVHO\ DIIHFWHG )HGHUDO DFWLRQV DJDLQVW DQ\
LQGLYLGXDORUHQWLW\HQJDJHGLQWKHFDQQDELVLQGXVWU\RUDVXEVWDQWLDOUHSHDORIPDULMXDQDUHODWHG
OHJLVODWLRQFRXOGDGYHUVHO\DIIHFWWKHFRPSDQ\LWVEXVLQHVVRSHUDWLRQVDQGLWVLQYHVWPHQWV
7KH &RPSDQ\ PD\ EH VXEMHFW WR ULVNV UHODWHG WR WKH SURWHFWLRQ DQG HQIRUFHPHQW RI LWV
LQWHOOHFWXDOSURSHUW\ULJKWVDQGPD\EHFRPHVXEMHFWWRDOOHJDWLRQVWKDWWKH&RPSDQ\LVLQ
YLRODWLRQRILQWHOOHFWXDOSURSHUW\ULJKWVRIWKLUGSDUWLHV
$VORQJDVFDQQDELVUHPDLQVLOOHJDOXQGHU86IHGHUDOODZWKHEHQHILWRIFHUWDLQIHGHUDOODZVDQG
SURWHFWLRQVZKLFKPD\EHDYDLODEOHWRPRVWEXVLQHVVHVVXFKDVIHGHUDOWUDGHPDUNDQGSDWHQW
SURWHFWLRQUHJDUGLQJWKHLQWHOOHFWXDOSURSHUW\RIDEXVLQHVVPD\QRWEHDYDLODEOHWRWKH&RPSDQ\
$VDUHVXOWWKH&RPSDQ\¶VLQWHOOHFWXDOSURSHUW\PD\QHYHUEHDGHTXDWHO\RUVXIILFLHQWO\SURWHFWHG
DJDLQVWWKHXVHRUPLVDSSURSULDWLRQE\WKLUGSDUWLHV,QDGGLWLRQVLQFHWKHUHJXODWRU\IUDPHZRUN
RIWKHFDQQDELVLQGXVWU\LVLQDFRQVWDQWVWDWHRIIOX[WKH&RPSDQ\FDQSURYLGHQRDVVXUDQFHWKDW
LWZLOOHYHUREWDLQDQ\SURWHFWLRQRILWVLQWHOOHFWXDOSURSHUW\ZKHWKHURQDIHGHUDOVWDWHRUORFDO
OHYHO
7KHRZQHUVKLSDQGSURWHFWLRQRIWKH&RPSDQ\¶VLQWHOOHFWXDOSURSHUW\ULJKWVLVDVLJQLILFDQWDVSHFW
RI WKH &RPSDQ\¶V IXWXUH VXFFHVV &XUUHQWO\ WKH &RPSDQ\ UHOLHV RQ WUDGH VHFUHWV WHFKQLFDO
NQRZKRZDQGSURSULHWDU\LQIRUPDWLRQWKDWDUHQRWSURWHFWHGE\SDWHQWVWRPDLQWDLQLWVFRPSHWLWLYH
SRVLWLRQ7KHFRPSDQ\WULHVWRSURWHFWVXFKLQWHOOHFWXDOSURSHUW\E\HQWHULQJLQWRFRQILGHQWLDOLW\
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DJUHHPHQWVZLWKSDUWLHVWKDWKDYHDFFHVVWRLWVXFKDVLWVSDUWQHUVFROODERUDWRUVHPSOR\HHVDQG
FRQVXOWDQWV ,I DQ\ RI WKHVH SDUWLHV EUHDFK WKHVH DJUHHPHQWV WKH &RPSDQ\ PD\ QRW KDYH
DGHTXDWHUHPHGLHVDYDLODEOH$GGLWLRQDOO\WKH&RPSDQ\¶VWUDGHVHFUHWVDQGWHFKQLFDONQRZKRZ
ZKLFK DUH QRW SURWHFWHG E\ SDWHQWV PD\ RWKHUZLVH EHFRPH NQRZQ WR RU EH LQGHSHQGHQWO\
GHYHORSHGE\FRPSHWLWRUVLQZKLFKFDVHLWVEXVLQHVVILQDQFLDOFRQGLWLRQDQGRSHUDWLRQVFRXOG
EHPDWHULDOO\DGYHUVHO\DIIHFWHG
8QDXWKRUL]HG SDUWLHV PD\ DWWHPSW WR UHSOLFDWH RU RWKHUZLVH REWDLQ DQG XVH WKH &RPSDQ\¶V
SURGXFWV WUDGH VHFUHWV WHFKQLFDO NQRZKRZ DQG SURSULHWDU\ LQIRUPDWLRQ 3ROLFLQJ WKH
XQDXWKRUL]HG XVH RI WKH &RPSDQ\¶V FXUUHQW RU IXWXUH LQWHOOHFWXDO SURSHUW\ ULJKWV DQG HQIRUFLQJ
WKRVH ULJKWV FRXOG EH GLIILFXOW H[SHQVLYH WLPHFRQVXPLQJ DQG XQSUHGLFWDEOH ,GHQWLI\LQJ
XQDXWKRUL]HG XVH RI LQWHOOHFWXDO SURSHUW\ ULJKWV LV GLIILFXOW DQG WKH &RPSDQ\ PD\ EH XQDEOH WR
HIIHFWLYHO\ PRQLWRU DQG HYDOXDWH WKH SURGXFWV EHLQJ GLVWULEXWHG E\ LWV FRPSHWLWRUV DQG WKH
SURFHVVHVXVHGWRSURGXFHVXFKSURGXFWV$GGLWLRQDOO\VRPHRUDOORIWKH&RPSDQ\¶VFXUUHQWRU
IXWXUH WUDGHPDUNV SDWHQWV SURSULHWDU\ NQRZKRZ DUUDQJHPHQWV DJUHHPHQWV RU RWKHU
LQWHOOHFWXDOSURSHUW\ULJKWVVHHNLQJWRSURWHFWWKH&RPSDQ\PD\EHIRXQGLQYDOLGQRWLQIULQJHG
XQHQIRUFHDEOH RU DQWLFRPSHWLWLYH LQ DQ LQIULQJHPHQW SURFHHGLQJ $Q DGYHUVH UHVXOW LQ DQ\
OLWLJDWLRQ RU GHIHQVH SURFHHGLQJV FRXOG SXW RQH RU PRUH RI WKH &RPSDQ\¶V FXUUHQW RU IXWXUH
WUDGHPDUNVSDWHQWVRURWKHULQWHOOHFWXDOSURSHUW\ULJKWVDWULVNRIEHLQJLQYDOLGDWHGRULQWHUSUHWHG
QDUURZO\DQGFRXOGSXWH[LVWLQJLQWHOOHFWXDOSURSHUW\DSSOLFDWLRQVDWULVNRIQRWEHLQJLVVXHG$Q\
RUDOORIWKHVHHYHQWVFRXOGPDWHULDOO\DQGDGYHUVHO\DIIHFWWKH&RPSDQ\¶VILQDQFLDOFRQGLWLRQDQG
RSHUDWLRQV
2WKHU SDUWLHV PD\ FODLP WKDW WKH &RPSDQ\¶V SURGXFWV LQIULQJH RQ WKHLU SURSULHWDU\ DQG RWKHU
SURWHFWHGULJKWV6XFKFODLPVLIPHULWRULRXVPD\UHVXOWLQWKHH[SHQGLWXUHRIVLJQLILFDQWILQDQFLDO
DQGPDQDJHULDOUHVRXUFHVOHJDOIHHVUHVXOWLQLQMXQFWLRQVWHPSRUDU\UHVWUDLQLQJRUGHUVDQGRU
UHTXLUH WKH SD\PHQW RI GDPDJHV 7KH &RPSDQ\ PD\ DOVR QHHG WR REWDLQ OLFHQVHV IURP WKLUG
SDUWLHVZKRDOOHJHWKDWWKH&RPSDQ\KDVLQIULQJHGRQWKHLUODZIXOULJKWV$VVXFKWKH&RPSDQ\
PD\QRWEHDEOHWRREWDLQRUXWLOL]HVXFKULJKWVRUOLFHQVHVDWDOORURQWHUPVWKDWDUHIDYRUDEOHWR
WKH&RPSDQ\
7KH &RPSDQ\ PD\ EH IRUFHG WR OLWLJDWH WR GHIHQG LWV LQWHOOHFWXDO SURSHUW\ ULJKWV RU WR
GHIHQGDJDLQVWFODLPVE\WKLUGSDUWLHVDJDLQVWWKH&RPSDQ\UHODWLQJWRLQWHOOHFWXDOSURSHUW\
ULJKWV
7KH &RPSDQ\PD\ EHIRUFHG LQWR OLWLJDWLRQWR HQIRUFH RU GHIHQG LWV LQWHOOHFWXDO SURSHUW\ ULJKWV
SURWHFWLWVWUDGHVHFUHWVRUGHWHUPLQHWKHYDOLGLW\DQGVFRSHRIRWKHUSDUWLHV¶SURSULHWDU\ULJKWV
$Q\ VXFK OLWLJDWLRQ FRXOG EH YHU\ FRVWO\ DQG FRXOG GLVWUDFW WKH &RPSDQ\¶V PDQDJHPHQW IURP
IRFXVLQJ RQ RSHUDWLRQV 7KH H[LVWHQFH DQGRU RXWFRPH RI DQ\ VXFK OLWLJDWLRQ FRXOG KDUP WKH
&RPSDQ\¶V EXVLQHVV %HFDXVH WKH FRQWHQW RI PXFK RI WKH &RPSDQ\¶V LQWHOOHFWXDO SURSHUW\
FRQFHUQVFDQQDELVDQGRWKHUDFWLYLWLHVWKDWDUHQRWOHJDOLQVRPHMXULVGLFWLRQVWKH&RPSDQ\PD\
IDFHDGGLWLRQDOGLIILFXOWLHVLQGHIHQGLQJLWVLQWHOOHFWXDOSURSHUW\ULJKWV
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(QIRUFHDELOLW\RI&RQWUDFWV
'XHWRWKHQDWXUHRIWKH&RPSDQ\¶VLQWHQGHGEXVLQHVVDQGWKHIDFWWKDWLWVFRQWUDFWVZLOOLQYROYH
FDQQDELVDQGRWKHUDFWLYLWLHVWKDWDUHQRWOHJDOXQGHU86IHGHUDOODZDQGLQVRPHMXULVGLFWLRQV
WKH&RPSDQ\PD\IDFHGLIILFXOWLHVLQHQIRUFLQJLWVFRQWUDFWVLQIHGHUDODQGFHUWDLQVWDWHFRXUWV
7KHLQDELOLW\WRHQIRUFHDQ\RIWKH&RPSDQ\¶VFRQWUDFWVFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQ
WKH&RPSDQ\¶VEXVLQHVVRSHUDWLQJUHVXOWVILQDQFLDOFRQGLWLRQRUSURVSHFWV
7KH &RPSDQ\ PD\ EHFRPH VXEMHFW WR OLWLJDWLRQ LQFOXGLQJ IRU SRVVLEOH SURGXFW OLDELOLW\
FODLPVZKLFKPD\KDYHDPDWHULDODGYHUVHHIIHFWRQWKH&RPSDQ\¶VUHSXWDWLRQEXVLQHVV
UHVXOWVIURPRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQ
7KH&RPSDQ\PD\EHQDPHGDVDGHIHQGDQWLQDODZVXLWRUUHJXODWRU\DFWLRQ7KH&RPSDQ\PD\
DOVRLQFXUXQLQVXUHGORVVHVIRUOLDELOLWLHVZKLFKDULVHLQWKHRUGLQDU\FRXUVHRIEXVLQHVVRUZKLFK
DUHXQIRUHVHHQLQFOXGLQJEXWQRWOLPLWHGWRHPSOR\PHQWOLDELOLW\DQGEXVLQHVVORVVFODLPV$Q\
VXFKORVVHVFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQWKH&RPSDQ\¶VEXVLQHVVRSHUDWLRQVVDOHV
FDVKIORZDQGILQDQFLDOFRQGLWLRQ
7KH&RPSDQ\¶VRSHUDWLRQVDUHVXEMHFWWRHQYLURQPHQWDOUHJXODWLRQ
7KHVH UHJXODWLRQV PDQGDWH DPRQJ RWKHU WKLQJV WKH PDLQWHQDQFH RI DLU DQG ZDWHU TXDOLW\
VWDQGDUGVDQGODQGUHFODPDWLRQ7KH\DOVRVHWIRUWKOLPLWDWLRQVRQWKHJHQHUDWLRQWUDQVSRUWDWLRQ
VWRUDJH DQG GLVSRVDO RI VROLG DQG KD]DUGRXV ZDVWH (QYLURQPHQWDO OHJLVODWLRQ LV HYROYLQJ LQ D
PDQQHUZKLFKZLOOUHTXLUHVWULFWHUVWDQGDUGVDQGHQIRUFHPHQWLQFUHDVHGILQHVDQGSHQDOWLHVIRU
QRQFRPSOLDQFH PRUH VWULQJHQW HQYLURQPHQWDO DVVHVVPHQWV RI SURSRVHG SURMHFWV DQG D
KHLJKWHQHG GHJUHH RI UHVSRQVLELOLW\ IRU FRPSDQLHV DQGWKHLU RIILFHUV GLUHFWRUV DQGHPSOR\HHV
7KHUHLVQRDVVXUDQFHWKDWIXWXUHFKDQJHVLQHQYLURQPHQWDOUHJXODWLRQLIDQ\ZLOOQRWDGYHUVHO\
DIIHFWWKH&RPSDQ\¶VRSHUDWLRQV
*RYHUQPHQWHQYLURQPHQWDODSSURYDOVDQGSHUPLWVDUHFXUUHQWO\DQGPD\LQWKHIXWXUHEHUHTXLUHG
LQFRQQHFWLRQZLWKWKH&RPSDQ\¶VRSHUDWLRQV7RWKHH[WHQWVXFKDSSURYDOVDUHUHTXLUHGDQGQRW
REWDLQHG WKH &RPSDQ\PD\ EH FXUWDLOHG RU SURKLELWHGIURP LWV SURSRVHG EXVLQHVV DFWLYLWLHV RU
IURPSURFHHGLQJZLWKWKHGHYHORSPHQWRILWVRSHUDWLRQVDVFXUUHQWO\SURSRVHG
)DLOXUHWRFRPSO\ZLWKDSSOLFDEOHHQYLURQPHQWDOODZVUHJXODWLRQVDQGSHUPLWUHTXLUHPHQWVPD\
UHVXOWLQHQIRUFHPHQWDFWLRQVLQFOXGLQJRUGHUVLVVXHGE\UHJXODWRU\RUMXGLFLDODXWKRULWLHVFDXVLQJ
RSHUDWLRQV WR FHDVH RU EH FXUWDLOHG DQG PD\ LQFOXGH FRUUHFWLYH PHDVXUHV UHTXLULQJ FDSLWDO
H[SHQGLWXUHV LQVWDOODWLRQ RI DGGLWLRQDO HTXLSPHQW RU UHPHGLDO DFWLRQV 7KH &RPSDQ\ PD\ EH
UHTXLUHGWRFRPSHQVDWHWKRVHVXIIHULQJORVVRUGDPDJHGXHWRLWVRSHUDWLRQVDQGPD\KDYHFLYLO
RUFULPLQDOILQHVRUSHQDOWLHVLPSRVHGIRUYLRODWLRQVRIDSSOLFDEOHODZVRUUHJXODWLRQV
5LVNV$VVRFLDWHGZLWK%DQNLQJ)LQDQFLDO7UDQVDFWLRQVDQG$QWL0RQH\/DXQGHULQJ/DZV
DQG5HJXODWLRQV
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7KH&RPSDQ\ZLOOEHVXEMHFWWRDYDULHW\RIODZVDQGUHJXODWLRQVGRPHVWLFDOO\DQGLQWKH86WKDW
LQYROYH PRQH\ ODXQGHULQJ ILQDQFLDO UHFRUGNHHSLQJ DQG SURFHHGV RI FULPH LQFOXGLQJ WKH %DQN
6HFUHF\ $FW DV DPHQGHG E\ 7LWOH ,,, RI WKH 8QLWLQJ DQG 6WUHQJWKHQLQJ $PHULFD E\ 3URYLGLQJ
$SSURSULDWH7RROV5HTXLUHGWR,QWHUFHSWDQG2EVWUXFW7HUURULVP$FWRI 86$3$75,27$FW 
WKH3URFHHGVRI&ULPH 0RQH\/DXQGHULQJ DQG7HUURULVW)LQDQFLQJ$FW &DQDGD DVDPHQGHG
DQGWKHUXOHVDQGUHJXODWLRQVWKHUHXQGHUWKH&ULPLQDO&RGH &DQDGD DQGDQ\UHODWHGRUVLPLODU
UXOHVUHJXODWLRQVRUJXLGHOLQHVLVVXHGDGPLQLVWHUHGRUHQIRUFHGE\JRYHUQPHQWDODXWKRULWLHVLQ
WKH 86 DQG &DQDGD 6LQFH WKH FXOWLYDWLRQ PDQXIDFWXUH GLVWULEXWLRQ DQG VDOH RI FDQQDELV
UHPDLQV LOOHJDO XQGHU WKH &RQWUROOHG 6XEVWDQFHV $FW EDQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQV
SURYLGLQJVHUYLFHVWRFDQQDELVUHODWHGEXVLQHVVHVULVNYLRODWLRQRIIHGHUDODQWLPRQH\ODXQGHULQJ
VWDWXWHV 86&DQG WKHXQOLFHQVHGPRQH\UHPLWWHUVWDWXWH 86& 
DQG WKH %DQN 6HFUHF\ $FW DPRQJ RWKHU DSSOLFDEOH IHGHUDO VWDWXWHV %DQNV RU RWKHU ILQDQFLDO
LQVWLWXWLRQVWKDWSURYLGHFDQQDELVEXVLQHVVHVZLWKILQDQFLDOVHUYLFHVVXFKDVDFKHFNLQJDFFRXQW
RU FUHGLW FDUG LQ YLRODWLRQ RI WKH %DQN 6HFUHF\ $FW FRXOG EH FULPLQDOO\ SURVHFXWHG IRU ZLOOIXO
YLRODWLRQVRIPRQH\ODXQGHULQJVWDWXWHVLQDGGLWLRQWREHLQJVXEMHFWWRRWKHUFULPLQDOFLYLODQG
UHJXODWRU\ HQIRUFHPHQWDFWLRQV %DQNV RIWHQ UHIXVH WR SURYLGH EDQNLQJVHUYLFHV WR EXVLQHVVHV
LQYROYHGLQWKHFDQQDELVLQGXVWU\GXHWRWKHSUHVHQWVWDWHRIWKHODZVDQGUHJXODWLRQVJRYHUQLQJ
ILQDQFLDOLQVWLWXWLRQVLQWKH867KHODFNRIEDQNLQJDQGILQDQFLDOVHUYLFHVSUHVHQWVXQLTXHDQG
VLJQLILFDQWFKDOOHQJHVWREXVLQHVVHVLQWKHFDQQDELVLQGXVWU\7KHSRWHQWLDOODFNRIDVHFXUHSODFH
LQZKLFKWRGHSRVLWDQGVWRUHFDVKWKHLQDELOLW\WRSD\FUHGLWRUVWKURXJKWKHLVVXDQFHRIFKHFNV
DQGWKHLQDELOLW\WRVHFXUHWUDGLWLRQDOIRUPVRIRSHUDWLRQDOILQDQFLQJVXFKDVOLQHVRIFUHGLWDUH
VRPHRIWKHPDQ\FKDOOHQJHVSUHVHQWHGE\WKHXQDYDLODELOLW\RIWUDGLWLRQDOEDQNLQJDQGILQDQFLDO
VHUYLFHV 7KHVH VWDWXWHV FDQ LPSRVH FULPLQDO OLDELOLW\ IRU HQJDJLQJ LQ FHUWDLQ ILQDQFLDO DQG
PRQHWDU\ WUDQVDFWLRQV ZLWK WKH SURFHHGV RI D ³VSHFLILHG XQODZIXO DFWLYLW\´ VXFK DV GLVWULEXWLQJ
FRQWUROOHGVXEVWDQFHVZKLFKDUHLOOHJDOXQGHUIHGHUDOODZLQFOXGLQJFDQQDELVDQGIRUIDLOLQJWR
LGHQWLI\RUUHSRUWILQDQFLDOWUDQVDFWLRQVWKDWLQYROYHWKHSURFHHGVRIFDQQDELVUHODWHGYLRODWLRQVRI
WKH&RQWUROOHG6XEVWDQFHV$FW7KH&RPSDQ\PD\DOVREHH[SRVHGWRWKHIRUHJRLQJULVNV
,Q )HEUXDU\  )LQ&(1 LVVXHG WKH )LQ&(1 0HPRUDQGXP SURYLGLQJ LQVWUXFWLRQV WR EDQNV
VHHNLQJ WR SURYLGH VHUYLFHV WR FDQQDELVUHODWHG EXVLQHVVHV 7KH )LQ&(1 0HPR VWDWHV WKDW LQ
VRPH FLUFXPVWDQFHV LW LV SHUPLVVLEOH IRU EDQNV WR SURYLGH VHUYLFHV WR FDQQDELVUHODWHG
EXVLQHVVHV ZLWKRXW ULVNLQJ SURVHFXWLRQ IRU YLRODWLRQ RI WKH %DQN 6HFUHF\ $FW ,W UHIHUV WR
VXSSOHPHQWDU\JXLGDQFHWKDWIRUPHU'HSXW\$WWRUQH\*HQHUDO-DPHV0&ROHLVVXHGWRIHGHUDO
SURVHFXWRUV UHODWLQJ WR WKH SURVHFXWLRQ RI PRQH\ ODXQGHULQJ RIIHQVHV SUHGLFDWHG RQ FDQQDELV
UHODWHGYLRODWLRQVRIWKH&RQWUROOHG6XEVWDQFHV$FW$OWKRXJKWKH)LQ&(10HPRUHPDLQVLQHIIHFW
WRGD\LWLVXQFOHDUDWWKLVWLPHZKHWKHUWKHFXUUHQWDGPLQLVWUDWLRQZLOOIROORZWKHJXLGHOLQHVRIWKH
)LQ&(10HPRLQWKHIXWXUH2YHUDOOWKH'2-FRQWLQXHVWRKDYHWKHULJKWDQGSRZHUWRSURVHFXWH
FULPHVFRPPLWWHGE\EDQNVDQGILQDQFLDOLQVWLWXWLRQVVXFKDVPRQH\ODXQGHULQJDQGYLRODWLRQVRI
WKH%DQN6HFUHF\$FWWKDWRFFXULQDQ\VWDWHLQFOXGLQJLQVWDWHVWKDWKDYHOHJDOL]HGWKHDSSOLFDEOH
FRQGXFWDQGWKH'2-¶VFXUUHQWHQIRUFHPHQWSULRULWLHVFRXOGFKDQJHIRUDQ\QXPEHURIUHDVRQV
LQFOXGLQJ D FKDQJH LQ WKH RSLQLRQV RI WKH 3UHVLGHQW RI WKH 8QLWHG 6WDWHV RU WKH 86 $WWRUQH\
*HQHUDO$FKDQJHLQWKH'2-¶VHQIRUFHPHQWSULRULWLHVFRXOGUHVXOWLQWKH'2-SURVHFXWLQJEDQNV
ϮϬ










DQGILQDQFLDOLQVWLWXWLRQVIRUFULPHVWKDWSUHYLRXVO\ZHUHQRWSURVHFXWHG,IWKH&RPSDQ\GRHVQRW
KDYHDFFHVVWRD86EDQNLQJV\VWHPLWVEXVLQHVVDQGRSHUDWLRQVFRXOGEHDGYHUVHO\DIIHFWHG
2WKHU SRWHQWLDO YLRODWLRQV RI IHGHUDO ODZ UHVXOWLQJ IURP FDQQDELVUHODWHG DFWLYLWLHV LQFOXGH WKH
5DFNHWHHU ,QIOXHQFHG &RUUXSW 2UJDQL]DWLRQV $FW ³5,&2´  5,&2 LV D IHGHUDO VWDWXWH SURYLGLQJ
FULPLQDOSHQDOWLHVLQDGGLWLRQWRDFLYLOFDXVHRIDFWLRQIRUDFWVSHUIRUPHGDVSDUWRIDQRQJRLQJ
FULPLQDORUJDQL]DWLRQ8QGHU5,&2LWLVXQODZIXOIRUDQ\SHUVRQZKRKDVUHFHLYHGLQFRPHGHULYHG
IURPDSDWWHUQRIUDFNHWHHULQJDFWLYLW\ ZKLFKLQFOXGHVPRVWIHORQLRXVYLRODWLRQVRIWKH&6$ WR
XVHRULQYHVWDQ\RIWKDWLQFRPHLQWKHDFTXLVLWLRQRIDQ\LQWHUHVWRUWKHHVWDEOLVKPHQWRURSHUDWLRQ
RIDQ\HQWHUSULVHZKLFKLVHQJDJHGLQLQWHUVWDWHFRPPHUFH5,&2DOVRDXWKRUL]HVSULYDWHSDUWLHV
ZKRVHSURSHUWLHVRUEXVLQHVVHVDUHKDUPHGE\VXFKSDWWHUQVRIUDFNHWHHULQJDFWLYLW\WRLQLWLDWHD
FLYLODFWLRQDJDLQVWWKHLQGLYLGXDOVLQYROYHG$OWKRXJK5,&2VXLWVDJDLQVWWKHFDQQDELVLQGXVWU\
DUHUDUHDIHZFDQQDELVEXVLQHVVHVKDYHEHHQVXEMHFWWRDFLYLO5,&2DFWLRQ'HIHQGLQJVXFKD
FDVHKDVSURYHQFRVWO\DQGSRWHQWLDOO\IDWDOWRDEXVLQHVV¶RSHUDWLRQV
$Q\ ILQGLQJ WKDW DQ\ RI WKH &RPSDQ\¶V RSHUDWLRQV RU DQ\ SURFHHGV WKHUHRI DQ\ GLYLGHQGV RU
GLVWULEXWLRQVWKHUHIURPRUDQ\SURILWVRUUHYHQXHVDFFUXLQJIURPVXFKRSHUDWLRQVLQWKH8QLWHG
6WDWHVDUHLQYLRODWLRQRIPRQH\ODXQGHULQJOHJLVODWLRQFRXOGUHVWULFWRURWKHUZLVHMHRSDUGL]HWKH
&RPSDQ\¶VDELOLW\WRGHFODUHRUSD\GLYLGHQGVHIIHFWRWKHUGLVWULEXWLRQVRUVXEVHTXHQWO\UHSDWULDWH
VXFK IXQGV EDFN WR &DQDGD DQG VXEMHFW WKH &RPSDQ\ WR FLYLO DQGRU FULPLQDO SHQDOWLHV
)XUWKHUPRUHZKLOHWKHUHDUHQRFXUUHQWLQWHQWLRQVWRGHFODUHRUSD\GLYLGHQGVLQWKHIRUHVHHDEOH
IXWXUHLQWKHHYHQWWKDWDGHWHUPLQDWLRQZDVPDGHWKDWWKH&RPSDQ\¶VSURFHHGVIURPRSHUDWLRQV
RU DQ\ IXWXUH RSHUDWLRQV RU LQYHVWPHQWV LQ WKH 8QLWHG 6WDWHV  FRXOG UHDVRQDEO\ EH VKRZQ WR
FRQVWLWXWHSURFHHGVRIFULPHWKH&RPSDQ\PD\GHFLGHRUEHUHTXLUHGWRVXVSHQGGHFODULQJRU
SD\LQJGLYLGHQGVZLWKRXWDGYDQFHQRWLFHDQGIRUDQLQGHILQLWHSHULRGRIWLPH7KH&RPSDQ\FRXOG
OLNHZLVHEHUHTXLUHGWRVXVSHQGRUFHDVHRSHUDWLRQVHQWLUHO\
7D[5LVN
6HFWLRQ(RIWKH,QWHUQDO5HYHQXH&RGHDVDPHQGHGSURKLELWVEXVLQHVVHVIURPGHGXFWLQJ
FHUWDLQ H[SHQVHV DVVRFLDWHG ZLWK WUDIILFNLQJ FRQWUROOHG VXEVWDQFHV ZLWKLQ WKH PHDQLQJ RI
6FKHGXOH,DQG,,RIWKH&RQWUROOHG6XEVWDQFHV$FW6HFWLRQ(GUDVWLFDOO\LQFUHDVHVIHGHUDO
WD[HV IRU FDQQDELV EXVLQHVVHV RSHUDWLQJ XQGHU VWDWHVDQFWLRQHG UHJXODWRU\ SURJUDPV EHFDXVH
WKH\ DUH UHTXLUHG WR SD\ WD[HV RQ WKHLU RSHUDWLQJ H[SHQVHV DQG DUH EDUUHG IURP GHGXFWLQJ
H[SHQVHVEH\RQGFRVWVRIJRRGVVROG$VDUHVXOWDQRWKHUZLVHSURILWDEOHEXVLQHVVPD\LQIDFW
RSHUDWHDWDORVVDIWHUWDNLQJLQWRDFFRXQWLWVLQFRPHWD[H[SHQVHV7KH,56KDVLQYRNHG6HFWLRQ
( LQ WD[ DXGLWV DJDLQVW YDULRXV FDQQDELV EXVLQHVVHV LQ WKH 86 WKDW DUH SHUPLWWHG XQGHU
DSSOLFDEOHVWDWHODZV7KH&RPSDQ\ZLOOEHSUHFOXGHGIURPFODLPLQJFHUWDLQGHGXFWLRQVRWKHUZLVH
DYDLODEOHWRQRQPDULMXDQDEXVLQHVVHV:KLOHWKHUHDUHFXUUHQWO\VHYHUDOSHQGLQJFDVHVEHIRUH
YDULRXVDGPLQLVWUDWLYHDQGIHGHUDOFRXUWVFKDOOHQJLQJWKHVHUHVWULFWLRQVWKHUHLVQRJXDUDQWHHWKDW
WKHVH FRXUWV ZLOO LVVXH DQ LQWHUSUHWDWLRQ RI 6HFWLRQ ( IDYRUDEOH WR FDQQDELV EXVLQHVVHV
&RQVHTXHQWO\WKHUHLVQRFHUWDLQW\WKDWWKH&RPSDQ\ZLOOQRWEHVXEMHFWWR(LQWKHIXWXUH
Ϯϭ










DQGDFFRUGLQJO\WKHUHLVQRFHUWDLQW\WKDWWKHLPSDFWWKDW(KDVRQWKH&RPSDQ\¶VPDUJLQV
ZLOOHYHUEHUHGXFHG
7KH&RPSDQ\IDFHVFRPSHWLWLRQIURPRWKHUFRPSDQLHVZKHUHLWZLOOFRQGXFWEXVLQHVVWKDW
PD\KDYHKLJKHUFDSLWDOL]DWLRQPRUHH[SHULHQFHGPDQDJHPHQWRUPD\EHPRUHPDWXUHDV
DEXVLQHVV
7KH&RPSDQ\GRHVDQGH[SHFWVWRFRQWLQXHWRIDFHLQWHQVHFRPSHWLWLRQIURPRWKHUFRPSDQLHV
VRPHRIZKLFKFDQEHH[SHFWHGWRKDYHORQJHURSHUDWLQJKLVWRULHVDQGPRUHILQDQFLDOUHVRXUFHV
PDQXIDFWXULQJDQGPDUNHWLQJH[SHULHQFHWKDQWKH&RPSDQ\,QDGGLWLRQWKHUHLVSRWHQWLDOWKDW
WKH FDQQDELV LQGXVWU\ ZLOO XQGHUJR FRQVROLGDWLRQ FUHDWLQJ ODUJHU FRPSDQLHV ZLWK ILQDQFLDO
UHVRXUFHVPDQXIDFWXULQJDQGPDUNHWLQJFDSDELOLWLHVDQGSURGXFWRIIHULQJVWKDWDUHJUHDWHUWKDQ
WKRVHRIWKH&RPSDQ\$VDUHVXOWRIWKLVFRPSHWLWLRQWKH&RPSDQ\PD\EHXQDEOHWRPDLQWDLQ
LWVRSHUDWLRQVRUGHYHORSWKHPDVFXUUHQWO\SURSRVHGRQWHUPVLWFRQVLGHUVDFFHSWDEOH,QFUHDVHG
FRPSHWLWLRQE\ODUJHUEHWWHUILQDQFHGFRPSHWLWRUVZLWKJHRJUDSKLFDGYDQWDJHVFRXOGPDWHULDOO\
DQGDGYHUVHO\DIIHFWWKH&RPSDQ\¶VEXVLQHVVILQDQFLDOFRQGLWLRQDQGRSHUDWLRQV
7KHQXPEHURIOLFHQFHVJUDQWHGDQGWKHQXPEHURI/LFHQVHG3URGXFHUVXOWLPDWHO\DXWKRUL]HGE\
+HDOWK &DQDGD FRXOG DOVR KDYH DQ LPSDFW RQ WKH RSHUDWLRQV RI WKH &RPSDQ\ 7KH &RPSDQ\
H[SHFWVWRIDFHDGGLWLRQDOFRPSHWLWLRQIURPQHZPDUNHWHQWUDQWVWKDWDUHJUDQWHGOLFHQVHVXQGHU
WKH $&035 RU H[LVWLQJ OLFHQVH KROGHUV ZKLFK DUH QRW \HW DFWLYH LQ WKH LQGXVWU\,I DVLJQLILFDQW
QXPEHU RI QHZ OLFHQVHV DUH JUDQWHG E\ +HDOWK &DQDGD LQ WKH QHDU WHUP WKH &RPSDQ\ PD\
H[SHULHQFHLQFUHDVHGFRPSHWLWLRQIRUPDUNHWVKDUHDQGPD\H[SHULHQFHGRZQZDUGSULFHSUHVVXUH
RQLWVSURGXFWVDVQHZHQWUDQWVLQFUHDVHSURGXFWLRQ7KH&RPSDQ\DOVRIDFHVFRPSHWLWLRQIURP
LOOHJDOGLVSHQVDULHVDQGWKHEODFNPDUNHWWKDWDUHXQOLFHQVHGDQGXQUHJXODWHGDQGWKDWDUHVHOOLQJ
FDQQDELV DQG FDQQDELV SURGXFWV LQFOXGLQJ SURGXFWV ZLWK KLJKHU FRQFHQWUDWLRQV RI DFWLYH
LQJUHGLHQWV DQG XVLQJ GHOLYHU\ PHWKRGV LQFOXGLQJ HGLEOHV DQG H[WUDFW YDSRUL]HUV WKDW WKH
&RPSDQ\ LV SURKLELWHG IURP RIIHULQJ WR LQGLYLGXDOV DV WKH\ DUH QRW FXUUHQWO\ SHUPLWWHG E\ WKH
$&035 $Q\ LQDELOLW\ RU XQZLOOLQJQHVV RI ODZ HQIRUFHPHQW DXWKRULWLHV WR HQIRUFH H[LVWLQJ ODZV
SURKLELWLQJWKHXQOLFHQVHGFXOWLYDWLRQDQGVDOHRIFDQQDELVDQGFDQQDELVEDVHGSURGXFWVFRXOG
UHVXOWLQWKHSHUSHWXDWLRQRIWKHEODFNPDUNHWIRUFDQQDELVDQGRUKDYHDPDWHULDODGYHUVHHIIHFW
RQWKHSHUFHSWLRQRIFDQQDELVXVH$Q\RUDOOWKHVHHYHQWVFRXOGKDYHDPDWHULDODGYHUVHHIIHFW
RQWKH&RPSDQ\¶VEXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV
,IWKHQXPEHURIXVHUVRIFDQQDELVIRUPHGLFDOSXUSRVHVLQ&DQDGDLQFUHDVHVWKHGHPDQGIRU
SURGXFWVZLOOLQFUHDVHDQGWKH&RPSDQ\H[SHFWVWKDWFRPSHWLWLRQZLOOEHFRPHPRUHLQWHQVHDV
FXUUHQW DQG IXWXUH FRPSHWLWRUV EHJLQ WR RIIHU DQ LQFUHDVLQJ QXPEHU RI GLYHUVLILHG SURGXFWV 7R
UHPDLQFRPSHWLWLYHWKH&RPSDQ\ZLOOUHTXLUHDFRQWLQXHGKLJKOHYHORILQYHVWPHQWLQ5 'VDOHV
DQGSDWLHQWVXSSRUW7KH&RPSDQ\PD\QRWKDYHVXIILFLHQWUHVRXUFHVWRPDLQWDLQ5 'VDOHVDQG
SDWLHQWVXSSRUWHIIRUWVRQDFRPSHWLWLYHEDVLVZKLFKFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQWKH
&RPSDQ\¶VEXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV

ϮϮ










)XUWKHUPRUH VHYHUDO UHFRPPHQGDWLRQV RI WKH 7DVN )RUFH RQ &DQQDELV /HJDOL]DWLRQ DQG
5HJXODWLRQLQFOXGLQJEXWQRWOLPLWHGWRSHUPLWWLQJKRPHFXOWLYDWLRQDQGSRWHQWLDOO\HDVLQJEDUULHUV
WRHQWU\LQWRD&DQDGLDQUHFUHDWLRQDOFDQQDELVPDUNHWFRXOGPDWHULDOO\DQGDGYHUVHO\DIIHFWWKH
EXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQVRIWKH&RPSDQ\7KHUHLVSRWHQWLDOWKDWWKH
&RPSDQ\ZLOOIDFHLQWHQVHFRPSHWLWLRQIURPRWKHUFRPSDQLHVVRPHRIZKLFKFDQEHH[SHFWHGWR
KDYH ORQJHU RSHUDWLQJ KLVWRULHV DQG PRUH ILQDQFLDO UHVRXUFHV PDQXIDFWXULQJ DQG PDUNHWLQJ
H[SHULHQFHWKDQWKH&RPSDQ\,QFUHDVHGFRPSHWLWLRQE\ODUJHUDQGEHWWHUILQDQFHGFRPSHWLWRUV
FRXOGPDWHULDOO\DQGDGYHUVHO\DIIHFWWKHEXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQVRI
WKH&RPSDQ\
7KH OHJDO ODQGVFDSH IRU PHGLFDO DQG UHFUHDWLRQDO FDQQDELV LV FKDQJLQJ LQWHUQDWLRQDOO\ 0RUH
FRXQWULHVKDYHSDVVHGODZVWKDWDOORZIRUWKHSURGXFWLRQDQGGLVWULEXWLRQRIFDQQDELVIRUPHGLFDO
SXUSRVHVLQVRPHIRUPRUDQRWKHU,QFUHDVHGLQWHUQDWLRQDOFRPSHWLWLRQDQGOLPLWDWLRQVSODFHGRQ
WKH&RPSDQ\E\ORFDOUHJXODWLRQVPLJKWORZHUWKHGHPDQGIRUWKH&RPSDQ\¶VSURGXFWVRQDJOREDO
VFDOH
,IWKH&RPSDQ\LVXQDEOHWRDWWUDFWDQGUHWDLQNH\SHUVRQQHOLWPD\QRWEHDEOHWRFRPSHWH
HIIHFWLYHO\LQWKHFDQQDELVPDUNHW
7KH&RPSDQ\¶VVXFFHVVKDVGHSHQGHGDQGFRQWLQXHVWRGHSHQGXSRQLWVDELOLW\WRDWWUDFWDQG
UHWDLQ NH\ PDQDJHPHQW LQFOXGLQJ WKH &RPSDQ\¶V DFWLQJ &KLHI ([HFXWLYH 2IILFHU ³&(2´ 
WHFKQLFDOH[SHUWVDQGVDOHVSHUVRQQHO7KH&RPSDQ\ ZLOODWWHPSWWRHQKDQFHLWVPDQDJHPHQW
DQG WHFKQLFDO H[SHUWLVH E\ UHFUXLWLQJ TXDOLILHG LQGLYLGXDOV ZKR SRVVHVV GHVLUHG VNLOOV DQG
H[SHULHQFH LQ WDUJHWHG DUHDV 7KH &RPSDQ\¶V LQDELOLW\ WR DWWUDFW DQG UHWDLQ HPSOR\HHV RU
HQJLQHHULQJ DQG WHFKQLFDO VXSSRUW UHVRXUFHV FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH
&RPSDQ\¶VEXVLQHVVRSHUDWLRQVVDOHVFDVKIORZRUILQDQFLDOFRQGLWLRQ6KRUWDJHVLQTXDOLILHG
SHUVRQQHO RU WKH ORVV RI NH\ SHUVRQQHO FRXOG DGYHUVHO\ DIIHFW WKH ILQDQFLDO FRQGLWLRQ RI WKH
&RPSDQ\RSHUDWLRQVRIWKHEXVLQHVVDQGFRXOGOLPLWWKH&RPSDQ\¶VDELOLW\WRGHYHORSDQGPDUNHW
LWV FDQQDELVUHODWHG SURGXFWV 7KH ORVV RI DQ\ RI WKH &RPSDQ\¶V VHQLRU PDQDJHPHQW RU NH\
HPSOR\HHVFRXOGPDWHULDOO\DGYHUVHO\DIIHFWWKH&RPSDQ\¶VDELOLW\WRH[HFXWHLWVEXVLQHVVSODQ
DQGVWUDWHJ\DQGWKH&RPSDQ\PD\QRWEHDEOHWRILQGDGHTXDWHUHSODFHPHQWVRQDWLPHO\EDVLV
RU DW DOO 7KH &RPSDQ\ GRHV QRW PDLQWDLQ NH\ SHUVRQ OLIH LQVXUDQFH SROLFLHV RQ DQ\ RI LWV
HPSOR\HHV
7KHUHLVQRDVVXUDQFHWKDWWKH&RPSDQ\ZLOOREWDLQDQGUHWDLQDQ\UHOHYDQWOLFHQVHV
)XUWKHUWKH&RPSDQ\¶VDELOLW\WRJURZVWRUHDQGVHOOFDQQDELVLQWKH8QLWHG6WDWHVLVGHSHQGHQW
RQWKHDELOLW\RIWKH&RPSDQ\WRREWDLQDOLFHQVHWRGRVR7KH&RPSDQ\GRHVQRWFXUUHQWO\KROG
DOLFHQVHDQGWKHUHFDQEHQRDVVXUDQFHWKDWWKH&RPSDQ\ZLOOUHFHLYHVXFKDOLFHQVHLQDWLPHO\
PDQQHU RU DW DOO7KH OLFHQVHV RQFH LVVXHG DUH VXEMHFW WR RQJRLQJFRPSOLDQFH DQGUHSRUWLQJ
UHTXLUHPHQWV)DLOXUHWRFRPSO\ZLWKWKHUHTXLUHPHQWVZRXOGKDYHDPDWHULDODGYHUVHLPSDFWRQ
WKHEXVLQHVVILQDQFLDOFRQGLWLRQDQGRSHUDWLRQVRIWKH&RPSDQ\
Ϯϯ










7KHVL]HRIWKH&RPSDQ\¶VWDUJHWPDUNHWLVGLIILFXOWWRTXDQWLI\DQGLQYHVWRUVZLOOEHUHOLDQW
RQWKHLURZQHVWLPDWHVRQWKHDFFXUDF\RIPDUNHWGDWD
%HFDXVHWKHFDQQDELVLQGXVWU\LVLQDQDVFHQWVWDJHZLWKXQFHUWDLQERXQGDULHVWKHUHLVDODFNRI
LQIRUPDWLRQDERXWFRPSDUDEOHFRPSDQLHVDYDLODEOHIRUSRWHQWLDOLQYHVWRUVWRUHYLHZLQGHFLGLQJ
DERXWZKHWKHUWRLQYHVWLQWKH&RPSDQ\DQGIHZLIDQ\HVWDEOLVKHGFRPSDQLHVZKRVHEXVLQHVV
PRGHO WKH &RPSDQ\ FDQ IROORZ RU XSRQ ZKRVH VXFFHVV WKH &RPSDQ\ FDQ EXLOG $FFRUGLQJO\
LQYHVWRUV ZLOO KDYH WR UHO\ RQ WKHLU RZQ HVWLPDWHV LQ GHFLGLQJ DERXW ZKHWKHU WR LQYHVW LQ WKH
&RPSDQ\ 7KHUH FDQ EH QR DVVXUDQFH WKDW WKH &RPSDQ\¶V HVWLPDWHV DUH DFFXUDWH RU WKDW WKH
PDUNHWVL]HLVVXIILFLHQWO\ODUJHIRULWVEXVLQHVVWRJURZDVSURMHFWHGZKLFKPD\QHJDWLYHO\LPSDFW
LWVILQDQFLDOUHVXOWV7KH&RPSDQ\UHJXODUO\SXUFKDVHVDQGIROORZVPDUNHWUHVHDUFK
7KH &RPSDQ\ PD\ QRW EH DEOH WR GHYHORS DQG PDLQWDLQ ODVWLQJ UHODWLRQVKLSV ZLWK
FRQVXPHUV
7KH&RPSDQ\¶VVXFFHVVGHSHQGVRQLWVDELOLW\WRDWWUDFWDQGUHWDLQFXVWRPHUV7KHUHDUHPDQ\
IDFWRUVZKLFKFRXOGLPSDFWWKH&RPSDQ\¶VDELOLW\WRDWWUDFWDQGUHWDLQFRQVXPHUVLQFOXGLQJEXW
QRW OLPLWHGWRWKH &RPSDQ\¶V EUDQG DZDUHQHVVLWV DELOLW\ WR FRQWLQXDOO\ SURGXFH GHVLUDEOH DQG
HIIHFWLYH FDQQDELV SURGXFWV WKH VXFFHVVIXO LPSOHPHQWDWLRQ RI WKH &RPSDQ\¶V
FRQVXPHUDFTXLVLWLRQ SODQ DQG WKH FRQWLQXHG JURZWK LQ WKH DJJUHJDWH QXPEHU RI FRQVXPHUV
SXUFKDVLQJ FDQQDELV SURGXFWV 7KH &RPSDQ\¶V IDLOXUH WR DFTXLUH DQG UHWDLQ FRQVXPHUV FRXOG
KDYHDPDWHULDODGYHUVHHIIHFWRQWKH&RPSDQ\¶VEXVLQHVVILQDQFLDOFRQGLWLRQDQGRSHUDWLRQV
7KH&RPSDQ\¶VLQGXVWU\LVH[SHULHQFLQJUDSLGJURZWKDQGFRQVROLGDWLRQWKDWPD\FDXVH
WKH&RPSDQ\WRORVHNH\UHODWLRQVKLSVDQGLQWHQVLI\FRPSHWLWLRQ
7KHFDQQDELVLQGXVWU\LVXQGHUJRLQJUDSLGJURZWKDQGVXEVWDQWLDOFKDQJHZKLFKKDVUHVXOWHGLQ
DQLQFUHDVHLQFRPSHWLWRUVFRQVROLGDWLRQDQGIRUPDWLRQRIVWUDWHJLFUHODWLRQVKLSV$FTXLVLWLRQVRU
RWKHUFRQVROLGDWLQJWUDQVDFWLRQVFRXOGKDUPWKH&RPSDQ\LQVHYHUDOZD\VLQFOXGLQJWKHORVVRI
VWUDWHJLFSDUWQHUVLIWKH\DUHDFTXLUHGE\RUHQWHULQWRUHODWLRQVKLSVZLWKDFRPSHWLWRUWKHORVVRI
FXVWRPHUVUHYHQXHDQGPDUNHWVKDUHRUWKH&RPSDQ\EHLQJIRUFHGWRH[SHQGJUHDWHUUHVRXUFHV
WRPHHWQHZRUDGGLWLRQDOFRPSHWLWLYHWKUHDWVDOORIZKLFKFRXOGKDUPWKH&RPSDQ\¶VRSHUDWLRQV
$V FRPSHWLWRUV HQWHU WKH PDUNHW DQG EHFRPH LQFUHDVLQJO\ VRSKLVWLFDWHG FRPSHWLWLRQ LQ WKH
&RPSDQ\¶VLQGXVWU\PD\LQWHQVLI\DQGSODFHGRZQZDUGSUHVVXUHRQSULFHVIRULWVSURGXFWVZKLFK
FRXOGQHJDWLYHO\LPSDFWWKH&RPSDQ\¶VSURILWDELOLW\
7KH&RPSDQ\PD\QRWEHDEOHWRVHFXUHDGHTXDWHRUUHOLDEOHVRXUFHVRIIXQGLQJUHTXLUHG
WRRSHUDWHLWVEXVLQHVVDQGPHHWFRQVXPHUGHPDQGIRULWVSURGXFWV
7KHUH LV QR JXDUDQWHH WKDW WKH &RPSDQ\ ZLOO EH DEOH WR DFKLHYH LWV EXVLQHVV REMHFWLYHV 7KH
FRQWLQXHGGHYHORSPHQWRIWKH&RPSDQ\PD\UHTXLUHDGGLWLRQDOILQDQFLQJ7KHIDLOXUHWRUDLVHVXFK
FDSLWDOFRXOGUHVXOWLQWKHGHOD\RULQGHILQLWHSRVWSRQHPHQWRIFXUUHQWEXVLQHVVREMHFWLYHVRUWKH
&RPSDQ\7KHUHFDQEHQRDVVXUDQFHWKDWDGGLWLRQDOFDSLWDORURWKHUW\SHVRIILQDQFLQJZLOOEH
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DYDLODEOH RUWKDW LI DYDLODEOHWKHWHUPV RIVXFKILQDQFLQJ ZLOO EHIDYRUDEOH WRWKH &RPSDQ\ ,Q
DGGLWLRQIURPWLPHWRWLPHWKH&RPSDQ\PD\HQWHULQWRWUDQVDFWLRQVWRDFTXLUHDVVHWVRUVKDUHV
RIRWKHUFRUSRUDWLRQV7KHVHWUDQVDFWLRQVPD\EHILQDQFHGZKROO\RUSDUWLDOO\ZLWKGHEWZKLFKPD\
LQFUHDVHWKH&RPSDQ\¶VGHEWOHYHOVDERYHLQGXVWU\VWDQGDUGV$Q\GHEWILQDQFLQJVHFXUHGLQWKH
IXWXUHFRXOGLQYROYHUHVWULFWLYHFRYHQDQWVUHODWLQJWRFDSLWDOUDLVLQJDFWLYLWLHVDQGRWKHUILQDQFLDO
DQGRSHUDWLRQDOPDWWHUVZKLFKPD\PDNHLWPRUHGLIILFXOWIRUWKH&RPSDQ\WRREWDLQDGGLWLRQDO
FDSLWDODQGSXUVXHEXVLQHVVRSSRUWXQLWLHVLQFOXGLQJSRWHQWLDODFTXLVLWLRQV'HEWILQDQFLQJVPD\
DOVR FRQWDLQ SURYLVLRQV ZKLFK LI EUHDFKHG PD\ HQWLWOH OHQGHUV RU WKHLU DJHQWV WR DFFHOHUDWH
UHSD\PHQW RI ORDQV DQGRU UHDOL]H VHFXULW\ RYHU WKH DVVHWV RI WKH &RPSDQ\  7KHUH LV QR
DVVXUDQFHWKDWWKH&RPSDQ\ZRXOGEHDEOHWRUHSD\VXFKORDQVLQVXFKDQHYHQWRUSUHYHQWWKH
HQIRUFHPHQWRIVHFXULW\JUDQWHGSXUVXDQWWRVXFKGHEWILQDQFLQJ
7KH&RPSDQ\FXUUHQWO\KDVLQVXUDQFHFRYHUDJHKRZHYHUEHFDXVHWKH&RPSDQ\RSHUDWHV
ZLWKLQWKHFDQQDELVLQGXVWU\WKHUHDUHDGGLWLRQDOGLIILFXOWLHVDQGFRPSOH[LWLHVDVVRFLDWHG
ZLWKVXFKLQVXUDQFHFRYHUDJH
7KH &RPSDQ\ EHOLHYHV WKDW LW KDV VXIILFLHQW LQVXUDQFH FRYHUDJH ZLWK UHVSHFW WR ZRUNHUV¶
FRPSHQVDWLRQJHQHUDO OLDELOLW\ GLUHFWRUV¶ DQG RIILFHUV¶ LQVXUDQFHILUH DQG RWKHU VLPLODU SROLFLHV
FXVWRPDULO\REWDLQHGIRUEXVLQHVVHVWRWKHH[WHQWFRPPHUFLDOO\DSSURSULDWHKRZHYHUEHFDXVH
WKH&RPSDQ\LVHQJDJHGLQDQGRSHUDWHVZLWKLQWKHFDQQDELVLQGXVWU\WKHUHDUHH[FOXVLRQVDQG
DGGLWLRQDOGLIILFXOWLHVDQGFRPSOH[LWLHVDVVRFLDWHGZLWKVXFKLQVXUDQFHFRYHUDJHWKDWFRXOGFDXVH
WKH&RPSDQ\WRVXIIHUXQLQVXUHGORVVHVZKLFKFRXOGDGYHUVHO\DIIHFWWKH&RPSDQ\¶VEXVLQHVV
UHVXOWVRIRSHUDWLRQVDQGSURILWDELOLW\7KHUHLVQRDVVXUDQFHWKDWWKH&RPSDQ\ZLOOEHDEOHWR
IXOO\XWLOL]HVXFKLQVXUDQFHFRYHUDJHLIQHFHVVDU\
6HFWLRQ 7KHFXOWLYDWLRQRIFDQQDELVLQFOXGHVULVNVLQKHUHQWLQDQDJULFXOWXUDO
EXVLQHVVLQFOXGLQJWKHULVNRIFURSORVVVXGGHQFKDQJHVLQHQYLURQPHQWDO
FRQGLWLRQVHTXLSPHQWIDLOXUHSURGXFWUHFDOOVDQGRWKHUV
7KH &RPSDQ\¶V IXWXUH EXVLQHVV LQYROYHV WKH JURZLQJ RI PHGLFDO PDULMXDQD DQ DJULFXOWXUDO
SURGXFW6XFKEXVLQHVVZLOOEHVXEMHFWWRWKHULVNVLQKHUHQWLQWKHDJULFXOWXUDOEXVLQHVVVXFKDV
LQVHFWV SODQW GLVHDVHV DQG VLPLODU DJULFXOWXUDO ULVNV $OWKRXJK WKH &RPSDQ\ H[SHFWV WKDW DQ\
VXFK JURZLQJ ZLOO EH FRPSOHWHG LQGRRUV XQGHU FOLPDWH FRQWUROOHG FRQGLWLRQV WKHUH FDQ EH QR
DVVXUDQFH WKDW QDWXUDO HOHPHQWV ZLOO QRW KDYH D PDWHULDO DGYHUVH HIIHFW RQ DQ\ VXFK IXWXUH
SURGXFWLRQ
6HFWLRQ 7KH FXOWLYDWLRQ RI FDQQDELV LQYROYHV D UHOLDQFH RQ WKLUG SDUW\
WUDQVSRUWDWLRQZKLFKFRXOGUHVXOWLQVXSSO\GHOD\VXQUHOLDEOHGHOLYHU\DQG
RWKHUUHODWHGULVNV
,QRUGHUIRUFXVWRPHUVRIWKH&RPSDQ\WRUHFHLYHWKHLUSURGXFWWKH&RPSDQ\ZLOOUHO\RQWKLUG
SDUW\ WUDQVSRUWDWLRQ VHUYLFHV 7KLV FDQ FDXVH ORJLVWLFDO SUREOHPV ZLWK DQG GHOD\V LQ SDWLHQWV
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REWDLQLQJWKHLURUGHUVDQGFDQQRWEHGLUHFWO\FRQWUROOHGE\WKH&RPSDQ\$Q\GHOD\E\WKLUGSDUW\
WUDQVSRUWDWLRQVHUYLFHVPD\DGYHUVHO\DIIHFWWKH&RPSDQ\¶VILQDQFLDOSHUIRUPDQFH
0RUHRYHU VHFXULW\ RI WKH SURGXFW GXULQJWUDQVSRUWDWLRQ WR DQGIURP WKH&RPSDQ\¶VIDFLOLWLHV LV
FULWLFDOGXHWRWKHQDWXUHRIWKHSURGXFW$EUHDFKRIVHFXULW\GXULQJWUDQVSRUWFRXOGKDYHPDWHULDO
DGYHUVH HIIHFWV RQWKH&RPSDQ\¶V EXVLQHVVILQDQFLDOV DQG SURVSHFWV$Q\ VXFK EUHDFK FRXOG
LPSDFWWKH&RPSDQ\¶VIXWXUHDELOLW\WRFRQWLQXHRSHUDWLQJXQGHULWVOLFHQVHVRUWKHSURVSHFWRI
UHQHZLQJLWVOLFHQVHV
7KH &RPSDQ\ PD\ EH VXEMHFW WR VHOILPSRVHG RU UHJXODWRULPSRVHG SURGXFW UHFDOOV IRU
SURGXFWGHIHFWV
0DQXIDFWXUHUVDQGGLVWULEXWRUVRISURGXFWVDUHVRPHWLPHVVXEMHFWWRWKHUHFDOORUUHWXUQRIWKHLU
SURGXFWVIRUDYDULHW\RIUHDVRQVLQFOXGLQJSURGXFWGHIHFWVVXFKDVFRQWDPLQDWLRQXQLQWHQGHG
KDUPIXOVLGHHIIHFWVRULQWHUDFWLRQVZLWKRWKHUVXEVWDQFHVSDFNDJLQJVDIHW\DQGLQDGHTXDWHRU
LQDFFXUDWH ODEHOOLQJ GLVFORVXUH $OWKRXJK WKH &RPSDQ\ KDV GHWDLOHG SURFHGXUHV LQ SODFH IRU
WHVWLQJ LWV SURGXFWV WKHUH FDQ EH QR DVVXUDQFH WKDW DQ\ TXDOLW\ SRWHQF\ RU FRQWDPLQDWLRQ
SUREOHPV ZLOO EH GHWHFWHG LQ WLPH WR DYRLG XQIRUHVHHQ SURGXFW UHFDOOV UHJXODWRU\ DFWLRQ RU
ODZVXLWV,IDQ\RIWKH&RPSDQ\¶VSURGXFWVDUHUHFDOOHGGXHWRDQDOOHJHGSURGXFWGHIHFWRUIRU
DQ\RWKHUUHDVRQWKH&RPSDQ\FRXOGEHUHTXLUHGWRLQFXUWKHXQH[SHFWHGH[SHQVHRIWKHUHFDOO
DQGDQ\OHJDOSURFHHGLQJVWKDWPLJKWDULVHWKHUHWR7KH&RPSDQ\PD\ORVHDVLJQLILFDQWDPRXQW
RIVDOHVDQGPD\QRWEHDEOHWRUHSODFHWKRVHVDOHVDWDQDFFHSWDEOHPDUJLQRUDWDOO,QDGGLWLRQ
DSURGXFWUHFDOOPD\UHTXLUHVLJQLILFDQWPDQDJHPHQWDWWHQWLRQ$GGLWLRQDOO\LIRQHRIWKH&RPSDQ\
VLJQLILFDQW EUDQGV ZHUH VXEMHFW WR UHFDOO WKH LPDJH RI WKDW EUDQG DQG WKH &RPSDQ\ FRXOG EH
KDUPHG$UHFDOOIRUDQ\UHDVRQFRXOGOHDGWRGHFUHDVHGGHPDQGIRUWKH&RPSDQ\¶VSURGXFWVDQG
FRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQWKHRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQRIWKH&RPSDQ\
7KH&RPSDQ\LVUHOLDQWRQNH\LQSXWVDQGDQ\LQWHUUXSWLRQRIWKHVHVHUYLFHVFRXOGKDYHD
PDWHULDODGYHUVHHIIHFWRQWKH&RPSDQ\¶VILQDQFHVDQGRSHUDWLRQUHVXOWV
7KH&RPSDQ\¶VEXVLQHVVLVGHSHQGHQWRQVHYHUDONH\LQSXWVDQGWKHLUUHODWHGFRVWVLQFOXGLQJUDZ
PDWHULDOVDQGVXSSOLHVUHODWHGWRLWVJURZLQJRSHUDWLRQVDVZHOODVHOHFWULFLW\ZDWHUDQGRWKHU
ORFDOXWLOLWLHV$Q\VLJQLILFDQWLQWHUUXSWLRQRUQHJDWLYHFKDQJHLQWKHDYDLODELOLW\RUHFRQRPLFVRIWKH
VXSSO\ FKDLQ IRU NH\ LQSXWV FRXOG PDWHULDOO\ LPSDFW WKH EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG
RSHUDWLRQVRIWKH&RPSDQ\$Q\LQDELOLW\WRVHFXUHUHTXLUHGVXSSOLHVDQGVHUYLFHVRUWRGRVRRQ
DSSURSULDWHWHUPVFRXOGKDYHDPDWHULDOO\DGYHUVHLPSDFWRQWKHEXVLQHVVILQDQFLDOFRQGLWLRQDQG
RSHUDWLRQVRIWKH&RPSDQ\
7KH H[SDQVLRQ RI WKH PHGLFDO FDQQDELV LQGXVWU\ PD\ UHTXLUH QHZ FOLQLFDO UHVHDUFK LQWR
HIIHFWLYHPHGLFDOWKHUDSLHV
5HVHDUFKLQ&DQDGDWKH86DQGRWKHUFRXQWULHVUHJDUGLQJWKHPHGLFDOEHQHILWVYLDELOLW\VDIHW\
HIILFDF\ GRVLQJ DQG VRFLDO DFFHSWDQFH RI FDQQDELV VXFK DV FDQQDELGLRO ³&%'´  DQG
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WHWUDK\GURFDQQDELQRO ³7+&´  UHPDLQV LQ HDUO\ VWDJHV 7KHUH KDYH EHHQ UHODWLYHO\ IHZ FOLQLFDO
WULDOVRQWKHEHQHILWVRIFDQQDELVRULVRODWHGFDQQDELQRLGV VXFKDV&%'DQG7+& $OWKRXJKWKH
&RPSDQ\EHOLHYHVWKDWWKHDUWLFOHVUHSRUWVDQGVWXGLHVVXSSRUWLWVEHOLHIVUHJDUGLQJWKHPHGLFDO
EHQHILWVYLDELOLW\VDIHW\HIILFDF\GRVLQJDQGVRFLDODFFHSWDQFHRIFDQQDELVIXWXUHUHVHDUFKDQG
FOLQLFDOWULDOVPD\SURYHVXFKVWDWHPHQWVWREHLQFRUUHFWRUFRXOGUDLVHFRQFHUQVUHJDUGLQJDQG
SHUFHSWLRQV UHODWLQJ WR FDQQDELV *LYHQ WKHVH ULVNV XQFHUWDLQWLHV DQG DVVXPSWLRQV LQYHVWRUV
VKRXOGQRWSODFHXQGXHUHOLDQFHRQVXFKDUWLFOHVDQGUHSRUWV)XWXUHUHVHDUFKVWXGLHVDQGFOLQLFDO
WULDOV PD\ GUDZ RSSRVLQJ FRQFOXVLRQV WR WKRVH VWDWHG KHUHLQ RU UHDFK QHJDWLYH FRQFOXVLRQV
UHJDUGLQJWKHPHGLFDOEHQHILWVYLDELOLW\VDIHW\HIILFDF\GRVLQJVRFLDODFFHSWDQFHRURWKHUIDFWV
DQGSHUFHSWLRQVUHODWHGWRPHGLFDOFDQQDELVZKLFKFRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQWKH
GHPDQGIRUWKH&RPSDQ\¶VSURGXFWVZLWKWKHSRWHQWLDOWROHDGWRDPDWHULDODGYHUVHHIIHFWRQWKH
&RPSDQ\¶VEXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV
8QGHU &DQDGLDQ UHJXODWLRQV D /LFHQVHG 3URGXFHU ³/3´  RI FDQQDELV PD\ KDYH
UHVWULFWLRQV RQ WKH W\SH DQG IRUP RI PDUNHWLQJ LW FDQ XQGHUWDNH ZKLFK FRXOG PDWHULDOO\
LPSDFWVDOHVSHUIRUPDQFH
7KHGHYHORSPHQWRIWKH&RPSDQ\¶VIXWXUHEXVLQHVVDQGRSHUDWLQJUHVXOWVPD\EHKLQGHUHGE\
DSSOLFDEOH UHVWULFWLRQV RQ VDOHV DQG PDUNHWLQJ DFWLYLWLHV LPSRVHG E\ +HDOWK &DQDGD 7KH
UHJXODWRU\HQYLURQPHQWLQ&DQDGDOLPLWVWKH&RPSDQ\¶VDELOLW\WRFRPSHWHIRUPDUNHWVKDUHLQD
PDQQHUVLPLODUWRRWKHULQGXVWULHV,IWKH&RPSDQ\LVXQDEOHWRHIIHFWLYHO\PDUNHWLWVSURGXFWVDQG
FRPSHWHIRUPDUNHWVKDUHRULIWKHFRVWVRIFRPSOLDQFHZLWKJRYHUQPHQWOHJLVODWLRQDQGUHJXODWLRQ
FDQQRWEHDEVRUEHGWKURXJKLQFUHDVHGVHOOLQJSULFHVIRULWVSURGXFWVWKH&RPSDQ\¶VVDOHVDQG
RSHUDWLQJUHVXOWVFRXOGEHDGYHUVHO\DIIHFWHG
7KH&RPSDQ\FRXOGEHOLDEOHIRUIUDXGXOHQWRULOOHJDODFWLYLW\E\LWVHPSOR\HHVFRQWUDFWRUV
DQGFRQVXOWDQWVUHVXOWLQJLQVLJQLILFDQWILQDQFLDOORVVHVWRFODLPVDJDLQVWWKH&RPSDQ\
7KH&RPSDQ\LVH[SRVHGWRWKHULVNWKDWLWVHPSOR\HHVLQGHSHQGHQWFRQWUDFWRUVDQGFRQVXOWDQWV
PD\ HQJDJH LQ IUDXGXOHQW RU RWKHU LOOHJDO DFWLYLW\ 0LVFRQGXFW E\ WKHVH SDUWLHV FRXOG LQFOXGH
LQWHQWLRQDO UHFNOHVV DQGRU QHJOLJHQW FRQGXFW RU GLVFORVXUH RI XQDXWKRUL]HG DFWLYLWLHV WR WKH
&RPSDQ\WKDWYLRODWHV L JRYHUQPHQWUHJXODWLRQV LL PDQXIDFWXULQJVWDQGDUGV LLL IHGHUDODQG
SURYLQFLDO KHDOWKFDUH IUDXG DQG DEXVH ODZV DQG UHJXODWLRQV RU LY ODZV WKDW UHTXLUH WKH WUXH
FRPSOHWHDQGDFFXUDWHUHSRUWLQJRIILQDQFLDOLQIRUPDWLRQRUGDWD,WLVQRWDOZD\VSRVVLEOHIRUWKH
&RPSDQ\ WR LGHQWLI\ DQG GHWHU PLVFRQGXFW E\ LWV HPSOR\HHV DQG RWKHU WKLUG SDUWLHV DQG WKH
SUHFDXWLRQV WDNHQ E\ WKH &RPSDQ\ WR GHWHFW DQG SUHYHQW WKLV DFWLYLW\ PD\ QRW EH HIIHFWLYH LQ
FRQWUROOLQJ XQNQRZQ RU XQPDQDJHG ULVNV RU ORVVHV RU LQ SURWHFWLQJ WKH &RPSDQ\ IURP
JRYHUQPHQWDOLQYHVWLJDWLRQVRURWKHUDFWLRQVRUODZVXLWVVWHPPLQJIURPDIDLOXUHWRIROORZVXFK
ODZVRUUHJXODWLRQV,IDQ\VXFKDFWLRQVDUHLQVWLWXWHGDJDLQVWWKH&RPSDQ\DQGLWLVQRWVXFFHVVIXO
LQ GHIHQGLQJ LWVHOI RU DVVHUWLQJ LWV ULJKWV WKRVH DFWLRQV FRXOG KDYH D VLJQLILFDQW LPSDFW RQ LWV
EXVLQHVV LQFOXGLQJ WKH LPSRVLWLRQ RI FLYLO FULPLQDO DQG DGPLQLVWUDWLYH SHQDOWLHV GDPDJHV
PRQHWDU\ILQHVFRQWUDFWXDOGDPDJHVUHSXWDWLRQDOKDUPGLPLQLVKHGSURILWVDQGIXWXUHHDUQLQJV
Ϯϳ










FXUWDLOPHQWRIWKH&RPSDQ\¶VRSHUDWLRQVDQGHYHQSULVRQVHQWHQFHVDQ\RIZKLFKFRXOGKDYHD
PDWHULDODGYHUVHHIIHFWRQWKH&RPSDQ\¶VEXVLQHVVILQDQFLDOFRQGLWLRQDQGRSHUDWLRQV
7KH &RPSDQ\ ZLOO EH UHOLDQW RQ LQIRUPDWLRQ WHFKQRORJ\ V\VWHPV DQG PD\ EH VXEMHFW WR
GDPDJLQJF\EHUDWWDFNV
7KH &RPSDQ\ KDV DQG ZLOO FRQWLQXH WR HQWHU LQWR DJUHHPHQWV ZLWK WKLUG SDUWLHV IRU KDUGZDUH
VRIWZDUH WHOHFRPPXQLFDWLRQV DQG RWKHU LQIRUPDWLRQ WHFKQRORJ\ ³,7´  VHUYLFHV UHJDUGLQJ LWV
RSHUDWLRQV7KH&RPSDQ\¶VRSHUDWLRQVGHSHQGLQSDUWRQKRZZHOOLWDQGLWVVXSSOLHUVSURWHFW
QHWZRUNVHTXLSPHQW,7V\VWHPVDQGVRIWZDUHDJDLQVWGDPDJHIURPPDQ\WKUHDWVLQFOXGLQJEXW
QRWOLPLWHGWRFDEOHFXWVGDPDJHWRSK\VLFDOSODQWVQDWXUDOGLVDVWHUVLQWHQWLRQDOGDPDJHDQG
GHVWUXFWLRQ ILUH SRZHU ORVV KDFNLQJ FRPSXWHU YLUXVHV YDQGDOLVP DQG WKHIW 7KH &RPSDQ\¶V
RSHUDWLRQV DOVR GHSHQG RQ WKH WLPHO\ PDLQWHQDQFH XSJUDGH DQG UHSODFHPHQW RI QHWZRUNV
HTXLSPHQW ,7V\VWHPVDQG VRIWZDUH DV ZHOO DV SUHHPSWLYH H[SHQVHV WR PLWLJDWH WKHULVNV RI
IDLOXUHV$Q\RIWKHVHDQGRWKHUHYHQWVFRXOGUHVXOWLQLQIRUPDWLRQV\VWHPIDLOXUHVGHOD\VDQGRU
LQFUHDVHLQFDSLWDOH[SHQVHV7KHIDLOXUHRILQIRUPDWLRQV\VWHPVRUDFRPSRQHQWRILQIRUPDWLRQ
V\VWHPV FRXOG GHSHQGLQJ RQ WKH QDWXUH RI DQ\ VXFK IDLOXUH DGYHUVHO\ LPSDFW WKH &RPSDQ\¶V
UHSXWDWLRQDQGUHVXOWVRIRSHUDWLRQV
7KH&RPSDQ\KDVQRWH[SHULHQFHGDQ\PDWHULDOORVVHVWRGDWHUHODWLQJWRF\EHUDWWDFNVRURWKHU
LQIRUPDWLRQ VHFXULW\ EUHDFKHV EXW WKHUH FDQ EH QR DVVXUDQFH WKDW WKH &RPSDQ\ ZLOO QRW LQFXU
VXFK ORVVHV LQ WKH IXWXUH 7KH &RPSDQ\¶V ULVN DQG H[SRVXUH WR WKHVH PDWWHUV FDQQRW EH IXOO\
PLWLJDWHGEHFDXVHRIDPRQJRWKHUWKLQJVWKHHYROYLQJQDWXUHRIWKHVHWKUHDWV$VDUHVXOWF\EHU
VHFXULW\DQGWKHFRQWLQXHGGHYHORSPHQWDQGHQKDQFHPHQWRIFRQWUROVSURFHVVHVDQGSUDFWLFHV
GHVLJQHG WR SURWHFW V\VWHPV FRPSXWHUV VRIWZDUH GDWD DQG QHWZRUNV IURP DWWDFN GDPDJH RU
XQDXWKRUL]HG DFFHVV LV D SULRULW\ $V F\EHU WKUHDWV FRQWLQXH WR HYROYH WKH &RPSDQ\ PD\ EH
UHTXLUHGWRH[SHQGDGGLWLRQDOUHVRXUFHVWRFRQWLQXHWRPRGLI\RUHQKDQFHSURWHFWLYHPHDVXUHVRU
WRLQYHVWLJDWHDQGUHPHGLDWHDQ\VHFXULW\YXOQHUDELOLWLHV
7KH &RPSDQ\ PD\ EH VXEMHFW WR EUHDFKHV RI VHFXULW\ DW LWV IDFLOLWLHV RU LQ UHVSHFW RI
HOHFWURQLF GRFXPHQWV DQG GDWD VWRUDJH DQG PD\ IDFH ULVNV UHODWHG WR EUHDFKHV RI
DSSOLFDEOHSULYDF\ODZV
*LYHQWKHQDWXUHRIWKH&RPSDQ\¶VSURGXFWDQGLWVODFNRIOHJDODYDLODELOLW\RXWVLGHRIFKDQQHOV
DSSURYHGE\WKH*RYHUQPHQWRI&DQDGDDVZHOODVWKHFRQFHQWUDWLRQRILQYHQWRU\LQLWVIDFLOLWLHV
GHVSLWH PHHWLQJ RU H[FHHGLQJ +HDOWK &DQDGD¶V VHFXULW\ UHTXLUHPHQWV WKHUH UHPDLQV D ULVN RI
VKULQNDJHDVZHOODVWKHIW$VHFXULW\EUHDFKDWRQHRIWKH&RPSDQ\¶VIDFLOLWLHVFRXOGH[SRVHWKH
&RPSDQ\WRDGGLWLRQDOOLDELOLW\DQGWRSRWHQWLDOO\FRVWO\OLWLJDWLRQLQFUHDVHH[SHQVHVUHODWLQJWRWKH
UHVROXWLRQ DQG IXWXUH SUHYHQWLRQ RI WKHVH EUHDFKHV DQG PD\ GHWHU SRWHQWLDO FXVWRPHUV IURP
FKRRVLQJWKH&RPSDQ\¶VSURGXFWV
,QDGGLWLRQWKH&RPSDQ\PD\FROOHFWDQGVWRUHSHUVRQDOLQIRUPDWLRQDERXWLWVFXVWRPHUVDQGLV
UHVSRQVLEOHIRU SURWHFWLQJ WKDW LQIRUPDWLRQIURPSULYDF\ EUHDFKHV $ SULYDF\ EUHDFK PD\ RFFXU
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WKURXJK SURFHGXUDO RU SURFHVV IDLOXUH LQIRUPDWLRQ WHFKQRORJ\ PDOIXQFWLRQ RU GHOLEHUDWH
XQDXWKRUL]HG LQWUXVLRQV 7KHIW RI GDWD IRU FRPSHWLWLYH SXUSRVHV SDUWLFXODUO\ SDWLHQW OLVWV DQG
SUHIHUHQFHV LV DQ RQJRLQJ ULVN ZKHWKHU SHUSHWUDWHG YLD HPSOR\HH FROOXVLRQ RU QHJOLJHQFH RU
WKURXJKGHOLEHUDWHF\EHUDWWDFN$Q\VXFKWKHIWRUSULYDF\EUHDFKZRXOGKDYHDPDWHULDODGYHUVH
HIIHFWRQWKH&RPSDQ\¶VEXVLQHVVILQDQFLDOFRQGLWLRQDQGUHVXOWVRIRSHUDWLRQV
,QDGGLWLRQWKHUHDUHVHYHUDOIHGHUDODQGSURYLQFLDOODZVSURWHFWLQJWKHFRQILGHQWLDOLW\RIFHUWDLQ
SDWLHQWKHDOWKLQIRUPDWLRQLQFOXGLQJSDWLHQWUHFRUGVDQGUHVWULFWLQJWKHXVHDQGGLVFORVXUHRIWKDW
SURWHFWHG LQIRUPDWLRQ 7KH SULYDF\ UXOHV XQGHU WKH 3HUVRQDO ,QIRUPDWLRQ 3URWHFWLRQ DQG
(OHFWURQLFV 'RFXPHQWV $FW &DQDGD  ³3,3('$´  SURWHFW PHGLFDO UHFRUGV DQG RWKHU SHUVRQDO
KHDOWKLQIRUPDWLRQE\OLPLWLQJWKHLUXVHDQGGLVFORVXUHRIKHDOWKLQIRUPDWLRQWRWKHPLQLPXPOHYHO
UHDVRQDEO\QHFHVVDU\WRDFFRPSOLVKWKHLQWHQGHGSXUSRVH,IWKH&RPSDQ\ZDVIRXQGWREHLQ
YLRODWLRQRIWKHSULYDF\RUVHFXULW\UXOHVXQGHU3,3('$RURWKHUODZVSURWHFWLQJWKHFRQILGHQWLDOLW\
RISDWLHQWKHDOWKLQIRUPDWLRQLWFRXOGEHVXEMHFWWRVDQFWLRQVDQGFLYLORUFULPLQDOSHQDOWLHVZKLFK
FRXOG LQFUHDVH LWV OLDELOLWLHV KDUP LWV UHSXWDWLRQ DQG KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH
EXVLQHVVUHVXOWVRIRSHUDWLRQVDQGILQDQFLDOFRQGLWLRQRIWKH&RPSDQ\
7KH&RPSDQ\¶VRIILFHUVDQGGLUHFWRUVPD\EHHQJDJHGLQDUDQJHRIEXVLQHVVDFWLYLWLHV
UHVXOWLQJLQFRQIOLFWVRILQWHUHVW
7KH&RPSDQ\PD\EHVXEMHFWWRYDULRXVSRWHQWLDOFRQIOLFWVRILQWHUHVWEHFDXVHVRPHRILWVRIILFHUV
DQG GLUHFWRUV PD\ EH HQJDJHG LQ D UDQJH RI EXVLQHVV DFWLYLWLHV ,Q DGGLWLRQ WKH &RPSDQ\¶V
H[HFXWLYHRIILFHUVDQGGLUHFWRUVPD\GHYRWHWLPHWRWKHLURXWVLGHEXVLQHVVLQWHUHVWVVRORQJDV
VXFKDFWLYLWLHVGRQRWPDWHULDOO\RUDGYHUVHO\LQWHUIHUHZLWKWKHLUGXWLHVWRWKH&RPSDQ\,QVRPH
FDVHVWKH&RPSDQ\¶VH[HFXWLYHRIILFHUVDQGGLUHFWRUVPD\KDYHILGXFLDU\REOLJDWLRQVDVVRFLDWHG
ZLWK WKHVH EXVLQHVV LQWHUHVWV WKDW LQWHUIHUH ZLWK WKHLU DELOLW\ WR GHYRWH WLPH WR WKH &RPSDQ\¶V
EXVLQHVVDQGDIIDLUVDQGWKDWFRXOGDGYHUVHO\DIIHFWWKH&RPSDQ\¶VRSHUDWLRQV7KHVHEXVLQHVV
LQWHUHVWV FRXOG UHTXLUH VLJQLILFDQW WLPH DQG DWWHQWLRQ RI WKH &RPSDQ\¶V H[HFXWLYH RIILFHUV DQG
GLUHFWRUV
,QDGGLWLRQWKH&RPSDQ\PD\DOVREHFRPHLQYROYHGLQRWKHUWUDQVDFWLRQVZKLFKFRQIOLFWZLWKWKH
LQWHUHVWV RI LWV GLUHFWRUV DQG WKH RIILFHUV ZKR PD\ IURP WLPH WR WLPH GHDO ZLWK SHUVRQV ILUPV
LQVWLWXWLRQV RU FRPSDQLHV ZLWK ZKLFK WKH &RPSDQ\ PD\ EH GHDOLQJ RU ZKLFK PD\ EH VHHNLQJ
LQYHVWPHQWVOLNHWKRVHGHVLUHGE\LW7KHLQWHUHVWVRIWKHVHSHUVRQVFRXOGFRQIOLFWZLWKWKRVHRI
WKH&RPSDQ\,QDGGLWLRQIURPWLPHWRWLPHWKHVHSHUVRQVPD\EHFRPSHWLQJZLWKWKH&RPSDQ\
IRUDYDLODEOHLQYHVWPHQWRSSRUWXQLWLHV&RQIOLFWVRILQWHUHVWLIDQ\ZLOOEHVXEMHFWWRWKHSURFHGXUHV
DQGUHPHGLHVSURYLGHGXQGHUDSSOLFDEOHODZV,QSDUWLFXODULIVXFKDFRQIOLFWRILQWHUHVWDULVHVDW
DPHHWLQJRIWKH&RPSDQ\¶VGLUHFWRUVDGLUHFWRUZKRKDVVXFKDFRQIOLFWZLOODEVWDLQIURPYRWLQJ
IRURUDJDLQVWWKHDSSURYDORIVXFKSDUWLFLSDWLRQRUVXFKWHUPV,QDFFRUGDQFHZLWKDSSOLFDEOHODZV
WKHGLUHFWRUVRIWKH&RPSDQ\DUHUHTXLUHGWRDFWKRQHVWO\LQJRRGIDLWKDQGLQWKHEHVWLQWHUHVWV
RIWKH&RPSDQ\
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0DQDJHPHQWPD\QRWEHDEOHWRVXFFHVVIXOO\LPSOHPHQWDGHTXDWHLQWHUQDOFRQWUROVRYHU
ILQDQFLDOUHSRUWLQJ
3URSHU V\VWHPV RI LQWHUQDO FRQWUROV RYHU ILQDQFLDO DFFRXQWLQJ DQG GLVFORVXUH DUH FULWLFDO WR WKH
RSHUDWLRQRIDSXEOLFFRPSDQ\+RZHYHUWKH&RPSDQ\GRHVQRWH[SHFWWKDWLWV'&3DQG,&)5
ZLOOSUHYHQWDOOHUURUDQGDOOIUDXG$FRQWUROV\VWHPQRPDWWHUKRZZHOOGHVLJQHGDQGRSHUDWHG
FDQSURYLGHRQO\UHDVRQDEOHQRWDEVROXWHDVVXUDQFHWKDWWKHFRQWUROV\VWHP¶VREMHFWLYHVZLOOEH
PHW )XUWKHU WKH GHVLJQ RI D FRQWURO V\VWHP PXVW UHIOHFW WKH IDFW WKDW WKHUH DUH UHVRXUFH
FRQVWUDLQWVDQGWKHEHQHILWVRIFRQWUROVPXVWEHFRQVLGHUHGUHODWLYHWRWKHLUFRVWV%HFDXVHRIWKH
LQKHUHQW OLPLWDWLRQV LQ DOO FRQWURO V\VWHPV QR HYDOXDWLRQ RI FRQWUROV FDQ SURYLGH DEVROXWH
DVVXUDQFHWKDWDOOFRQWUROLVVXHVDQGLQVWDQFHVRIIUDXGLIDQ\KDYHEHHQGHWHFWHG'XHWRWKH
LQKHUHQWOLPLWDWLRQVLQDFRVWHIIHFWLYHFRQWUROV\VWHPPLVVWDWHPHQWVGXHWRHUURURUIUDXGPD\
RFFXUDQGPD\QRWEHGHWHFWHGLQDWLPHO\PDQQHURUDWDOO,IWKH&RPSDQ\FDQQRWSURYLGHUHOLDEOH
ILQDQFLDO UHSRUWV RU SUHYHQW IUDXG LWV UHSXWDWLRQ DQG RSHUDWLRQV FRXOG EH PDWHULDOO\ DGYHUVHO\
DIIHFWHG ZKLFK FRXOG FDXVH LQYHVWRUV WR ORVH FRQILGHQFH LQ WKH &RPSDQ\¶V UHSRUWHG ILQDQFLDO
LQIRUPDWLRQ
7KH&RPSDQ\RUWKHFDQQDELVLQGXVWU\PRUHJHQHUDOO\PD\UHFHLYHXQIDYRUDEOHSXEOLFLW\
RUEHFRPHVXEMHFWWRQHJDWLYHFRQVXPHUSHUFHSWLRQ
7KH &RPSDQ\ EHOLHYHV WKH FDQQDELV LQGXVWU\ LV KLJKO\ GHSHQGHQW XSRQ FRQVXPHU SHUFHSWLRQ
UHJDUGLQJ WKH EHQHILWV VDIHW\ HIILFDF\ DQG TXDOLW\ RI WKH FDQQDELV GLVWULEXWHG IRU PHGLFDO
SXUSRVHV WR VXFK FRQVXPHUV &RQVXPHU SHUFHSWLRQ RI WKH &RPSDQ\¶V SURGXFWV FDQ EH
VLJQLILFDQWO\ LQIOXHQFHG E\ VFLHQWLILF UHVHDUFK RU ILQGLQJV UHJXODWRU\ LQYHVWLJDWLRQV OLWLJDWLRQ
SROLWLFDOVWDWHPHQWVPHGLDDWWHQWLRQDQGRWKHUSXEOLFLW\ LIDFFXUDWHRUZLWKPHULW UHJDUGLQJWKH
FRQVXPSWLRQRIFDQQDELVSURGXFWVIRUPHGLFDOSXUSRVHVLQFOXGLQJXQH[SHFWHGVDIHW\RUHIILFDF\
FRQFHUQVDULVLQJZLWKUHVSHFWWRWKHSURGXFWVRIWKH&RPSDQ\RULWVFRPSHWLWRUV7KHUHFDQEHQR
DVVXUDQFH WKDW IXWXUH VFLHQWLILF UHVHDUFK ILQGLQJV UHJXODWRU\ SURFHHGLQJV OLWLJDWLRQ PHGLD
DWWHQWLRQRURWKHUUHVHDUFKILQGLQJVRUSXEOLFLW\ZLOOEHIDYRUDEOHWRWKHFDQQDELVPDUNHWRUDQ\
SURGXFWRUFRQVLVWHQWZLWKHDUOLHUSXEOLFLW\
)XWXUHUHVHDUFKILQGLQJVUHJXODWRU\SURFHHGLQJVOLWLJDWLRQPHGLDDWWHQWLRQRURWKHUSXEOLFLW\WKDW
DUHSHUFHLYHGDVOHVVIDYRUDEOHWKDQRUWKDWTXHVWLRQHDUOLHUUHVHDUFKUHSRUWVILQGLQJVRUSXEOLFLW\
FRXOGKDYHDPDWHULDODGYHUVHHIIHFWRQWKHGHPDQGIRUWKH&RPSDQ\¶VSURGXFWVRSHUDWLRQVDQG
ILQDQFLDOFRQGLWLRQ7KH&RPSDQ\¶VGHSHQGHQFHXSRQFRQVXPHUSHUFHSWLRQVPHDQVWKDWDGYHUVH
VFLHQWLILF UHVHDUFK UHSRUWV ILQGLQJV UHJXODWRU\ SURFHHGLQJV OLWLJDWLRQ PHGLD DWWHQWLRQ RU RWKHU
SXEOLFLW\ LI DFFXUDWH RU ZLWK PHULW  FRXOG KDYH DQ DGYHUVH HIIHFW RQ DQ\ GHPDQG IRU WKH
&RPSDQ\¶V SURGXFWV ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ WKH &RPSDQ\¶V EXVLQHVV
ILQDQFLDO FRQGLWLRQ DQG RSHUDWLRQV )XUWKHU DGYHUVH SXEOLFLW\ UHSRUWV RU RWKHU PHGLD DWWHQWLRQ
UHJDUGLQJ WKH VDIHW\ HIILFDF\ DQG TXDOLW\ RI FDQQDELV IRU PHGLFDO SXUSRVHV LQ JHQHUDO RU WKH
&RPSDQ\¶VSURGXFWVVSHFLILFDOO\RUDVVRFLDWLQJWKHFRQVXPSWLRQRIFDQQDELVZLWKLOOQHVVRURWKHU
QHJDWLYH HIIHFWV RU HYHQWV FRXOG KDYH VXFK D PDWHULDO DGYHUVH HIIHFW 6XFK DGYHUVH SXEOLFLW\
UHSRUWV RU RWKHU PHGLD DWWHQWLRQ FRXOG DULVH HYHQ LI WKH DGYHUVH HIIHFWV DVVRFLDWHG ZLWK VXFK
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RQIDFWRUVXQUHODWHGWRWKHILQDQFLDOSHUIRUPDQFHRUSURVSHFWVRIWKHFRPSDQLHVLQYROYHG7KHVH
IDFWRUV LQFOXGH PDFURHFRQRPLF GHYHORSPHQWV LQ 1RUWK $PHULFD DQG JOREDOO\ FXUUHQF\
IOXFWXDWLRQVDQGPDUNHWSHUFHSWLRQVRIWKHDWWUDFWLYHQHVVRISDUWLFXODULQGXVWULHV7KHYDOXHRIWKH
&RPSDQ\¶VVHFXULWLHVLVDOVROLNHO\WREHVLJQLILFDQWO\DIIHFWHGE\VKRUWWHUPFKDQJHVLQFDQQDELV
E\WKH&RPSDQ\¶VILQDQFLDOFRQGLWLRQRUUHVXOWVRIRSHUDWLRQVDVUHIOHFWHGLQLWVTXDUWHUO\ILQDQFLDO
VWDWHPHQWVDQGE\RWKHURSHUDWLRQDODQGUHJXODWRU\PDWWHUV$VDUHVXOWRIDQ\RIWKHVHIDFWRUV
WKHPDUNHWSULFHRIWKH&RPSDQ\¶VHTXLW\VHFXULWLHVDWDQ\JLYHQSRLQWLQWLPHPD\QRWDFFXUDWHO\
UHIOHFWWKHLUORQJWHUPYDOXH
3ULFH9RODWLOLW\RI3XEOLFO\7UDGHG6HFXULWLHV
,QUHFHQW\HDUVWKHVHFXULWLHVPDUNHWVLQWKH8QLWHG6WDWHVDQG&DQDGDKDYHH[SHULHQFHGDKLJK
OHYHORISULFHDQGYROXPHYRODWLOLW\DQGWKHPDUNHWSULFHVRIVHFXULWLHVRIPDQ\FRPSDQLHVKDYH
H[SHULHQFHGZLGHIOXFWXDWLRQVLQSULFHZKLFKKDYHQRWQHFHVVDULO\EHHQUHODWHGWRWKHRSHUDWLQJ
SHUIRUPDQFH XQGHUO\LQJ DVVHW YDOXHV RU SURVSHFWV RI VXFK FRPSDQLHV 7KHUH FDQ EH QR
DVVXUDQFHWKDWIOXFWXDWLRQVLQSULFHZLOOQRWRFFXU7KHPDUNHWIRUWKH&RPSDQ\¶VHTXLW\ZLOOEH
VXEMHFWWRPDUNHWWUHQGVJHQHUDOO\QRWZLWKVWDQGLQJDQ\SRWHQWLDOEXVLQHVVRIWKH&RPSDQ\
2WKHU0' $5HTXLUHPHQWV
7KH&RPSDQ\¶VDFWLQJ&KLHI([HFXWLYH2IILFHUDQGDFWLQJ&KLHI)LQDQFLDO2IILFHUDUHUHVSRQVLEOH
IRU HVWDEOLVKLQJ DQG PDLQWDLQLQJ GLVFORVXUH FRQWUROV DQG SURFHGXUHV DQG LQWHUQDO FRQWUROV RYHU
ILQDQFLDOUHSRUWLQJE\WKH&RPSDQ\
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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.

